29/ 04/ 1997

More than RMb6Ob avail abl e for shares, property

THE | atest figures obtai ned by Bank Negara showed that a substanti al
nunber of financial institutions still have anple roomto lend for
property and share purchases, despite adhering to its |atest |ending
gui delines to these sectors.

Its deputy governor, Fong Weng Phak, said yesterday the | atest feedback
showed that 26 commercial banks out of 37 in the country had still not
exceeded their lending limts to the two sectors.

"They include some of the very |arge comerci al banks," he said.

In addition, Fong said 31 finance conpanies out of a total 40 had not
reached the ceiling on property lending and all of themcould still |end
for share purchases.

In the case of merchant banks, he said two out of 12 merchant banks
could still lend for property purchases and six could still lend for share
pur chases.

Al inall, Fong said there were about RM60 billion to RWO billion
avail able in the banking systemto finance property and share purchases.

He advi sed financial institutions to use their discretion when | ending
to the property and share sectors while adhering to the |latest |ending
gui del i nes.

He sai d when Bank Negara announced the nonetary neasures on March 28, it
wanted to see a firmpolicy of restraint on further lending to property
and share purchase sector, especially for specul ati ve purposes.

"What we wanted was to re-allocate nore of the financial resources to
pronot e manufacturing and ot her (productive) activities and away from
over-concentration on property and shares.

"That was the intention," he said in response to queries from Bernanma

He said there was no intention byf the central bank to ask financi al
institutions to cut back on existing | oans.

"Financial institutions nust respect the spirit of the guidelines which
we wanted themto enphasise - that is, to be nore discerning and lend to
genui ne purchasers and i nvestors.

"We don't want |lending for speculative actvity that woul d fuel asset
inflation. Although they (financial institutions) can still |lend, they
have to observe the spirit.

"I think they know the spirit, that is, not to create asset inflation
and not to fuel further speculative activity."

Prinme mnister Datuk Seri Dr Mahat hir Mohamad recently cautioned that
there should not be too nmuch speculation in the stock market.
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