29 AUG 1997

PM GOVT WLL REVOKE LI CENCES OF BANKS LENDI NG SHARES FOR SPECULATI ON

PASI R PUTEH, Aug 29 (Bernamm) -- Prinme Mnister Datuk Seri Dr Mahathir
Moharmed today issued a warning to |local banks that the government would
revoke their licences if they lent their share scrip for securities
borrowi ng and | endi ng purposes which were now disall owed.

He said the governnent had already issued a stern warning to |oca
banks which had previously been involved in such activities where foreign
fund managers had been able to undertake manipul ative transactions.

"W woul d not take action on what had happened previously where the
banks were not warned. But after this warning and if they persist in the
activity, we will take action," he told reporters after closing the 1997
UWMNQ Bari san Nasional and the People's Rally at Sekolah Cherang Ruku
Senerak here.

Yesterday Dr Mahathir outlined several neasures towards reviving the
KLSE, including directing local funds to enter the stock market in a big
way and disallow ng financial institutions from engaging in securities
borrowi ng and I ending for short selling.

W thout naming the banks, the prime minister said the action of the
banks in lending the share scrip had allowed certain investors to
undertaken share transactions without really owning the shares to reap
profits.

Dr Mahathir said investors had taken the advantage of the ability to
engage in buy-sell activities continuously although they did not really own
any shares.

"They (investors) sell things which do not belong to them Wth that,
they can sell tine and again. And they will sell at high prices. Wen the
price falls, they buy and do not have to use any real scrip of their own,"
he added.

In view of this, Dr Mahathir said the government was forced to
introduce a trading ystemin which each investor who intended to nake a
sale should really possess the shares.

"In that way, we will be able to identify and nonitor manipul ative
activities and take action consequently,” he said.

On the aggressive involvenent of local funds on the KLSE today, he said
they would stay in the market until the KLSE Conposite |ndex reached 1,000
poi nts.

He said the government had already liberalised certain investnent
limtations pertaining to the anpunt that these funds can participate on
the KLSE and they included the Enployees Provident Fund, Pernpdal an
Nasi onal Bhd and Tabung Amanah Pencen

"They will be allowed to invest nore than their previous linmts and we
will allow banks to Ilend them noney to buy up the shares in the market," he
sai d.

Dr. Mahathir said the government did not intend to prevent foreign
funds frominvesting on the KLSE

But he said they nust adhere to the rules in that they should really
own the shares before they could sell them -- BERNAMA
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