09 JAN 1998

M SI A HAS ADEQUATE FOREI GN RESERVES, SAYS DR MAHATHI R

KUALA LUMPUR, Jan 9 (Bernama) -- Ml aysia has adequate foreign reserves
to finance its requirenents and sustain growh amid the current econonic
probl ens but further steps should neverthel ess be taken to build up its
forei gn exchange reserves, Prime Mnister Datuk Seri Dr Mahathir Mhanad
sai d here today.

He said that by increasing foreign exchange reserves, the country woul d
be able to fight those who specul ated against the ringgit, which had fallen
by al nost 96 percent in value against the US dollar due to specul ative
att acks.

Urging the people to have nore faith in the country's economc
resilience, the prime mnister said the fact that Ml aysia had not asked
for financial aid fromthe International Mnetary Fund (I M) showed t hat
t he econony was stable.

The measures to build up reserves include increasing exports, cutting
i mports where necessary and buying the ringgit, he said when appearing as a
guest over TV3's norning talk show "Mal aysia Hari Ini" (Ml aysia Today).

Dr Mahathir was optim stic that the econony coul d stage stage a
noderate recovery within the next six to 12 nonths if the people placed
nmore confidence in the ringgit and took neasures to cut inports and
i ncrease savi ngs.

Mal aysi a has revi sed downwards its economc growh rate from?7.0
percent for this year to between 4.0 and 5.0 percent.

Dr Mahathir said a further positive indication of the econony was that
Mal aysi @' s debts were not large and the country's position was stronger
than other countries because it has prepaid much of its debts.

To a question whet her Ml aysia would eventually turn to the I MF for
hel p, he said if "we receive IMF aid, we would not be able to control our
economny and would throw it open to foreign dom nati on whereby they woul d
cone in and buy our banks and conpani es at cheap prices,"” which would then
amount to "economic colonialism™

In view that the country has adequate reserves coupled with the
guar antee given by Bank Negara for deposits, the prime mnister said the
peopl e should retain their noney in |ocal banks and not shift themto
forei gn banks.

If they shifted their deposits, then |ocal banks would have to borrow
fromforeign banks which in turn would exert further pressure on interest
rates to rise and nake | oans nore expensive.

On concerns that sonme projects mght be shelved due to | ack of funds,
he said the banking systemwould continue to lend to productive sectors
such as export-oriented industries which would help to build up the
country's foreign exchange reserves.

Asked on the decline in the stock market, he said there had been too
much specul ati on whereby prices had risen to the extent that they did not
refl ect the conpany's asset val ue.

Mani pul at ors bought a | ot and then unl oaded the shares, causing their
prices to fall and this affected confidence in the conmpany, thus |eading
other investors to sell their shares and caused prices to go down even
further.

"This is what has happpened (currently) where the share value is bel ow
t he actual value of the conpany's assets,” he said.

On calls by the governnent for financial institutions to nerge into



bi gger entities, he said by becom ng bigger, they would be stronger as
evi denced by a nerger of two big banks in Switzerland which resulted in the
merged entity energing as the second biggest bank in the world.

As such, | ocal banks should nmerge to conpete and not |ose out to
conpetition with foreign banks which were well capitalised, he said, adding
t hat banks which had a | arger capital base would not be shaken even if they
i ncurred slight | osses.

Dr Mahathir said the call for banks to nerge was nade nany years ago
but there were still many which did not like to depend on others, as a
result of which they were weak and unable to play an effective role during
the current difficult conditions.

On intra-Asean trade, now seen as a further measure to build up
reserves, Dr Mahathir said its nenbers had nmenoranda of understanding to
hel p each ot her

Currently, the enphasis was on enhancing intra-Asean trade because
regi onal currencies had fallen significantly against the US dollar but not
agai nst each ot her.

So trading in each other's currencies rather than the dollar would nean
| ess expenditure, he said.

"Wth that, we do not need to ensure adequate foreign exchange reserves
to purchase our requirenments,” he said.

Mal aysi a al so had bil ateral paynents arrangenent where paynents for
transactions were nmade only after all sale and purchase transactions were
aggr egat ed.

Wth this, the paynents would be mninmal and indirect such as that done
t hrough barter trade. For exanple, purchases of RML, 000 woul d be settled
t hrough sal es of an equal anount.

Meanwhil e, he said the ringgit's decline was due to the energence of
t he econonic problens and the currency attack which started in Thail and
| ast June.

He said currency tradi ng was sonewhat strange whereby everytine a
currency was sold, its value would drop

"And for the ringgit, when it was sold nunerous times for the US
dollar, its value fell to the extent of inpoverishing the nation."

Dr Mahathir said although the country faced a severe recession in the
m d-80"s, the ringgit did not decline, which nmade it easier for an economc
recovery.

He said the current pressure on the econony had led to the country's
pur chasi ng power dropping to US$3, 000 conpared wi th US$5, 000 before.

Dr Mahathir said the governnment's borrow ng policies always adhered to
the I'ine of not over-borrowi ng and that paynents would be nmade early
t hrough pre-paynents.

On the country's econom ¢ fundanmental s, he said since they were strong,
the country could withstand this trying period.

But he said if they attacks continued for years, then those
fundanmental s m ght be eroded

In view of this, he said the people should co-operate with the
government so that the econonm c fundanentals would not be affected and
coul d be sust ai ned.

He called on the people to use whatever opportunities that were present
to ensure the country's econom c recovery.

In view of the strong fundanentals, he said Ml aysia need not go to the
I M= or others for aid as this m ght expose the country to econonic
col oni al i sm

Dr Mahathir also said if foreigners were able to buy Ml aysi an banks
and conpani es at cheap prices, then Ml aysia mght not be able to defend
its econom c fundanmental s. -- BERNAMVA
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