01 JUN 1998
ANVWAR- | NTEREST RATES
ANVAR: DOMESTI C LENDI NG RATES CANNOT BE VERY LOW THAN OFFSHORE DEPCSI T RATES

KUALA LUMPUR, June 1 (Bernama) -- Deputy Prinme Mnister Datuk Seri
Anwar | brahi msaid today the busi ness community must understand that
lending rates in the country cannot be very much | ower than the offshore
deposit rates currently hovering about 20 percent for the ringgit.

"It's very inportant that people who tal k about interest rates know the
of fshore rates for ringgit," he said, referring to recent high offshore
rates.

"I'f you do not take this into consideration, you are putting the entire
financial systemat risk because what is stopping people frombringi ng out
our funds?" he told newsnen after opening the third annual Asia G| and Gas
Conferenc hosted by Petronas.

Anwar, who is also finance ninister added that the central bank has the
option to lower interest rates, but high offshore rates for ringgit
deposits nust be taken into account in setting interest rates or the
financial systemcoul d be put in jeopardy.

Asked if interest rates should be | owered he said:"The option nust be
kept open through the central bank. Arate cut "will affect adversely the
currency and inflation."

Anwar al so said that the government does not deny the fact that the
busi ness community is facing probl ens.

"When you are in a state of denial, is to deny that we are having
probl ens and assune that nothing is wong with the Ml aysi an econony and
the econony in the region. Therefore we can proceed to determ ne whatever,
including interest rate, as if nothing has happened.

"Not withstanding that, the policy is of course to ensure credit ease
and | personally believe interest rates should be determ ned by market
forces,"” he added.

He added t hat Bank Negara Mal aysia woul d i ssue a detailed expl anation
today on the current interest rates regime and cl ear sone confusion on the
just rel eased gross donestic product (GDP) dat a.

"l have instructed them (Bank Negara officials) to do so to avoid any
confusion,” he said.

Referring to the Prinme Mnister's statenent on interest rates on
Sat urday, Anwar said Datuk Seri Dr Mahat hir Mhamad was nerely expressing
t he general concensus of the business conmunity who felt that interest
rates were very high at present.

Anwar said: "Wat is nore critical nowis the easing of credit. This
can be partly resolved by the setting up of the proposed Asset Managenent
Conpany ( AMC).

"The AMC wi ||l take over part of the non-perform ng | oans of the
country's banks and that should enabl e commerci al banks to disburse | oans
to the various sectors of the econony.

"We cannot direct the banks as to who or to which sel ected conpany they
shoul d di sburse these | oans to. Not every captain of industry or prom nent
busi nessman can expect that | oans nust be di sbursed to t hem becasue of
their position or influence

"I want to say that such a nove will be very unwi se," he added.

Meanwhil e, in his speech earlier, Anwar said there is no reason to
doubt that East Asia can rise again in the future provided "we seize the
monent to institute long delayed reforns that woudl rid our econony and
political systens of excesses and abuses.”



"But the crisis has brought to the fore the i ssues of good governance
and the nurturing of civil society,” he said, adding that it is obvious by
now t hat there can be no going back to the status quo ante.

He al so said that the econonmic, political and social changes taking
place in the region in the past 12 nonths has nade it "patently clear that
busi ness as usual is inpossible."

"The people of the region would no longer tolerate the old ways ....
they demand greater accountability, transparency and a real say in the
deci si on maki ng process.

"Courage is required, because we may have to inflict further pain on
oursel ves before we can energe as a new and vi brant econom c entity," he
added.

Anwar said the i mediate challenge is in finding the best way to
restore i nvestor confidence in the region and the need to work together to
revitalise regi onal econom es.

"The ongoi ng restructuring of the Asian econony will surely have a
cascadi ng effect on its industries and Asian busi ness organi sations need to
undergo a dramatic change in order to thrive in the new Asia.

"Corporate Asia's failure to antici pate and nanage change is a
m sadj ustnent that we surely cannot afford to repeat," he pointed out. --
BERNANMA
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