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“Borrowi ngs needed for any recapitalisation of banks'

Badr ul H sham Mahzan

THE Governnment can borrow internally and abroad to raise funds if it needs
to recapitalise banks, Prinme Mnister Datuk Seri Dr Mahat hir Mhamad said
yest er day.

He added that part of the borrow ngs could be done through bond issues.

He said this when replying to a question on the Governnent's ability to
rai se funds if the banking system needed recapitalisation.

"W have to borrow. Sonme of the borrow ngs nmay be done within the
country and the rest abroad and through the issuing of bonds," he said,
addi ng that Ml aysia had hi gh saving rates.

"The Enpl oyees Provi dent Fund al one has RML.8 billion nonthly savings,"
he said at a Press conference after opening the Hospital Universiti
Kebangsaan Mal aysi a at Bandar Tun Razak.

Deputy Prinme Mnister Datuk Seri Anwar |brahi msaid on Monday the
banki ng system woul d need recapitalisation of about RML6 billion for 1998
and 1999 under the worst case scenario.

He said a special purpose vehicle was being established by Bank Negara
to spearhead capital injection exercise. The SPV will act as a catalyst to
consol idate and rationalise the banking sector, inclusive of nergers.

Asked whether there were plans to lower the interest rates in the near
future Dr Mahat hir sai d:

"W hope to do so in the near future. W can reduce the base | ending
rate but our problemis that sone foreign countries may increase their
i nterest rates causing the outflow of our currency.

"Also, currency traders may decide that it is a bad nove and in the
process deval ue our currency further."

Dr Mahathir said the Governnent m ght find sone other ways of reducing
the interest rates without touching the BLR

"We have al ready reduce the spread. Maybe banks will reduce their
(profits) margin."

Asked whether the lowering of the margin could "kill" banks, Dr Mahathir
said it would not.

The Prime M nister said banks could continue to register profits if the
vol une of | oans given out was big enough.

Ask to conment on Ryutaro Hashinoto's resignation as Japan Prine
M ni ster, Dr Mahathir said he was shocked with the Liberal Denocratic
Party's defeat in the Japanese Upper House el ecti on.

He hopes, however, the new Japanese Prinme M nister and Governnment woul d
take into consideration the problens faced by Sout heast Asia nations.

When asked about the hike in the cost of drugs the Prine Mnister said:

"The government hospitals are using |ocally manufactured drugs and those
that are not branded. At the sanme tine, we al so encourage | ocal conpanies
to manuf acture nore drugs."

( END)
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