18/ 06/ 1998
Conti nue | endi ng, Dai murges banks

Adel i ne Ong
ECONOM C Advi ser to the Governnent Tun Dai mZai nuddi n yest erday ur ged
banks to lend if they have sufficient funds to do so.

He said by giving out loans to the private sector, banks woul d ensure
that there is no decline in the sector's activities.

Local banks, he said, are not being coerced into reducing interest rates
despite governnent criticismof their tight |ending stance.

"The Government can persuade them... but they run their banks and they
shoul d knowtheir custonmers,” Daimtold reporters in Kuala Lunpur after
meet i ng New Zeal and Deputy Prinme M ni ster and Treasurer Wnston Peters.

Prime M nister Datuk Seri Dr Mahat hir Mohanaed' s statenent on Tuesday had
said that banks were too strict in inposing credit conditions on
borrowers.

The Prime M nister had said that if the banks do not believe in the
country's econony, they mght as well close down.

Dai m questi oned t he banks' conditions on | ending, saying that if
busi nesses do not do wel | because of these conditions, it will al so af fect
their profits.

"Wi ch business has no risks, tell me? ... if they do not |end, what do
they dowith their noney ... keep under the mattress? There i s greater
risk if thereis a fire," he said.

Asked if there is a possibility of banks [ owering interest rates, Daim
sai d nmany things too can be done about it but "we will not disclose that".

On anot her question whether a tinefranme has been set for a possible
revision of the rates, Daimsaid, "the sooner the better ... | will not
tell you."

On the interest rate spread quoted by the banks, Dai msaid the current
spread of around 5.5 per cent, can be reduced if the banks are efficient.

Asked if a narrow spread will affect the banks' margins, he said: "Wy
(do) you want to make so much profit? If busi ness does not do well, it
will affect their profits also

"We have been doi ng wel | because i nterest rates have been reasonable. If
rates are too high, how can the private sector succeed?,” he questioned

"Now, the private sector is not doing well and if they are bankrupt,
what can we do? The banks will not do well then and neither will you do
well ... and there will be no end to it,"” Daimsaid.

Dr Mahathir had said that effective borrowing rates of 15 to 16 per cent
are too high for | ocal businesses and that a better rate woul d be around
11 per cent, where three-nonth interbank rates currently stand

Asked if Malaysia is in a denial stage, Daimreplied, "If we were, then
we wi || not have the National Econonic Action Council (NEAC) and we will
not be asking all these kind of questions. W are attending to all our
probl ens.

"When we say denial, it usually nmeans that we are not addressing the
probl ens and when peopl e ask, we keep mumand say nothing is wong. That
is denial," he said.

Asked whet her his position in the NEAC (as executive director) would
affect the council's decision-naking since he is a businessman hinsel f and
t here woul d be possible conflict of interest, Daimsaid, "I would be an
idiot if I dothings only for nyself. | would be irresponsible if |I do not
t hi nk of Mal aysi a.

"Never inny life have | been irresponsible to the nation. The nation



nmust al ways cone first," Dai msaid.

He was al so asked i f fund managers are back in the country. Dai msaid
they are all around and "they have seen ne".

"When they start to nove, they nove ... and when they go out, they go
out. It is afree market ... they do what they Ilike."

Dai mal so said he is unaware of talk that he is one of the corporate
| eaders who wi Il be naned by busi nessman Dat uk Soh Chee Wen as bei ng
i nvol ved in additional corporate corner-cutting beyond the Orega
Securities deal.

"All | knowis what | read in the Press," he said.

Soh said in anintervieww th the Asian Wall Street Journal |ast Friday
t hat he woul d expose sone prom nent Mal aysi an conpani es and busi nessnen
i nvol ved in the deal.

Soh, who at one time controlled eight |isted Mal aysi an conpani es, has
filed areport with the police, nam ng several Mal aysi an busi nessnmen
i nvol ved in the Onmega deal .

"Nobody can stop him(Soh). O course, heis entitled to defend hinself.
In the end, we will see when the facts are coll ected and when the
i nvestigations are done," Dai m said.
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