02/ 09/ 1998

Definition of NPLs nmay be revi ewed

THE Governnent is considering revising the definition of non-performn ng
| oans (NPLs) as part of efforts to revive the econony, Prime Mnister
Dat uk Seri Dr Mahat hir Mhamad says.

"We can perhaps do as in many countries, where there is notime limt
for NPLs, or where it is nine nonths or six nmonths. W are not planning on
doing that (for sure) but we are thinking," he said in a 90-m nute |ive
television interviewto explain the new econom c nmeasures yesterday.

The | evel of NPLs has increased since Bank Negara Ml aysia started | ast
year to classify | oans not serviced for three nonths, conpared to six
nmont hs previ ously, as non-perfornming, Dr Mahathir said.

New Straits Tinmes Press editor-in-chief Datuk Abdul Kadir Jasin was the
nmoderator for the special interview, wi th Bernama Econonic Services acting
executive editor Yong Soo Heong and Public Bank director of economc
di vi si on Nasaruddi n Arshad maki ng up t he panel

On the exchange control neasures, the Prine Mnister said:

"W have | ooked at other ways of trying to stabilise the exchange rates
as well as the share prices ... all these things we have exam ned ...
finally we decided that the only way we can nanage the econony is to
insulate us fromthe activities of the currency traders and the share
mar ket specul ators.

"To do this, we have to take the exchange away fromthem"

Wth the controls, Ml aysian conpani es can be reval ued according to
their net assets, he said.

"Then, the NPLs will not be as bad because the collaterals which use the
val ue of the conpani es woul d now appreci ate again and will go perhaps
above the value of the collateral before.

"There are a lot of things we can now do because we do not have to fear
their actions to stop us by deval uing our currency or by pushing down our
share market," he added.

"Once we regain control of our exchange rate, we can actually reduce
interest rates and not have sonebody deval ue our currency... our conpanies
will be revived because they can now borrow nore noney.

"In addition, of course our ringgit is revalued upwards. Then if
compani es have to borrow to purchase sonething fromoutside, they would
not need so nuch noney as they do now," Dr Mahathir said.

The Prime M nister also dismssed fears that the public's savings in the
banks will be frozen follow ng the inplenentati on of the neasures.

"There is no reason. The internal econony is not touched in this matter.
The donestic financial systemw || become stronger and there is no reason
for us to freeze fixed deposits, for instance. The nmoney in the bank is
safe and will not be touched."

Later at a press conference, Dr Mahathir said Malaysia will scrap Rvb0O
and RML, 000 notes to nake it nmore difficult for individuals to repatriate
ringgit in cash. Banks will no | onger allowindividuals to repatriate
ringgit to | ocal banks after COctober 1.

"W are going to denonetise the 500 and 1,000 notes. So they cannot
bring it back (after Cctober 1) unless they carry it in very snal
denoni nations," he said.

Dr Mahathir al so said the Governnent sees no i nmedi ate need to establish
a currency board.

"The nost inmportant thing is whether we can control the novenent of the



currency ... do we have the power to control? At the noment, we don't see
the need for a currency board."

On whether the Governnment will introduce nore drastic nmeasures, Dr
Mahat hir sai d he cannot guarantee that there will not be anynore.
"Well, there will be consequential actions to be taken after this, such

as anending sone |laws related to the stock market |ike the use of
nonmi nees, in order to hide dealings fromthe Kuala Lunpur Stock Exchange, "
he sai d.
Except for unit trusts, he does not see why busi nessnmen need to use
nom nees.
( END)
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