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"Easi ng of nonetary policies has hel ped Danaharta'

Anita Gabriel; Pratap Paraneswaran

PENGURUSAN Danaharta Nasi onal Bhd managi ng director, Azman Yahya said the
Budget, as expected, has addressed the need to stinmulate the econony. This
is inmportant especially if one sector is stinulated it will have a

mul ti plying effect on the other sectors which is crucial to achieving
growt h

From Danaharta's operational view point, he said, the easing of nonetary
pol i cies such as the reduction of interest rates and Statutory Reserve
Requi renents has trenmendously hel ped t he conpany.

Fol | owi ng t hese neasures, he said, Danaharta does not need cash to buy
t hese bad | oans anynore.

"I nstead, we can issue bonds to banks for purchase of non-perform ng
| oans (NPLs) as they are quite liquid now," he said.

On whet her the budget deficit will result in a substantial increase in
inflation, he said this is not necessary as the country has suffered quite
a deflationary inpact fromthe crisis.

In the budget report, First Finance Mnister Datuk Seri Dr Mahathir
Mohamad said Danaharta will acquire up to RMB billion of NPLs from21
financial institutions by the end of 1998.

Azman said the Governnent's contribution to Danaharta is RML.5 billion
but that is only applicable this year. However, from next year onwards the
funds will conme from Danaharta itself.

On the tax incentives for financial institutions such as tax exenpt for
50 per cent of the ampunt in the interest-in-suspense account and stanp
duty and real property gains tax to reduce cost of nmergers, Azman said
banks have been pushing for this.

"The exenptions are quite useful as this will give banks a | ot of
breat hi ng space,” he said.

Currently, loans in arrears for six nmonths or nmore, in respect of
principal or interest paynments, are categorised as non-peform ng | oans.
Interest fromNPLs are credited into the interest-in-suspense account.

Interest income under these accounts are taxed, based on accrua
al t hough the incone has not been received.

Total interest-in-suspense accounts as at end of August 1998 stood at
RV6 billion on an accunul ated basis. The first eight nmonths of this year
fromJanuary to August saw an increase in interest-in-suspense accounts by
RMB billion.

The proposal on this exenption is not retrospective and is only
effective for the year of assessnment 1999 and 2000.

Fromthe sovereign credit aspect, Hong Kong-based Sal onbn Snith Barney
head of sovereign credit research Steve Taran said the 1999 Budget is
certainly viewed as the Government's efforts to reflate the econony.

"Ths is critical in Asia, including Malaysia as without reflation, the
sovereign credit rating will not inprove as the external environnent
continues to renain negative," he said, adding however, that an inproved
sovereign rating is going to need a nore favourabl e external environnent.

Anot her point which rating agencies will be | ooking into is the overal
Gover nnent expenditure and obligations that needs to be fulfilled such as
financi al sector reforns.

"The burden is getting heavier but it is manageable for Malaysia as it
has a strong starting point which is its nbdest Governnent debt," he
conti nued.



On stimulating the econony through the 8 per cent |oan growth, Taran
said the perception that it may lead to inefficient reallocation of
resources is sinply prenmature. He added the pace and extent of the steps
taken by both Danaharta and Dananodal is encouragi ng.

"Clearly, the action to set up these institutions is the essential first
step. It is going to be an enornous task for the Governnment but so far it
has denonstrated that it is aware of the problens and this is a good
start," he said.

DRB- Hi com group chairman, Tan Sri Wra Mhd Sal eh Sul ong described the
measur es announced in the Budget as "innovative, pragmatic and busi ness
friend y".

The neasures provide strong i npetus for renewed growth and will spur
nore economc activities in these sectors nanely autonotive, banking,
construction and tourism
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