14 APR 1998
Mahat hir - econony
ECONOMY GAI NI NG STRENGTH, SAYS DR MAHATHI R

KUALA LUMPUR, April 14 (Bernama) -- The Ml aysi an econony is already
gaining strength with effective interest rates and the tight credit
situation easing slightly, Prime Mnister Datuk Seri Dr Mhathir Mhanad
sai d today.

He said there was even sone fl ow back of funds from Si ngapore unlike
previ ously when Mal aysi ans were shifting funds to foreign banks.

"The probl enms of the economy are not so much a natural phenomenon, but
nore on how we nanage it," he said responding to questions whether the
prol onged water crisis and peat fires would affect the government's efforts
to revive the econony.

The prime mnister was approached by reporters on this after delivering
a keynote address at the seminar on "Virtual Reality" organised by
Uni versiti Ml aysia Sarawak in Sungai Besi near here.

He cited that when the government nmade credit avail able inmediately for
t he autonobil e sector, car sales went up "with sales of Proton cars up by
62 per cent in March fromthe previous nonth."

"When there is a dry-up in the credit (available), the econony wll
sl ow down, " the prine mnister said.

On whether the availability of credit to the autonobile sector would
relieve pressure on interest rates, he said: "I think so...effective
interest rates are conmi ng down."

The prime mnister said Malaysia's interest rates were actual ly not
very hi gh.

"It has gone higher a little bit with the base lending rate rising to
between 11 and 12 per cent,"” he said.

However, he |anented that the cost of noney had gone up because sone
Mal aysi ans shifted their noney to foreign banks.

Consequently the | ocal banks had to borrow noney from foreign banks at
a cost, he said.

If Mal aysians put all their noney in |ocal banks, then there would be
no need to borrow from forei gn banks, he said.

"That's why the governnent appealed to Mal aysians not to put their
nmoney in foreign banks because you increase cost of noney which affects the
econony, " he said.

Dr Mahathir said that the tight credit situati on was easi ng now.

Asked on the progress of an International Mnetary Fund's (I M) study
on currency trading, Dr Mahathir said he has received the report fromthe
agency admtting there was a need for some regul ation

The I MF was now thi nking of how to inplenent the regul ations, he said.

Asked whether it could be done, he said: "Well it depends...if the
devel oped countries are willing to take action, it can be done.

"But devel oped countries could possibly not want to take action as
their econom es are not threatened as ours and they could have actually
gai ned (fromcurrency specul ation)...they may not want to take action,' he
sai d.

He said the IM-, in the report, also stated that currency trading was a
huge industry invol ving massi ve anounts of hedge funds as well as funds
owned by banks.

Hedge funds al one anmpbunted to US$180 billion worldw de while banks have
funds to the tune of US$23 trillion.

The prime mnister said:"Wth such huge funds for currency trading, it



is difficult for governnents |ike Malaysia to defend itself."

As far as the Mal aysi an econony was concerned, the governnment has only
about US$20 billion in reserves, he added.-- BERNAVA

MK AZZ MR rn



	ECONOMY GAINING STRENGTH, SAYS DR MAHATHIR (Bernama 14/04/1998)

