15/ 04/ 1998
Econony gai ni ng strength, rates comi ng down: Dr M

Kamar ul Yunus
DATUK Seri Dr Mahat hir Mohamad says the econony i s gaini ng strength.
Interest rates are comng down while the credit situation has i nproved.

There is even an inflow of funds from Si ngapore now, unlike previously
when some Mal aysi ans had shifted their funds to foreign banks, the Prine
M nister told reporters in Kual a Lunpur yest erday.

Dr Mahat hir was asked on the state of the econony now nore than 10
nonths after the financial problens hit the region I ast July.

He said the Government is nmaking credit avail abl e to ensure conti nued
growh in the econony.

"When t he Government nade credit available for the notor vehicle sector
car sales went up inmediately ... sales of Proton cars, for exanple, went
up by 62 per cent conpared with | ast nonth.

"The reason is sinple. Wth credit avail able, people will buy cars.
Today, if thereis nocredit inthe banking system the econonmy will sl ow
down, " he added

Asked whet her the nove to ease credit in the notor vehicle industry will
relieve pressure oninterest rates, Dr Mahathir said: "Yes, | think so ...
interest rates are com ng down."

He said while the current interest rates of between 11 and 12 per cent
are consi dered not too high, the cost of noney is hi gh because | ocal banks
have to borrow fromforei gn banks.

"The cost of noney has gone up because sone Ml aysi ans have shifted
their nmoney to foreign banks.

"Due to this, the |l ocal banks have to borrow fromforeign banks at a
hi gh cost.

"That i s why the Governnent has appeal ed to Mal aysi ans not to put their
nmoney i n foreign banks because this woul d i ncrease the cost of nobney which
will eventually affect the country's econony, " he added.

Wien asked whet her the prol onged water crisis and peat fires would
af fect the Governnent's efforts to revive the econony, he said: "The
probl enms of the economy are not related to any natural phenonenon, but
nore on how we manage it."

He earlier delivered a keynote address at the opening of a three-day
sem nar on "Virtual Reality", in which he attributed the currency probl ens
facing the region to the negative use of virtual reality inthe activities
of currency specul ati on and tradi ng.
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