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Extend credit to keep econony goi ng: Rubin (HL)
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US Treasury Secretary Robert Rubin yesterday said | ocal banks nust extend
credit to "genui ne and capabl e i nvestors” to keep t he Mal aysi an econony
goi ng.

Echoi ng a cal|l al ready nade repeatedly by the Governnent to banks, Rubin
listed "requiring the | ocal financial sector to give out | oans to genui ne
and capabl e i nvestors” as one of five areas that Ml aysi a shoul d focus on
when it enbarks to reformits econony to deal with the current problens.

The other four are in the areas of equity and capital restrictionin
forei gn ownershipinlocal conpanies; ensuring that nergers are carried
out on a transparent basis; strengthening the banking sector; and
mai nt ai ni ng sound fiscal policies.

"Cbviously, all these are difficult to do, and will take place in tine
considering that the regionis right inthe mddle of adifficult
situation," he told a di al ogue session in Kuala Lunpur on respondi ng to
the Asian crisis.

Deputy Prime M nister and Fi nance M ni ster Datuk Seri Anwar | brahi mwas
al so at the roundtabl e session.

Rubi n was in Mal aysia as part of his second tour to Asian countries
affected by the financial crisis that will be one-year old by the end of
this week.

He arrived i n Kual a Lunpur on Sunday and | eft yesterday after a courtesy
call on Prine Mnister Datuk Seri Dr Mahathir Mhamad

He had al so net Anwar and Dai m separately.

At the dial ogue, Rubin said Ml aysia has been able to shield itself from
the worst of the region's crisis.

Its success as well as the region's ability to weather the problens,
however, hinges on changes and reforms as well as recognising the
probl ems’ exi stence.

Rubin cited | ack of transparency in relationships anmong financi a
institutions, investors, conpani es and governments as one of the main
factors contributing to the crisis.

"Looki ng back at what had happened in the | ast couple of years,

i nternational investors had extended credit far fromthe focus of
avail abl e i nformati on and on ways the ri sks were managed. "

He adm tted, however, that the crisis has al so pointed out the need for
an i nproved gl obal financial narket sector.

Busi ness | eaders, he said, have voi ced concern over internationa
capital market flows and flaws i n the way i nternational capital nmarkets
wor k.

Rubin said the US remains committed to the region and i s confident that
the countries affected have the strength to recover

"There is still a long way to go before stability and econonmic growth
can be restored to the region

"Adifficult tinme |lies ahead before we can see recovery. But there are
signs of progress," he said

On the preparations for globalisation, Rubin said nations should
strengthen their banking systens, pronote greater transparency and
di scl osure on matters regarding financial i nformation by both private and
public sectors and ensure investors bear the consequences of their
actions.

Later, Rubin told a press conference that the International Mnetary



Fund (I MF) does not have a "one-formula-fits-all" approach for the
recovery of countries faced wi th econoni ¢ and financi al probl ens.

| ssues and neasures that needed to be considered for the econonic
recovery of countries under the | M- progranme are extrenely conpl ex and
vary fromcountry to country, he added.

"What the | M- does, is to find the right balance and as tine goes on it
makes adj ustnents i f circunstances warrant them™

When asked if a tighter nonetary policy will hurt an econony, he said on
bal ance the | MF has taken the right approach

Al oose nonetary policy, he said, will result in greater depreciation of
a currency which then "l eads to higher inflation and runs the ri sk of
deterring outside investnment and encouraging capital flights, and
increases the difficulty in repaying the debts denonminated in a foreign
currency".

"On the converse, a nonetary policy that is too tight runs the risks of
strangling the economny.

"So it seenms to nme what the | MF has done is just about right ... it has
triedto find the right bal ance between the two considerations so that it
can rebuil d confidence and support the currency, and at the sanme ti ne not
strangl e the econony," he said.

Wien asked for his comments on the interest rate regi ne that Ml aysia
has to adopt, he said the US agrees with the IM s viewthat the interest
rate regi me has to hel p support the currency.
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