17/ 03/ 1998

PM We'll act agai nst wrongdoers (HL)

Ram an Said
KUALA LUMPUR, Mon. - Datuk Seri Dr Mahat hir Mhamad said action woul d be
t aken agai nst those responsible for Sine Bank Bhd's RML.8 billion | osses

once investigations by Bank Negara have been conpl eted and t he w ongdoers
identified.

The Prime Mnister said the matter had been left to the central bank
whi ch woul d conduct investigations accordingly, adding that it would be
unfair for anyone to suspect any person of w ongdoing until investigations
wer e comnpl et ed

Dr Mahathir said: "We leave it to Bank Negara. We can't nmake wild
accusations and start suspecting this person or that person. This is not
the tinme...when we find out who the guilty are, we will take action."

The Prime Mnister said this after paying a courtesy call on visiting
Vi et namese President Tran Duc Luong at the Kual a Lunmpur Hilton.

Asked whet her nanes woul d be reveal ed after the investigations, Dr
Mahat hir said: "OF course...because we have to act against themif they
are in the wong. But bear in nind that those who borrow nay not
necessarily be in the wong.

"If there's m smanagenent, we will certainly take action. But if there's
none, for instance if | oans were given out and conditions were net and
there were proper negotiations and board neetings were held, then we won't
t ake acti on.

"But if | oans were given out w thout adhering to proper banking
procedures, then that is certainly wong. W should take action in such
situations."

Dr Mahathir was earlier asked to coment on calls nmade by sone quarters
that the nanes of Sine Bank's big borrowers be nmade public.

This foll owed the bank's announcenent on March 4 of its six-nonth
results ended Dec 31, 1997 which reported a group pre-tax | oss of RML. 81
billion.

The Prime M nister also highlighted the fact that the problens faced by
many conpani es |i ke Sinme Bank woul d not have occurred if the ringgit and
share prices had not depreciated.

"W nust renenber that this problemwould not have occurred if the
ringgit did not depreciate. Many people are in trouble not because they
are not efficient or they want to cheat. They borrowed and hoped to pay
back but because the currency fell, they could not do so."

When pointed out that many had applied for |oans to buy shares, and
whet her the problens they faced now shoul d serve as a | esson to banks and
borrowers, Dr Mahathir said:

"It is alessonin a way. W have, in the past, advised themnot to buy
too many shares because it could lead to a distortion in the narket.

"But the fact renmmi ns that because share prices have gone up, they
borrowed as they were confident of paying up. But when certain people
del i berately disposed of the shares causing prices to drop, suddenly the
borrowers coul d no | onger pay."

Asked if a comm ssion woul d be set up to investigate Sinme Bank's | osses,
he said it would be if there was a need for it.

"But at the nmonment, | don't think it is necessary. It is a
strai ghtforward i nvestigation into banking practices and business... there
i s not hi ng unusual

"Under normal circunmstances, this thing woul d not have happened to Sine



Bank. But at present, nany conpani es just cannot pay sinply because the
prices of the shares they used as coll ateral have dropped bel ow t he | evel
when they borrowed," he said.

The Prime Mnister was al so asked to coment on criticisns fromcertain
quarters that the Governnment was only hel pi ng bi g conpani es which were
faci ng probl ens.

Dr Mahathir said the Governnment had set up lots of funds to help small
and nedi um compani es, addi ng that there was nothing the Governnment had not
done to hel p the poor.

He said: "W are being accused of trying to rescue conmpanies. There are
quarters who want to see blood... in other words, they want to see
conpani es col | apse. "

Dr Mahathir said he could not understand why the Governnent was not
allowed to hel p conpanies if they have not commtted any wrong. "Wen
t hese conpani es nmake profit, 30 per cent (of their profits) will go to the
CGovernnent. |If they failed, we will not get any revenue."

Dr Mahathir said no criticismwas levelled in the rescue of the
Continental Bank in the United States and the assistance given by its
government to troubl ed automakers such as Ford and Chrysl er and ot her
recession-hit conpani es by nmaeki ng cheap funds available to ensure their
recovery.

"Way is it we are not allowed to hel p our conpanies, not just the big
ones but also the small ones? W al so need to help the big conpanies
because they al so pay taxes."

But when the Government did this, it was accused of only aiding its
cronies, Dr Mahathir said.

"What cronies? The whole (of) Malaysia is our cronies. W are
politicians and if the people don't like us, we will lose (in the
el ections). So we have to hel p everybody," he said, adding that the
el ectorate includes not only the rich but the poor, too.

On assistance to snall and medi um conpani es, Dr Mahathir said efforts
made by the Governnent had not been highlighted.

"I nyself have gone to Japan to | ook for franchise and ways to start
smal | busi nesses. Nobody took notice but then they accused us of not doing
anything," he said, adding that the Governnent had even created a speci al
mnistry to help entrepreneurs.

Earlier, in a statenent, DAP secretary-general LimKit Siang called on
the Cabi net to direct Bank Negara to make public the outstanding suns and
full list of those whose non-perform ng | oans had caused fi nanci al
probl ens to several banks, including Sinme Bank, Bank Bumi putra, Abrar
Fi nance and Cenpaka Fi nance.

Limsaid it was tinme for "far-reaching refornms” to nake the country's
banki ng and financial sector "a nodel of accountability and transparency"”,
prot ect ed agai nst abuses of power, criminal breaches of trust and bail -
outs at public expense.

"The CGovernment shoul d be aware that national and internationa
i nvestors are sensitive about the soundness of this sector," he said.

In view of the "generally pessimstic outlook"” in recent foreign Press
reports, Limsaid, the Cabinet should restore confidence by insisting on
hi gh standards of accountability and transparency in this sector, starting
wi th Bank Negara naki ng public the outstanding suns and |ist of persons
wi t h non- perform ng | oans.

( END)
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