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Interest rates “nust stay firni

Francis C. Nantha

DEPUTY Prinme M nister Datuk Seri Anwar |brahim who is al so Finance

M ni ster, yesterday said donestic interest rates nust remain firm-
especially since offshore ringgit deposit rates now stood at about 20 per
cent.

He said the business comunity nust understand that interest rates
cannot be much | ower than the offshore rates as it could otherwi se lead to
an outflow of funds in ringgit terns.

"I't's very inportant that people who tal k about interest rates know t he
of fshore rates for ringgit. If you do not take this into consideration,
you are putting the entire financial systemat risk, because what is
st oppi ng peopl e frombringi ng out our funds?"

Anwar al so denied that a request had been nade to the Monetary Authority
of Singapore to assist in bringing down the rates for offshore ringgit
deposits.

"I think it was sinply a matter that was expressed in the Parlianent
there on all foreign currency deposits in general."

The offshore ringgit deposits in Singapore attracted attention recently
when interest rates breached the 40 per cent mark. They have eased to
about 20 per cent.

Mal aysia's three-nonth interbank rates are now nore than 11 per cent, up
from7.5 per cent in July last year, when Asia's financial problens began.
When asked about the statenment by Prinme Mnister Datuk Seri Dr Mhathir
Mohamad on interest rates on Saturday, Anwar said Dr Mahathir was nerely

expressing the general consensus of the business community who felt
interest rates were very high.

He said the Governnent did not deny the fact that the business comunity
was facing problens.

He expl ained the policy was to ensure the credit situation eases.

"I personally believe interest rates should be determ ned by market
forces."

Asked if they could conme down in the near future, Anwar said the centra
bank had that option, but high offshore rates for ringgit deposits nust be
taken into account.

"The option nust be kept open through the central bank. Arate cut wll
af fect adversely the currency and inflation.

"l personally would like the interest rates to come down but what can we
do when there are so nmany ot her factors to take note of ?

"What is nore critical nowis the easing of credit. This can be partly
resol ved by the setting up of the proposed asset managenent conpani es.

"The AMCs will take over part of the non-perform ng | oans of the
country's banks and that should enabl e commerci al banks to disburse | oans
to the various sectors of the econony.

"We cannot direct the banks as to who or to which sel ected conpany they
shoul d di sburse these | oans to.

"Not every captain of industry or prom nent businessman can expect that
| oans nust be disbursed to them because of their position or influence.

"I want to say that such a nove will be very unw se."
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