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Mal aysi a doesn't need hel p: | MF (HL)

Kamar ul Yunus

MALAYSI A does not need any financi al assi stance fromthe I nternationa
Monetary Fund (1 MF) to tackle the country's econom c probl ens in vi ew of
its strong financial sector, good econom c policy and the tough pre-
enpti ve measures al ready taken, its nanagi ng director M chel Candessus
reaffirned

In Kual a Lunpur with an I MF team si nce Thursday, he arrived at the
conclusion after two days of consultations with Mal aysi an | eaders,
including Prinme Mnister Datuk Seri Dr Mahat hir Mohamad and hi s deputy and
Fi nance M ni ster Datuk Seri Anwar | brahim and Treasury and Bank Negara
officials.

At a press conference at the end of his visit yesterday, Candessus sai d:
"l believe when one conpares Mal aysia with its nei ghbours, one must
recogni se that Mal aysia is not facing the sane situation as sone of the
ot her countries."

"Mal aysiais not likely torequire financial assistance fromthe fund,"
he said, adding that Mal aysia shoul d continue with the present strategy,
whi ch i ncl udes adopting tough neasures |i ke those announced by Anwar on
Decenber 5 to stabilise the econony and strengt hen econoni ¢ nanagenent.

The M- wi Il however continue to offer policy advice and techni cal
assi st ance when needed, Candessus said. The IMF teamw || return in March
to further discuss the inplenmentation of the econoni ¢ neasures.

"We are in constant touch on this,"” he said, noting that the country's
financial systemrenains reasonably strong as is its fiscal position which
nmeans there is no need to increase taxes.

Unl i ke some of the other countries, Malaysia's problens are | argely
attributable to the "contagion effect” sparked by the July 1997 de facto
deval uation of the Thai baht, he noted.

Neverthel ess, the | M- is concerned about the "excessive" credit growth
of the past two years. "W would |like to see sone easing... through
supervi sion and constant vigilance," the | M- chi ef said.

Wi | e acknowl edgi ng that credit expansi on, which had averaged 30 per
cent a year, has slowed to 27.5 per cent as a result of the measures taken
by the authorities, Candessus sai d Bank Negara has to nonitor the
financial systemclosely to nmake sure that the capital adequacy ratios are
complied with and non-perform ng | oans capped at | ow | evel s.

Mal aysi a shoul d al so consider raising interest rates toreinincredit
grow h and counter external pressure arising fromthe depreciation of the
ringgit, he added.

On his neeting with Bank Negara officials, Canmdessus said the centra
bank has indicated its readi ness to keep credit expansion in check and
continue to support the value of the ringgit.

In addition, the country's Budget, although adequate, nust be
strengthened fromtine totime with effective policies that take
cogni sance of probl ems caused by currency volatility, for exanple
inflationary pressures.

Asked about | M- s reported revision of Mal aysia's projected econonic
growmh rate to 2.5 per cent this year, Candessus appeared surprised,
sayi ng: "W have no official forecast ... not to ny know edge"

Mal aysi a has forecast a grow h of between 4 per cent and 5 per cent this
year, after expanding by nore than 8 per cent a year for close to a
decade.



On possible structural reforns, he said the systemof price controls for
a nunber of goods as well as intervention by the Governnment in certain
econom ¢ areas, which had served it well in the past, nmay need to be
revi ewed and possi bly abol i shed.

As for the proposed nmergers of |ocal financial institutions, Candessus
wel coned the initiative as it will |ead to consolidation of the sector and
put it in good stead to conpete with foreign players when the financia
market is further |iberalised.

Turning to the region, he said nuch progress has been achi eved by al
the worst affected countries, nanely South Korea, |Indonesia and Thail and.

Fromhis visits, Candessus said he noted "an overall sense of hope" for
the recovery of the econoni es.

"Wthin two or two and a half years, these countries will achieve growth
in anore sustainabl e way provided they followthe reforns they have set,"
he said.

Thail and i s neither seeking to renegotiate its existing progranme with
the | M- nor appealing for additional funds, while confidence in South
Korea has i nproved.

Drawn to the question of transparency in IM's activities and its
al | eged | ack of soci al agenda when pushi ng countries to undertake economic
ref ornms, Candessus sai d the organi sati on has al ways been supportive of
social programes which are critical for maintaining growh and reduci ng
unenpl oynent and poverty.

"I was in South Korea to avoid a worker-enployer collision and in
Jakarta | pressed the Governnent for nore soci al expenditure, sonething
whi ch commentators of | M- forget to say.

"W are the only institution in the world which is reviewed by 182
countries. The 182 nmenbers receive our reports and docunents daily," he
sai d.

Asserting that the IM-is not in the business of bailing out countries,
Candessus said: "Qur work is to help countries to establish confidence
anong i nternational investors... thisisinour charter... we help themin
their policies... toshorten the period of adjustment and ni ni m se soci al
costs."
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