30 MAY 1998
Mahat hir - interest
MALAYSI A WORKI NG QUT WAYS TO REDUCE | NTEREST RATES, SAYS PM

KUALA LUMPUR, May 30 (Bernama) -- Ml aysia is working out ways to | ower
interest rates, said Prine Mnister Datuk Seri Dr Mahathir Mhanmad who
described the current effective interest rate of between 15 and 16 per cent
as very high.

He said the actual lending rate i s dependent on the cost of noney, the
mar gi ns banks i npose on borrowers and inter-bank borrow ngs.

Dr Mahathir said:"W are under pressure because as you know, the
so-cal l ed market forces want us to increase interest rates.

"So conpanies will go bankrupt.... they say conpani es shoul d be
bankrupt . "

The prime mnister was approached by reporters on the matter after
openi ng the 45th general assenbly of the Ml aysi an Chi nese Associ ation
(MCA) here.

Feedback from the business community relayed to the National Econom c
Action Council (NEAC) indicated that current interest rate at 16 per cent
had a crippling effect on their business because of very costly servicing
of | oans.

Dr Mahathir said the government however had a different viewthat if a
conpany were to go bankrupt, the government too would go |ikew se.

On banks being over-cautious in disbursing | oans, he said the
government wanted credit growh to be increased but banks |acked the
confidence in the future performance of conpanies.

"W have to nudge the banks (to give out nore |loans) ," he said.

On the soon-to-be established Asset Managenent Conpany (AMC), Dr
Mahat hir said it would not take over all the non-perform ng | oans (NPLs) of
the country's banks.

"Wher e banks can nanage their NPLs, we will not touch them but where
NPLs grow so nmuch so that banks may be hanpered from gi ving out |oans, we
will take over the NPLs so that banks can | end again," he said.

Asked whet her the AMC woul d be responsible for the nmerger of smaller
conpani es, he said that woul d depend on how the AMC managed its operations.
On the benefits Malaysia could gain fromJapan's indication to trade
with Malaysia in the yen, the prinme mnister said in the past, when the yen
depreci ated, Malaysia could not gain fromit because contracts were

denom nated in the US dollar.

In the past, 70 per cent of Malaysia's external trade was conducted in
the US dollar despite trade with the United States only accounting for 18
per cent of the country's total trade.

Asked for his views on the G oss Domestic Product (GDP) growh for the
first quarter of the year, Dr Mahathir said:" | do not think it is going to
be good.

"By | ooking at things, as they are now, you have to accept the fact
that the econony is facing a | ot of problens.”
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