20/ 06/ 1998

Message by PMis clear, says | eadi ng banker

THE nessage by Umo president Datuk Seri Dr Mahat hir Mbhamad on the
econony is clear and nenbers shoul d study the content of the speech
careful ly, Arab Ml aysi an Devel opnent Bank G oup executive chairmn Tan
Sri Azman Hashi msai d yest erday

He said Dr Mahat hir expl ai ned cl early about deregul ati on, gl obalisation
cronyi smand nepotism which are Western-coi ned words, and succeeded in
translating theminto the Mal aysi an cont ext.

Asked i f the speech woul d change anything for the banking sector, Aznman
said for the time being, there was pressure for banks to open its doors to
f orei gners.

"I think the banking sector is being | ooked at very closely at the
nonent .

"However, the market forces of the devel oped countries wanted us to be
conpl etel y open and we have seen that when we are conpletely open, as in
the currency situation, it affected us.

"Currencies can easily flowin and out of the country in huge anmounts.
W open ourself to a big disadvantage," he added.

However, he sai d Mal aysi a had been nore open conpared to sone countri es.

"Qur stock market is very open. There is not nuch restrictionto
foreigners. That i s why when funds want to nove in, they nove in, and when
t hey want to nove out, they nove out.

"The foreign content in our stock market is very hi gh because we are
open. | think, inaway we are investnment friendly."

Azman al so said the West had al so nade words |ike bail-out |ook like a
crimnal act, although bailing out conpanies in the Wst was a norma
t hi ng.

"Bail-out is not dirty work. It is a necessity. There are certain things
that we rnust bail out.

"There are conpani es which are critical to the econony. You have to do
somet hi ng about it."

Asked why t he Governnent was so conbative of the word, he said:

"To me, we must accept the fact that there are good and bad bail -outs.

"Where things are productive and useful to the country, if you don't
bail-out it is going to be a negative thing. W should be careful in our
own assessnent."

Asked i f he considers hinself a crony, he said: "I amdefinitely a crony
by any definition. | amhappy to be one."

Meanwhi | e, Bernama reported that Azman said | ocal interest rates could
stabilise if offshore interest rates on the ringgit fell.

"Wth the intervention by the US and Japan to support the ailing yen, |
was told that the overseas ringgit rates have now cone down to 11 per
cent, hurting the speculators," he added.

The specul ators had of fered rates on the ringgit as high as 30 per cent
on the expectation that the | ocal currency would drop further, he told
newsnen after Prime M ni ster Datuk Seri Dr Mahat hir Mohamad of ficiated the
Umo general assenbly in Kual a Lunpur

"Wth ringgit offshore rates having fallen to 11 per cent, | hope there
will be noincentives for funds to fl owout of the systemand maybe t hen
our rates can stabilise," he added.

Borrowers of domestic financial institutional funds felt that the rates
charged on themwere quite high, he said.



"Even for the banks thensel ves, the existing cost of funds (COF) that
t hey have to bear is not fair. Banks' interest rates are with the COF,
whi ch i s how nuch we pay for the deposits," he said.

Currently, banks were offering up to 11 per cent interest on deposits
but when statutory reserves, overheads and nmar gi ns were added, the rates
are higher at about 16 per cent, Azman added.

On the actual spread of interest charged, he said it varied fromone
custoner to anot her.

"The stronger and | ess riskier the customer, the | ower the spread will
be, " he added.

He sai d banks had to nmake an effort to lend to help resuscitate the
econony but, still, they had to balance this with the needto lend to
"good bor owers".
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