24/ 12/ 1998

Mustapa criticises foreign nmediareports on Mal aysi a

REFUTI NG cl ai ms by a London-based i nvestnent firm Second Fi nance M ni ster
Dat uk Must apa Mohamed sai d Mal aysi a was far fromgoi ng i nt o bankruptcy as
the Governnent's financial position remained firm

"Mal aysia wi |l not go bankrupt, this is only propaganda created by
peopl e who are j eal ous of Mal aysia," Mistapa sai d when asked to conment on
two articles suggesting that the country's econony was deeply troubl ed.

The article was witten by David Roche of London-based i nvestnment firm
I ndependent Strategy, in his articles which appeared inthe International
Heral d Tri bune and Ti me nagazi ne recently.

The article in International Herald Tribune titled "Mahathir's Econonic
Policies Could Bring H's Downfall" appeared inits Dec 15 issue, while the
Dec 21 issue of Tine carried his conment under a headline "Mwving in the
Wong Direction".

Speaking to reporters in Jeli, Kelantan, on Tuesday ni ght, Mistapa said
certain quarters including the foreign media could not acccept the fact
that Mal aysia could handle its economic matters on its own.

"They have al ready nade their concl usion before finding the argunment to
back up their clains.

"These are irresponsi bl e peopl e and they are the ones who will affect
t he prospect of the country's econom c growt h," Mistapa said.

The I nstitute of Strategic and I nternational Studies director Dr Zai nal
Aznam Yusof sai d Roche had painted a di smal econom ¢ story on Mal aysi a.

"My conclusion is that the witer is not careful in his facts. He tends
to paint a black picture about Ml aysi a and does not want to bal ance the
whol e thing," he said.

Speaking in a tel ephone interview, Zai nal stressed that Roche had fail ed
to nention the (positive) neasures inplenmented by the Governnment to revive
t he economy such as the i ntroducti on of sel ective forei gn exchange rate
control s and establ i shnent of Pengurusan Danaharta Nasi onal Bhd and
Dananpdal Nasi onal Bhd to handl e non-perform ng | oans and recapitalise the
banki ng sector.

"It's true that our living standards has been eroded by the econom c
probl ems, but our social structureis still intact and remai ns robust."

Zai nal pointed out the witer had al so nade several nistakes in his
"eval uati on of Mal aysi a"

"Sonme of the facts are totally wong. For exanple, with regards to the
poi nt that our current account was in deficit. Actually, we were expected
to have a surplus account this year and next year

"According to Bank Negara's forecast, the country will have a surplus
account estinmated at about RVMRO billion this year. In 1999, it was
estimated to be a surplus of RML1 billion.

"W have al ready exceeded the trade surplus forecast for the whol e 1998
inthe third quarter (with a trade surplus of RM38.7 billion)," he said,
noting inthe first half, the country had regi stered current account
surplus of RML5 billion

Zai nal said another factual m stake nade by Roche was t he | evel of the
| ocal banking sector's non-perform ng | oans, which he clainmed to be at
around 40 per cent of the total |oans.

"Roche's point that our NPLs | evel was at 40 per cent and that it
required us RVb6 billion to recapitalise the sector was way of f mark.

"This is because our net NPLs based on the six-nonth classification was



about 8.9 per cent of the total loans in June, and this was slightly
reduced to 8.1 per cent as at end- Septenber, which is about one third of f
his estimates," he said.

He noted that if the NPL | evel was based on the three-nonth
classification, our NPL rate woul d be slightly higher than the end-

Sept enber figure

Presenting his case on Roche's articles even further, Zainal yesterday
wote an article which was sent to International Herald Tribune by the
Nat i onal Econonic Acti on Counci l

Copi es of the article were distributed to the Press.

He said: "The gist of his piece warns that Malaysia's ~... policy of
capital controls ... is nothing short of disaster'. In short, "Ml aysian
l'iving standards will plumet' |eading to ~social upheaval that will force
M. Mhathir togo ..."

Zainal said essentially, the article was an argunent agai nst Mal aysia's
own approach in overcom ng the financial crisis.

"Unfortunately, Roche's sweeping, sinple-mnded story with the unhappy
ending will not hold as it is unreasonabl e, wei ghed by excessive
pessi m sm factually wong and i naccurate."

Wth regards to Roche's estimates that Mal aysi a needed RVB8 billion
worth of funds for economnic recovery and that the country was resorting to
"printing noney", Zainal said, " again, is too excessive".

He poi nted out that official estinmates showan anount of about RVG8
billion and that there were sufficient external and i nternal sources to
fund this recovery bill.

"The recent Japanese funding assi stance to Mal aysi a and t he expect ed
al l ocation fromthe Myazawa Pl an wi || neet nuch of Mal aysi a' s needs.
Printing noney is not an option at all."

Zainal saidin an effort to paint the grinmest picture possible, Roche
had failed to report on the details and progress of restructuring and
ref orm ng t he banki ng systemt hrough Danaharta, Dananodal and the
Cor porat e Debt Restructuring Committee and ot her detail ed neasures
contained in the Nati onal Econoni ¢ Recovery Pl an.

"They are maki ng headway, and the breat hi ng space provi ding by the
exchange rate controls is breathing sone life into the econony.

"Even so sone fine tuning of the controls is expected and that woul d
boost investor confidence... Al inall, Roche's prognosis of a Ml aysi an
di saster is premature,” Zai nal said.
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