09/ 11/ 1998

No pl ace for negativism

THE | ack of credit in the private sector can be eased if the financial
institutions are not tardy inresponding to the Governnent's call to make
| oans avail able. The gravity of the situation should not be taken lightly.
Money is the lifeline of business. Wthout credit, growh wll cometo a
standstill. As Prinme M nister Datuk Seri Dr Mahat hir Mohamad says, "...
econom c recovery i s dependent on the private sector's vigour to carry out
its business with the banks' assi stance. The nore vigorous the private
sector, the faster the recovery will be."

But there is no show of redenption in the banking comunity's attitude
since the first call for continuation of |ending activities. As Dr
Mahat hir observes, banks still refuse to approve | oans despite the
Government's policy that credit growmh for this year nust not be | ower
t han ei ght per cent. Banks, which claimto espouse nati onal aspirations
and support the Governnent's econonic recovery nmeasures, should put their
nmoney where their nouths are. A brazen sonersault of verbal support and
commitrment will offend the sensibilities of the people. They shoul d not
pursue policies that mlitate agai nst the private sector, especially the
econom ¢ growh priority areas. Their reluctance to |l end financial support
inrainy days reveals their Shylock heritage - a trait that has no place
inthe country's bid for econonic revival

The banks' excuses are cloaked in self-righteous justifications such as
"we have a duty to sharehol ders; we nust tidy our own books; we have to
cl ean up our bal ance sheets". The refusal of branch managers to approve
| oans wi thout instructions in black and white refl ects the spinel essness
of the personnel in the banking conmunity. Their negativi smundercuts, if
not kills, the ability of private businesses such as exporters to |l ead the
recovery. As conpl ai ned by many borrowers, banks are nore concerned
whet her a business is lowrisk rather than being a partner in the growth
of a business. Since the Sout heast Asian regi on was ravaged by the
econom ¢ crisis, there have been cases where export-oriented snall-and-
medi umscal e enterprises were denied credit despite the viability of their
operations and evi dence of export orders for the next two years

Undoubt edly, financial disciplineis the need of the hour in the private
sector as well as the financial sector. But surely, it need not be carried
to the extrene where the engi ne for economc recovery - the role played by
the private sector - is switched off. Credit allocation in these trying
times must not blindly conformto conmrercial criteria w thout due
consi deration of the econom ¢ scenari o and t he Governnment' s nmacr oeconormi ¢
neasures for internal and external bal ance. Preservation of the soundness
of financial institutions and public confidenceinthemrequire nmeasures
as set by Bank Negara. These are not achi eved by putting a brake on
credit. It isinstructive to bear in nmindthat the credit crunch is one of
the main contributors to the Great Depression. The banking conmunity nust
ask itself: Only 70 years after the Great Depression, does it want history
to repeat itself?

The econonmic problemis largely aliquidity crisis. Credit restraint, as
seen in the | MF nedicine which has alnost killed its patients, is hardly a
liquidity response. W can avoid the sane fate but banks nust give the
Governnment and the private sector a hel ping hand i n generating fuel for
economi c recovery.
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