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THE Governnent wil |l assit businesses to obtain conpetitiveloans from
out si de t he banki ng systemeven as it seeks ways to | ower interest rates,
Prime Mnister Datuk Seri Dr Mahat hir Mhanad said.

"We are finding ways where the interest rates are naintai ned at present
| evels or slightly | ower, while other methods of financing could be
provi ded to busi nessnmen, perhaps not through the banking system

"As such, the cost of doing business could be reduced,” he told
Par|lianent yesterday.

However, Dr Mahathir, who has been critical of banks' reluctance to | end
to even productive and qualified busi nesses, did not give details on the
nove to obtain credit fromoutside the banking system

He was replying to a supplenentary question fromJimy Lim@Ji my
Donal d (BN-Sri Aman) at the Dewan Rakyat.

The Prime M nister said interest rates cannot be brought down
drastically as this will di scourage Mal aysi ans fromsaving with | oca
banks. I n additi on, whenever the Governnent tries to reduce the i nterest
rates to assi st busi nessnen, sonme countries would raise their rates to
attract ringgit into their banking systens.

"W try to reduce the interest rates as nuch as we can. But our problem
isthat while we try to do this, other nations purposely increase their
rates, sometimes as high as 40 per cent.

"Due to this, nmany Mal aysi ans tend to place their noney abroad for
better earnings. In the end, the | ocal s banks have | ess noney to lend."

To the original question fromDr Tan Seng G aw ( DAP- Kepong), the Prine
Mnister saidit is difficult for the Government to project when the
economy wi Il recover as long as currency traders have the power to attack
currenci es.

Dr Mahat hir said such traders can only be disciplined by their own
government s whi ch al so benefit whenever the former nmake huge profits.

The Prine M nister also clarified that there is no conflict in the
Governnent's policies of reducing public expenditure and promoting
liquidity in the financial sector.

"We decided to reduce spending by 20 per cent. But this does not nean we
want conpanies to stand still. If they are not earning good profits, the
Governnent's earnings fromtaxes will not be sufficient.

"That i s why while the Governnment reduces public spending, we al so want
the private sector to be active and continue with their respective
busi nesses. The sector | acks funds, so the Governnent adds nore funds to
t he banks."

He cal l ed on Mal aysi ans to be patient and continue to support the
Governnent's neasures to hel p the country weat her the present econonic
sl owdown.

He urged themto continue to save with | ocal banks and not transfer
their funds to foreign ones.

"They shoul d al so stop buying i nported goods and reduce their overseas
trips. Wth the rakyat's support and the Governnment's initiatives, we can
reduce t he i npact of the economc crisis," Dr Mahat hir added.

On the success of the neasures so far, the Prine Mnister said the fact
that the country remains in no need of aid fromthe I nternati onal Mnetary
Fund (I MF) is proof that the econonic policy is appropriate.

"“I'f our handling of the econony had not been good, we woul d have



requi red assi stance frominternational bodies fromthe beginning.

"But due to our financial strength before our currency was attacked, the
Governnent and the private sector do not need to borrowa | ot from
overseas. The country's strong financial position has hel ped to reduce the
crisis we are experiencing.”

Nonet hel ess the ringgit is still exposed to attacks and this nakes it
difficult for the Governnent to restore the econony, he said.

"We tried to defend the ringgit's value, but |ike other nations, it
coul d not save the econony. Now, we try to reduce the use of foreign
currencies, particularly the USdollar, inour international trade," he
added.

At the sanme tinme, the Governnment is stepping up efforts to pronote

exports.
"Thi s strategy has succeeded in reducing the deficit in the country's
bal ance of payments, to the extent that we have a surplus of RML6 billion

inthe first four nonths of the year.

"We are al so opting for barter trade and bil ateral paynents
arrangenents. As such, the need for currency exchange has been reduced. "

O her neasures include the setting up of Pengurusan Danaharta Nasi ona
Bhd to relieve the banking systemof the pressure of non-performng | oans;
increase in funds for small- and medi um scal ed i ndustries; and a nove to
i ssue bonds in the donestic and foreign markets to boost liquidity, Dr
Mahat hi r sai d.

Addi tional neasures are being formul ated by t he Nati onal Econonic Action
Council. "The Governnent believes this will reduce the i npact of ringgit's
depreciation and the drop in share prices".

( END)



	PM: Cheaper funds for business sought (HL) (NST 21/07/1998)

