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PM SAYS | MF' S | NTEREST RATE STRATEGY HAD DAVAG NG EFFECT

KUALA LUMPUR, June 25 (Bernama) -- Prine Mnister Datuk Seri Dr
Mahat hir Mohamad felt that the International Mnetary Fund's strategy on
i nterest rates which Ml aysi a adopt ed has danaged its econony.

Dr Mahathir explained that initially, it was thought that the IM's
strategy was very good.

"We adopted the strategy only to find out that it has damaged our
econony,"” he told a press conference after officiating the SM Showcase ' 98
organi sed by SM DEC.

"But, going back is very difficult as such we have to figure out how to
manage the econony after the danage has been done through shortening the
period for non-perform ng | oans, credit squeeze and hike in interest
rates," he added.

These have damaged a | ot of conpanies, Dr Mihathir said.

Asked if interest rates would cone down to nore acceptable |evels
foll owi ng the appoi ntment of Tun Dai m Zai nuddin as m ni ster of speci al
functions in the Prime Mnister's Departnent, Dr Mahathir said: "W are
trying to figure out but unfortunately our interest rates are affected by
interest rates on ringgit | oans.

"There is a tendency for our ringgit to go out of the country and this
has deprived banks of funds and that is very damaging to us."

Dai m has been advocating for lower interest rates to revive the
country's econony of |ate.

On May 27 when speaking at the Mal ay Chanbers of Conmerce's annua
general neeting, he said an extrenely tight nmonetary policy would bring
about unexpected adverse effects to the econony.

He al so said the credit squeeze had frustrated many busi nesses and had
also called for "balanced interest rates."

Dai m had stressed the stabilisation of foreign currency exchange and
the survival of the private sector, adding that high interest rates would
cause many busi nesses to | ose noney.

He had said views, especially those fromthe international comunity
that stability in foreign exchange could only be achieved through high
interest rates, should not be accepted in totality.

Dai m had believed that the governnent would agree to a decrease in
interest rates if banks had enough liquidity. -- BERNAVA
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