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Proposal for Tier-1 banks

Rashi d Yusof

THE Nat i onal Economic Acti on Council has recommended t hat Bank Negara

rel axes this year's 15 per cent ceiling on loans growh for capable Tier-1
banks, Prine M nister Datuk Seri Dr Mahat hir Mbohamad sai d yesterday.

The proposal, one of a series of recomendati ons on the banki ng sect or,
however, called for the overall credit growhto belimted to 15 per
cent.

O her banki ng-rel at ed recommendat i ons i ncl ude bri ngi ng down i nt er est
rates and borrow ng costs; boosting liquidity and reducing credit
pressures; reducing the Statutory Reserve Requi renment wi th Bank Negara by
one or two per cent; allow ng easier funding access to forei gn-owned
conpani es to starting a busi ness or expandi ng exi sting ones, and to
expedi ting the establishment of a bond market.

Each of the council's w de-rangi ng recommendati ons - others include
intra-Asean trade in |l ocal currencies and boosting food production - had
been accepted by Cabinet either in full or in part.

"The neasures are being i npl enented by the rel evant parties," Dr
Mahat hir, who is chairman of the NEAC, told t he Dewan Rakyat.

He was replying to an oral question fromQpposition |leader LimKit Siang
(DAP- Tanj ung) on the powers of the NEAC vis-a-vis the Cabinet and
Parlianent, its nodus operandi, recruitnment of staff and sal ary.

Dr Mahathir said the NEAC was akin to the body formed at the end of the
New Economi ¢ Policy period, rather than the National Qperations Council
established in the wake of the riots of My 1969.

The NEAC, anong ot hers, seeks to assist the Governnment to restore the
peopl e's and i nvestors's confidence in the econony, ensure the nati on does
not get into an econonic recession triggered by currency volatility and
fall in stock market.

Dr Mahat hir said menbers of the NEAC, its Exco, working conmittee and
t he executive director are not paid any sal ari es.

The wor ki ng conmi ttee has hel d some 200 neetings with representatives of
| ocal and foreign business organi sations in various sectors.

The Cabinet will al so consider views fromnenbers of the NEAC wor ki ng
committee and its Exco on natters li ke the strategy to further strengthen
t he macroecononi ¢ situation for this year, and bal anci ng t he need for
devel opment with nonetary and fiscal austerity.

Wiile it is early to gauge whether the two-nmonth-old council had been
able to execute its duties, Dr Mahathir said he was satisfied with the
efforts and contributions of parties invol ved.

More inmportantly, there have been signs of an econonic recovery.

He said the NEAC was forned to assi st the Cabi net and Governnent in
tackl ing t he econoni c probl ens. And al t hough t here were positive changes
inthe economc situation, the Governnent plans to enable the council to
function until after a full recovery.

On Bum putera interests, Dr Mahathir said measures |ike continuing
poverty-eradi cation programes, expansion of the small- and medi um scal e
i ndustries and efforts on education clearly showed the Governnent's
conmi t ment .

"Neverthel ess, as a pragmati c Governnent, we are al so aware that
progranmmes to assist the Bum puteras very nuch need a rapid econom c
growth. "

Therefore, he said, the Governnent needs to take neasures to expedite



econom ¢ growth. Although in the short term these nmeasures can be seen as
not benefiting the Bumiputeras, it has to be looked inlong term
perspective and benefits for the Buni puteras arising froma rapi d economnic
gr ow h.
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