18/ 09/ 1998
RML1bn returned from Si ngapore: Mhat hir (HL)

Kamar ul Yunus
SOVE RML1 billion has returned honme from Singapore foll ow ng the
Governnent' s exchange control measures instituted early this nonth, Prine
M ni ster Datuk Seri Dr Mahat hir Mhamad.

"W have checked this (the noney that was in Singapore and has been

brought back to Malaysia) ... it is now about RML1 billion," he told
newsmen after watching the Commonweal th Ganes' athletic events at the
Nati onal Stadiumin Bukit Jalil, Kuala Lunpur

The foreign exchange controls, announced by Bank Negara on Septenber 1
were principally ainmed at bringing back ringgit currently hel d overseas.

It is believed that a significant amount of ringgit, estimted at RM20-
RV25 billion, is deposited with banks in Singapore which of fer higher
interest rates than those i n Mal aysi a.

The neasures were intended to deny specul ators access to the currency
and mnimse the inpact of destabilising short-termcapital flows on the
donesti ¢ econony.

The neasures, anpng other things, end ringgit's convertibility outside
Mal aysi a from Cctober 1

"They have si phoned our ringgit to Singapore ... Nowthat the ringgit in
Si ngapore is no longer legal tender, that ringgit has to cone back because
outside Malaysia, the ringgit is useless.

"They are forced to bring back the ringgit.

"So now we have a lot of noney in circulation and the liquidity problem
is nostly resolved," he added.

Dr Mahathir said Mal aysia tolerated Singapore all this while because the
country was not facing econonic probl ens.

"We are now experiencing econom ¢ problenms and they (Singapore) continue
to do this.

"We ask themnot to but they ignore us, so we take action.

"The ringgit they are holding nust now be here. If they are not, they
(Singapore) tend to |l ose billions,"” he added.

Asked how much noney has been punped into the banking systemfoll ow ng
the vari ous neasures taken by the Government to increase liquidity in the
country, Dr Mahathir estinmated that some RMLO billion are in circulation
following the 2 per cent cut in the statutory reserve requirenment (SRR
effective | ast Wednesday.

"Now, we have a lot of noney in circulation ... For every 1 percentage
cut in the SRR, sone RV billion is punped into the banking system Wen
we reduced the SRR by 2 percentage points, that neans RMB billion.

"This should enable banks to lend ... If banks don't lend, we will check
on them" he said.

The SRR of banking institutions is now at 4 per cent of their eligible
liabilities from6 per cent previously.

Dr Mahathir was al so asked whet her the Governnent will adopt a sinmilar
action agai nst Singapore as it did to Britain, barring British firnms from
vying for government contracts, follow ng nedia attacks on governnent
| eaders.

He said the Governnent is in a way al ready taking action agai nst
Si ngapor e.

"In away we are doing it...we have stopped their Cob (Central Limt
Order Book) International trading," he added.

Rel ati ons between the two countries turned sour of late follow ng



several actions by the republic to underm ne Mal aysi a.

The latest were remarks made by its Senior Mnister Lee Kuan Yew in his
menoi rs, "The Singapore Story".

Asked whet her the Governnent will ban Lee's nenoirs in the country, he
said: "Wiy should it be ... this is a free country.

"Peopl e can say what they want but they must be renenber that if they
make the people angry, that will sinmply nake it difficult for us to have
good rel ations with Singapore.

"Even if Mal aysian | eaders want to have good relations with their
counterparts in Singapore, Ml aysians may not want the Government to do
So.

"The | eaders, of course, nust respect the wi shes of the people,” he
sai d, addi ng Mal aysi ans can ignore Lee's nmenoirs but they will not happy
when the nenmoirs run down the country's respected | eaders like late prine
m ni sters Tunku Abdul Rahman and Tun Abdul Razak Hussei n.

( END)
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