24/ 09/ 1998
PM Curbs partly aimed at reducing reliance on S pore

Ei r mal asar e Bani

SOME of the exchange control s i nposed by the Governnent are nmeant to
reduce Mal aysi a' s hi gh dependence on Si ngapore, Datuk Seri Dr Mahat hir
Mohamad sai d.

The neasures, according to the Prime Mnister, have to be adopted as the
republic "had caused Mal aysia a | ot of problens”.

"I't is not a question of Chinese-Mlay, or anything like that. It is
(bet ween) Ml aysi a and Si ngapore. I n Ml aysia, we have Chinese (and) in
Si ngapor e al so we have Chi nese, " he tol d nenbers of the Ml aysi an Chi nese
Associ ati on and several Chinese associ ations who net himat his office in
Kual a Lumpur yest erday.

"What (Singapore) is doing to us is bad. For exanple, they introduced
hi gher interest rates and (our) nmoney went out to them" he said.

Such a nove affected liquidity in Ml aysi an banks, forcing some of them
to squeeze credit further by not | endi ng out noney to too many borrowers.

In just three weeks, the exchange controls have succeeded i n i nproving
liquidity inthe country's banks. Last week, Dr Mahathir said RML1 billion
had returned hone, nostly fromSi ngapore, since the Governnent decl ar ed
that all offshore ringgit would lose its | egal tender by Cctober 1.

Dr Mahat hir al so sai d al though the country is faci ng econom ¢ and
political problens, share prices on the Kual a Lunmpur St ock Exchange have
not gone down very much.

"I't (the KLSE Conposite Index) may not go as high as 1,400 points as
before but even if it manages to reach between 500 and 700 points, it is
enough. "

Dr Mahat hir descri bed Mal aysia as fortunate by conparison withits
nei ghbours as the Governnment and t he busi ness comunity have snal
external borrow ngs.

However, he said, the specul ative attacks on Mal aysia's currency and
share market have resulted in recession and | owered t he val ue of
properties used as col |l aterals for bank | oans.

"You cannot pay your debts as the val ue of your collaterals is nuch | ess
than the nmoney that you borrow.

"Everytime we tried to hel p, the foreigners attacked our currency and
share market. Because of that, we find that it is necessary to isol ate our
econony so that they cannot attack our currency and share narket anynore."

Wth the ringgit fixed at 3.80 against the US dollar, the Prinme M nister
sai d, businessnen can plan their operations and budgets know ng t hat the
val ue i s always the sane.

"Wth the interest rate fixed at 8 per cent, conpani es can borrow noney,
val ue their |l oans, pay for their debts," he said.

Dr Mahathir, who is also First Finance M nister, al so spoke about the
Central Limt Order Book (Clob) International in Singapore, which has
st opped tradi ng Mal aysi an shares si nce the Kual a Lunpur St ock Exchange
i ntroduced several neasures, one of which states that tradi ng of Ml aysi an
securities on Clob is not recognised

"They traded wi thout having to go through the KLSE. Now we have made it
i mpossible for themto trade in Singapore ... that they nust trade it here
in Mal aysia, and that is done by maki ng nom nee conpanies illegal.

"What Si ngapore used to do was create one nomi nee conpany. In the
nom nee conpany, there woul d be 200, 000 owners of shares and st ocks and
they woul d trade within the nom nee conpany.



"When they traded, our share prices went down. So they had been short-
selling and the price went down so | owthat actually share prices of
conmpani es i n Mal aysia were (worth) nuch | ess than the cash that they had,"
he said.

Wth the | ow prices of shares, Dr Mahathir said, the Governnment woul d
have been forced to ask for help fromthe International Mnetary Fund
(I MF).

"The IM- will force us to open up our conpani es so that they can cone in
and buy. Qur conpani es woul d have been bought by themat a very |ow price.
They coul d conme i n and buy the bi g conpani es and control the econony.

"But we don't want to allowthat, which is why we stopped C ob from
oper ati ng by maki ng nom nees illegal," he added.
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