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PM CGovt working out formula on setting interest rate

Kang Si ew Li

THE Governnent is working out a fornula to try to reach an interest rate
| evel that is agreeable to the banks while, at the same tinme, not place a
burden on borrowers, Prine Mnister Datuk Seri Dr Mahathir Mhamad said

"We have sone ideas on how to go about it. But at the noment, we are not
able to divulge further details because these things are very sensitive
(to the market)," he told reporters after chairing a two-hour |ong Barisan
Nasi onal (BN) suprenme council neeting in Kuala Lunmpur yesterday.

"W have to handle this nmatter very carefully," he added.

Dr Mahathir said one of the problens in tackling the issue is that
"sonetines, interest rates on ringgit |loans are higher in other countries
and people tend to nigrate (their noney) to those countries concerned to
take advantage of the higher deposit rates.

"Therefore, we have to be very careful when lowering the effective
interest rates," he added.

The effective interest rate is the rate consumers borrow at.

Dr Mahathir said the nost inportant thing is the effective interest rate
and not the base | ending rate (BLR)

"The BLR is okay as far as we can see, but the effective interest rate
(of local banks) is very high," he said.

Last Saturday, the Prime M nister had urged | ocal banks to cut their
| endi ng rates, saying they should not nake too nuch during hard tines.

On when he woul d expect to see a uniformty in lending rates by | oca
banks, Dr Mahathir said: "W can't say precisely, but | think once one
bank does it, the others, if they have the funds to | end out, wll
follow "

Deputy Prinme Mnister and Finance M nister Datuk Seri Anwar |brahim who
was al so at the neeting, said several |ocal banks have already | owered
their effective interest rates following Dr Mahathir's call.

On the neeting, Dr Mahathir, who is also BN chairman, said the party
| eaders di scussed i ssues pertaining to the "current econom c situation in
Mal aysi a, the various steps being taken, why and how t he crisis happened
and the BN s role in protecting the country's econom c interests”.

"This is the tinme when all BN nenbers should stand united and toget her,
explain to the people what is going on in the country to avoid any
har dshi p anong the people,” he said.

Dr Mahathir said during the nmeeting, sonme BN | eaders had rai sed sone
points. "W discussed these points and we clarified what we (the
Governnent) are trying to do and | think that will serve as an infornmation
base for them

"For exanple, the BN conponent | eaders concerned raised the point that
sone countries felt that Ml aysia should adopt a soft stance and not be
too aggressive (inits policies).

"We explained to themthat even if we were not aggressive, we will be
| anbasted as well. Therefore, whether we should be aggressive or not in
our stance, that is not nuch of a problem" he said.

Dr Mahathir sai d sone BN conponent | eaders had asked why peopl e seened
to fear making public statenments these days.

"The fear is on naking statenents or taking actions which are not to the
approval of market forces as these market forces will pressure the econony
by deval uing the currency or influencing a flight of capital to another
country.



"That we have al so explained (to the BN conponent |eaders), on what we
(the Governnent) are going to do to overcone this fear," he added.

On his recent intervieww th the Tinmes magazi ne which had featured him
as "one angry man who thinks the West is out to weck Ml aysia's econony”,
Dr Mahathir said: "As the interview |l asted one hour, only small extracts
of nmy answers were printed and nost of which sounds very negati ve.

"Because when you try to conpress an answer into one sentence, you
invariably carry the wong nessage.

"But | have no right to demand that | should have ny full answer be
printed in the Tinmes because that is the freedomof the press. The freedom
of the press neans you can suppress news which you don't want especially
news about people so unpopul ar |ike myself.

"That is part of the freedomthat you have,"” he said.

Asked whet her he woul d take any action against the Times, Dr Mahathir
said: "No, why should | take action? Freedom of the press neans the press
can say anything it |ikes but we cannot say anything we like."

The Tinmes had featured its intervieww th Dr Mahathir in its June 15
edi tion.
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