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Soft | oan boost for hard tines

ONE billion ringgit may not be too big an ambunt to finance projects being
undertaken by | ocal conpani es overseas, given that Ml aysi ans have
interests in so nmany ventures abroad. But as Export-Ilnport Bank of

Mal aysi a Bhd ( Exi m Bank) seni or manager Engku Husain Hazm Engku Enbong
said, many companies will find the soft |oan a big help during these hard
times. The bank will also be able to raise nore in the near future to
ensure that Ml aysian i nvestnents abroad are not at risk as a result of

t he econom ¢ downturn back hone. To date, Exi mBank has granted some RW2. 3
billion in |loans (excluding export credit refinancing or ECR) to Ml aysi an
conpani es i nvesting overseas. Applications for | oans fromthe bank have
nmore than tripled in the last year, reflecting a real need on the part of
Mal aysi an reverse investors for such financing.

The country's investnents overseas surged during the first part of the
1990s as a result of the Governnment's decision to encourage reverse
i nvestnent. Mal aysia's Sout h-South policy has much to do with this
deci sion. The Governnent, after having nmade it a point to boost trade and
i nvestnent with other devel oping countries within the context of the G oup
of Fifteen (G 15) introduced the bilateral paynents arrangenent (BPA) to
faciliate trade. The BPA saw the country's trade increase by nore than 300
per cent in the early 1990s. Wth regards to investnents, Prinme M nister
Dat uk Seri Dr Mahat hir Mhamad has al ways made it a point to bring
busi nessnen along with himon his regular overseas trips, opening doors
and opportunities for themto invest in the countries visited. At the sane
time, Malaysia Airlines was al so encouraged to fly to points thought then
as commercially not viable to facilitate trade and i nvestnent. By the m d-
1990s, Mal aysi an conpani es had becone househol d nanes in many countries,

i ncluding Africa, South America and | ndo- Chi na.

The benefits from Mal aysi an i nvest ments overseas are many. Al though
repatriation of profits can be expected only in the mediumto |long term
the exanpl es set by foreign investors in Mal aysia, especially the
Japanese, Anericans and Europeans, are very clear. The presence of their
busi nesses here has pronoted products fromtheir countries in the |oca
mar ket, and nost of them have been able to take advantage of the cheaper
| abour and excellent facilities to produce nore for |ess. The Japanese,
Ameri cans and Europeans have becone nore conpetitive through their
i nvest nents overseas and, over a period of tinme, their conpani es have
managed to establish thensel ves as international players as a result of
conpeting in the world markets. In tine, these conpanies will begin to
export their technol ogies or enter into lucrative joint ventures with
their host countries to devel op national products. Although the Ml aysi an
Governnent has a political m ssion of hel ping other devel oping countries
prosper, WMal aysi an conpanies stand to benefit the sane way the foreign
i nvestors in Ml aysia have benefitted through reverse investnent.

The regi onal econonic crisis that has affected the Ml aysi an econony in
the | ast one year, however, has drastically slashed i nvestnents abroad by
Mal aysi an conpani es. Bank Negara conceded in its recent annual report that
the uncertainty in the region had pronpted |ocal investors to defer the
i mpl ement ati on of sone overseas projects. This caused net overseas
i nvestnent (including retai ned earni ngs overseas) by Ml aysians to decline
to RMB.4 billion last year fromRMLO.5 billion in 1996. Wat Exi mBank is
doing is hel ping those planning to invest in new projects or expand on



exi sting ones to continue doing so, regardl ess of the rather gl oony
projections in the | ocal econonmy. Projects undertaken by Ml aysi ans abroad
shoul d continue to be enphasised in view of their long-termbenefits to
the country. As nost of their investnents abroad are in countries |east
affected by the regional turnoil - the US received 24 per cent of all
Mal aysi an reverse investments |ast year - the revenues earned in these
countries can be sent back to boost Ml aysia's forei gn exchange ear ni ngs.
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