24/ 07/ 1998
Sone proposal s al ready adopted: PM

Kamar ul Yunus

THE Governnent will inplement nost of the recommendations put forward by
the National Economi c Action Council (NEAC) barring specific objections,
Prime M nister Datuk Seri Dr Mahat hir Mohanmad says.

"Some (of NEAC s reconmendati ons) have already been inpl enented, such as
the setting up of the asset nmanagenent conpany (Pengurusan Danaharta
Nasi onal Bhd) and the special purpose vehicle to recapitalise banks.

"We are also in the process of borrowi ng noney and issuing bonds ... al
t hese are NEAC s recomendations, " he told newsnen in Kual a Lunpur
yesterday after a dialogue with chief executive officers (CEGCs) of |oca
tradi ng conpani es.

The neeting was organi sed by Mal aysi a External Trade Devel opnent Corp

Dr Mahathir, who is al so NEAC chai rman, was asked whether the council's
recomrendat i ons woul d be inpl emented by the Government in full.

The Prime Mnister also said that the NEAC has started | ooki ng at each
sector of the econonmy with a viewto speeding up the country's economc
recovery.

"For instance, in the agriculture sector, the policy nowis to produce
nmore food donestically," he added.

Dr Mahathir said sone of the neasures recently adopted, for exanple
those related to the financial sector, have begun to show results.

A case in point is the reduction in interest rate spread which foll owed
CGovernnent policy adjustments such as the | owering of the Statutory
Reserve Requirenent (SRR) for banks, he added.

"The interest rate was high before, not so much because the base | ending
rate was high, but because of the spread ... they (spread) were as high as
4 per cent when they should be just half a per cent.

"For the very best custoners, there should not be anything over the BLR
at all. But banks, somehow or other, do not feel the businesses can do
wel I .

"Therefore, they try to reduce risks by increasing the spread and this
has caused the interest rate to go up very high. At the sane tine, sone
banks have no noney because peopl e do not place deposits in |ocal banks

t hey (banks) have to turn to inter-bank borrowi ngs and this is added
cost," he added.

Taking this into consideration, Dr Mahathir said, the Government deci ded
to reduce the SRRto | ower the cost of noney to the banks.

"So the spread is very nuch lower now and I think the interest rates
have conme down."

( END)
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