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I nt ervi ew Transcri pt
SPECI AL | NTERVI EWW TH THE PRI ME M NI STER

KUALA LUMPUR, Sept 1 (Bername) -- Following is the transcript of the
special interviewtoday with Prime Mnister Datuk Seri Dr Mahathir Mhamad
on the Ml aysi an econony carried "live" by RTM

The Prime M nister was interviewed by New Straits Tines Press G oup
Edi tor-in-Chief Datuk A Kadir Jasin, Bernanma Economi c Service acting
Executive Editor Yong Soo Heong and Public Bank Berhad's Director of
Econoni cs Di vi si on Nasaruddi n Arshad.

Kadi r (introduction): Bank Negara announced at noon today a series of
measures to insulate and protect the econony to ninimse the i npact of the
gl obal financial turnmoil on our country. These include the establishnent of
a fixed exchange rate for the Ml aysian Ringgit and making the ringgit
tradeable only in the country. The Bank Negara Governor will soon be fixing
the value of the ringgit.

Question: Wiy are the neasures being taken now and what are the
benefits to our country?

Answer: This nmeasure became necessary because when the ringgit's val ue
is in an unstable situation business could not be continued in a way that
woul d be profitable.

Anot her point is when the ringgit's value is brought down, our incone
will be reduced particularly when we want to buy goods fromoverseas. In a
situation like this we will become poor, the country will become poor, the
governnent will be poor and the public at large will al so becone poor.

They will need nore ringgit to go overseas or to buy inported goods. As
their income has not increased they will directly beconme poor.

We have to fix the value of the ringgit permanently so that traders and
individuals will be aware of their financial position and with that the
econony will operate well.

Q In other words... does it nmean that the ringgit no | onger has a
val ue outside the country?

A: Yes.. we have decided that there will be no value attached to the
ringgit outside Mal aysia and as such any ringgit held outside Malaysia wll
not be | egal tender.

However as we know there is noney outside Malaysia, we will allow such
ringgit to be repatriated to Malaysia within a period of one nonth from
today. If not repatriated by then we will regard such ringgit as invalid
and we will not allowfor the ringgit to be returned to Mal aysia in any
f or m what soever.

Q Don't you think that Ml aysia' s nove woul d be consi dered a
regressive step?

Q No, it is not regressive. | would consider the present situation as
regressive.

When peopl e noved away fromthe Bretton Wods regi me, they thought that
the free market influence on exchange rate would be a better neans of



evaluating the relative values of currencies. But such a market has now
becone abused by the currency traders who do not care for the exchange rate
in order to do trade and busi ness but instead regard currencies as

comodi ties which they trade in, when currencies in fact have got no
intrinsic value of their own. But the currency traders wish to use it as a
commodity and to buy and sell it according to their own system which
enabl es themto make huge profits fromthe sane trading while at the sane
time i npoverishing a whole country, regions and peopl es. The damage caused
by themis sonething that has not been anticipated. And it is in fact very
regressive. The world is not noving ahead, it is noving backwards.

Q Is this alast resort and will the neasures be pernanent?

A. This neasure is probably the |ast resort as we see no other way. W
have asked the International Mnetary Fund to have some regul ati on on
currency trading but it |ooks like they are not interested as they do not
stand to lose in any way, we are the ones who stand to | ose.

Hence we have to resort to whatever methods we oursel ves can take. And
what we can do on our own is to take care of our own currency.

It can be permanent. But on the other hand if the international
community agrees that currency trading nust be regulated and that the range
that currency can fluctuate is limted and we see that this will enable
econom es to once again grow, then we will return to the free exchange rate
system

But at the nonent we can see the damage done in Southeast Asia,

Northeast Asia, in Russia, in Latin Arerica and everywhere. Al the
countries' hard work has been destroyed in order to benefit alimted
nunber of speculators as if the interest of the speculators is so inportant
that people, mllions of people, nust have their inconme taken away from
them and i npoverished. We think that is rather retrogressive.

Q How do we see our nove today in relation to what has happened in
Hong Kong and Tai wan taki ng serious neasures to stop speculation of their
currenci es.

A: VWhat is obvious is that people can no | onger stay with the so-called
free market system

They need to take sonme action which is contrary to the phil osophy of
the principles of the free market. However, they have not gone far enough.

W feel that we should really control foreign exchange to the point
where it cannot be traded at all

The ringgit cannot be traded at all so that we regain control over the
exchange rate invol ving our ringgit.

Q How does this new neasure reduce specul ati on?

A: Normally the ringgit is used for specul ation of fshore, ringgit
bel onging to foreigners, particularly ringgit belonging to currency
traders.

They hold the ringgit in foreign banks but since the ringgit is totally
val uel ess outside of Malaysia, they trade and sell the ringgit and in any
case there is a correspondi ng account in a Ml aysi an bank and whenever they
trade and sell the ringgit it is not only reflected in the foreign banks
but also in banks in Ml aysi a.

What we have done of course is to freeze conpletely the accounts that



are in the Ml aysi an banks. Even if they sell ringgit outside of Ml aysia,
that will not have any effect in noving the ringgit fromone account to
another. In other words the actual ringgit, the ringgit in this country
will not be sold at all because the account does not nove. The trading
outside Malaysia is totally nmeani ngl ess because they are trading in

somet hing that has not affected the real ringgit in the country.

They can buy and sell the ringgit but it will be useless ringgit
because that ringgit even if sonmebody buys it will not be allowed to cone
into the country later. We will allow w thin one nonth, but not after the
one nonth. Since the ringgit is only |legal tender in Malaysia, and it
cannot come into Malaysia, then it is useless ringgit.

So anybody owni ng such ringgit after one nonth will find they are
hol di ng accounts or papers which are of no val ue what soever.

Q WII this nove bring about a bad inage to the country?

A It will not cause bad inmage for the country, except of course for
currency traders and probably certain nenbers of the nedia who will not be
very happy.

But as far as investnment is concerned, foreign noney can still be

brought into the country exchanged into ringgit, used in Ml aysia to invest
i n whatever including the purchase of shares or buying properties or
setting up industries.

When they do business and want to take out the noney they can apply to
the central bank for perm ssion to take out the noney and we will stil
allow the foreign currency to be given to themin exchange for the ringgit
that they have and taken out of the country according to the needs.

For exanple, if they' re going to purchase conponents from sone
countries in a foreign currency, they can obtain the foreign currency.

So investnent is not affected by this except investnment in shares
because that is considered hot noney. If they want to invest in shares they
can but such investnment nust stay in the country for at |east one year.
They cannot cone and invest and then dispose off or push up or down the
val ue of the shares.

So as far as investors are concerned, genuine long-terminvestors are
concerned, this will facilitate their investnment because they will know
exactly how nuch noney to bring in because the exchange rate will be fixed
and i f they make any profit here and they want to renmit their profit back
home then they can change the profits nade here fromringgit into whatever
currency and that currency can be remtted out of Mal aysi a.

There will be exchange but there will be no trading in the currency.

Q WII this renove el enents of uncertainty?

A: Yes,certainly. People will know exactly how rmuch ringgit they will
get fromthe foreign currency they bring in and they will know how rmuch
they can expect to send out of the country fromthe profits they nade
because the exchange rate is fixed and they don't have to do the purging
anynor e.

We can require themto stay with their investnent for at |east one year
before they can sell off. That is being done in sone countries.

That will reduce the kind of speculative activities. Wat has damaged
the stock market is this practice of buying a share repeatedly so as to
push up the value of the share to a high I evel so much so that the price of
the share bears no relation with the perfornmance or assets of the
conpanies. It's way beyond... once it reaches a very high level, the
investors will dunp or sell off conpletely, take the nbney and go out of



the country leaving the locals with this conmpany which has lost its val ue
and probably it had borrowed noney based on its share val ue. Now, the
anount of borrowings is much less then the collateral in terns of share
val ue and the conpanies are | anded with non-perform ng | oans (NPLs) and the
conmpanies will not be able to perform

We do not want themto cone in and do that kind of thing. At the nonent
what they are doing is just the opposite, they' re pushing down the val ue of
the shares until it goes well below nett assets value and the cash the
conmpany nmay have goes down very wel | bel ow

At that stage if we allow themto buy the shares, they woul d have got
hol d of the conmpany at a very low price. Once they got that, they can do
two things -- they can control and rebuild the conpany or they can get rid
of the assets, take the noney and | et the conpany perish. So that is asset
stripping

Q@ Are we suggesting that we have enough forei gn exchange to neet our
comi t ment s?

A. Yes, because we are exporting nore today than we are inporting. O
course the services account is slightly less in our favour, but it is not
very much and the surplus for the trade account would be sufficient even to
pay for our service deficit.

At the sane tine of course we are reducing the service bal ance for
exanpl e through using our own ports and using our own insurances and
reduci ng the nunmber of students studying abroad.

These are neasures we have taken to reduce our inbal ance in the
servi ces account.

Q So it shouldn't be a problemeven under abnormal circunstances for
us to have the foreign exchange, if there is demand for exanple higher than
nor mal ?

A. This could very well happen if for exanple the foreign currency
holding in the country... the foreigners would want to take out their noney
they woul d then have to change their ringgit into a foreign currency and
take the foreign currency and they have to justify why they are taking it
out, otherw se obviously it will harmour econony, and we do not want their
activities to harmour econony.

But if they have valid reasons for exanple if they want to use the
money to purchase sonething then they can convert and purchase whatever it
is and bring it back into the country or they may want to use the noney to
buy palmoil and export the pal moil

But if they export the palmoil or anything at all, the requirement is
that all earnings formexport nust be brought back into the country and
must be deposited with the central bank.

Q Wiat if there are people who do not bring back the noney within the
one nonth period, would we be stepping up the regulations at the entry
poi nts?

A: If they don't bring back their noney after one nonth, that noney
cannot be brought back.

Q What about snuggling, can they smuggl e the noney, accounts.

A. Accounts, they cannot because our banks woul d not allow for any
nmoney hel d outside the country to be transferred to the | ocal bank accounts



but if they want to bring back cash, the capacity to do that is of course
limted.

We are now going to denmonetize the 500 and 1,000 ringgit notes so they
cannot bring it back unless they carry in very small denom nations which
woul d be very difficult to carry.

W will check on that but if they don't bring it back within one nonth,
then that nmoney will be useless. If they are caught bringing in the noney
we will have to say that it is not noney anynore.

Q W often hear of offshore ringgit and it is estimated that such
of fshore ringgit had reached a value of 100 million

A: Acutally in ternms of cash, there is only 100 mllion outside the
country and that we can repatriate within one nonth. If they don't of
course the noney is just waste paper, it's worth nothing at all. If they
try to bring it in, we will stop themand we will confiscate such noney.

Q@ How much is the of fshore ringgit account?

A: That is much bigger. that is nmore than 20 billion certainly, maybe
even 25 billion. but that nobney of course is outside of Ml aysia even now
has got no value. In order to give it value they nust hold a parall el
account in a Mal aysi an bank.

When they do that we will negate the value of that currency by stopping
any noverment of the account in the Ml aysi an bank. They cannot nove the
account, in other words they cannot sell the ringgit, because if they sel
the ringgit, the ringgit in Malaysia will not nove.

So effectively the person who has sold is still the owner. And whoever
buys it buys nothing so it is not worthwhile for themto purchase the
ringgit anynmore outside the country.

The only thing for themis to transfer the ringgit conpletely to
Mal aysi a and they have one nonth to do that, which neans that the ringgit
in Malaysia will now be put back into circulation. It can be used to
pur chase goods, houses or whatever. Profit frompal moil export for
i nstance nust be brought back otherwi se they will be in breach of the
regul ati ons and action will be taken against themand the bank invol ved.

Q How about Ml aysi ans worki ng i n Singapore and have noney in
Si ngapore or those who trade at the Ml aysi a- Thai |l and border. WII they be
gi ven some kind of exenption?

A: They can bring back their nmoney within the one nonth given. After
that... usually people working outside of the country, go in the norning
and return in the evening and may have a fewringgit in their pockets and
can bring them provided the amount is not big. There is no probl emhere.
The sane applies with foreign currency .. if the anbunt is snmall they can
bring in and take it out ...we will not disturb them

However they will have to declare the ringgit, United States dollars or
Si ngapore dollars they are carrying out or bringing in. Even now we have
given the Custons the forns for people to fill as to the anmobunt of nbney
they are carrying. This is not sonething new.

Many countries including Australia as we know have forns for people to
fill as to the anount of noney they are carrying with them If not they are
said to be breaching the laws. Such laws are in Ml aysia but we have not
enforced themfor sonetime.

Q How about financing education overseas or for tourisn®



A:. Students studying overseas may for instance need pound sterling for
whi ch they woul d have to apply to Bank Negara and woul d have to provide
adequat e docunents to support their application and Bank Negara woul d
supply themthe noney that was only necessary for the purpose.

Qur people going as tourists will be allowed RMLO,00 in foreign
exchange and this we feel is sufficient for tourismbut if they have other
needs we can consi der.

Q Does RMLO, 000 include spending through Credit Card?

A: The RMLO, 000 is inclusive of credit card spending. Al included. If
he has five credit cards each with RMLO, 000 that will be RV60, 000. W& know
there are people with 10 credit cards each with credit limt of RMLO, 000
and for 10 cards it will add up to RMLOO, 000. We cannot allow so nuch nobney
to be spent outside the country.

A: On financing education, probably parents may ask if sending noney to
themw Il be affected. Datuk Seri said just nowif they have the proof such
as the fee slip fromthe children's university, Bank Negara can change the
ringgit for whatever type of currency required by them Usuallly they send
the noney via tel egram or ordinary bank transfer.

A. Ordinary bank transactions will continue to operate. It will be
normal . There is no problemhere as for all these we will have records.

Q On manufacturers, don't you think that these new neasures will add
sone transaction cost to then?

A: Probably it will add sonme transaction costs to thembut it will be
much | ess then the hedging that they have to do when the val ue of the
ringgit fluctuates. As you know sonetines people require as much as 15 per
cent conmission in order to take care of possible fluctuation. But when the
rate is fixed you don't have to bother to hedge so that reduces your cost
of doi ng business and al so of course, paynents and all that when they are
made nuch later it will not be subjected to deval uation or revaluation for
that matter. So busi ness woul d be nuch nore easy to conduct.

Q How | ong have you been | ooking at this matter, but yet we have gone
ahead with nmeasures that did not work...how | ong have you been | ooki ng at
this option because this is seen as rather radical?

A: W have | ooked at other ways of trying to stabilise the exchange
rates as well as the share prices.. as you know initially we have stopped
t he novenents of cash across the border but that was of course ineffective
because they can go....nove all kinds of docunments and papers and cheques
and all that so that was totally usel ess.

W also tried to force people buying shares to bring the scrip but
because sone shares are traded within noninee conpanies.. actually there is
no changi ng of ownership because it is still with that nom nee conpani es so
the trade can go on within the nom nee conpanies ... so all thess things we
have exami ned and then finally we decided that the only way we can nanage
the econony is to insulate us fromthe activities of the currency traders
and the share market specul ators.

To do this we have to take the exchange away fromthem..at the nonent
they are hol di ng the exchange and the problemw th other action is that
every time we try to help our econony they tried to block it.. for exanple
if we try to reduce the interest rates they will push down the val ue of the
shares, they will push down the value of the currency so that creates a | ot



of damage to us. Each tinme we try to do anything they will fiddle around
with the currency and the share market. When we tried to create Dana Harta
and Dana Mbdal ... they knew that in order to operate these institutions we
wi Il need nore noney (borrow).

The nonent we announced that, the rating agencies came in and
downgraded us. Qur credit rating was pushed down until it is alnost at junk
| evel and therefore the cost of funds becones higher and the ability to
inmplement this is restricted and so you can see that as |long as they can
fiddle around with this thing we cannot do very nuch to rehabilitate our
econony.

So the nost inportant thing is how do we erect a barrier between them
and us and what we have done actually is to negate their ability to
interfere in the value of our currency, in the stock market etc. So once we
are relieved of that we can now |l ook into the internal econony. W can now
actually reduce the interest rates to a level that will help to revive the
busi nesses in the country... for exanple the NPLs will no | onger be NPLs if
the interest rate is reduced.. at the same tinme we were forced to reduce
the time to declare a | oan as non-perfornming from6 nmonths to 3 nonths and
doi ng that of course increases the nunber of NPLs..so now we are | ess
bot hered about what they want to do to us.

In many countries thereis notinme limt for NPLs ... it is 9 nonths or
6 nonths.. so we can now t hink about doing that. There are quite a | ot of
things we can do. For exanple we can reval ue our conpani es according to
their nett assets val ue because now the share prices are ridiculous. It is
bel ow t he asset val ue of the conpani es or sometines the conpani es may have
a huge anmount of cash and yet the share prices have gone very far
bel ow...so then we can now reval ue our conpani es and once we reval ue our
conmpani es then the NPLs will not be as bad because the collaterals using
the val ue of the conpani es woul d now appreci ate again and will go perhaps
above the value of the collateral before. So there are a | ot of things we
can now do because we do not have to fear their actions to stop us by
deval ui ng our currency or by pushing down our share market.

Once we regain control of our exchange rate then we can actually reduce
the interest rates and not have sonebody deval ue our currency because we
are in control.. then our conpanies would be able to revive... they can now
borrow nore noney.. and if in addition to that of course our ringgit is
reval ued upwards. Then if conpani es have to borrow to purchase sonethi ng
fromoutside they would not need so nuch noney as they do now because where
before they were borrowing RM 2.50 to buy one dollar worth of inports now
they have to borrow 4. 20 and when they borrow 4.20 then of course the cost
goes up for themand they become no | onger viable..but if we reval ue the
currency then they will not have to borrow so nuch and at the sane tine the
conpani es' value will appreciate.

Q Do you see this nbve as protecting the country fromthe turbul ence
in other markets that we have seen falling, with this nove how do you see
t he Mal aysi an narket ?

A W will not be affected so nuch by what happens to other narkets,
ot herwi se you know t hey have this so-called contagi on effect, anything
happens in Russia will affect our share market and our currency. There is
no connection between us and Russia but it is going to affect presently but
with this we can determ ne whether we want to respond or not.It is
important also for us to know the exchange rates of other countries because
we are conpeting with them Supposi ng our conpetitor currencies get deval ued
and we remain too strong then we cannot conpete with themso it is



important for us to watch what is happening in the world. If they deval ue
we can deval ue our ringgit to a certain extent without affecting too rmuch
of our econom c performance because event hough we deval ue ringgit.. that
ringgit is actually stronger than a ot of other foreign currencies..

Mal aysia is a trading nation... now.. it is inportant for us to be able
to conpete.. if we strengthen the ringgit too nuch, then we will not be
able to conpete with our nei ghbour, our conpetitor.... on the other hand if
we strengthen our ringgit we would be able to buy our inports at a | ower
price and therefore we can also sell in our country at a | ower price. But
on the other hand, our earnings in terms of ringgit would be | ess for
example. Qur palmoil which we export is earning us nuch nore noney al nost
US$1, 200 dol lars nore noney than before.. if we strengthen our currency,
than our earnings would be | ess.

We can for exanpl e subsidise our inports through taxing our exports.
Supposi ng our inports earn nmuch nore not through their efforts but because
of our exchange rates, they earn like palmoil. W nmay have to have
wi ndfall profit tax and that noney shoul d be used to subsidise inports such
as sugar which will go up in price and we will control the price of sugar
by subsidi sing the price inmports.

Q Howwill our relations with the International Mnetary Fund (I M),
the Wrld Bank, the Wirld Trade Organi sation (WO and the rest of the

mul tilateral organisation be conducted. WIIl it in any way affect our
rel ations?.
A Well, it might affect. It all depends on whether they are interested

in our econom c recovery or they want to do sonething for other people.
From what we see their actions have benefited the currency traders, have
benefited forei gn conpani es which can buy | ocal conpani es cheaply. A

these are not to our interest. If they really profess to have concern for
devel opi ng countries, then they shoul d accept what we have done as a good
thing. As you know for what the | M- has done it has come in for very strong
criticism Because initially they thought only the countries in Southeast
are going to suffer. But today you can see the whole world is suffering and
Dow Jones has gone down by another 500 points and of course their reaction
toit is strangely quite different. Wereas, when we were in trouble we
were told to increase our interest rates but when they get into that kind
of situation they have decided to lower the interest rates. So it seens
that the prescription for poor countries is to nmake them poorer and for
rich countries is to nake themricher

Q Despite the evidence we see today, the I M- and ot her internationa
agenci es are not very keen to cone in and stabilise the econony. Despite
the fact that that is is actually their nandate. Can Datuk Seri enlighthen
us what is the rationale that they are not hel pi ng us through.

A. They see in our trouble a neans to force us to accept certain
regi nes. They want us to have reforns, nmeaning to say we shoul d open our
mar ket wi de for foreign conpanies to cone in and do busi ness w t hout any
condi ti ons whatsoever. Their help is always based on that... we will give
you the noney provided you open up the econony. And when we open up our
economny, we will of course | ose control of our econony, all our conpanies,
all our banks and all our industries will belong to foreigners.

In Malaysia, in particular, we are in the process of restructuring the
econony, we can't do that because they will object to any conditions being
i nposed upon them So the | M- should in fact be hel pi ng devel opi ng
countries which are in financial trouble but it wants to use the financia
trouble in other countries to enable the giant conpanies fromthe rich



countries to come in and take over the econony. That seens to ne to be
their objectives rather than hel ping. O course they say reforns, but
reforms (to) them neans sonet hing beneficial to the devel oped countri es.

In fact anpong the speculators they actually say openly," we want to see
bl ood. In others words we want to see killings. You know t hese conpani es
must be killed, that is a measure of how serious you are about reforns. |
can't understand that because we have seen bl ood enough. In sone countri es,
mllions of workers are unenpl oyed now and they have no food, no nedicine,
no mlk for their children and all thess people can think of is that this
is the price we have to pay for the refornms and reforns are good for you.

Q Datuk Seri, in this regard do you see that this nove taken by us can
put a spanner in the works of the specul ators?

A: W think so. That is the purpose in fact. W have to take the
specul ators out of the currency trade involving the ringgit. Because of
course currencies need to be changed in order to trade to finance trade.
That we can do without the speculators. W can do even without the hedge
funds.

Q Datuk Seri, do you think other devel opi ng econonmies will cone
forward and do the same thing we have done here?

A. Well there are signs that people are losing faith in the operations
of the free market. That's why Hong Kong went in in order to curb the
specul ators. Now Tai wan has given warning to (financial specul ator Ceorge
Soros) not to cone to Taiwan and China has refused to allowits currency to
be freely convertable. Now Russia has second thoughts, they may even go
back to communi sm O course we have seen what Chile and Sl oveni a have
done. People can realy find that when the systemis abused and they
suffer,then they are prepared to change. But some countries apparenly
benefit fromthe abuses.

Q There is talk that following the inplenentation of these neasures,
deposits, people's savings in banks will be frozen. |Is there any truth in
this?

A: There is no reason. There is no reason. The internal econony is not
touched in this matter. The donestic econony will becone stronger, traders
can trade without being disturbed by the fall in the value of the ringgit
and share prices. The donestic financial systemw || becone stronger and
there is no reason for us to freeze fixed deposits for instance. The noney
in the bank is safe and will not be touched.

Q Qur people going for the Unrah in Mecca, usually bring al ong our
ringgit and then go and exchange it there but |ately our Ml aysian noney is
not popular in Mecca or in Medina so if we want to performthe haj, they
get the ringgit and buy US dollars or Riyal here and they will have no
problemin getting the noney.

A: There is no probl emof accommbdati on and surely the noney they w sh
to bring will not be a big anpbunt exceeding their needs but if they really
need a big anobunt, we will arrange for themto change ringgit into riyal or
pound or any currency they preferred. W can give them

Q Is this governed by the regulation that it should not exceed
RMLO, 0007

A: The maxi mnumis RMLO, 000 but if they have to spend nore than that and
if they provide the proof there is no reason why we shoul d not consider.



Q Hence we do not at all have any plans to restrict such trips. It has
never crossed the governnent's nind

A: W want our economny to expand and progress and to inpose controls
whi ch woul d not benefit the people... surely the governnment woul d not want
this. It only wants our country and the economy to recover and we are
confident that with the various measures in place and that to be further
taken, we will ensure that the econony recovered.

Previously we were unable to take the measures. For each tinme we want
our econony to recover, they will hit at our ringgit and shares so that we

becone poorer.... so poor that we will have to seek | M- hel p and then we
will | ose our freedom
Q FromJan 1 till June, our economny contracted by 6.8 per cent, how do

we explain this to the people as many are not clear as to what this
contracti on neans.

A If we want to take into account trading and econonic activities, we
can create wealth through this. But if there is |ess trade, fewer economc
activities, there will be I ess noney. This is what is happening. The
question is why is it happeni ng? For instance we are producers of
m crochi ps for conputers but the denmand for this had fallen because the
whol e of East Asia had becone poor, unable to buy conputers and so on. In
Eur ope al so demand had fallen and Anerica is unable to sell conputers to
devel oping countries as they make conputers but not all of themare sold in
Anerica which has a ot of noney and they need to export and their own
mar kets (East Asia) had been destroyed.

For instance we ar a market for Boeing aircraft but now we no | onger
buy the aircraft as tourismhas fallen and the need for such planes had
fallen and so we are not buying and the US economy will decline and when
t he econony declines the market for our goods al so beconmes snall er.

The Japanese market had al so declined and so demand for our usua
exports to themhad fallen and this had resulted in our trading and
econom ¢ ectivities contracting by 6.8 per cent and not from January to
June but in the second quarter (three nmonths) fromApril to June. From
January to April (first quarter, first three nonths) it contracted by 1.8
per cent.

Q Do you expect neasures being taken will lead to a | ower contraction
of the econony and probably in six nonths result in a slight economc
growth, or at |east some grow h?

A: I"mconfident there would be sone growth, because now we are
focusing not on export activites but on donmestic activities and that is why
the government will spur infrastructure projects and the construction
i ndustry, which nmeans we will spend a | ot of noney. The construction
industry will generate activities in 140 other related industries such as
creation of jobs, demand for building materials and i f peopl e have
di sposabl e incone they will spend and all these will mean econonic
activities. But we have to renmenber that if we have noney but do not spend
or do not save in banks but keep it at home, the noney will be neaningl ess
to the econony.

But if the noney is used 10 tines daily, it will have the nultiplier
effect and everytine it is used, there will be people who will have noney
and the people with noney will in turn spend it and nmake profit and the

progit will generate the econony. So in this way we can devel op our econony
and that is why we would like to see, for exanple, nore houses being built
and bought and we find that the market for |ow cost housing is still very
good, so al so nmedi um cost houses and if traders nake profit, even |luxury
houses can be sold. W like to see our econony revived in this way.



Q Datuk Seri, do we have any changes to our investnent policy?

A: No changes to our investnent policy, they will still have the sane
treatnent, privileges, tax-free incentives that we nornmally give. They will
have all those and at the same time they can bring in noney and they can
take out noney what is theirs, if they nake a profit. Yes, they can take
out their profit, and in order to nake a profit they have to produce
somet hi ng which they sell, and we'll benefit fromtheir activity of selling
especially if they export, if say they export 10 mllion dollars of goods,
they will bring back that 10 million dollars, their profit nmaybe one
mllion dollars. That one mllion dollars, take it and repatriate it to
their country we don't mnd that, but they have to earn the profit first
before they can repatriate, they can't sinply take the noney here and
convert into foreign exchange and then send out.

Q You have said that the governnent will spend huge suns of noney for
infrastructure projects, who will build these projects, will the governnent
reassune the role of inplementors or will the governnent continue to do so
via privatization?

A: | always believe that the government is less efficient, that's why
we go for privatization and it doesn't natter if the noney is fromthe
government or the private sector, what is inmportant is nobney changi ng
hands. Wen there are econonic activities, noney will change hands, whether
fromthe government to the private sector or between the private sector
itself or to the workers, suppliers, the transport industry people, al
these will happen if we spend noney. Government or private sector is not
the problem what is inportant is that noney is noved around and not just
bei ng kept idle.

I"mconfident that if the value of their shares once again is
commensurate with the nett assets and the value of our currency is again
stable, the conpanies will recover, if not fully recover, at least their
NPLs will be reduced and they can borrow once nore. |If they can borrow,
they can carry out economic activities and nake profits and profitable
activities will enable themto repay their loans and in this way, they can
be revived.

Q Datuk Seri, there nust be a sense of urgency all-round in reviving
t he econony?

A: Yes, | hope that everybody will understand that tine really nmeans
money, everybody nust work harder than usual, in the governnent | expect
the people to work day and night to help the econony to recover. Mnisters
have been instructed that they nust work day and ni ght, they nust go and
see what's happeni ng on the ground, not enough by just giving direction, go
back and sl eep, no way they can work that way now and government officers
have been tol d, everybody has been told that you nust work extra hard
because we are facing a very difficult econom c situation and the only way
we can overcone that is really to work very hard and not all ow your kind of
easy going way to interfere with the economc recovery in this country.

- - BERNAVA
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