12/ 09/ 1998

Way to go, Mal aysia

TO read the engagenent of |eading Arerican investnment bank Sal onon Smith
Bar ney Hol di ngs Inc's advisory services in raising foreign funds as an
unholy nexus or worse, as a sign that the Governnent is at wits end in
improving our liquidity position would be a profound m sreadi ng of
reality.

Thi s heavywei ght's appoi ntment as financial adviser is one of many
measures born out of the Governnment's determ ned focus to revive the
econony. As Prime Mnister Datuk Seri Dr Mahathir Mhamad says, we are not
anti-foreign to the point we decline external help. Wat we are vehenently
against is the deplorable use of external financial aid to erode the
sovereignty of a crisis-stricken country by inposing conditions that bear
no relation to the econonic problem And anything that demands us to
rel egate national interest to the background is not considered as hel p at
all.

The boomt o- bust phenonenon of the region's financial crisis had caused
a depressing erosion of wealth which, inevitably, led to the | oss of the
very el enent that our industry needs to build on the future - capital. As
we have seen earlier, the credit crunch including the persistent
unwi | i ngness to | end and the high cost of noney (due to high interest
rates) was |like a giant vacuum cl eaner whi ch sucked out the liquidity and
I'i febl ood of the econony.

We need capital to reverse the trend of gl oomwhich, and dangerously so,
can be a self-fulfilling prophecy and arrest further econom ¢ downslide
and put Mal aysia on the fast track. The injection of capital, be it into
mega projects earmarked for conpletion or the productive sectors will turn
the tide and Iift the spirits of the nation. Deploying the advisory
services of an international investnent bank is crucial if we wish to tap
into the international capital markets successfully. It has been said that
how ef fective a bank is in its fund-raising programme for clients depends
on how much weight and credibility it carries in the world market and in
this respect, we find no fault in the Government's choice of Salonon Smith
Bar ney.

Equal Iy inmportant is the heavywei ght's advisory role to Dananoda
Nasi onal Bhd in restructuring and recapitalising the banking sector. As
its co-chairman and co-chi ef executive officer Deryck Maughan observes in
its review on Ml aysia, " the Governnment understands the significance
of a strong donmestic financial systemand is ready to take the necessary
steps to pronote the stability of a domestic banking systent.

The bank's independent observation and its vote of confidence in our
recovery neasures should not be discounted. In July, credit rating
agencies |i ke Mody's |Investors Service and Standard & Poor's downgraded
our Goverment's bonds over perceived concerns such as deteriorating assets
quality of the banking sector, inability to clear excesses in the system
and the Governnent's conmitment to reformthe sector. Such concerns shoul d
no | onger ari se.

Sal onon Smith Barney's involvenent in the i ssue and marketing of bonds
or other fund-raising programres and in the restructuring of the banking
system are concl usi ve evi dence of the Government's conmitnent to reform
the sector. It proves we do not insulate ourselves fromthe world market.
More inspiring is that in putting together a solution, as per the neasures
unveil ed by the National Economic Action Council, the Governnent has acted



firmy and decisively without I oss of tine. We are not paral ysed by fear
or paranoi a.
( END)



	Way to go, Malaysia (NST 12/09/1998)

