08 FEB 1999
DAI M- ECONOWY
DAl M DCES NOT' FORESEE NMASSI VE OQUTFLOW OF FUNDS COVE SEPTEMBER

KUALA LUMPUR, Feb 8 (Bernama) -- Ml aysian economic tsar Tun Daim
Zai nuddi n said he does not foresee a nassive outflow of funds after the
1-year noratoriuminposed on the repatriation of portfolio funds ends on
Septenber 1 this year.

There is still a lot of profit to be nade here, said Daim who hol ds
two Cabi net posts, Mnister of Finance | and M nister of Special Functions.

"The stock market is inproving and the econom c recovery process is in
pl ace. The econony is noving again and the real econony is responding to
the Governnent's neasures,” he told participants at the CLSA Ml aysi a
Conference on "Wat Lies Ahead ?" here today.

Dai msaid the 1998 third quarter nunbers did indicate sonme bottom ng
out of the econom c sl owdown and expected that the fourth quarter results
wi Il confirmthe begi nning of an upswi ng.

He al so said prices on the Kuala Lunpur Stock Exchange had i nproved and
t he benchmark Conposite Index, which was hovering around 262 points on
Septenber 1, 1998, had now shot up by 100 percent.

The Conposite Index today ended at 526.10 points.

Capital control neasures, which include the noratoriumon the outflow
of funds and fixing the ringgit at RM3.80 to US$1.00, did not warrant the
harsh treatnment it had been subjected to, he added.

"Qurs are actually selective exchange controls which are not in any way
i ntended to affect the normal conduct of the economic activity. They are
not ainmed at preventing the free flow of foreign capital. Rather it is
aimed at containing the speculation of the ringgit and mnimnsing the
vul nerabl e i npact of short-termcapital flows," Daim said.

He reasoned that it was inposed with the hope of creating an evironnent
that is conducive to the restoration of investor confidence and providing
breat hi ng space for the country to undertake econom c stabilisation
neasur es.

He said foreign and | ocal conpanies had agreed that the capita
controls had been mId and hel pful

"Only the fund managers and certain nedia seemed to have taken the
opposite view, " he added.

He said the currency control is an issue which continues to require
clarification even to this day as he still comes across confusing and
negative reports about it by individuals, analysts and investors.

He al so said the Governnent had been receiving feedback regul arly about
the fear that cone Septenber 1999, there will be a massive exodus of
capital from Mal aysia which will have adverse effects on the econony and
put the recovery at risk.

"We are aware of this issue and the Governnment is instituting an exit
| evy which will help portfolio investors repatriate their funds before the
12 months lock-in period," he said, adding that the Government is al ways
flexible in inplementing its policies.

He added that the outbreak of the Brazilian crisis underscores very
much what Prime Mnister Datuk Seri Dr Mahat hir Mohamad had been saying for
a long tine and which had been resisted so nuch, that is, the need to have
in place a gl obal nechanismto regulate the flow of short-termcapital and
oversee the rol e of hedge funds which have the capacity to wreck even
strong economi es.

"This, | hope, will be the central challenge for the econom c and



financial leaders in the year renmaining before we reach the next
mllennium" he added.

Dai m al so said the strong |inkages between the financial systemand the
real econony cannot be overenphasi ssed and the setting up of Danaharta,
Dananmodal and the Corporate Debt Restructuring Conmittee (CDRC) is, to a
| arge extent, a recognition of this.

"I'n the absence of |oan growth, the prospects for econom c recovery
woul d be weaker. That is why neasures had to be taken to restructure the
banki ng sector, renove non-performng |loans fromthe system recapitalise
banking institutions and facilitate debt restructuring.”

He said nine financial institutions had received capital injection
totalling close to RVb billion from Dananodal which is al so devel oping a
bl ueprint for the Ml aysi an banking industry that is to be finalised by the
end of this nonth.

He added that Danaharta had taken over a total of RMR21.8 billion
non-perform ng | oans to date.

"Bot h Danaharta nad Dananodal will now be noving to the next phase of
activity. Danaharta will look into the managenent of the assets it has
acqui red whil e Dananodal will neet the challenge of restructuring the
financial institutions to make them stronger and nore conpetitive," he
expl ai ned.

On the CDRC, which was to provide an approach to the banking sector to
play a greater role in the financial rehabilitation of the corporate
sector, Daimsaid the Steering Committee of CDRC has so far received nore
than 30 applications involving nore than RVMP billion.

Dai m al so gave the assurance that Malaysia's growh strategy in the
next mllenniumw || continue to be private sector-driven and the
Government will spare no efforts in creating a conduci ve busi ness and
i nvestment environnent to stimulate private sector activities. -- BERNAVA
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