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RESTRUCTURI NG SHOULD NOT BE DONE HASTI LY, SAYS MAHATHI R

KUALA LUMPUR, July 12 (Bernama) -- Malaysia will not rush into
restructuring its banking systemso as to avoid any disruption to the
banki ng system Prinme Mnister Datuk Seri Dr Mahathir Mhamad, said today.

"Bank restructuring should not be done hastily for it can disrupt the
system we mnmust go about it progressively and w thout undue haste, we stil
have plenty of time," he said when commenti ng on Mal aysi a's bank
restructuring.

In a one-on-one intervieww th CNBC Asia's anchor, Rico Hi zon in the
network's "Asia Market Wap" segnent here, Dr Mahathir warned the process
of bank and corporate restructuring mght fail if it were rushed into.

The Prime M nister also decried foreign anal ysts who continously ran
down Mal aysi a despite its efforts at bank and corporate restructuring and
nati onal econom c recovery efforts.

Wien told that sone anal ysts accuse the Ml aysi an gover nnent of
basi cally encouraging financal instititons to go on rolling over debt to
conpani es and starting a process of creative destruction, he said:

"The anal ysts al ways sai d negative things about what we do, and they
will keep on doing so, but what is inportant for us is see what happens to
the figures indicating whether the econony and t he banks are doing well.

And the figures tell an encouragi ng story whereby Mal aysia's
restructuring of its banking system particularly the acquisition of
non- perform ng | oans was progressively steadily.

This was evident by Pengurusan Danaharta Nasional, the asset managenent
conmpany, havi ng bought over US$6 billion worth of NPLs and Dananoda
Nasi onal Bhd, the special purpose vehicle, having punped in sonme US$1.7
billion to recapitalise weak banks.

Danaharta had just recently noved on to the next stage of the
acqui sition of NPLs whereby it is in the process of disposing the first
tranche of its non-ringgit foreign | oan assets anounting to US$142. 82
mllion (RVb42.716 million) through restricted tender.

Danaharta's managi ng director Azman Yahya recently disclosed that the
sale of the first tranche of the NPLs was expected to be conpl eted by
m d- August while the entire loan portfolio would be conpl eted by next year.

The Prime M nister also said that Mal aysia's banking | aws were nuch
nore advanced than nost banking laws in other countries.

"So the reformthat needs to take place is actually very mnor, so we
can take our tine," he said, adding that there was sufficient funds for
Mal aysia for its bank and corporate debt restructuring.

In view of the availability of funds for restructuring, Dr Mahathir
said there was no necessity for Ml aysia to undertake anot her bond
of feri ng.

"At the nonent, we have little need for nore funds, there is no
necessity for us to go into the bond nmarket again," he said when asked
whet her Mal aysia woul d go for another bond offering.

"We are confortable with the US$1 billion (raised in New York). W
really don't need (it), we want to test the market to find out what is our
real rating. and it has been proven that the nmarket responded (positively)
to our offers.

"It so happens that when we | aunched our bid to sell our bonds, certain
factors pushed up the rates, which was why we reduced the bonds fromthe
pl anned US$2 billion to US$1 billion," he said.



Dr Mahathir al so disputed reports that regional econonies, which did
not inpose selective capital controls, had fared better than Ml aysi a,
saying that the actual situation belied the reports.

For instance, he cited the Thai econony, which, though was reportedly
to be recovering, continued to suffer high unenployment with numerous
projects being stalled, a scenario very different fromthe picture painted
by the International Mnetary Fund (I M).

"So, | want to know exactly what is happening, there are a | ot of enpty
buildings (in Thailand) and all that. Let's have a true picture, then we
can nake a conparison with those which are supposed to be recovering and
what is happening in Ml aysia,” the Prine Mnister said.

Asked whether crisis-hit Asian economies were still in intensive care
or whet her they were already headi ng towards the recovery room he said he
t hought they were on the road to recovery.

However, he al so said they should recover provided there was no nore
assault on the econoni es.

As for currency specul ators and whether they were still |urking around
and | ooki ng for opportunities to make another hit on Asian currencies, he
said that "under the present (financial) regime, it was still possible for

themto ness up the whol e econonies of all these countries.

Dr Mahathir also said contrary to specul ation that the sel ective
capital controls being in place for too long could turn away investors,
hi gh- powered i nformation technol ogy multinationals had told himthat they
were were keen to set up operations in Malaysia's Miltinmedia Super Corridor
(MBC) .

He said nenbers of the International Advisory Panel (1AP) of the MSC,
who represented sone of the world's biggest |IT conpani es, and who were here
| ast week for their third neeting "were very happy."

"I don't know why the anal ysts are not happy," he said of those who had
pai nted a bad picture of Malaysia' s attractiveness as an i nvestnent centre.
"They [investors] are all interested in comng in. In fact a |ot of

people are interested in long-terminvestnents and are still conming in
whil e short-terminvestnents are coming in despite the currency controls,”
he sai d.

On whether it was tine to lift the capital controls and the fixed
exchange rate now that the Ml aysi an econony was stagi ng a turnaround, Dr
Mahathir said: "I don't see why we shoul d change the so-called controls
that we have inposed because they doing us a | ot of good."

"They [the controls] are not doing us any harm even during tinmes when
t he econony was good, controls have not done us any harm" he said.

"W will lift themwhen the world's financial regine is changed so that
things Iike currency specul ation, |ack of transparency, |everaging up 200
percent the capital of a hedge fund, these kind of things have to be done
away with and there nmust be proper supervision of the flow of such
specul ative funds.

"At that stage we will lift them" the prime mnister said.

He al so di sagreed with suggestions that countries can have strong
currenci es without inposing controls.

"No, | don't think so because they are still exposed to several kinds
of manipulation. At the sane tine, | would like to know exactly when they
sai d these economi es are recovering."

Dr Mahathir said Mal aysia was al so not ready to revalue its ringgit peg
upwards to RMB. 20 or RMB. 50 per US dollar.

"W believe the ringgit is undervalued at the noment, but that is not
doi ng us any harm because the cost of inports remain the same. At the sane
time, we are nore conpetitive because the cost of exports is nuch better,'
he sai d.



He said: "W do not |ike to change currency val ues very frequently
because this is very destructive to business and people will not be able to
pl an budgets for the future if they do not know what the currency value is
going to be like.

"They will have to spend a |l ot on hedging and this is a cost to their
business. So we will avoid playing around with currency exchange rates
unless it is absolutely necessary."”

Dr Mahathir agreed that the econony had bottomed out but the governnent
woul d stick to its one percent growth forecast.

"We are expecting at least a turnaround in the economy in the second
quarter, but we are nornmally very conservative and we don't want to say
somet hi ng whi ch may not turn out to be true,” he said. -- BERNAVA
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