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G obal bond sale to capitalise on lowinterest rates?

Shahri man Johari

THE Governnment may consi der taking advantage of the current |owinterest

rates reginme to |l aunch an international bond i ssue to raise funds for not
only a new fiscal stinmulus package but also big infrastructure projects.

The Governnment announced yesterday that it will spend RM3 billion nore
this year, on top of the RM8.8 billion fiscal stinulus approved under
Budget 2001. It had earlier also decided to revive the Bakun hydroel ectric
project which is estimated to cost some RW billion

Prime M nister Datuk Seri Dr Mahathir Mhanmad said yesterday that the
new neasures m ght be financed through anot her governnent bond sal e.

I ndustry observers noted that the international debt narket is currently
conduci ve for a sovereign bond issue, with the US Federal Reserve having
cut interest rates three tines so far this year as part of efforts to
stave off a hard-landing for the Anerican econony.

Bond deal ers pointed out that yields on Ml aysia's bonds have been
tightening in tandemwi th an i nproved outl ook on its risk profile. The
Governnent's ei ght-year bonds were trading at around 2. 32 per cent above
US Treasuries recently, conpared to 3.30 per cent when they were issued in
May 1999.

"The Governnent says it is spending RM3 billion on its fiscal stinmulus
package but it is possible that it will take the opportunity to raise a
| arger amount than that to finance large infrastructure projects as well,"
said a foreign investnent anal yst.

And the exercise will be quite straight-forward as Ml aysia had in 1999
registered with the US Securities and Exchange Conmmi ssion to rai se US$3
billion (US$1 = RM3.80), but has so far tapped only US$1 billion If the
RM3 billion is raised domestically, noney supply and interest rates m ght
be affected, which will run counter to the accommdative nonetary policy
prom sed under the stimulus package.

Nonet hel ess, there is anple liquidity in the donestic banking system
right now, and it is in a position to neet at |east part of the
requi rements, sonme anal ysts and deal ers sai d.

"There's still a lot of noney around and RMB billion is not exactly that
big an anpbunt. | don't see any problens raising the noney fromthe | oca
mar ket , " a deal er said.

The case for utilising excess liquidity is a strong one as surplus funds
woul d in effect be channelled into activities that yield good returns for
t he econony as a whol e.

As at end-January, the | oan-to-deposit ratio stood at about 84 per cent,
whi ch neans 16 per cent of the banking systenmls deposits are not given out
as borrow ngs.

On the other hand, the central bank has also to maintain sufficient
liquidity in the systemto ensure that interest rates remin | ow and
conpani es have access to financing at a reasonabl e cost.

( END)



	Global bond sale to capitalise on low interest rates? (NST 28/03/2001)

