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LUXEMBOURG, June 12 (Bernamm) - Datuk Seri Dr Mahat hir Mhanmad said
liberalisationis not to solely allow greater entry of foreign players into
the market but al so a mechanismto strengthen and devel op a country's
financial systemand pronote its nation's econonic potential grow h.

"This is especially so for Malaysia, given the role of the financial
sector as a enabler of growh, the crucial elenment which facilitates the
devel opnent and econom ¢ transformation of the country.

"The financial sector, therefore, is strategic and, nore than ever,
woul d need to remain effective and responsive in the face of an
i ncreasingly globalised donestic econony," said the prinme mnister in his
keynot e address at neeting wi th Luxenbourgi sh business fraternity,
organi sed by Luxembourg Chanber of Commerce, Luxenbourg Bankers
Associ ation and the Federation of Luxenmbourg Industrialists, here today.

He arrived in Luxenmbourg from Geneva, Switzerland | ast night for a
two-day official visit, the first by a Malaysian Prine Mnister to this
smal | est nation in 15-nenber European Uni on but one of the busiest banking
and financial hub in Continental Europe.

Dr Mahathir, who is acconpani ed by a del egati on of Mal aysi an
busi nessnmen headed by Arab- Ml aysi an Banki ng Group chairman, Tan Sri Azman
Hashim said liberalisation should always be considered in the context of
devel oping the financial sector in support of the donestic econony.

He said there was a general perception that the conpetitive process

t hrough deregul ation, |iberalisation and dismantling of barriers and
controls were necessary to achieve a strengthened and efficient banking
system

"Ml aysi a recogni ses that it cannot escape the forces of gl obalisation
and liberalisation. It will continue to suggest ways for globalisation so
as to benefit nore people.

"But we are neverthel ess preparing our economy and its financial system
in order to cope effectively with the chall enges that we anticipate,” he
added.

Underscoring the i nportance of the strong financial sector to the
growt h of donestic econony, the prime mnister said valid risks and
concerns when |iberalising the financial sector could not be ignored.

Sharing Malaysia's liberalisation experience, he said, the country
faces a continuous challenge in adopting strategies that could help to
maxi m se the benefits of |liberalisation, while at the sane tinme mninsing
the risks associated with the changes.

O paranount inportance, said Dr Mahathir, was bal ancing |iberalisation
wi t h devel opnent consi derations and the preservation of not just financial
stability but al so socio-econonic stability.

He said Mal aysia ained to devel op an effective and dynam ¢ financi al
systemthat would assunme a crucial role in neeting the soci o-economc
agenda of the country.

Dr Mahathir said: "Rushing to |iberalise w thout giving due
consideration to this need would only risk financial and soci o-econom ¢
instability in the mediumterm

"As al ready observed in a nunber of instances, financial instability as
a result of inappropriately sequenced financial liberalisation could spread
i nto devastating soci o-econonmic instability."

Recogni si ng such risks of a nore |liberalised environnent, the prine



m ni ster said Mal aysia had constantly been taking steps to put in place the
necessary institutional framework and establishing that required
preconditions to ensure the snmoot hness of |iberalisation neasures.

For the past several decades, Ml aysia has concentrated on establishing
st abl e macroecononi ¢ conditions, strong prudential and supervisory
framework and the institutional franmework to ensure the proper functioning
of markets, he added

Looki ng ahead, Dr Mahathir said Malaysia will continue to be conmtted
to further liberalisation of the financial sector and the path of
liberalisation would be inline with the Financial Sector Master Plan
(FSMP), the blueprint for the devel opnent of an effective, conpetitive,
resilient and dynam c financial sector in the next 10 years.

The prime mnister said notw thstanding the FSMP, the burden of
ensuring the success of liberalisation should not be left to Ml aysia
al one.

Foreign interests that have been given access to Ml aysia could assune
nmore active role in devel oping the country's financial sector, particularly
t hrough the offering of technol ogi cal assistance in the areas where | oca
expertise is lacking, he said.

In this connection, Dr Mahathir called on foreign players to assi st
t hrough the transfer of technol ogy, know edge and skills to enhance the
capacity and capability of Ml aysian financial institutions.

He agreed that Ml aysia had found it necessary to limt foreign agency
participation, but said it had al ways encouraged greater role of foreign
pl ayers in the donestic financial sector.

He expl ai ned that such role would not only strengthen the Ml aysi an
financial sector but also create nore opportunities for businesses for
foreign entities in the country. -- BERNAVA
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