13/ 06/ 2002
Mal aysia committed to liberalisation, says PM

Nur ai na Sanmad

PRIME M nister Datuk Seri Dr Mahathir Mhanmad told bankers and

i ndustrialists in Luxenmbourg that Ml aysia was conmitted to |liberalisation
but believed that the process should never be solely about allow ng
greater entry of foreign players into the market.

He said the Ml aysian experience showed that |iberalisation should be
seen nore as a nmeans of strengthening and devel oping a country's financi al
system and pronoting its growmh potenti al.

Dr Mahathir, who is also Finance M nister, debunked the popul ar beli ef
that Mal aysia was not conmitted to the liberalisation of its financial
sector.

He told the luncheon gathering yesterday that the country has al ways
been conmtted to the progressive liberalisation of the sector, but
believed that it was not seen as a neans to an end.

"Liberalisation is appropriately undertaken for the benefit and in
support of the devel opnent of the national econony as a whole," he said at
the Hilton Hotel.

Dr Mahathir, who is in Luxenbourg on a two-day visit, pointed out that
the financial sector was a crucial elenment in facilitating devel opnent and
econom ¢ transformation of the country.

"More than ever, it would need to remain effective and responsive in the
face of an increasingly gl obalised donestic econony.

"Thus, |iberalisation should always be considered in the context of
devel opi ng the financial sector in support of the donmestic econony."

Dr Mahathir said Malaysia's progressive liberalisation of its financial
sector could be seen fromthe early days of the establishnment of
commer ci al banks in the country when branches of foreign-owned banks were
set up in major comercial centres such as Kual a Lunpur, Penang and
Mal acca for the financing of external trade.

"The Mal aysi an banki ng sector was characterised by the dom nance of the
forei gn banks. The first bank operating in Ml aysia was a foreign bank
branch,” he said in his speech on Enhanci ng Ml aysi a- Luxenbourg Economi c
Rel ati ons.

Dr Mahathir said as a result of Malaysia's early liberalisation
nmeasures, foreign players had al ready assuned a significant role in the
donesti c econony.

"This is a fact often overl ooked,"” he said, adding that foreign interest
accounted for about 26 per cent of the total assets, 25 per cent of total
deposits and 25 per cent of total |oans of the banking system

Dr Mahathir also said Mal aysia faced a continuous chall enge in adopting
strategies that could help to maxi mi se the benefits of l|iberalisation
while at the same tinme mnimse the risks associated with the change.

He added that of paranmpunt inportance was bal ancing |iberalisation with
devel opnent considerations as well as the preservation of not just
financial but socio-economc stability.

"More than anything else, Malaysia's aimis to develop an effective and
dynam c financial systemthat assunes a crucial role in neeting the socio-
econom ¢ agenda of the country.™

Earlier, Dr Mahathir held a tete-a-tete with Luxenbourg Prinme M nister
Jean- d aude Juncker at C airefontaine Square and called on the G and Duke
Henri at the G and Ducal Pal ace.

The Mal aysi an del egation Il ed by Dr Mahathir later held bilateral talks



wi th their Luxenmbourg counterparts |ed by Juncker.
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