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MAHATHI R- BONDS
NO PLANS TO RAI SE GLOBAL BONDS, SAYS PM

By: Mohd Arshi Daud

PUTRAJAYA, May 21 (Bernama) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad says that the governnment has no i nmredi ate plans to i ssue gl oba
bonds to raise noney fromoutside sources contrary to speculation that it
may do so to finance the econom c package

"We don't need to borrow outside the country,” he told a press
conference after unveiling the nmuch-awaited economnic package to stimul ate
Mal aysi a' s economic grotwh foll owing the Severe Acute Respiratory Syndrone
(SARS) outbreak and lIraqi war at his office here.

Dr Mahathir, who is also Finance Mnister, said "Malaysia is cash-rich
and any issuance of international bonds woul d be for benchnarki ng
pur poses. "

"Unfortuenately, it (the cash) does not belong to the governnment but
t he vari ous organisations |ike Tabung Haji and the Enmpl oyees Provident Fund
(EP).

The government, he said, could bear its portion of the RW.3 billion
econom ¢ package, anmounting to RML.7 billion.

The renmai nder of the package is to be provided by Bank Negara (RWM2
billion), and devel opnent financial instituions; Bank Pertani an Ml aysi a,
Bank Si mpanan Nasi onal, Bank Penmbangunan dan I nfrastruktur Ml aysia Bhd
(RMB.6 billin).

"OfF course the governnment will have to borrow and this may lead to a
slight increase in deficit," he said.

The package of new strategies to stinulate econonmic growth would result
in aloss of governnent revenue anmpunting to RMBOO nmillion a year, fromthe
provi sion of incentives and tax exenptions.

"And t he banks, which would have to come up with part of the package,
woul d have to raise funds through the issuance of bonds,"” said Dr Mahathir.

These bonds woul d offer nuch better returns than what institutions |ike
EPF and Tabung Haji obtained fromtheir investnents in the stock market and
fixed deposits, the Prine Mnister, said.

"We hope institutions |ike EPF and Tabung Haji will subscribe to these

bonds, " he said.
Dr Mahathir said that the package woul d have a nuch bi gger
multiplier-effect than the RW/.3 billion allocated for its inplenmentation

If it doesn't contribute positively to Malaysia's gross donestic
product (CGDP) figure, Dr Mahathir said it would at |east "not nake matters
wor se. "

Asked whether the 4.5 percent revised GDP target would be revi ewed, the
Prime Mnister said :"W are hoping that we can achieve the growth target."

Noting that the effect of SARS was nuch | ess than previously
ancti ci pated, he however said the government had to spend nore to instil
confidence to the hospitality industry, the worst to be affected by the
virus.

"OF course, travel advisories that claimMalaysia is a dangerous pl ace
doesn't help," he said to the recent advisory issued by the US State
Department to its citizens against travelling to Ml aysi a.

Asked whether the additional deficit as a result of the package woul d
mean t hat the governnent would not be able to balance its books in 2005 as
pl anned under the Ei ghth Ml aysia Plan, Dr Mahat hir said:

"W can't say at the nonent. | don't know what other diseases are to
come and whether there will be another war."



He di scl osed that when the target to bal ance the books in 2005 was
made, the government did not anticipate several things which crept up, such
as SARS and the war in Irag.

However, the donestic econom ¢ environnent of the country was much
better than the other countries that were also hit by SARS and affected by
the fallout fromthe war in Iraq, he said.

Asked to conment on the depreciation of the US dollar, he said as the
greenback was weakeni ng and the euro strengthening, it was now prefereble
for Malaysia, in international trade, to buy in the US dollar and sell in
t he euro.

The US dollar was losing its strength in line with the declining US
econony, he said.

"At the nonent, they are overspending, they have a very big deficit and
their trade balance is not in their favour," he said.

Dr Mahathir pointed out that with the Arabs now not happy with the
money invested in the US and pulling out fromthe US, it would exert
further downward pressure on the greenback.

The euro was currently at a four-year high against the greenback,
tradi ng at about US$1. 17.

Since early 2002, the dollar has fallen 24 percent against the euro.

Wth the ringgit fixed to the US dollar at 3.80, he said the Ml aysian
currency woul d of course be affected by the depreciating US dollar.

"But the governnment has no plans to revise the peg," he said.

One way to buffer the effect is for Malaysia to keep nore of its
reserves in other currencies like the euro and the yen as the country woul d
benefit fromthe appreciation of these currencies against the US dollar. --
BERNAMA
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