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PUVP- PRI M NG- ECONOWY
PUVP PRIM NG A BETTER OPTI ON TO BOOST ECONOWY, SAY ECONOM STS

KUALA LUMPUR, Jan 7 (Bernama) -- The punp-primng nmeasures that the
government is considering this year are being viewed by econom sts as a
better option than slashing interest rates to further boost the nationa
econony.

As interest rates are currently at their |lows, slashing themfurther
m ght cause the econony to fall into a liquidity trap, they said.

In reality, there is sufficient roomfor interest rates to conme down
further due to the current anple liquidity and benign inflation. Hence,
reducing interest rates is seen as a viable option

"But interest rates are relatively low at the nonent and | owering
interest rates could well be a negative signal to consuners. Qur main
concern is the possibility of falling into a liquidity trap if rates are
| owered further,” said an econoni st when contacted by Bernana today.

In addition, he said although the average | ending rates had cone off
due to stiff conpetition, there is a possibility for the three-nmonth
intervention rate, now standing at 5.00 percent, to be slashed further. But
this seened renote, at |east for now

Anot her econom st said |lowering interest rates could danpen senti nent,
thus curtailing spending although cost of funds woul d ease.

He noted that if this happened, the nultiplier effect on the econony
woul d becone | ess significant.

"So, in order to prevent the above from happening, punp primng seens
to be the best option," he said.

Yesterday, Prine Mnister Datuk Seri Dr Mhathir Mhanmad said the
government might initiate another round of punp-primng neasures such as
injecting nore funds into the econony and spendi ng noney on projects to
i ncrease nonetary circul ati on. -- BERNAVA
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