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MASA:

Yang Ber hormat Enci k Dai m Zai nuddi n,

Ment eri Kewangan;

Yang Ber bahagi a

Tan Sri Dato' Haji Basir Ismail,

Penger usi Persatuan Bank-Bank Dal am

Mal aysi a;

Yang Ber bahagi a

Tan Sri Dato' Jaffar Hussein,

Gabenor Bank Negar a;

Dif-Di f Kehormat;

Tuan-tuan dan Puan- puan sekal i an

Saya mengucapkan terima kasi h kepada Ahli Jawat ankuasa
Penganj ur Majlis Makan Mal am Tahunan Institusi-Institusi
Kewangan Mal aysi a, kerana nenjenput saya dan isteri saya ke
Maj I i s Makan Mal am i ni .

2. Ini adal ah kali yang keenam saya nmenghadiri Majlis
institusi kewangan ini. Pada majlis-majlis yang |lalu saya
menganbi | kesenpat an untuk nenberi kan pandangan dan pendapat
saya nengenai keadaan ekonomi negara serta peranan dan
prestasi institusi-institusi kewangan di negara ini. Dengan
i zin, saya bercadang untuk neneruskan amal an i ni pada kal
ini juga.

Ladi es and CGentl enen,

3. In three days tinme, we shall celebrate the 30th

Anni versary of our Independence. It is tinmely for us to
reflect on our achievenents as well as our failures in
banki ng and finance in the last three decades. They say t hat
to understand the future, we nust know and understand the
past. Then and then only can we plan for the future.

4. You may recall that at the point of Independence, our
financial systemwas made up of the Joint Currency Board, 26
banks, of which only 8 were | ocal banks, a handful of

i nsurance conpani es, the post office savings bank and the
Enpl oyees Provident Fund. Total assets of the financial
systemthen anounted to less than $2 billion ringgit.
Today, | amtold, the assets of the Ml aysian financial
systemis no less than $200 billion ringgit, with 38 banks,
47 finance conpanies, 12 nmerchant banks, 7 di scount houses
and a host of other specialised institutions including
devel opnent banks and enterprises serving the capita



mar ket. The donestic institutions now donmi nate the nmarket.
The reality of electronic banking and instantaneous funds
transfer is taken alnost for granted. Today, we can nove
funds rapidly not only throughout Malaysia, but also to and
fromother parts of the world. Al these are rea

achi evenents own reconstruction and the bal ance of paynents
deficit.

7. Today, after successive oil shocks and the onset of the
deepest recession in the post-war period, we have w t nessed
nati onal and corporate fortunes change by the day. Since

t he begi nning of the 1980s, we have seen exchange rates
fluctuate wildly, with the US dollar rising and falling sone
40 to 50% agai nst the other mmjor currencies. As a
consequence of hard work, Japan has energed as a nmj or
financial and econom c power. Five out of the six |argest
banks in the world are Japanese. These have been achieved
by a nation that has al nbst no natural resources, that
inmports alnost all its oil requirenents and raw materi al s,
and was conpletely devastated by war only forty years ago.
It goes to show how sheer grit, discipline, drive and
managenent skill in the face of adversity can triunph

agai nst all odds.

8. W live today in a conpetitive world. Mst devel opi ng
countries have | and and | abour in abundance, and to a
varyi ng degree, access to capital. Wat then nmakes one
country nore devel oped than another? Mdre than eighty years
ago, an econom st characteri sed devel opnment as the process

t hrough whi ch entrepreneurs innovate to create new products,
to invent new techni ques of production, to create new
markets, to find new uses of materials, and to evol ve new
institutions or industrial comnbines. By expanding into new
hori zons through innovation in products, technol ogy, markets
or institutions, the entrepreneurs create weal th which when
distributed lifts the living standards of society.

9. The sane far sighted econom st said that there are
three key characteristics which nake a successfu
entrepreneur. First, the vision or dreamto create new

thi ngs, markets or organisations. Second, the conpetitive
spirit, to prove excellence or superiority, and to succeed
because success is initself a reward. Financial gain is
secondary. Finally, the joy of creating, of sinply

exerci sing one's energy and ingenuity. Underlying these
elements is the pioneering spirit to venture where no nen
had dared before; to literally bring about change hopeful ly
for the betternent of mankind.

10. Frankly, these values are by no neans absent in

Mal aysi a. Yet, something is mssing. W seemto |ack the
real entrepreneurship to pull all these together
particularly in the manufacturing field. Business is at its
best when there is both private profit and social gains; at
its worst when profits are nmade at society's expense. Al

too often, the Ml aysi an entrepreneur has been nostly of the
"hit and run' variety, with [ong-term



desires to have short-termprofits. Consequently, we see
little or no conmtnment to the future, only shoddy
"products' in nost cases that have great difficulty in
successfully conpeting abroad. The recent recession, wth
the hel p of the bankers, has w ped out quite a numnber

of these so-called businessnen. Unfortunately genui ne ones
have gone under t oo.

11. However, all is not lost. | amtold that in the United
States sone venture capital funds will not seriously

consi der a project unless the entrepreneur has failed two
or three times. If nothing else, this proves that the
pronmoter has the determination to try and try again. This
shoul d be no less true in Mal aysia. W have faced the first
real recession in Malaysia in nearly three decades of
prosperity since | ndependence. Those who survived shoul d be
much wi ser and fitter to try again. Those who fail ed need
not feel ashaned so |long as they have tried their honest
best. They too should try again provided | essons are |earnt
fromtheir failures. Those who have cheated and squandered
deserve to be where they are today.

12. In this period of recovery and turnaround, the bankers
as the custodi ans of public funds, have al so becone the
cust odi ans of another key resource -- our tiny pool of
entrepreneurial talent. The fate of many of our buddi ng
entrepreneurs now lie in your hands. To a

| arge extent, their survival depends on whether you think
their ideas can be nade comercially viable. If they are,
then they will need financial and al so managenent support
especially in the formative years. If only solid gold
collaterals count with you, please renenber that even gold
depreci ates. The recent recession has shown the weaknesses
of collateral based | oans.

13. In a recession, losses are inevitable, to the
entrepreneur as well as the banker. When commodity prices
fall nore than 40 to 70%in a matter of nonths, there

wi |l be many casualties, including the Governnent. Wat is
i mportant is not the | osses, however painful these

may be; but whether their backers and bankers can separate
the "men fromthe boys". Indeed, they must continue to help
t hose ventures that possibly will turnaround with economc
recovery. Bankers nust have foresight and nmust not

forecl ose every project nerely because they have

non- perform ng | oans. Bankrupting all our entrepreneurs
simply because the recession has rendered themincapabl e of
servicing their loans will not hel p anyone; neither the
borrower, nor the bank nor the nation

14. One other inportant reason why Ml aysia seens incapabl e
of producing entrepreneural giants is that life is soft
here. No great effort is needed to devel op estates

or housing projects or cut down trees or dig for tin. A

| and concession or a |licence can nake al nost anyone ri ch. But
in countries w thout resources, much ingenuity is needed in
order to prosper. The chall enges are greater and the people



who rise to these chall enges nust have the qualities for

t he maki ng of good entrepreneurs. O course, if the
chal | enges cannot be nmet, the country can even regress and
| ose out conmpletely. There are quite a few countries

whi ch have never nmade it. Malaysia is not one of them But
Mal aysi ans need to nove away from easy conmodity production
i nto manufacturing. The banks nust be nore discerning and
not | ook at collaterals al one.

Ladi es and CGentl enen,

15. Mal aysia has waxed rich on the products of its

pl antations and mnes. It is easy for us to say now that
produci ng these commodities was the right thing to do.
Actually many of the early planters and mners had their
doubts and there were bad patches in their history. Indeed,
we know now that commodity production is not always
profitable. Such is our disillusionment that we have now
decided to go into manufacturing, not as a substitute for
m ning or plantation but as a hedge agai nst the vagaries of
the conmmodity prices.

16. Now, manufacturing is not easy. Because we have no new
products or processes to give us uni que advantages, we have
to go into areas where others nore experienced than us have
al ready rodden. This inplies conmpetition and conpetition

sel dom favours newconers. Many of us are going to fall along
the way. W are going to make many ni stakes and we are going
to have to pay highly for these m stakes. But if we believe
that our salvation lies in diversifying into manufacturing
we have to soldier on.

17. Entrepreneurs need support and encouragenent.

Conpeting with experienced foreign rivals is tough enough
But when | ess than no support is coming fromhone, even the
nost intrepid of entrepreneurs are likely to throwin the
towel .

18. The Governnent has done nuch to encourage

manuf acturing. Admittedly there are nmany things nore that it
ought to do. But others must chip in also. Banks should
certainly do their bit. They should be nore enthusiastic and
synpat hetic towards manufacturers, particularly those with
export in mnd. They should not be too ready to pull the rug
fromunder the feet of manufacturers who | ook |ike they are
going to fail.

Ladi es and CGentl enen,

19. The M nister of Trade and Industry recently said that
Mal aysi ans are their own worst enemes. | aminclined to
agree with her. Relative to many other devel opi ng
countries, which I shall not name, Malaysia is stable and
peaceful . W have had no disorder of any consequence since
1969. But who tells foreign investors that there is tension
in the country -- the Ml aysians. Foreign investors tell ne
frequently that they have been told by Ml aysians that the



Chi nese are just about to revolt against the CGovernnent --
not in so many words of course but that is the inplication
The fact that the majority of the Chinese in this country
are loyal and want stability is ignored. The consequence
is that foreigners lose faith in Ml aysia and Ml aysi ans
of all races suffer. Wiy do we do this to ourselves? Is

it for the satisfaction of being able to say that the
Governnent has fail ed?

20. Bankers in this country have a duty here to correct the
erroneous i npression caused by irresponsi ble and malici ous
remar ks by sonme Mal aysi ans. Bankers are peopl e of
integrity. They al so have a vested interest in the
prosperity of this country. They nust propagate the truth
about their country. We are not a nodel of racial harnony
but we are much better at finding conprom ses and getting
along with each other than nmost multiracial

countries. Foreigners should be reassured that Malaysia is
politically stable and has al ways been so. W can manage
our problens better than others.

Ladi es and CGentl enen,

21. Banks cannot function in a vacuum They need an
energetic and enterprising environment. The foreign investor
will have to nake up for the shortage of |ocal
entrepreneural skills for a long tine to cone. The banks
shoul d, therefore, play a greater role in encouragi ng
foreign investors to set up plants here. They shoul d have
speci al departnents dedicated to this activity. They shoul d
advi se and help the local entrepreneurs to co-venture

with potential foreign investors. Banks cannot just |end
nmoney. They nmust know their clients business as much as the
clients thensel ves so that they can really be of help -- to
their clients and to thensel ves.

Ladi es and GCentl enen,

22. Once again, | would like to thank you all for inviting
my wife and I to your annual dinner. | w sh you all a

pl easant evening and al so every success in your endeavours.
Thank you.
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