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Saya mengucapkan terima kasih kepada Ahli Jawatankuss:. 

’ :.zganj ur Majlis ,Maka.n Malam Tahunan Institusi-institusl 

:,Jayan Malaysia kerana sekali lagi menjemput say8 d:z 

-%;eri c saya ke MRjlis Makan Mslam ini. 

ini adalsh kzli ke lapan saya menghadiri ye:.; 7 f r. 

;5titusi Kewangan ini. Fada majlis-majlis yang' lzlu 

,.-L:3h mengambil kesempetan untuk memberikan pandangan 

:-, ?.&2pnt saya mengensi keadaan ekonomi serta persnan 

.. q_?stasi institusi-instltusi kewlzng?n di negars 

. ,rlerti dshulu, saya bercadang untuk meneruskan rmalnn 

:I lr;,m Msjlis pada malam ini. 

Over the lr?st couple of.,years9 much attention has bc-era 

'.:cussed on the state of the Malaysian economy. Economists 
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. . ..ve been pre-occupied with second-guessing~the'strength 1 5 

t--1711 IS the sustainability of the economic recovery. To&::, ; 

i_ 1. ,-?re is no longer .?ny doubt that the recovery is ful?:; 

.:trenched. Latest data released by the Department (.,' 

Y.tistiss confirmed that real GDP growth accelerst5d TV 

.7X last year3 the best performance since 1979. / 11 

i.Idicators point to continued strong growth over the z:-:'; 

:‘sw years. This year, first quarter real growth was .?bou:. 

/.5X; the second quarter growth rate was closer to 6%. ?Ms 
- 

kztter-than-expected economic outturn is now well on track2 

r5th a strong revival across all sectors of the economy. 

‘I 
. More importantly, the initially export-led expansion is 

bk;i.ng reinforced by rising domestic demand as inccmes .:;A ,C' 9-. 4 

::?oTits $mprove. Consumer demand, in particular, has bee:-_ 

zir ;z~ding strongly. To a large extent, this represents th?. 

:'.:- <?vitable release of pent-up demand during the 19 ;Ei 5/F i: 

:c.cession. As a result, car sales are booming after 

-., cyolonged slump. Imports of consumer products are gro~fr~ 

‘t double-digit rates, and business is equally brisk in t.-:, 

+olcsale and retail trade. In terms of private investmert, 

c-h: indicators ,are equally encouraging, especially in tie 5 

:5nuf.a.cturing sector. As sales orders mount and profltz 

t.:Icrease, manufacturers are becoming more confident 1.C 

:u'riness prospects. This is incressingly being trsnslatcd 
. . ‘5. 

‘-2t3 higher outlays _. for capital expansion in plant znd 

~;r,uipment, 85 reflected in the surge in imports 1 c 1 

.:.?.vestment, goods . 
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, Clearly, ell signs point to -n sustained expansion for 

,:f,jz cross-section of the economy over the next cour:l? ?f 

. _ .:r s . Notwithstanding the sharp rise in imports, t:J-.. 

I~nce of payments is expected to rem(ain favourable, .pr.'.?i 

,-yhsps ,3 small surplus over the medium term. We can :L'z? 

\c?k forward to further progress on the fiscal front ‘s :.:, 

jrernment continues to consolidate its expendit;,i_-: 

. Although the economic prospects are favgurable, this i,; 

!’ time for compl:z,cency, A lot is riding on the ability o!' 

L i-:.? major industrisl economies to "engineer" what is called 

soft-landing for the world economy. Even as the IYF t;r.lk~ 

,f-T ’ continued good times ahead for world commodity prices, 

f .I, decline in the price of oub rubber, pclm oil and tin 5:: 

AF,:+nt months is 2 cause for concern. We cannot afford tr: 

'..ject ourselves to the vagaries of the world tr,?dj.n;r 

-~~i.ronment. While conditions remain favourable, we should 

double our efforts to reduce our reliance on commoditiz;: 

,: the externsl stimuli and instead promote domestic 

C~'~:~.rces of growth. In this regard, banks have an importr:nt 

.r>::_,: to play in channelling the. large inflows of liquidit?! 

+:\I~ our buoyant exports mto productive investment in th? 

..~~stic economy. 

The banking system.must thus be.znchorod on a solid 2nd. -:.. 

: -:,h~kable foundation and this foundation must be reinforced 

:-<y.T;inuously to support the rapidly expanding economy. As 
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& we well aware, the banking system h5.d gone thrcup! ':Y!' 

'cid test" during the turbulent years of I-985-86. ‘;h s ” 

‘.,j rloubt that appropriate surgery hss been performed A: :: r\ .c: 

'; jar we?k links in the system, which surfnced durj.ncr + r 

2 i6re recession. The system is now stronger :.nd ~1 .:. 

: ruble of withstanding future shocks. W?th the coming %:I::. 

.‘orce of the B:^lnking ?nd Financial Institutions Acts 3 :‘* ~1:: 

: !T 3r ,g ‘Z - would hnve the power to intsrvere :;.nd supervise t!-;e 

.:'i:iancial system better. It is not the desi_re of‘ 5::~~~ 

l:r,TJernment to hzva more regulations but Supervision i.;? 

:..:cessary in order to effectively promote monetary stzbi.11';. 

_ ?_ci 2. sound financial structure. WC must 711 remember th.? 

_(i 
_ is the Government that is called upon to provide ,_!< L. 'r 

c ,. .“ety net whenever b:z.nks ?.re threatened with insolvency. 

Moreover, I am certain that tht fin:nci?l institu5: :J.,~ 

-.ou.ld have become wiser and more prudent efter experienc'*)- 

:;'!..A bursting of the "speculative bubble". The lessons !-.:: 

i .-in I _1_ costly and it would be worthwhile to remember th::~.:, 

.., ,’ :3icularly in the present mood, when the economy is o:-_ i;_lz: 

:.lr, t urn ngzin. Mznagement must impress these lessons ~7 -"c 

!-,ri.:?ciples upon the new officers who will be future le~_dc:~s 

c .: their institutions. These officers may not h-_ve k;::d 

;‘f--st hand knowledge or experience of the recent turbu1er.t 

'~+?i"lod of banking not only in PZlaysi::., but the world ove.~. 

I With the economic outlook distinctly bright, f,?:: 

3 ‘< -;;Jg community should take the opportunity to build :J.Y 



,v?ir reserves in 
c 

order to rejnforca their ability tu 

sl;?port a more prosperous and -more. sophistLcated econcq i 

I .,. .: best and easiest time for the banks to raise capitg.1 !.s 

. . i:? they have surplus capacity and do not really need It,. 

‘.‘o’-czov~r, the bufld-up in capital and reserves' dur?ng 31,' 

T!--t,urn of the cycl-> c will not only en&l& them to grow 5.1: f,L. 

.';l~re 9 . . but more importantly will place them in good st=-~2 

-I;r, withstand shocks and absorb any unforseen losses dur_'L:?i' 
_. 

%r,ure downturns. 

m 

.T 

J. :, . Bank- Negara has recently introduced a risk&,st,i 

..:,Jr:ital ratio, formulated along the lines of the E,.r:s: 1 

rr %.-,\?_tal framework to be observed by a.11 licensed banks :P: 

:T’f_:q.ance -companies. It is my hope that, with the !:er. 

?*?.sk--based capital framework, banks will be ;qi,:".L; 

:,;;nsitive in structuring their .bals,nce' sheet. .Ad.&UllLi. 

,:::pital and prudent assets and liabilities man'agement t~iI._l 

'~3 3 long way in $voiding the mistake's ,arld excesses of +-I~_ 

^. _ 7t. 

I-. . We Care now in the third year of economic recovery wit: 

+-.l:: pzxe growing stronger. Within this broad development; : 

--nyder whether the ,financial 'institutions, especially :;i:= 

17 .r,ks are moving along at the same pace. If we takc;j 

c;Wsory glance at 'their financial statements, WE 'i 

1~‘) rent gains snd consolidatioti.. ,' :Howcver9 6 major prl_rt <;I 

+:7- profits hsd actually come from recoveri& of'bad dnbts; 

do not have nny qu:?rrel with the banksP efforts to coll~~c": 

‘S 
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.? is legitimately theirs, but I wonder whether it :-;z,s _~:!r 
.# 

',qorne an obsession amongst them to emphasise recoveries '-." 

:st due loans at whatever expense. 

:: . I have heard that banks 8re too insistent on recoverin,; 

r .5&l? old loans. During the recession, interest >I. i: 

':umulated beciluse borrowers could not get the cash to 

-:M.ce their loans. On top of that, the banks had imsos,tid 

-vy penalty interests for such default. When thIn<gs 

'.j-- _,sme better, borrowers who came forwsrd tar repay set y: 

!;c'k when they were informed of the Emount owed. Even 4'c?1- 

I :: .z_ 2 who propose to pay the whole ,amount of the orig5z.l. 

.‘TI together with zccumulated interests, some banks refus:: 

;.zolutely to waive the penalty interest or even P part :I? 

* These banks seem ben t on getting their pound of flesh 

%YZ if it prevents their clients from making a recovery ~2 

J.nsir~ing as their clients. This is the kind of short-t;?rm 

LA iilking that does not seem to reflect meturity. 

n The banks and the country as a_ whole will not gain frcm 

-is which prevent good borrowers who willingly come forwer~3 

-. pa.y their loans from recovering quickly. We need such 

_.-,inessmen who are ;2ble and honest enough to pay their 

) ‘; s 8s soon as they can. They ore responsible debtors. 

.v should be rew3rded rather than penalised. They should ‘,> 

.T _ .?elped to recover and to remain good clients of the banke ’ 

.: .l::;cerned . They are truly assets to the banks and Zh;> 
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4*sking system f?s cornpa-ed to .- i those who would aaoid J;:.-;I~. 
I, 

:,'ck loans for ,223 long z.s they can. 

I.! * Melaysia is short on good businessmen rend paym~str~~~: e 

!_ t. i s in everyonevs interest to rehabilitate these r;eoT,iY:. 

hope that banks will be more businesslike in dealing rr:~~:!? 

i tin; _‘_i . The f:lster thise people recover and go on with ,tLii,;r 

&siness the better it will be for our economy 3s a whoI_?. 

. a At ths same time banks must not be h&r& on thosa 0'. 

.’ . cir clients who ffll on hard times because Of the; 

1c~32ssion. The collater?.ls they put up depreciated with ;;2- z 

,-‘: cession end they were unable to pzy up. Nany were :x::i~~~ 

%:;.nkrupt because of their failure fad 21% now unsbl,? I;CJ 

:++start their 

t.i:zir former 

r;:_T en time it 

business. Yet with the c;conomic reco'Jrel-, 

properties have appreciated. Hzd they bse.: 

is possible that they would repay the b~~_.~k~ 

.p;J.i;,h the recovery of prices of their collaterals. But I >’ t’;<> 

, ,T * ~2 been made bankrupts 2nd sre now not rsble to repsy SZYU.:: 

_ ith thefr limited. ezrriings. And of course they cannot .~CI 

._:,! business as they cannot r,sise any capit&. They ?!r? ~;c]N 

.!.s~:_l.ess to the b.znks, to themselves tnd to the nation. il 

: ,. ; C,o me such F, waste. Some of them who misused fur*,Cr 

.':_ s'?rve to be bankrupted. But those M~?O fciled through t;?; 

;‘-__,!;erty depreciation do not deserve to be so punished; 

., c 
; ~ Spesking of collaterals, the bzncing community s.i;-Lli 

:- xms to regard them 2s the only worthwhile guarantees .~JLI 
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:i1e_tera1s in +;hs form of properties or shares CCCL ;>:J 

; ;:3~ci2te as to be a,lmoat useless. This w&s w-hat h&pr>,3~v 

-r~:1cg the recession. Despite t.he collsterals being, -I,: 

. i __v’ instances, worth more th%n the 1oz.n given out, 5 ,,I-; f: '_: 

.t . ..z.r~d. themselves un:able to recover thz collateral supp~:.~=-c.crr‘ 

’ :ns during the rcc~ssioon~ The collater?.ls had zot CX.-~.L~,: 

,’ I 

:. reciated but there were also no buyers. 

* 

-1 I 

* Unfortunrtely when the property Czppreciq,$ed during zi.:.. 

.'::5very some beakers r;aid themselves off together :+lt,t 

:5erest and penCL",ies. Their clients recovered very lltt.l., 

.-. 
:ot:l the zppreciztion of the value of the collater?ls> 

Ji.‘.le repayments in Installments should be charged the Pul:~ 

. t-:i_?lties , rep,",ymentr, i ill full deserve to have t11e:tr 

, / ,::.ltFes writhe:? off or reduced. Indeed even interests 

i ; -., (?rve to be reconsidered. 

EFznks should re2.1~ Lepznd less On collaterals but mo'r~ 

';he soundness of compz3ny managenient 2nd ?:.,fi.tabilit;y 3f 

" r, “ f ect 6 . This is eepr:cialiy so when dealing with ww 

\.:~rprises and new pror,ucts. If we sre ever to move Tnto 

: Wtr%ditional busines~;es, banks must SC prepared %G SS,UQ 

( / ,-i 2 c t, s .i or enterpri2c;s with ?. view to evalusting thei:- 

I ':t-ntisl. Obviously these businesses Qre not going to ~;:YY+: 

'~rr~ck record ,, E. 12 t : f they are not to be given any 7 c'.~"; L .> L.,. 

,- I. I !t. .xse they have no c,llatersls snd no track record, hov: 3~ 

.;r2 going to be x3hi '0 ~sinesses end entrepreneurs? 
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. . . Admittedly it is risky business to finance a ventur: 

:.!th no track record end no collateral. But banking is ~3s:) 

ousiness and banks must also take risks. More than i;lr,;.; 

'j ,,ks must be prepared to lose money or to share loss<::;, 

::ks are not entirely without blame when businesses go scur. 

,_. 
2 > A few years back, at an annual dinner such BS this, II 

..ui::Fested that banks should take up shares and activ;l:i . ..> 

!I' .:z%icipate in busizless. Then if the enterprises horror, 
- 

-. cJ:)m the banks they will be in a position to overset? t‘n:: 

* ilnagement. They will be eble to halt any wild ventures ': t 

.::st through the boards. 

:L2;ey 1s not misus'd 

Certainly they can make sure t,h~-c 

. 
(3 . 

?7 
‘. i . As I remember it the suggestion was welcomed by thz 

:: ._!-iking fraternity. Eut I know of no banks which hz.v~ 

~:ualiy taken shares in companies and participated in the:ir 

' :.~gement . I do hope that this is bectiuse banks have +ha+r cl LCL 

.'.,ds full running their normal business. I also hope thrrt 

i L 4‘ 
._ will take up this suggestion in the near future. 

At a recent exhibition of iY/Ia.lay Sian science ,_.d <.j 1^ 

: Tientions, a number of the brainchiidren of PIFJEQ-s.!_~~ 

:ientors seem to cry for production 2nd marketing. If z2 

Yiition our rese:?rchers take seriously the suggestion XC 

4i:ntify products which can be copied ?nd modified throu,c~h 

7-r f,Lpsk? engineering, it would seem that there is B gre::-~ 
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: ,:o$e for the start-up of many new enterprises. Bilk , .! 

.; “)LA~S~S such new enterprises would require venture capi.tz.:i, 

. . 
;. A seminar was recently held in Kusla Lumpur on ven":-:-' 

-, ;:ital. If 

n-3 need to 

’ ‘tventions or 

G!-,? emergence 

',T:..l2ysiens . 

a,;iy employed 

the seminar succeeded in convincing beni-xz ',.\ 

support new ventures, possibly involving >-ar. 

reversely-engineered products, we may yet *:+., 

of new manufacturing activities in Mslaysi~-,, b.v 

At the moment of course new te&xiologiss ,2rr3 

by foreign manufacturers with reputation r:.x3. 

';r-ick records. Yet ut one stage these foreign big n:ec!c:? 

;;i7.ist have been small and unknown. They must have had so:! 1 

3xking backers in their early days to be where they -r>. 

‘:., CJ d t’i y , Cannot our smzll new entrepreneurs be accorded +I?:. 

.3 -*:‘:me backing by our banks? 

i. 9 For banks to venture into what are to them unchzrtti?,; 

‘. ,.1 d IS, they must prepare themselves thoroughly, An pbiJ.!_t, 

c> I. understand cash-flows alone is apparently "u: " :,; ;: 

i;z.dequate. Banks must have people who look beyond purL 

TLLYit?y lending. They must understand the management f‘ 

?~lIsinesses, particularly new manufacturing businesses. ” !1 :,, ‘y 

: i?;St also have officers acquainted with some currer-t J 

technology. 

-, IT 
. Thus equipped they will be able to make be ", t c. :- 

*.>' I ._luations and to take the kind of risks involved i2. 

-,-oviding venture capital, directly or indirectly. Id e - F_ 1 cc: c, 



, * .iT ;zs kind of benkiklg skills and risk taking if we ?re . I .: 
‘. 

f;t> escape from the traditions1 %re8s of business - cornn~ci.i:~~ ., 

'-~:~,Auction, properties r construction znd running kedz2.s. :,; ,7 

’ *:;not go on relying 

:c)‘~use, ._ in the 
.’ ‘, ., .* ’ 

:, 2qodity-based. And 

on these limited ':lreas of busin.e?:s 

final analysis, they 8re j- 1 ; 

there is no w%y we c8n coqtr':l 

.\~;i;r,odity prices. I nm not Gsking baks to be impruci&i:: o 

'9 must be prudent but not to the extznt of atif1i-n~ .‘. 

:.,.:repreneurship in this country. 
d 

m 

. I realise fully that bznks heve been badly biC,t-,~~. 

-;!.i,.aing the recent rtlcession. They know thst even s;it> 

.,.)ll~ter?.ls they czn still lose their money. . They know ';1'11 5 

-$ C_;ri(,? business people including valuers do overv- 11.1 

-,;Xa.terals. Leasing comprnies hove hsd very bad exptrir:ic& 

-: .*! sed . Once the money is given out t,he lenders lose si:{kit, 

( i .I t . Since baks and other financiel institutions c2anot 

.Izsibly supervise the wsy 3.11 their loans 3re 5:5.:_,~: 

.: ,-pc7nded, the role of the auditors becomes extre:nl5.ly 

‘r ?ortant. ._ The ::uditors zre there to ensure that 5 h 2 

! I -' -'I ;c,tors and manr,gers manage their money properly. 

-, -, , In our system the auditors are supposed to be %ppointsc! 

I~~ the shareholders at the annual gener?J meeting. I? 
_ 

*;.ue.l fact it is the management end the boards of directors _ 

pl-!ch appoint the cluditors. This being so the auditors 

.~";r3-n feel themselves beholden to the msnagement end till 
. 

'):>n,?ds. This is not healthy. Ranks which often have mar? 



:,?:lney 
. at risk than the shsreholders should really hz:,c/-- 

,_aoportionate say in the appointment of auditors. f 

.:ditors should be beholden to the bsnks zs well as to I-,. 

>:: zSreholders. This wzy the banks will h,ave some superv.i,~~.~~. 

,-:-72r the money they have lent to the businesses. Thj. s VL; :_. ‘_. 

!JJC?.UC~ their risks and consequently their reluctance !;c 

.'nance enterprises. 

1 >? 
- , . We should 211~0 not forget that insurance companies tot; 

* 

.::+ad to move along a similar direction. For& too lonr~, th.= 

.'_.xurers have stayed in the background. The time has ~'.oz 

7, T’i -id for the insurance industry to move closer to t?..;z! 

C-refront of economic activities to seriously consIn t,;:? 

i;.i->oviding commercial insurance cover to the hj_t_l:ar'r< 

‘I ..vzrse" risks such as crop?, livestock and fi 34i","-i~~r * .’ 

.:‘isursnce; to upgrade risk management techniques so ~1s t;o 

e :..& on the more sophisticated megarisks of marine, svi.?,,ii,.. 

._ ..l 
. ,.L energy; to pool resources together so as to rkt,:t~z 

-1 ,.’ yjJL;” .stically .%s much as possible the large premiums, ': 

- :bstantial proportion of which is ~OVJ psid overseas, .': 5fp_ 

.cxtributor to our invisibles, to pEckage the most 

:ost-effective insurance products for the salary earners =nd 

'-j:,Sinessmen alike, All these are for the national good 

Pile not diminishing the profitability of the insursnc:: 

~,-i~:~a,nies . 

‘A 

I 
. We all feel th?t PB.laysia is experiancing an upturn ?v 

2-3 economy. We see evidence of it everywhere. We see 'lQ';ar; 
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I tffic jams, more frequent full house notices by hotels, 

-ore people eating out, more clubs and golfers, more c:i?:~l:~;; 

r: shopping malls, more smog and Indeed more of evergthigc-, 

'?.‘1!_ these sound good to businessmen and to bankers. Fut ?'<,.- 

* ” these growth to be accommodated ..,.__ Lznd sustained everyo?.,:I. 

1 -3-i; tidy up his act and upgrade ..( facilities and servicc?s. 

I, :. Today Malaysiass population is 17.4 million. I+?hen ';I;‘ 

,_ 1 "~;sme independent there were only 5 

I 'crease is rapid, very rapid. 

p?,?ulation growth of 2% and we have 

.a 

mil1i.o~ Malayans. : q-1,.-- 

Assuming we, h;;lVE i 

more than that, ‘sber.: 

.~?__11 be more than 340,000 new Malaysians every Year or 

?Lthout compounding 1 million every three years. Th "' c:, ', 

.-j:?onle will have to be fed, clothed and housed throuir.1 

5r.!:loyment , They have to be transported and entertained. 

..;olng these alonE would mean more business. 

: . The Government in anticipating these needs have set .'.c.: 

?otion plans and policies designed for accelerated eco~^,ocli~: 

T?..oIfi/th. . - We tire expanding vast sums on ne&:,-y. 

z::'rnstructures. The State Governments, You may h. :;,v t3 

~1’; ;iced 9 are very much more active in Fi.ttrhcting local ~~25 

.'orV;ign investments and generally boosting the ~cG'L'~o!~-~. 

‘-‘:n local authorities have adopted very positive attitudes. 

* .- 
:_; i. . For all these economic growth for a burgeoniz;.; 

population to take place, capital will be needed. 'i'21; 

;-' 1 <. :.~.+.nci& institutions must play their role. They must !?c 



. f i?C? iiWlOVatiVC? and open-minded. They must help ,qi 1-I ., \*. . 

:;siness people seize opportunities p=j they 2ppee.r. ??I:. ‘7 

.:S~t not look.merely at their immedicti profits but els:> -: 

I ~ 1 long-term returns they will get as the popula2iI:;. 

.*' c:re%es and businesses grow along with it. _. 

r. 

? .> I llre do not want o-m rapidly growing population to r+s~:.:- 

I Ii the lowering of our standard of living. Fer II' 2.p It':. 

.:ccorne ._ must increase even as the population increases. 
. 

‘,:..Lle exports will continue to contribute mope and more t.~ 

2 ‘L‘. : - economic growth, the health of the nation's eco:~oa::~ 

::.guld be better protected if domestic demands also grow TV 

1,:.duce dependence on export. 

y; : / . Money must move, It must not remain static. E: v'er\. 

*r.imne money changes hands wealth is created. The f.~t.~~ 

irl'~;ey moves the greater will be the wealth created. :C 

.~l_;_a2cial institutfo3s, the c!.zT;odians of the nationss VL::-- 

n.1is-t; help this process, must give guidErzce, must pr0;C.A 

2 .ipc;;rtise and must be more adventurous. They must ni\i: -.,;': 

+!:zir money stngzate in their vaults for any longor zb.:, 

,Y%:J can help. They, more than everyone else, must 25% 7 

5:ortey moving and consequently growing. 

preached public and pri+?*te sactor cooperEtC;rJ. 

:,, ‘2 
. have recently begun preaching a three-way cooperst;oz. 

:-.;:tween the Gover'nment ) the businesses and the workers 53 

zElghten economic growth. Now w2 want to suggest tl-,: 
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-~~_rticipntion of xother important partner to make .i.t. 

.)ursome. We would like to see the financial institu.tio:::: 

?rOw their full weight behind the other three so th*.t ,; 

C!L1 take off on z, sustained economic growth path f(:r 1.V 

,,,:tterment of ~11 of us. 

) ;; 
4 As you enjoy your dinner tonight try also to digest -z::!> 

-;)sorb some of thz special menu I hsve just cooked CT_‘ .! C1 

:;3u. God willing we will build together 2 belter Plal~_yei.~~. 

K31:LA LUMFJH, 
21h?x.Oeoo, I9C9, 
J,zI: 3.30 potnng. 
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