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Preface

The Asian crisis became official on July 2, 1997, when the Bank of Thailand realized
that it could no longer defend the baht and allowed it to float (devalue). The subse-
quent surrenders to currency attacks in Malaysia, the Philippines, Indonesia, South
Korea, and Taiwan were like falling dominos. Many people, however, might not be
aware of the severity and extend of the crisis until the crash of the stock market in
Hong Kong in October, 1997, a few days after the letting go of the Taiwan dollar, and
the announcement by the government of South Korea its decsion to seek assistance
from outside world in November, 1997, a few days before the APEC meeting was held
in Vancouver, Canada.

I remembered that back in last October, the Asian crisis suddenly became a common
topic of conversation among my colleagues and friends, as everyone was trying to find
out why the stock market in Hong Kong could fall so much and so quickly, and why
the United States would be interested in what was going on in a small economy like
Hong Kong. The bailout plan provided by the IMF to South Korea, which was
dramatized by the government’s initial denial of the need of outside assistance and the
subsequent steps of expansion of the size of the plan, provided a good idea of the
seriousness of the crisis: If one of the four little dragons got into a trouble so big that it
has to seek a foreign assistance package as large as US$57 billion, one can easily
imagine what kind of problems other Asian countries are facing.

When I talked about the Asian crisis to the students in my graduate trade class at the
University of Washington, all of them showed great interest in knowing more about it.
However, there was not much literature on this crisis except magazine and journal
articles. So I organized those who wanted to devote time to this project and formed a
study group, which is named Economic Research Group on Southeast and East Asia
(ERGSEA), to try to find out what has happened in these countries. The group was
later joined by other graudate and undergraduate students of the department of
economics.

The group proceeded in three stages. First, they collected revelant articles and
information about the events in different countries. Second, they were devided into
several subgroups, with one to three in each, to study various countries in the current
crisis. These countries and the corresponding people responsible for are:

Indonesia: Sweta Saxena
Malaysia: Idanna Kaplan and Avery Ke
Taiwan: Shuan-Tung Peng and Yi-Chi Chen
Japan: Lorne Johnson, Ayumi Orito, and Maiko Tajima
Hong Kong: Ming Chien Lo and Jerry Chow
Thailand: Chia-Wei Hong
South Korea: Hyun Jeon

Each subgroup searched for articles and information about the country, and tried to
find out what has happened and why. By the end of March, all of them have finished a
chronology of the country. This provides a very good idea of the events. In the third
stage of the project, each group would write up a report on the country under study.
Starting from May 5, they presented earlier drafts of the reports at the Department of
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Economics, University of Washington. So far, six country reports have been presented.
Each meeting was well attended by faculty members and students.

At the same time, I established a home page on the Asian crisis. This home page
contains not only the chronology of the countries and some country reports, but also
relevant articles on the crisis, links to other Asian home pages and official and
unofficial home pages of various countries, a reference list of economics papers on
Asian growth and a separate one on the Asian crisis. Establishing the home page helps
me understand more of the crisis, and also provides a service to others who want to get
information about the crisis, as various pieces of information are scattering around
many places and are time consuming to collect. The Asian home page is at

http://weber.u.washington.edu/~karyiu/Asia/index.htm

In this manuscript, I am happy to include four of the country reports that have been
completed, chronology of the seven countries, and reference lists of economics papers
on Asian growth and the crisis.

Updated information, and other information related to this crisis such as articles and
commentaries, links to different Asian home pages, pages with downloadable
statistical data, official and unofficial home pages of different countries, and a
conference on this crisis are available on my Asian home page.

The information in this manuscript and the Asian home page is not complete. I would
appreciate any comments and information related to this crisis so that a better home
page can serve others. Please e-mail me.

In publishing the present manuscript, generous help has been provided by the City
University of Hong Kong where I am visiting. I would like to take this opportunity to
thank the Faculty of Business and the Department of Economics and Finance, in
particular, to Richard Ho and Stephen Cheung, for their hospitality and assistance.

Kar-yiu Wong
<karyiu@u.washington.edu>

August, 1998.
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Other Asian Home Pages

In addition to my Asian home page at http://weber.u.washington.edu/~karyiu/, the
followings are some other home pages related to the Asian crisis. For links to the
home pages of newspapers and magazines where articles on the crisis can be found,
various home pages where statistical data can be downloaded, and official and
unofficial home pages of different countries that describe their economies, please visit
my Asian home page.

Asia Point Network
http://www.asiapoint.net/galleria/news/economy.htm

BBC News Online
http://news.bbc.co.uk/low/english/special_report/1998/asian_economic_crises/n

ewsid_45000/45468.stm

Megastories
http://www.megastories.com/seasia/

NewsWorks
http://www.newsworks.com/NewsWorks/static/asia/index.htm

Nouriel Roubini's Asia Homepage
http://www.stern.nyu.edu/~nroubini/asia/AsiaHomepage.html

Robert Valliant's Asian home page
http://russia.shaps.hawaii.edu/economic/asian-crisis.html

USIA International Homepage
http://www.usia.gov/regional/ea/asiafin/asiafin.htm

Yahoo Asian Economic Woes
http://headlines.yahoo.com/Full_Coverage/World/Asian_Economic_Woes/
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Chronology – Thailand

April 1997
Some banks and finance companies have been persuaded by the Bank of Thailand (TL’s central bank)
to avoid giving loans to property. The loans to property of total loans in the banking system is 9% at
this point, which is thought being under-reported. [E, 4/12/97]

May 9, 1997
The Bank of TL denies the plan to change the exchange-rate formula. [BW, 5/26/97]

May 15, 1997
In order to defend the baht’s peg to the US dollar, the central bank has spent nearly 10 billion dollars
by then. [E, 5/17/97]

Mid-May, 1997
Local banks are told not to provide foreign speculators with the baht. [E, 5/24/97]

May 20, 1997
Banks are told not to buy back baht-denominated commercial paper form offshore. [E, 5/24/97]

May 1997
Finance One, the largest Thai finance company which holds 23% of Securities One, collapses. [FEER,
6/26/97]

May 1997
At this point, Thailand totally owes about $90 billion foreign debt and $70 billion in which is owed by
the private sector, mostly financial institutions. [E, 5/17/97]

Jun 1, 1997
The central bank reassures the policy of defending the baht’s peg. [FEER, 6/19/97]

Jun 10, 1997
Central bank bans foreign investors’ repatriation of baht funds when they sell Thai shares. At the same
time, it also plans to forbid securities lending. [FEER, 6/19/97]

Jun 24, 1997
New Finance Minister Thanong Bidaya submits a package of emergency measures, including an up to
25% foreign ownership of banks and finance firms is allowed to ease TL’s fiscal crisis. [BW, 7/7/97]

Jun 1997
Government still keeps high interest rates and effectively imposing currency controls by limiting
access to baht by currency traders. [FEER, 6/12/97]

July 2, 1997
IMF teams arrive Bangkok to help resolving the economic crisis. The bank of Thailand starts to float
the baht and raises the discount rate by 2 percentage points, to 12.5%, because of the pressure from
massive baht selling by foreigners. By the end of the day, the currency devalues 18% from the rate at
Baht 25/USD and the stock market rises almost 8%. [BW, 7/14/97, FEER, 8/14/97]

End of July, 1997
Foreign reserves by then is $30.4 billion. [FEER, 9/25/97]

July 1997
The central bank suspends operations at 16 finance companies and announces that foreign lenders have
to shift for themselves. [BW, 7/21/97]

Aug 5, 1997
Thailand’s government announces to accept an IMF-guided rescue plan with a credit line of $15
billion. The plan includes increasing the national value-added tax to 10% form 7%, cutting the national
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budget, holding inflation to a maximum of 9%, and whittling the current-account deficit to 5% of GDP
from last year’s 8.2%. [FEER, 8/14/97]

Aug 21, 1997
IMF approves a $16.7 billion rescue package with requiring the central bank to stop intervening the
operations of troubled financial institutions, tighten the classification of nonperforming loans and
reveal the size of the reserves ever two weeks. [FEER, 9/4/97]

Late Aug 21, 1997
Central bank commits $23.4 billion to forward contracts to defend the baht against currency
speculators. [FEER. 9/4/97]

Aug 1997
Foreign reserves drops to $27.9 billion in the mid-August. It continuously falls to $25.9 billion in the
latest two weeks of August because an estimated $1.6 billion cash injection from the IMF. [FEER,
9/25/97]

Aug 1997
Another 42 finance companies are closed. [FEER, 9/4/97]

Sep 4, 1997
The baht reaches an all-time low rate of 38.4 to the US dollar. [FEER, 9/18/97]

Sep 1997. This year, only about $7 billion of $16.7 billion credit approved by IMF is expected to be
received by Thailand. [FEER, 9/25/97]

Sep 1997
Bangkok’s stock market has fallen almost 30% since July 2. [BW, 9/8/97]

Nov 1997
In APEC summit at Vancouver, 18 governments endorse the plans to deal with further regional shocks
in South-East Asia under the leadership of the IMF. [E. 11/29/97]

References:
BW: Business Week
E: The Economist
FEER: Far Eastern Economic Review



                                                                                                                                                                            

Chronology – Malaysia

late March, 1997
“Bank Negara Malaysia (central bank) announced pre-emptive measures for high levels of private
sector lending, namely that (1) as of April 1st, credit facilities must not exceed 20% of total outstanding
loans (financing for houses and apartments costing less than M$150K, infrastructure projects and
acquisition of industrial bids are exempted. More exemptions are added a week after initial statement.)
Also, (2) no more than 15% of the total outstanding loans for commercial banks and 30% for merchant
banks can be secured by stocks and bonds.”
[Economist Intelligence Unit]

May 15, 1997
“Three month interbank rate surges, amid pressure on ringgit triggered by imposition of exchange curbs
in Thailand.”
[Economist Intelligence Unit]

May 15-16, 1997
“Three month interbank rate rises to 8.62%.”
[Economist Intelligence Unit]

mid-May, 1997
“Rumers that Bank Negara Malaysia (the central bank) has ordered banks  to stop undertaking swap
transactions.”
[Economist Intelligence Unit]

mid-May, 1997
“Ringgit experiences heavy selling pressure, triggering massive intervention by central Bank Negara,
which sells close to M$1.5 billion in the foreign exchange market to protect the ringgit. The bank also
orchestrated a liquidity squeeze in the swap market, to stamp out speculators who had shorted the
ringgit and tried to borrow it back from the swap market.”
[Far Eastern Economic Review]

May 28, 1997
“Three month interbank rate goes down to 7.8%.”
[Economist Intelligence Unit]

May 29, 1997
“Economists warn that unless Thailand takes steps to deal with the country's financial woes, speculators
will soon launch a new attack.”
[Far Eastern Economic Review]

early June, 1997
“Pacific Economic Cooperation Council issues annual economic forecast for Asia-Pacific, including
8% growth in 1997 and 1998 for Malaysia.”
[Far Eastern Economic Review]

June 19, 1997
“Acting Prime Minister Anwar Ibrahim cracks down on corruption in government.”
[Far Eastern Economic Review]
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late June, 1997
“Interest rates eased, though they were still higher than before the May 97 crisis.”
[Far Eastern Economic Review]
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Thai Baht

July 2

July 14

Malaysian Ringgit and Thai Baht
May 30, 1997 - July 18, 1997

(not to scale)

July 2, 1997
“Thailand floats the baht. Bank Negara steps in to try to support the ringgit -- causing foreign exchange
reserves to drop nearly 12%, to M$61.9 billion in the first two weeks of July.”
[Economist Intelligence Unit]

July 14, 1997
“Bank Negara lets ringgit float; ringgit drops to a 33 month low.”
 [Business Week]

July 23, 1997
Mahaftir returns from a 2 month working vacation in Europe and renews tirade against greedy foreign
speculators. Several days later he names George Soros.  This sets off a wave of accusations by Mahaftir
and his ministers and denials by Soros  that is never completely resolved.
[Associated Press and Dow Jones News Service]
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July 28, 1997
“Secretary of State, Madeleine Albright, criticizes Mahaftir for blaming the West  for a decline of
Southeast Asian currencies.”
[Associated Press]

July 29, 1997 
“A U.S. State Department Official denies allegations by Mahaftir that Soros is behind the recent
currency fluctuation.”
[Wall Street Journal]

August 3, 1997
“Bank Negara announced that effective from August 4th, there would be a cap on non-commercial
currency swaps.”  (BLR cap set at same time.)
[Economist Intelligence Unit]

August 16, 1997
The Malaysian ringgit hit new lows of M$2.8210 to the dollar.  The currency fell more than 6% after
the central bank allowed the currency to float freely outside of its trading band.  ‘Economists said that
in Malaysia’s case, recent conflicting statements by Dr. Mahathir Mohamad, the Prime Minister, and
his deputy, Mr. Anwar Ibrahim, over whether to delay some large infrastructure projects had
contributed to selling pressure.’”
[Malaysian and Indonesian currencies fall.  Financial Times: London. pg. 3.]

August 20, 1997
Standard & Poor’s downgraded Malaysia’s sovereign rating from ‘positive’ to ‘stable’ and said that
Malaysia was unlikely to receive an upgrade within the next 3 years.  The reasons given by Standard &
Poor’s were that the current account deficit was 6% of GDP, the ringgit remained under threat, and
their prediction that total credit to public and private enterprises would reach 170% of GDP.
[S&P says it is unlikely to upgrade Malaysia’s debt. Financial Times: London. pg. 24.]

August 21, 1997
“Approvals for investment in manufacturing in the first half reached only 5.4 billion ringgit, of which
43% was from foreign firms.  This pace is down sharply from the 1996 full year level of 17.1 billion
ringgit.”  Other fears include the rising cost of labor in Malaysia and a looming property glut.
[Malaysia’s economy needs a dose of discipline.  Far Eastern Economic Review. pg. 80.]

August 26, 1997
Mahathir Mohamad has not given up on his large infrastructure projects that have been the hallmark of
his leadership.  These include the M$13.6 bn Bakun dam, the Multimedia Super Corridor (at least
M$35 bn), a new administrative capital for the state of Sarawak, and the longest bridge in the world
linking Malaysia to Sumatra.
[Mahathir’s whitewater ride. Financial Times: London. pg. 11.]

August 27, 1997
Maybank, Malaysia’s largest commercial bank, increased bad debt provisions to 71% of outstanding
loans in the year to June 30. S&P downgraded Maybank’s outlook to “negative” from “stable”.
[Cautious Maybank lifts provisions for bad debt. Financial Times: London. pg. 19.]

August 27, 1997
The ringgit fell to M$2.7850 and the stock exchange fell to its lowest level since 1993.  The Kuala
Lumpur Stock Exchange’s (KLSE) benchmark index fell 3.16 % closing at 856 points.
[Fresh turmoil hits rupiah, ringgit. Financial Times: London. pg. 3.]

August 28, 1997
“Malaysia is today due to abolish a levy on foreigners’ purchases of property in an attempt to support
real estate prices before an expected glut materialises next year.”  The levy was originally intended to
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reduce foreign speculation in the real estate sector.  The property index of the KLSE did not react to
the news.  Rents in the capital have already started to fall.
[Malaysia ends levy to help property market. Financial Times: London. pg. 6.]

August 29, 1997
“The ringgit hit a new all-time low after the KLSE effectively banned the short-selling of shares.  The
main KL Composite Index fell 4.22% to a four year low.”  The ringgit was at M$2.8920 to the dollar—
it has lost 15% since July 1.
[Ringgit leads renewed Asian turmoil. Financial Times: London. pg. 25.]

August 30, 1997
Economic growth figures released by Bank Negra yesterday were met with skepticism.   “The bank said
that growth was an annualised 8.4 % in the second quarter of this year.  It also revised upward the
growth rate in the first quarter to 8.5 %, from an earlier reported 8.2%. … Authorities have asked some
local banks to desist from calling in their margin loans to stock market investors, even when collateral
limits have been exceeded. ...Stocks are also regularly used as collateral for new loans, with investors
borrowing up to 60% of the value of the shares they hold. … The most vulnerable companies are
believed to be those listed on the second board of the KLSE, which has declined 45% from its peak this
year in March.  The average gearing of second board companies is 195%--massively overborrowed by
universal standards, official figures show.”
[Malaysia’s credibility takes a battering.  Financial Times:London. pg. 3.]
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early Sept. 1997
“Construction delayed on Putrajaya (a new city to anchor the Multimedia Super Corridor (MSC).)”
[Economist Intelligence Unit]

September 4, 1997
“Malaysia’s PM Mahathir Mohamad is setting up a M$60bn fund to support the plunging national
stock market and put up defenses against “racist” foreign speculators who planned to impoverish the
country.  The key element of the new plan—announced yesterday after the KLSE’s main index closed
down 5.65% to a four year low of 750.76—is that shares sold by Malaysians will be bought by the fund
at a premium, while those sold by foreigners will fetch only market prices.”  State agencies have
already been buying stocks to stem the market’s decline.  The PM said yesterday, “I say openly, these
people are racists.  They are not happy to see us prosper.  They say we grow too fast, they plan to make
us poor.”
[Malaysian PM sets up GBP 12bn fund to support market. Financial Times:London. pg. 1.]
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September 5, 1997
Dr. Mahathir reversed the ban on the short selling of shares and put on hold several large projects,
including the Bakun Dam project. He left in place the plan to build a fund to shore up key stocks.
[Fragility of Mahathir’s vision is exposed. Financial Times: London. pg. 3.]

September 5, 1997
The composite index was down 2.6% to 731.12.  “Anwar Ibrahim, deputy prime minister, has said that
Malaysia might use the draconian Internal Security Act to punish locals who aided foreigners in selling
down Malaysian shares.”
[Kuala Lumpur’s 10-day fall reaches 21%. Financial Times: London. pg. 35.]

September 6, 1997
The KLSE’s main index rose to 821.59, a gain of 12%, its biggest single day gain since January 1994.
The ringgit also strengthened against the dollar to M$2.94.  The gain was attributed to the policy
reversals announced by Dr. Mahathir.  One reversal against banning short sales on the KLSE was
reinstated, however.
[Mahathir U-turn flues surge in KL market.  Financial Times: London. pg. 3.]

September 8, 1997
The government is likely to spend much less than its announced M$60bn to prop up the KLSE.  “Dr.
Mahathir acknowledged that a stock-market recovery would reduce the urgency of raising rescue funds
and called the plan a ‘standby’ measure.”
[Malaysia spending to boost stocks is likely to be limited.  Wall Street Journal. pg. A15. ]

September 8, 1997
“Mahathir Mohamad, Malaysia’s PM, toned down weeks of anti-foreign rhetoric at the weekend after a
meeting with foreign fund managers.  He described them as ‘serious investors’ rather than manipulators
of the local stock market.”
[Mahathir tries to reassure foreigners. Financial Times: London. pg. 4.]

September 22, 1997
At the annual meetings of the World Bank and International Monetary Fund, Mahathir Mohamad,
lashed out against George Soros (international investor/speculator) and blamed him for Malaysia’s
troubles. He said, “I am saying that currency trading is unnecessary, unproductive and immoral.  It
should be stopped.  It should be made illegal. Quite a few people who are in the media and in control of
the big money seem to want to see these Southeast Asian countries and , in particular Malaysia, stop
trying to catch up with their superiors and to know their place.”  Mr. Soros replied that Dr. Mahathir’s
comments were “so inappropriate that it doesn’t deserve serious consideration” and that the PM is “a
menace to his own country.  Interfering with the convertibility of capital at a moment like this is a
recipe for disaster.” [Soros and Malaysia’s Mahathir cross swords. The Wall Street Journal. pg. A16.]

September 22, 1997
“Anwar Ibrahim, deputy prime minister and finance minister, is winning credit as the calm  voice of
economic reason, particularly among the foreign traders and investors who may matter most to
Malaysia’s economic stability. .. Last week, while Dr. Mahathir was traveling abroad, Mr. Anwar
appeared to consolidate his grip on economic management.  He confirmed the postponement of several
huge infrastructure projects, vowed to reduce Malaysia’s current account deficit and said Malaysia
would cut public spending by 2%.”
[Malaysia’s finance chief gains in stature: Anwar emerges from economic crisis as voice of reason.
The Wall Street Journal. pg. A18.]

September 25, 1997
Depositors initiated a run on Malaysia’s largest finance company, MBF Finance, yesterday.  Bank
Negra urged depositors to remain calm and pledged the funds to protect depositors if necessary.  They
stated, “Bank Negra Malaysia would like to reassure depositors that there is no cause for alarm.  The
public should remain calm and not resort to premature withdrawals which could cause them to lose
interest accrued.”   The run was attributed to rumors that MBF Finance’s chairman was ill or had died.
[Depositors flee Malaysian finance group.  Financial Times: London. pg. 3.]
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September 25, 1997
In an interview with Michel Camdessus, Managing Director of the IMF, he gave his outlook on the
East Asian countries.  In regards to Malaysia he stated, “They know pretty well that we will certainly
tell them that it is prudent in the present context to slow down spectacular investments, strengthen the
monetary stance to prepare themselves better against speculation.  But I believe that they should take
this approach and not rely too much on administrative controls which wouldn’t be helpful in
establishing confidence and in promoting the long-term development of Kuala Lumpur as a financial
centre.” [Interview—Michel Camdessus: The art of control. Far Eastern Economic Review. pg. 64.]
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October 2, 1997
“The ringgit’s collapse to all-time lows, and PM Mahathir Mohamad’s renewed call either to regulate
or ban foreign exchange dealings sent KLSE down 2.3 %.  At the close, the composite index was 18.7
lower at 795.83.”
[Collapse of ringgit hits Kuala Lumpur.  Financial Times: London. pg. 51.]

October 7, 1997
“Mahathir Mohamad, Malaysia’s Prime Minister, dismissed speculation that he may resign, and
criticised foreigners for allegedly trying to oust him by sowing discord between him and his deputy,
Anwar Ibrahim.”
[Malaysian PM denies rumours.  Financial Times: USA edition. pg. 1.]

October 18, 1997
Malaysia yesterday announced a new budget that is designed to cool the economy.  In the 1998 budget,
they projected 7% growth, a 1.9% increase in government spending, and a cut in corporate taxes from
30% to 28%.   Financial markets did not react strongly to the news, the KLSE’s main index was down
.9% by 7.22 to close at 794.80.  The ministry of finance also announced in its annual economic report
that they expected M$13.9 bn in short-term  capital to leave the country in 1997.
[Malaysia moves to cool economy.  Financial Times: London. pg. 3.]

October 30, 1997
Critics of the new budget argue that it is mildly expansionary.  Also independent estimates project GDP
growth to be between 5 and 6%.  Critics argue that they worry the government will increase spending to
reach their growth targets.  The government expects a surplus of 3% of GDP.
[Is Malaysia’s budget what the doctor ordered? Far Eastern Economic Review. pg. 61.]
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November 6, 1997
ASEAN has set up a central bank forum to “formalise co-operation between member central banks and
financial institutions such as the IMF.”
[Central bank forum set up. Financial Times: London. pg. 3.]

November 20, 1997
Of all of the East Asian countries involved in the economic crisis, Malaysia’s Mahathir has the least to
fear politically.  Mahathir is the head of United Malays National Organization (UMNO) the dominant
party in the United Front government.  UMNO’s platform is based on a plan to bring Malaysia to
developed country status by 2020 by raising the income of the bumiputra class.  The first signs of
whether the crisis will affect Mahathir will be in April when the UMNO holds its first party polls to
elect the delegates who will vote in the 1999 election.
[Southeast Asia: the next  battle. Far Eastern Economic Review. pg. 18]

November 27, 1997
A recent increase in tension between the United States and Malaysia is helping Mahathir politically.
The US has responded to Mahathir’s previous remarks by suggesting that Malaysia’s national oil
company, Petronas, could face sanctions if it invests in Iran.  Additionally, a US congressman drafted a
bill asking Mahathir to resign over his alleged anti-Semitic remarks.   A sign that these recent remarks
may have helped Mahathir is Anwar’s announcement that he is initiating an unprecedented
parliamentary vote of confidence for Mahathir.  The vote is expected to be passed unanimously.  The
US Ambassador to Malaysia, Ambassador Malott, reminded Malaysia of the special role played by the
United States in Malaysia.  He stated, “Let us remember the facts. The U.S. buys more Malaysian
products than any other county… We’ve invested more here in manufacturing, energy and services than
anyone else… We’ve transferred more technology and educated more Malaysian children than any

other nation.”  Ambassador Malott also reminded Malaysians that if their Multimedia Super-Corridor
has any chance of success it will require the co-operation of the United States.
[Two-edged sword: anti-American mood angers U.S. but helps Mahathir.  Far Eastern Economic
Review.
pg. 22.]

November 27, 1997
Clifford Herbert, the secretary-general of Malaysia’s Ministry of Finance will resign at the end of the
year.
[Intelligence. Far Eastern Economic Review. pg. 14.]

December 4, 1997
PM Mahathir has announced the formation of a National Economic Action Council that will review all
economic maters.  He compared this Council to the National Operations Council, which suspended the
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Malaysian constitution in 1969 following the country's race riots.  This action along with a ban on
senior government officials from taking vacation, and postponement of major projects, are all seen as
methods to prevent the IMF from intervening.  Analysts believe that the IMF would force a rethinking
of the country’s long-time development plan: the New Economic Policy.  This program is designed to
raise the living standards of the bumiputra class (60% of the population) with subsidies and special
access to government projects and education.
[Anything but that: Malaysia’s worst fear: a visit from the IMF. Far Eastern Economic Review. pg.
82.]

December 5, 1997
“Malaysia’s currency plunged to a new low against the U.S. dollar here after PM Mohamad reportedly
confirmed that the country will proceed with a 10 billion ringgit road, rail and pipeline project [the land
bridge project between Malaysia and Thailand]… The currency fell about 1.7% yesterday to a record
low of 3.73 ringgit to the dollar.”
[Malaysia’s currency drops to new low after costly freight plan is revived. The Wall Street Journal.
pg. A15.]

December 11, 1997
“On November 30, the KLSE clamped down on five brokerages believed to be facing cash-flow
problems.  At least another seven are suspect, say bankers and analysts.  Most carry huge loans to
favored clients who pledged paid-up shares as collateral.”
[Boom and bust: Asia’s finance firms are headed for a shake-out.  Far Eastern Economic Review. pg.
64.]

December 18, 1997
On December 5, Anwar announced a reversal of economic policy.  He revised downward growth
estimates for 1998, cut government spending, and postponed all megaprojects including the land
bridge.  It was unusual for Anwar and not Mahathir to make this kind of policy change.  Some analysts
suspect that Anwar wanted to pre-empt measures that might be taken by the newly formed National
Economic Action Council.  Analysts worry that well connected businessmen will be appointed to the
council and that they may take steps to protect their interests.  “It’s clear that the crisis of confidence
was reaching dangerous proportions.  … According to several bankers, huge amounts of money were
withdrawn from at least five local banks and placed with foreign banks incorporated in Malaysia.
[Malaysia: Hit the brakes: Deputy Premier Anwar decisively halts the high-growth policies that have
left Malaysia’s financial system overextended; He’s now firmly in charge of the economy. Far Eastern
Economic Review. pg. 15.]

 January 3, 1998
In an attempt to restore confidence in the banking system, Malaysia’s central bank proposed merging
finance companies and commercial banks to create healthier institutions.  While no explicit plans were
announced,  Bank Negara said that 70% of business was concentrated in 5 or 6 finance companies and
that by the end of the first quarter it would be 90%.  The central bank stated, “With merger plans well
on track, depositors should be assured their deposits would be in bigger, hence stronger, finance
companies, ” and that “all deposits plus accruing interest would be safe, irrespective of finance
companies involved in the mergers.”
[Malaysia sets out finance sector reforms. Financial Times: London. pg.3.]

January 12, 1998
“Malaysian authorities have taken the controversial step of reaffirming a waiver granted to UEM,
which excuses the road toll company from having to make a general offer for the shares of its parent
Renong, a politically well connected infrastructure company… The question of whether stock market
rules would be waived for UEM has been seen as a test of the Malaysian government’s commitment to
institutional regulations and transparent corporate governance… The UEM deal, for which the road toll
operator had to borrow M$2.4 bn was seen as a forced bailout of a heavily indebted parent company by
its subsidiary.”
[Malaysia waives share rules. Financial Times: London. pg.4.]
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February 4, 1998
The KLSE’s main index rose up 23% to close at 701.31.  This represented a gain of 131.80 points
since January 26.  The market had been closed for 5 trading days for Ramadan.
[Investors pour into Malaysia.  Financial Times: London. pg.4.]

February 6, 1998
In the Finance ministry’s consolidation plan, the 39 finance companies will have to merge into 6 groups
by March 31.  Each group will be centered on an anchor firm.  The government cannot force the firms
to merge, but has announced that any firm that refuses to merge will not be bailed out if they run into
trouble.  Industry officials expect that the consolidation will cost about 25,000 jobs.
[Malaysia prods banks to merge.  The Wall Street Journal. pg. A17.]

February 6, 1998
Although Moody’s Investor’s service “changed to negative the outlook on some of Malaysia's bond and
bank deposit ceilings,” financial markets were not adversely affected.  The currency weakened initially,
but soon recovered.  One possible reason, analysts say, is “that rating agencies and multilateral
organizations have become less credible.” [Malaysia's Markets Shrug Off Moody's Outlook Changes.
Dow Jones Online News.]

February 7, 1998
“Bank Negara Malaysia is reducing the statutory reserve requirements (SRR) of banking institutions, in
what economists say is an attempt to ease the liquidity constraints of the smaller institutions and more,
important, to lay the groundwork for a series of mergers.”  The reserve requirement would be cut from
13.5% to 10% of their eligible liabilities.  “Bank Negara said reducing the SRR would release about
M$14 bn to the banking institutions.”
[Reserve requirement cut.  Financial Times: London. pg. 2.]

February 9 1998
“Seemingly paradoxical interest-rate moves announced by Malaysia's central bank late last week are
aimed at stabilizing the interest rates at which exporters borrow access funds, and were brought on by a
rapidly deteriorating liquidity situation ...   Bank Negara took a two-pronged approach which it
admitted appears to be contradictory. On Friday, it announced that the statutory reserve requirement for
central banks would be cut to 10% from 13.5% effective Feb. 16...  The second part of the strategy was
to convey the message that Bank Negara was still tough on economic policy, despite its apparent
easing.  To do this, the central bank said it was increasing the rate at which it lends to commercial
banks.”
[Malaysia's Interest-Rate Moves Aimed At Boosting Exports. Dow Jones Online News.]
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February 10, 1998
“Shares on the Kuala Lumpur Stock Exchange finished mostly lower Tuesday, but selective buying in
key blue-chip stocks pushed the benchmark Composite Index higher... Dealers said gains in regional
currencies against the dollar encouraged some institutional investors to purchase blue-chips stocks in
Malaysia, although this was offset by profit-taking on shares of small and medium-sized companies.
The Composite Index, which tracks 100 blue-chip stocks, closed at 742.57 points, up 15.17 points from
Monday.”
[Malaysian Shares End Lower, But Key Stocks Push Index Higher. Dow Jones Online News.]

February 18, 1998
“Sensing a widening split in opinion on where Malaysia's economy is heading, the country's central
bank is beginning to cast off its secretive image and has launched a charm offensive to win over the
naysayers.   ... ‘The market's perception is that there is a conflict in policy between the central bank and
the Finance Ministry,’ Morgan Stanley economist Tim Condon said. ‘The central bank is trying to
tighten monetary policy but they're not able to because of the pressure to provide liquidity.’”
[ Malaysia's Central Bank Turns On The Charm To Dampen Fears. Dow Jones Online News]

February 19, 1998
“Daim [executive director of the newly created National Economic Action Council] has been given
carte blanche to scrutinize Malaysia's economy because the NEAC's job is to fix it -- before the crisis
gets worse. And according to insiders, he has been given the sweeping powers to do just that. From
what Daim has said so far, he could use those powers to sacrifice some fundamental aspects of
Malaysia's near-sacrosanct New Economic Policy.”
[Malaysia:  Calling Doctor Daim. Far Eastern Economic Review.]

February 19, 1998
“Many economists predict a year of stagflation -- low growth accompanied by unemployment and
inflation. It's still not clear, however, just how hard the Malaysian economy -- accustomed to year after
year of 8% growth -- will be hit. Growth estimates from private economists range between zero and
5%; the government forecasts 4%.  ... The only good news is on the currency front. ... The ringgit has
strongly rebounded over the last two weeks, after falling to a historic low of 4.88.”
[Malaysia: Not in the Clear Yet:  A stronger ringgit, but job losses and inflation prevail. Far Eastern
Economic Review.]

February 19, 1998
“Malaysia's tycoons are taking a hammering. ...  ‘All of them are in trouble,’ Daim Zainuddin says
bluntly. He should know. Many of them are his proteges. They worked with him when he ran the ruling
party's investment outfits, beginning in the late 1970s. How many will survive? ‘Very few,’ Daim
predicts.”
[Malaysia: Oh for a Bailout: Few tycoons will survive the economic crisis. Far Eastern Economic
Review]

February 27, 1998
“Malaysia's decision to lift the ceiling on foreign ownership in local telecommunications companies to
49% from 30% is seen as a move to actively help some cash-strapped players in the industry, analysts
said Friday.  Malaysia's Minister Of Energy, Telecommunications and Post, Leo Moggie, Thursday
said the cabinet had decided to allow the increase in foreign equity participation in the
telecommunications sector.”
[Malaysia Lifts Foreign Ownership Limits In Telecommunications Sector. Dow Jones Online News.]

March 03, 1998
“Malaysia's ministry of finance has laid to rest expectations that the government will return anytime
soon to Japan's bond market, and made clear that for the time being, it will maintain its distance from
the international debt market. Banking sources and analysts say Kuala Lumpur is wary of the high rates
that would be demanded at a time of financial crisis in Asia. So loans that come due are being repaid,
with little sign that they will be replaced by new sovereign borrowings in the near term. ...  And Kuala
Lumpur looks set to pay other outstanding issues on maturity, without issuing new paper in their place,
analysts said.”
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[Malaysia's Government Avoids New Borrowing, Repays Foreign Loans.  Dow Jones Online News]

March 03, 1998
“Malaysia's central bank Tuesday gave an indication of the extent of the country's financial crisis,
revealing that its fifth-largest commercial bank, Sime Bank Bhd., soaked up a massive 1.57 billion
ringgit ($435.5 million) loss in the second half of 1997.  Meanwhile, Finance Minister Anwar Ibrahim
said financial-services giant Rashid Hussain Bhd. has asked for the green light to start discussions with
Sime Bank on a possible merger.”
[Malaysia's 5th-Largest Bank Suffered $435 Million Loss. Dow Jones Online News]

March 03, 1998
“Malaysian stocks gained 49% in February, the best performance of the 34 countries covered by the
Dow Jones Global Indexes.”
[Malaysian Stock Market Led Dow Jones Global Indexes In February. Dow Jones Online News]

March 04, 1998
Shares on the Kuala Lumpur Stock Exchange finished sharply lower on concerns over the health of
local financial institutions, analysts said.  The Composite index, which tracks share prices of 100 key
stocks, shed 27.09 points, or 3.7%, to close at 705.94.
[Malaysia Shares Tumble On Banking Concerns; Composite Index Falls 4%. Dow Jones Online News]

March 12, 1998
“Sime Darby, Malaysia's biggest multinational, is poised to score a set of dubious firsts. One, its
subsidiary Sime Bank registered the biggest loss in Malaysian banking history -- 1.6 billion ringgit
($431 million)  -- for the half year to December, according to figures released by the central bank. Two,
that sea of red ink will result in Malaysia's first major bank rescue during the current financial crisis.
Three, analysts believe the massive hole created by the bank is likely to see parent Sime Darby record a
loss -- its first ever -- for the year to June 1998.”
[Kuala Lumpur:  First Blood.  Far Eastern Economic Review, p. 56]

March 12, 1998
“Asia's financial crisis has hammered confidence in local banks. Thousands of retail depositors have
rushed into the warm embrace of foreign banks such as Citibank, Hongkong Bank, Britain's Standard
Chartered and the Netherlands' ABN-Amro. The effect is a regionwide run on local banks taking place
in slow motion.”
[Banking: Flight to Quality.   Far Eastern Economic Review p.  42]

March 13, 1998
“Malaysia's Securities Commission has presented representative offices of foreign brokerage firms in
Malaysia a proposal to liberalize the local financial market and, to some extent, legalize various
activities in which they are already engaged, say industry sources who have seen the proposal.”
[Malaysia May Lift Curbs On Foreign Brokerage Houses, Sources Say. Dow Jones Online News]

March 19, 1998
“Malaysian shares prices closed sharply higher Thursday, with the main index gaining 3.5%, as a flurry
of speculative buying in finance stocks drove the market higher, dealers said... ‘People are beginning to
think merger plans are going to be laid sooner rather than later, and this is encouraging some buying in
the finance sector," a local trader said. Bank Negara, Malaysia's central bank, has set a March 31
deadline for the country's 39 finance companies to make provisional agreements for their eventual
consolidation into five main groups.  The buying was sparked by comments from Finance Minister
Anwar Ibrahim earlier in the week, who said the merger program was progressing at a good pace.”
[Malaysian Shares Surge On Speculative Finance Stocks; Index Up 3.5%. Dow Jones Online News]

March 19, 1998
“Malaysia's Prime Minister Mohamad Mahathir says he is concerned that policies ordered by the
International Monetary Fund may accelerate bankruptcies, but said his country is trying to keep in step
with the general guidelines the IMF has laid down for troubled East Asian economies.”
[Malaysian Prime Minister Says IMF Policies Accelerate Bankruptcies. Dow Jones Online News.]
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March 20, 1998
 “International rating agency Fitch IBCA Friday cut the ratings on four leading Malaysian banks, citing
a deterioration in their operating environment since the beginning of the year.   ‘Three of the four banks
being downgraded are among Malaysia's strongest and, to a large extent, the agency's downgrades
reflect the deteriorating economic environment," Fitch IBCA said. "Malaysia's economic growth is now
expected to fall more sharply than earlier predictions and patterns are emerging in the property sector
that bear a strong resemblance to the period before the mid-1980s recession.’”
[Fitch Cuts Ratings On Four Leading Malaysian Banks. Dow Jones Online News.]

March 23, 1998
“Malaysian Prime Minister Mohamad Mahathir said he sees slower economic growth and continued
currency vulnerability for his country, according to an interview with the German daily Handelsblatt
newspaper published Monday. ‘We can no longer have (economic) growth of 8%; we have much to
rebuild,’ Mahathir said in the interview. ‘Our currency can be attacked again at any time,’ he added.
Mahathir also said the country's finance and banking systems must be restructured to permit
international competition and foreign stakes in Malaysian banks.”
[Malaysian Prime Minister Mahathir Says Currency Threat Not Over. Dow Jones Online News]

March 23, 1998
“Nonperforming loans held by banks located in Labuan, Malaysia's offshore tax haven, were a
surprisingly low 1.1% of loans outstanding at the end of 1997, but the percentage is likely to rise by
midyear, the Labuan Offshore Financial Services Authority said in its annual report released Monday.
Projections of the increase weren't provided.”
[Malaysian Tax Haven Sees Growth In Bad Bank Loans In '98. Dow Jones Online News.]

March 23, 1998
“Malaysian Finance Minister Anwar Ibrahim is expected to offer a relatively realistic assessment of
where Malaysia stands and what needs to be done to counter the effects of the currency and economic
turmoil when he speaks in parliament Tuesday.  Most observers expect Anwar, who is also deputy
prime minister, to cut the official growth forecast for 1998 to around 3%, down from earlier calls for
4% to 5% growth made in December and 7% before that.  Most private economists predict Malaysia's
economy will grow at most 2.5% this year.”
[Malaysia's Anwar Seen Offering Realistic Measures To Boost Economy. Dow Jones Online News]

March 24, 1998
“Malaysia edged closer to embracing a more rugged monetary policy Tuesday, but failed to win over
the markets, which had hoped for sweeping liberalization of foreign shareholding limits in the banking
and telecommunications industries.  Malaysian Finance Minister Anwar Ibrahim unveiled a package of
measures to fight the ongoing financial crisis in an address to the country's parliament. Analysts said
the package had overtones of the tough International Monetary Fund-type policies pursued in Thailand
and South Korea. The finance minister said interest rates would be allowed to rise ‘temporarily to
stabilize the exchange rate.’”
[Malaysia Anwar Sees Tighter Money, Higher Rates, Slower Growth. Dow Jones Online News.]

March 25, 1998
“Malaysia's central bank said Wednesday it will keep monetary policy tight in 1998 to contain inflation,
while still ensuring that banks can lend to productive sectors within existing limits for credit growth
and monetary expansion.”
[Malaysian Central Bank Plans Tight, But Flexible, Monetary Policy. Dow Jones Online News.]

March 25, 1998
“International Monetary Fund Managing Director Michel Camdessus said Wednesday he welcomed
Malaysia's recently announced "strong package of measures" that takes a "comprehensive approach" to
the country's economic and financial situation.”
[IMF Chief Applauds Malaysia's 'Strong Package' Of Economic Measures. Dow Jones Online News]

March 27, 1998
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“Eight immigrants and a policeman are killed in rioting as Malaysian authorities put nearly 1,500
Indonesians on boats in mass deportation; deaths stem from clash between police and hundreds of
inmates at detention camp for illegal immigrants near capital; rioting also breaks out in two other
camps when police move in to repatriate Indonesians.”
[Malaysia Riots Kill 8 Immigrants And An Officer. New York Times Abstracts, p. 4, col. 4]

March 30, 1998
“Deputy Prime Minister Anwar Ibrahim told Malaysia's Parliament Monday that it is wrong to say the
government's move to merge banks and financial institutions was to bail out ailing institutions, Japan's
Kyodo News Service reported. Anwar said the government had encouraged banking institutions to
merge since the late 1980s. ‘It is an ongoing move to boost the competitive edge and enhance the
position of the country's banking system,’ he said.”
[Malaysian Official Reportedly Says Bank Mergers Aren't Bailouts. Dow Jones Online News.]

March 31, 1998
 “The Malaysian central bank's hardball play to consolidate the country's finance sector has scored an
initial success, but economists warn that there are still major obstacles in the way of bolstering the
country's finance companies. Whittling down Malaysia's 39 nonbank lenders to just eight by Tuesday
was made easier by the number of them - 14 - being absorbed into their parent banks. That leaves six
anchor companies: Mayban Finance Bhd., Public Finance Bhd., Hong Leong Finance Bhd., Arab-
Malaysian Finance Bhd., EON Finance Bhd. and Credit Corp Malaysia Bhd., and United Merchant
Finance Bhd - assuming the bulk of work in the tricky merger talks.”
[Malaysia's Shaky Finance Companies Announce Merger Deals. Dow Jones Online News.]

April 01, 1998
“Expanding loan-loss provisions caused most Malaysian banks to report sharp declines in their 1997

profit, and analysts are warning that a possible slump in local property market this year could make the
situation worse.  ‘At this point, things are manageable, but if the collateral value of property decreases,
then loan losses will increase, forcing banks to increase provisioning,’ a banking analyst with a local
research house said.”
[Malaysian Banks' Loan-Loss Provisions May Rise If Property Slumps. Dow Jones Online News.]

April 02, 1998
“Bankers believe regulators have been scrutinizing the Labuan financial park more closely since the
March revelation of Sime Bank's huge losses and of its Labuan unit's reported loans of $300 million-
400 million to companies and individuals in Thailand and Indonesia.”
[Banking: Clouded Vision:  Could Labuan be the weak spot of Malaysian finance? Far Eastern
Economic Review, p. 51]
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April 03, 1998
“Shares on the Kuala Lumpur Stock Exchange finished sharply lower Friday despite a 2.51 billion
ringgit ($1=MYR3.7770) trade surplus posted in February as announced by Malaysia's statistic
department Friday. Analysts said investors' sentiment remain weak as they continue to worry about
corporate defaults and the bleak economic outlook for the region despite the strong trade figures.”
[Malaysian Shares End Sharply Lower Despite February Trade Surplus.  Dow Jones Online News.]

April 06, 1998
“Deputy Managing Director of the International Monetary Fund Stanley Fischer Monday said
Malaysia's latest 1998 economic growth forecast is in line with IMF estimates. ... Meanwhile, Fischer
commended Malaysia's latest efforts to consolidate its financial sector. ‘They are a good set of
measures,’ he said in reference to the country's merger program, in which the number of finance
companies will be reduced to eight from 39.”
[IMF Says Malaysia's 1998 Growth Forecast In Line With Estimates.  Dow Jones Online News.]

April 09, 1998
“As Jakarta neared a new accord with the IMF, violence in Malaysian camps holding illegal Indonesian
migrants provided a stark reminder that economic contagion can take many forms. A bloody riot broke
out as Malaysia stepped up deportation of detainees, beginning with immigrants from Aceh province
who say they are political refugees.”
[This Week: Nervous Neighbours. Far Eastern Economic Review, p.16.]

April 27, 1998
“The IMF said its executive board sees a need for "more forceful" interest-rate actions by Malaysia to
buttress the ringgit and dampen potentially inflationary credit growth, and agrees that banking-sector
recapitalization is a key ingredient of the government's economic program.”
[IMF Doesn't Expect Dramatic Reduction In South Korean Interest Rates.  Dow Jones Online News.]

April 27, 1998
“Shares on the Kuala Lumpur Stock Exchange fell sharply Monday...  The Composite Index slid 14.32
points, or 2.3%, to close at 620.79. ... Traders and analysts say investors were selling down the market
on the perception that Rashid Hussain's purchase of Sime Bank is a bailout not only of one of Sime
Bank's major shareholders - KUB Malaysia Bhd.-  but also of Rashid Hussain as the purchaser. They
explain that the complicated financing structure of the deal has made investors jittery.”
[Malaysian Shares End Sharply Lower; Composite Index Falls 2.3%. Dow Jones Online News.]

May 01, 1998
“Japanese Foreign Minister Keizo Obuchi is visiting Thailand, Malaysia and Singapore to explain
Japan's policy on the crisis and to ask leaders what steps they want the Group of Seven top industrial
powers, plus Russia, to adopt at the May 15-17 summit in Birmingham, England.”
[Asian Development Bank To Set Up Economic Surveillance Group, Dow Jones Online News.]

May 04, 1998
“Malaysia will accept official development assistance loans from Japan for the first time in four years, a
Japanese embassay official said Monday.  Motokatsu Watanabe, director of the Japan Information
Service at Tokyo's embassy here, told Dow Jones that the amount of the loans should be determined
within three or four months. As official development assistance, the interest rate will be set at a nominal
0.75% per year, he added.  Some other features of the loans are also known. After a 10-year grace
period, Malaysia will have 40 years to repay the loan, Motokatsu said.  The loans are to enable
Malaysian students currently in Japan to continue their studies there.”
[Malaysia To Accept Japanese Development-Assistance Loans. Dow Jones Online News.]

May 06, 1998
“Share prices on the Kuala Lumpur Stock Exchange finished the session broadly lower Wednesday on
the back of a sliding ringgit and a fall in foreign reserves, traders said. At the close, the key Composite
Index, which tracks 100 blue-chip stocks, was down 3.9%, or 23.78 points, at 584.62.  [Traders] They
noted that Tuesday's remark by Malaysian Prime Minister Mahathir Mohamad that lower interest rates
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are desired, has prompted some market participations to take short positions in the local currency,
which in turn sent the local bourse reeling.”
[Malaysian Share End Lower; Index Tumbles 3.9%. Dow Jones Online News.]

May 08, 1998
“Malaysia's Securities Commission on Friday suspended the licenses of two stock brokerages, MBf
Northern Securities Sdn. Bhd. and Labuan Securities Sdn. Bhd., effective Tuesday.  ... The commission
said it had to suspend the licenses of the two brokerages to ensure that ‘investor assets are not further
undermined and that any potential systemic risk is contained.’ Trading by the two brokerage houses has
been restricted since Dec. 1.  ...  In addition, 11 other brokerages are under trading restrictions for
failing to meet liquidity requirements.”
[Malaysian Regulators Tighten Clamps On Two Brokerage Houses, Dow Jones Online News.]

May 11, 1998
“Malaysia has loaned Indonesia $250 million while Jakarta awaits the next installment of its
International Monetary Fund bailout, Prime Minister Mahathir Mohamad was quoted as saying by the
national news agency on Monday.  Indonesia plans to repay the loan once the IMF releases the balance
of its rescue package, Mahathir said in Cairo, where he is attending a summit of developing countries.
Indonesian President Suharto is also attending, the Associated Press reported Monday.”
[Malaysia Lends Indonesia $250 Million, Pending Arrival Of IMF Cash. Dow Jones Online News.]

May 12, 1998
“Malaysia is calling for an overhaul of the global financial system, including a review of how
governments, journalists, businesses and the International Monetary Fund operate within the system.
The recommendations figure in a special document that Malaysia prepared for a meeting of 16
developing countries, which call themselves the G-15, to discuss the Asian financial crisis. ...  The
document's main recommendations are for governments and businesses to maintain financial discipline
and for the media to be more accurate in analyzing market moving data.  The document is being studied
by the G-15's heads of governments and states during their three-day summit that began Monday.”
[Malaysia Calls For Reform Of World Financial System,  Dow Jones Online News.]

May 21, 1998
“After several months of relative silence, Mahathir has stormed back and seems to have once again
seized control of the economy. Just before Anwar left for a trip in April to reassure jittery fund
managers in New York and Washington, the outspoken prime minister resumed his attacks on the
global financial community. ...  Mahathir defended a controversial plan to restructure Malaysia Airlines
that essentially would help controlling shareholder Tajudin Ramli settle his personal debts. ...  the
rescue of other politically connected companies could be in the works.”
[Malaysia: Mixed Signals:  Dynamic duo relays conflicting economic messages. Far Eastern
Economic Review, p. 24.]

May 21, 1998
“Malaysian share prices finished sharply higher Thursday, buoyed by both reaction to the resignation of
Indonesia's President Suharto and news that Malaysia will introduce an Asset Management Company to
relieve the bad-debt burden in the banking sector, dealers said.  The Kuala Lumpur Stock Exchange
Composite Index jumped 24.43 points or 4.3% to 593.62, from 569.19 Wednesday. Trading volumes
were heavy.”
[Malaysian Shares Surge On Suharto Resignation; Index Climbs 4%.  Dow Jones Online News.]

May 27, 1998
“Standard & Poor's said Wednesday it doesn't ‘expect anymore downgrades in the short-term’ for
Southeast Asian banks. Ken McLay, S&P's director of financial institution rating services, said that
nonperforming loans for these banks will rise, but they will peak by mid-1999. Currently, Singapore,
Malaysian and Philippine banks are fundamentally stronger than those in Indonesia and Thailand, he
said.”
[S&P Doesn't Expect To Downgrade Southeast Asian Banks In Near Future, Dow Jones Online News.]
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May 29, 1998
“Malaysian Airline System Bhd., the country's national carrier, said Friday that foreign-exchange losses
resulted in a net loss of 259.9 million ringgit ($67.2 million) in the year ended March 31.  ...  The key
factor was a loss of 3.49 billion ringgit caused by the Malaysian currency losing a third of its value
against the dollar as a result of Asia's financial crisis. The regional malaise also played another part,
with declining air traffic and rising costs both contributing to the carrier's loss.”
[Malaysian Airlines Driven Into Red By Foreign-Exchange Losses.  Dow Jones Online News.]

June 04, 1998
“Malaysian Finance Minsiter Anwar Ibrahim Thursday announced the formation of a new agency to
buy up banks' bad loans. The government will provide an initial 50 million ringgitt ($12.7 million) to
get the bad loan bank - known as the asset management company - running. Ultimately, Anwar said, the
bad loan bank will need an estimated 25 billion ringgit to buy up the loans. It will be financed by a mix
of bond issues and funds from the private sector.”
[Malaysia Forms New Agency To Purchase Banks' Bad Loans. Dow Jones Online News.]

June 12, 1998
 “Malaysia's Asset Management Co. said Friday that UBS Finanzholding AG of Switzerland and J.P.
Morgan & Co. have been appointed joint lead managers for an upcoming $2 billion bond issue. The
bonds will be fully guaranteed by the government of Malaysia. Plans for the creation of the Asset
Management Co., known locally as Danaharta, were announced three weeks ago. The agency is
designed to buy up the nonperforming loans of commercial banks at written-down values and will then
sell them off once the debts are recovered.”
[Malaysia's Asset Management Picks Managers For $2 Billion Bond Issue, Dow Jones Online News.]

June 12, 1998
“International rating agency Standard & Poor's Friday affirmed RHB Bank Berhad's debt ratings
following the disclosure of details regarding its acquisition of Sime Bank Berhad.  S&P said it had
been concerned about RHB Bank's funding for the acquisition, as well as the possible contamination of
RHB Bank's loan book, given that Sime Bank's nonperforming-loan-to-total-loan ratio was 18%, at the
end of February. ‘Following the disclosure of the acquisition details, S&P is satisfied that the above
two concerns have been addressed and that there are no significant detriments to RHB Bank's profile,’
it said.”
[S&P Affirms Ratings On Malaysia's RHB Bank As Merger Fears Allayed. Dow Jones Online News.]

June 12, 1998
“The head of the company formed to lead the development of Malaysia's own Silicon Valley [Othman
Yeop Abdullah], the Multimedia Super Corridor, says the project will begin the transformation of the
country's current ‘input-driven’ economy.”
[Malaysia's High-Tech Corridor Will Transform Economy, Developer Says, Dow Jones Online News.]

mid June, 1998
“Malaysia decided to stimulate its economy with some 7 billion ringgit ($1.7 billion) worth of public
works and other spending.”
[Malaysia Reportedly Asks Japan For Loan To Support Its Stimulus Plan. Dow Jones Online News,
July 7, 1998.]

June 16, 1998
“Malaysia's Prime Minister Mahathir Mohamad railed at the country's commercial banks Tuesday,
accusing them of needlessly seeking to tighten credit conditions when extending new loans. ‘The banks
have now decided to tighten the screws that people can't do business," Mahathir said. "I don't know
what the banks want to do,  imposing this petition. The government didn't ask them to do it.
Apparently they are more interested in themselves than supporting business. If they don't believe in the
economy of this country, they might as well close their banks.’ ...  Mahathir has been frequently at odds
with Malaysia's banking sector in recent weeks.”
[Malaysian Prime Minister Says Reluctant Lenders Are Stifling Economy. Dow Jones Online News.]

June 17, 1998
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 “The Australia & New Zealand Banking Group Ltd. sees opportunities to expand in Asia within the
next year despite the economic uncertainty in the region, Chief Executive John McFarlane,  said
Wednesday. ‘Asia, rather than posing a threat, is now an area of opportunity for ANZ, and we are
positioning ourselves for the future,’ McFarlane said in a speech at the "Australian Summit" economic
conference.”
[Australia & New Zealand Banking Sees Opportunities To Expand In Asia. Dow Jones Online News.]

June 19, 1998
“Australia has presented a proposal to help the troubled economies of the Asia-Pacific Economic
Cooperation group, Chile's senior official at the APEC preparatory talks said Friday. Australia's
proposal entails "capacity building and economic governance" in dealing with the impact of the
region's currency turmoil on trade, Kaime Lagos said, without elaborating on the details of the
proposal.”
[Australia Proposes Strategy To Help Troubled APEC Economies, Dow Jones Online News.]

June 23, 1998
“Trade ministers from the Asia-Pacific Economic Cooperation forum failed to reach a final agreement
Tuesday on a trade liberalization pact and said officials will continued to work on a deal before a
summit in November. ...  Malaysia's minister for international trade and industry, Rafidah Aziz, who
chaired the meeting, said that trade liberalization within the group will take time to develop much like
the way the Uruguay Round of talks were finally sealed.”
[APEC Meeting Ends Without Trade Pact; Japan's Participation Uncertain, Dow Jones Online News.]

June 24, 1998
“Prime Minister Mahathir Mohamad's [named] confidant Daim Zainuddin to a cabinet post with
responsibility to jump-start Malaysia's struggling economy.”
[Spotlight:  Nickel and Daim. Far Eastern Economic Review, July 9, 1998, p. 79.]

June 29, 1998
“U.S. Treasury Secretary Robert Rubin put Malaysia's economic strains under the microscope and
found some reasons to be increasingly concerned about a protracted downturn.  [Rubin]  stopped short
of directly warning Malaysia publicly about some of its more contentious issues - prominently whether
monetary policy should be tighter or not.  But Rubin, who met during his whirlwind visit with
controversial Malaysian Prime Minister Mahathir Mohamad, suggested the nation pursue ‘sound’ fiscal
and monetary policies, and take steps to open its economy to make it more efficient and productive.”
[Rubin Put Malaysia's Economic Strains Under U.S. Microscope. Dow Jones Online News.]

June 29, 1998
“Anwar, who had long argued that high interest rates were required to curb inflation and defend the
ringgit, reversed himself and declared that Malaysia's rates were ‘prohibitively high.’... the ringgit fell
3.5% against the U.S dollar to 4.19.”
[Spotlight:  Nickel and Daim. Far Eastern Economic Review, July 9, 1998, p. 79.]

June 30, 1998
“Treasury Secretary Robert Rubin is spreading the gospel of high interest rates to troubled Asian
nations that don't want to hear it.  After a one-hour meeting with Malaysia's feisty prime minister,
Mahathir Mohamad, an apostle of lower rates, Mr. Rubin defended the International Monetary Fund's
tight monetary policy.  ‘If you had looser monetary policy, you'd run the risk of substantial depreciation
of the currency,’ Mr. Rubin said at a news conference here.”
[Treasury's Rubin Defends IMF's Tight Monetary Policy For Asia. Dow Jones Online News.]

July 1, 1998
“Malaysia approved additional stimulus measures involving the establishment of a fund of about 5
billion ringgit to develop infrastructure.”
[Malaysia Reportedly Asks Japan For Loan To Support Its Stimulus Plan. Dow Jones Online News,
July 7, 1998.]

July 02, 1998
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“As Malaysia's dominant political party prepared for its annual meeting, the air was heavy with
speculation that Prime Minister Mahathir Mohamad would be challenged by his longtime deputy,
Anwar Ibrahim. ...  But by the time the June 19-21 meeting was over, the storm had receded: Mahathir's
thundering performance took the wind out of critics' sails and showed that he's still firmly at the helm.
The coming months will determine whether he won a victory -- or just a reprieve.”
[Malaysia:  Tactical Victory.  Far Eastern Economic Review, p.10.]

July 06, 1998
 “Malaysia has yet to face the fact that its banking system is near collapse, and it may soon have to go
to the International Monetary Fund for help, said Philippe Delhaise, president of credit-rating agency
Thomson BankWatch. “Malaysia is in denial. Its banks are in very bad shape,’ Delhaise told an Asian
debt conference organized by Finance Asia Monday. He told reporters Malaysia doesn't want to go to
the IMF for help ‘but one day they will have to. It's very close.’  The trigger for a call for help from the
IMF may be the sight of its foreign-exchange reserves being depleted, hitting a ‘dangerous low’.
Delhaise also said Malaysia has a high level of investment in its stock market as a percentage of gross
domestic product. Before the Asian crisis, its stock-market capitalization divided by GDP stood at
300%. Now it stands at about 50%. Malaysia's stock market is ‘a big, big casino,’ he said.”
[Credit-Rating Agency President Says Malaysia's Banks In 'Bad Shape'. Dow Jones Online News.]

July 07, 1998
“The Malaysian government has asked Japan to lend more than 100 billion yen ($713 million) in
support of a public works program designed to help Malaysia weather its economic crisis, the Nihon
Keizai Shimbun reported in its Tuesday evening edition, citing
government sources.  In response, Japanese Foreign Ministry officials flew to Kuala Lumpur early this
month for preliminary negotiations, the sources said.  Malaysia has stated it won't seek financial
assistance from the International Monetary Fund because it doesn't want to implement required IMF
austerity measures. Kuala Lumpur instead reportedly plans to ask the World Bank and the Asian
Development Bank for support.”
[Malaysia Reportedly Asks Japan For Loan To Support Its Stimulus Plan. Dow Jones Online News.]

July 08, 1998
“Tokyo and Hong Kong share prices gained, but Malaysian and Indonesian stocks closed sharply
lower, the former amid continued economic woes, the latter on profit-taking.
A senior analyst at a local bank-backed brokerage house said investors were unwilling to remain in the
local stock market because there are no signs of an early economic recovery for Malaysia. He said
many private economists believe that Malaysia, like Indonesia and Thailand, is already in recession.
Officially, Malaysia isn't in a recession yet because authorities have released economic figures for only
the first quarter of 1998.  Malaysia's economy contracted 1.8% in the first quarter. Finance Minister
Anwar Ibrahim on Tuesday said second-quarter growth data will be released soon.”
[World Markets: European Stocks Climb; Asian Shares Close Mixed. Dow Jones Online News.]

July 08, 1998
“Malaysian Prime Minister Mahathir Mohamad said Wednesday that the government will provide 600
million ringgit (about $144 million) toward financing the development of the Multimedia Super
Corridor, which the country hopes to make Asia's Silicon Valley. Mahathir said Malaysia's continuing
economic problems wouldn't have any impact on the development of the MSC, which the government
has maintained would be financed mostly by the private sector.”
[Malaysia To Invest $600 Million To Finance Its 'Silicon Valley'. Dow Jones Online News.]

July 09, 1998
“Whispers of an impending management shake-out in Malaysia's state-owned Bank Bumiputra suggest
that the hapless institution faces yet another round of financial woe.  ...  government officials familiar
with the bank's problems say that it could actually require recapitalization of up to 1.1 billion ringgit.”
[Kuala Lumpur:  Deja Vu. Far Eastern Economic Review, p. 80.]

July 09, 1998
“The currency markets are unimpressed by Prime Minister Mahathir Mohamad's move to name
confidant Daim Zainuddin to a cabinet post... Fears that Daim's appointment will check the pragmatic
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economic policies of Finance Minister Anwar Ibrahim have hammered the ringgit since Daim was
named on June 24.”
[Spotlight:  Nickel and Daim. Far Eastern Economic Review, p. 79.]


