ATrerop'c e /AN &L

ACA Thpa.

INVC ..,

INDUSTRIAL FINANCING: OPTIONS FOR MALAY SIA.

CLOSED STACKS

by
Chin Kok Fay

A Research Paper submitted
in partial fulfillment of the requirements
for the degree of
Master of Economics
at the University of Malaya

Kuala Lumpur

January, 1996

Perpustakaan Universiti Malaya

A506441096
oz 2O -
Dimikrofiskan p\‘# ..... %. ....&..............-
No. Mikrofis.....coeeenenssess /% .. é .... "é ................ p—

Jumlah Mikrofis......ccererancsnnnes / ...................... vroverer



CONTENTS

Acknowledgements

Tables

1. GENERAL INTRODUCTION

2. FINANCIAL DEVELOPMENT POLICY

2.1  Financial Liberalisation vs Financial Repression

2.2  ‘Imperfect Information’ Paradigm

2.3  Financial Restraint

3. THE STOCK MARKET, ECONOMIC GROWTH AND
STRUCTURAL CHANGE: THEORIES AND EVIDENCE

4. BANK CREDIT, ECONOMIC GROWTH AND STRUCTURAL
CHANGE : THEORIES AND EVIDENCE

5. THE FINANCE-INDUSTRY RELATIONSHIPS IN JAPAN,
GERMANY AND KOREA

5.1  Introduction

5.2 State and Finance

5.3  Liberalisation or Deregulation

5.4  Bank-Firms Relationsips

6. FINANCIAL DEVELOPMENT IN MALAYSIA

6.1 Introduction

6.2  Regulation of Finance in Malaysia

6.3  Liberalisation

6.4  Industrial Financing in Malaysia: An Overview

7. CONCLUSION

Refernces

=

—

N W W

18

24

32
32
37
41
44
55
55
59
61
63
71
78



ACKNOWLEDGEMENTS

I am greatly indebted to Prof. Jomo K. S. of the University of Malaya for
suggesting this interesting topic to me as well as for his invaluable advice,
support and encouragement. I am solely responsible for any mistakes made in

the research paper.

Thanks also go to Dr. Edmund T. Gomez for his invaluable discussions
with me. I record my sincere thanks to the librarians of the circulation office in
the Main Library of the University of Malaya, whom I frequently visited for

their help to use the inter-library loan services.

Last, but not least, I thank Ms Phoon Meng Wai for her patience and

accuracy in keying in all the data in this research paper.



10
11

12

13

14

TABLES

Standard deviations of developing and developed-country share price indexex (five years
ending December 1989)

Flow of funds data: proportions of total financing accounted for by particular sources of
funds

Japan: Distribution of sources of funds raised by the private corporate sector
(percentages)
Japan: Sources of funds in the non-financial sector, 1960-84

Korea: Distribution of sources of funds raised by the corporate sector
(percentages)

Germany : Gross funding of non-financial corporations as a percentage of total gross
financing
Financial and trade links in the six largest financial keiretsu, 1989

Korea: Number of Member Companies of the 4 Largest Business Groups,
1981-91

Korea: Share of the 30 Largest Business Groups in Total Bank Loans and GDP
(percentages)
Malaysia: Direction of loans and advances of the financial system

Malaysia: Funds raised from the banking system and securities markets for the private
sector

Malaysia: Funds raised by the banking system and securities market by the private sector
(% share)

Malaysian banking system: classification of loans and advances outstanding by sectors
(% share)

Malaysian listed companies: Average cost of credit, 1983-90 (measured by the ration of
interest payments to total debt)

22

23

35
35

36

37
45

47

48
56

57

58

67

67



