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Asia-Crisis
ASI A' S FUTURE BRI GHT DESPI TE CRI SI' S

KUALA LUMPUR, Dec 28 (Bernama) -- The future of Asia renmins bright
despite the currency crisis it is going through now, says a nanagenent guru
known t hroughout the world as "M Strategy".

Dr Kenichi Chmae, one of Asia's best-known strategic thinkers, says
Asi a has excellent technology, especially in digital information, while its
production know how is second to none.

Reinforcing his firmbelief that Asia will enmerge fromthe crisis even
stronger economically, he says the region has plenty of capital and hunman
resources, despite the fact that sone of these two assets were lost in the
crisis.

In a highly thought-provoking essay he wites for the special
collectors' edition of Asiaweek magazine as a wap-up to 1997, Chmae cones
out with a surprising analysis when he asserts that contrary to what
pundits have argued, 1997 was "quite a good year" for the region

Dr Ohmee, who is also a nmenber of the International Advisory Panel of
Mal aysia's Miultinedia Super Corridor (MSC), describes the econonic slowdown

following the currency turmoil, which led to currencies of sonme currencies
pl ungi ng by as nuch as 50 per cent against the US dollar, as a "natura
process."

"Indeed future historians mght call it a blessing in disguise
-- an adnonition against euphoric expectations about econonic
gr owm h.

Japan, he argues, has suffered two energy crises since 1973 but each
time growth slowed and then, the econony bouced back stronger than ever, at
least until it hit US$30,000 per capital GNP in 1989

Ohnae explains that Asian countries have been much worse off by
currency fluctuations because they have to deal with both the Japanese yen
and the US dollars and have had to adjust sonmewhere in between.

Citing an exanple, he says in 1995, the yen hit 80 to the dollar; but
now it is about 130 which neans that the currency rates between Japan and
the US have fluctuated 50 per cent, as seen from the yen point of view

Most Asian countries sell their products abroad in dollars. Over 90
pert cent of the international settlement of the trade of I|ndonesia,

Mal aysi a, Thail and and Singapore is in dollars.

But nobst Asian countries borrow in yen. Thus, although their receipts
(from exports) are in dollars, they pay interest in yen.

This al so neans that when the yen was strong, Asian econom es suffered
-- their incoming dollars |ost value against their outgoing yen

OChnmee says the furious fluctuati ons between the yen and the doll ar have
taken place despite the stability of the world's two |argest econonies, and
this goes to show that currencies fluctuate for many reasons, sonme having
nothing to do with econonic fundanental s.

He also argues at length that while US currency specul ator and his vast

Quantum Fund may have triggered the turmoil, from the perspective of the
gl obal currency market, the process was quite a natural one
As he puts it: "If he hadn't, someone el se would have done the sane

thing. And in fact, many others may have played a part in the process --
some of whom have have reacted to domestic troubles in the affected
econom es.”

Dr Ohmee is convinced that the currency and stock market crises have a



ot to do with the decision by Asean countries at their nmeeting in Kuala
Lunpur in July to admt Myanmar as an Asean nenber as it coincides with
Soros' political agenda to prevent this from happening

Both Soros and another financier, Julian Robertson, who controls Tiger
Fund, began to play the Thai baht shortly after this, with both men arguing
that their role is to "discipline" governments according to free narket
rul es.

The obvious victimwas Thail and, whose econony, according to Chrmae, was
overheated and had run a current deficit for sonetine.

Also in Thailand, noney was being punped into the country from outside,
creating an econom c bubbl e which enabl es hedge-fund specul ators to make
money from shorting the bath.

But Dr Chnae, who recently acconpanied a group of 51 Japanese
executives to visit Myanmar, suggests that Soros and his research staff
shoul d see for thenselves the progress Myanmar has nade in terns of opening
up and loosening its mlitary dictatorship, under the present governnent.

"Soros is a currency specul ator and a hedge-fund nanager. He shoul d
manage noney, not play international politics," he says

Dr Chnae says Asian countries had over-reacted to the currency
phenonenon, especially countries which used their central banks to defend
their currencies.

The nost disastrous case was Thail and, which already saddl ed by an
over heat ed econony nade hotter by over-extended finance conpanies, |ost
roughly US$10 billion of its reserves to defend the baht.

As for Malaysia, with its far better econonm c fundanental s than
Thai | and, he believes this over-reaction will be corrected with cal m and
obj ective econonic policies.

Dr Chnmae agrees with a proposal by Ml aysian Prine M nister Datuk Seri
Dr Mahat hir Mhamad for the introduction of certain rules for currency
trading, just as the Wrld Trade Organisation sets up rules for trading in
goods and servi ces.

In his view, the npost inportant |esson which Asia should learn fromthe
crisis -- but which it apparently still does not seemto learn -- is this:
the market disciplines the governnent, not the other way around. -- BERNAMA
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