28/ 07/ 1997
Let's rely nore on conmon sense

Datuk A Kadir Jasin

PRI ME M ni ster Datuk Seri Sr Mahat hir Mhanmad had on Saturday gone public
wi th his accusation of Hungarian-born US currency specul ator, CGeorge
Soros, as the person responsible for depressing South-East Asian
currencies.

He confirmed to the Press that the "rogue specul ators” he referred to in
his speech at the opening of the 30th Asean M nisterial Meeting in Kuala
Lunpur on Thursday were in fact only one person - Soros.

The Prime M nister described Soros as heartless and his action crimnal
He said the poor nust be protected as Soros was out to destroy their
econom es.

Dr Mahathir first hinted at Soros in his speech at a dial ogue
conmenorating the 50th Anniversary of Japan's Ckayama Conmittee for
Econom ¢ Devel opnent (COkayama Kei zei Doyukai) on July 21 in Ckayama and
accused the forex specul ator of harbouring a | arger agenda.

Wil e not identifying Soros then, Dr Mahat hir naned his "Open Society
Foundati on" and the fact that he objected to Asean's adm ssion of Myanmar
as a nenber.

On Friday, Soros admitted in New York that he wanted Ml aysia and
Thailand to block Myanmar's entry. He did not openly deny that there was a
Iink between his political stand on Myanmar and t he sudden specul ati ve
pressure on the Thai baht and |l ater Ml aysian ringgit, |Indonesian rupiah
and Phili ppi ne peso.

He nerely said he did not believe that the cause of freedomin Myannar
woul d be advanced by linking it to currency specul ation.

In not so many words, Soros, in fact, admtted that there was a
specul ati ve pressure on the Asean currenci es.

While it is practically inpossible to stop speculators from attacki ng
the ringgit and other regional currencies, the know edge of it comi ng can
be useful to national and regional authorities in taking defensive action

This is particularly so when the Asean M nisterial Meeting had called
for the intensification of cooperation to safeguard the Asean currencies
agai nst specul ative attacks.

The ni ne-nmenber grouping said it will support any cooperation at the
regional level to protect its interests.

The foreign mnisters, however, did not adopt any specific resolutions
on what needs to be done to curb specul ative activities on their
currencies but will leave it to their finance counterparts and governors
of their central banks to do so. The best protection that Asean
governments can offer to their currencies is to continue to inplenent
policies and programmes that will lead to long-termstability.

Wth Asean econom es having nmade great strides in the | ast decade, their
currenci es have al so become attractive to international foreign exchange
traders, hedgers and pure specul ators |ike Soros.

For us in Malaysia, it is best we do not despair in facing the current
situation. The econony is nore than just the ringgit.

If the authorities and the private sector listen less to the textbook
econom sts fromthe Wrld Bank and the International Mretary Fund (1 M)
and rely nore on conmon sense, the econony should be regaining its forner
footing within six nonths.

Thi s depends very much on the short and nmediumtermnonetary policies to
be adopted by Bank Negara and the Treasury as well as the ability of |oca



manuf acturers to take advantage the forex-induced conpetitiveness.

The Bank Negara and the Treasury nmay want to | ook nore cl osely at
monet ary measures affecting such areas as interest rates and the financing
of priority sectors instead of being preoccupied with defending the
ringgit's exchange rates.

There may al so be a need to find a greater bal ance between the need to
defend the ringgit and to revive the stock market. A strong stock market
is as vital to the econony as a strong ringgit.

And when we decide to defend the ringgit, it is useful not to be too
predi ctabl e, otherw se speculators will know our every nove.

Also, it my be tinely to re-examne the effect of "expensive ringgit"
on the stock market especially when the Kual a Lunpur Stock Exchange (KLSE)
had shed so much value in the |ast few nonths.

Unl ess the market is massaged upward, there is a danger that borrowers
who pl edged their shares to the banks may find it difficult to neet their
| oan obligations. This, in turn, may force banks to call back | oans or
di spose the shares at a huge di scount. W had seen this happened with
di sastrous consequences in the nid-Eighties.

So while the protection of the ringgit's international value is
i mportant, we shoul d not put other conponents of the econony on the back-
bur ner.
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