04/ 11/ 1997
PM It's a denial of nations' rights (HL)

Fauzi ah | smai |

PRI ME M ni ster Datuk Seri Dr Mahathir Mhanmad yesterday described the
del i berate deval uati on of currencies by traders purely for profit as
serious denial of the rights of independent nations".

In calling for a fair trading system whether it be for goods and
servi ces, shares or currency, he said the present systemof currency
trading is unethical and unfair to the countries under "attack"

The rules are devised solely by the traders and for their benefit. Even
international institutions have clainmed to be powerless to act.

"For every dollar they deposit, the bankers allow a gearing of 20 tines.

"Since the funds at the disposal of these traders run into billions of
doll ars, they have nore noney to play with than the reserves of nopst
devel opi ng nations," he said at the opening of the seventh G 15 Summit in
Kual a Lunpur yest erday.

Dr Mahathir said while currency deval uati on nmay be caused by certain
weaknesses in a country's economy, "the truth is currencies weaken only if
currency traders sell themfor US dollars".

These traders, he said, "nake billions of dollars (fromtheir
activities) and pay absolutely no taxes to the countries they inpoverish
and profit froni.

By repeatedly selling the targeted currency, they depress its value to a
sufficiently low |l evel before starting to buy it back so that they could
deliver to the buyers to whomthey had earlier sold at a higher price.

The Prime Mnister said this can be done with any currency, even those
of strong economi es.

The oft-repeated | oss of confidence is nothing nore than an excuse to
| aunch such attacks and nake profits, he added.

"I'n fact, the target must be currencies of countries with a degree of
prosperity. It is significant that poor countries never incur a |oss of
confi dence.

"As a result when attacks are nounted on the currency of a prosperous
country, it actually depreciates against that of poorer countries.

"If indeed | oss of confidence or poor fundanmentals are the causes of
currency depreciation, then surely the currencies of the poor countries
shoul d be the ones that depreciate.”

Dr Mahathir said it is time that nore equitable rules are drawn up for
the gl obal marketplace. "If we don't, then the fight for independence wll
have to begin all over again as the present market rules will surely
result in a newinperialismnore noxious and debilitating than the old."

And without a clear definition as to what is neant by gl obalisation, the
Prime Mnister said, "we may find oursel ves di sadvant aged and hel pl ess, as
it is often quite inpossible to make corrections after the fact.

"Again | would |like to refer to currency trading in which we have no say
and which we now find al nbst inpossible to correct even when the systemis
clearly to our disadvantage."

Recent events serve to prove yet again that it is far better for the G
15 countries to invest on their own in productive capacities and ot her
devel oping countries than to depend on "hot" noney infl ows.

"When we tal ked of foreign direct investnent and the need to open our
countries to it, we were thinking of the setting up of job-creating and
export-orientedindustries.

"We failed to make a distinction between |Iong-terminvestnents and

a



short-termspecul ative “hot' noney."

After pushing share prices to ridiculously high |evels, foreign
i nvestors sinply dunped the shares and col | ected huge capital gains, he
said, thus leaving local investors with shares valued far bel ow t he bank

| oans raised to buy them As a result, many have becone bankrupt and the
compani es thensel ves face the sane threat.
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