Dr Mahathir
may prove

to bse&aqr] ;50’
says analyst

PRIME MINISTER Datuk Seri
Dr Mahathir Mohamad may
Prove_ to be afinancial visionary
or his imuosition of currency
controls last week, United Over-
seas Bank economist Tan Kee

Wee said. i )

“What he's doing may be right.
After two years he could be a
hero,” Tan told an audience at
the Stock Exchange of S_mgg&
pore’s (SES) Investment Fair "98
at the weekend. o

He said Dr Mahathir’'s imple-
mentation of currency controls
advocated by leading economist
Paul Krugman of thé Massachu-
setts Institute of Technology
“mav teach the world that the
IMF (International Monetary
Fund) Iswrong”.

Many economists have spoken
out against Maaysid's new re%u-
lations, saying they would stitle
foreign investment, but Tan said
Mallaysa’s back was against the

wail.

“Malaysia has no choice,” he
said. nofing that both the coun-
try’s currengkl and econoargty had
béen hard hit over the past year
like other countries enveloped in
the Asian financia crisis.

Tan said the big difference be-
tween the stricken Asian econo-
mies and Mexico,, whose econo-
my was revived with IMF help in
1994, was that Asian debt be-
longed primarily in the private
secior whereas’ Mexican debt
emanated from government bor-
rowing.

The |MF prescription calls on
countries to raise Interest rates.
However. while that had worked
nicely in Mexico,, it might have
the etfect of “killing” marketsin
Adia, Tan said,

Subsequent to last week’s an-
nouncement of the new Malay-
sian capital controls Kru?man
had written an open [etter to Dr
Mahathir published by Fortune
magazine in which the’economist
said currency controls should be
temporary measures to promote
reform and not become perma-
nent trade barriers or means to
criticise hedge funds.

Tan drew a comparison be-
tween the IMF’s reaction to Dr
Mahathir's currency control plan
and the reaction to John May-
nard Keynes unorthodox theo-
ries during the Great Depression
of the 1930s. .

“They (many leading econo-
mists) ‘aso dismissed Kevnes
ideas’as nonsense at the time,”
Tan said. ,

Keynes theories opposed a
purely free-market philosophy,
arguing that economic perfor-
mance could be improved by
overnment intervention. — Reu-
ers
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