26/ 10/ 1998
Budget tailored to revive battered econony

Raymond

OUR Prime M nister Datuk Seri Dr Mahathir Mohanmad has just returned hone
fromJapan and it is enlightening to hear hi msay that Ml aysia's capital
controls is fast gaining acceptance with a lot of countries. It should not
therefore come as a surprise, that countries, whose currenci es are under
attack by currency traders, may follow our way of shutting themoff.

In fact, just prior to our announcenent of capital control, the Japanese
yen was traded at about 143 yen to the US dol | ar and the Ni kkei had
tunbled to a 12-year low. The yen al nost inmediately i nproved to 141 yen
tothe US dollar with the announcenent of our capital controls.

The npst depressing news at that time anbng econom sts was that, it was
a matter of tinme before we see a 150 yen to the dollar and sone even went
as high as 160 yen. Today the yen is being traded at 116 yen to the US
dol | ar.

Whilst it may be argued that Japan has i npl enented a nunber of measures
to put its financial houses in order, it cannot be deni ed that Ml aysi a's
capital control have contributed indirectly towards the strengtheni ng of
the yen. It maybe just pure fear anong currency traders to |iquidate just
in case Japan follows Ml aysia's way.

Anmong t hose who have voi ced support for our capital control is none
ot her than Japan's own Vice-Mnister of Finance, Ei suke Sakaki bar a.

Anot her big gun, is, inconmi ng German Chancel | or Gerhard Schroeder, who
said that there should be some formof linmt on financial specul ations.

A surprise figure is George Soros, naned by Dr Mahathir as being the
cul prit for our econom ¢ woes. It seens he has now accepted Dr Mahathir's
view and intends to wite a book. Together with these well-known
personalities, are those who over a year ago had bl aned Asi an gover nnment s
for the regional crisis, they are now begi nning to condenn currency
traders.

On the technical front our rising Timng Device was arrested | ast
Wednesday, at a peak of 356.0 points. The arrest has conme much earlier
than our predictionthat it will happen early this week and wel| before it
reach the overhead resi stance at + 450.5 points. The earlier dowmturnis a
sign of weakness in the market and will manifest itself this week.

Qur dOlIndicator has continued to rise at a sl ower pace. W expect a
slowdown in trend to continue this week and a reversal intrend will nost
probably come next week.

The Budget is fresh out of the oven at the time of witing. As expected
the 1999 budget is tailored to revive the battered econony. It is
estimated to have a deficit of RML6.6 billion, which works out to be about
6 per cent of our GNP

The general opinionis, it is not up to expectations and the
di sappointrments will be reflected in our narket. The year 1999 will nost
i kely see our econony recovering and grow by 1 per cent.
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