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Cl ear enough now who the real "“nenace' are?

Har dev Kaur

PRI ME M ni ster Datuk Seri Dr Mahat hir Mhamad was descri bed as being a
"menace to his own country" for trying to protect and defend the interests
of his fell ow Mal aysi ans and people in the region

This was at a time when he was virtually the | one voice in declaring
that "(currency specul ation) is unnecessary, unproductive and i mmoral ".

Mont hs of inaction and a trail of destruction stretching from Sout h- East
Asia and Africa to Russia and Latin Anerica later, the world nust surely
now be convinced that the real "nenace" to the econom es, people and
denocratically el ected governnents are the specul ators.

These specul ators have no qual ns about inpoverishing mllions of people.
They have only one goal and that is to make nmoney, never mind if this
means their activities result in untold sufferings.

Thanks to them the Indonesian rupiah has plunged to the 12, 000-1 evel
agai nst the greenback fromabout 5,000 rupiah a year earlier, the ringgit
by sone 40 per cent, the South African rand 30 per cent between May and
August this year alone, the Mexican peso 40 per cent in the past eight
months and the latest victim the Russian ruble, 50 per cent in a couple
of days.

The Thai baht, whose flotation sparked the turbul ence, and the
Phi | i ppi ne peso fared no better, while even the Singapore and Hong Kong
dollars were not spared, with the latter continuing to see its peg comni ng
under heavy attack

In the process, the stock narkets were battered and the corporations
found thensel ves strangled by illiquidity. For some countries, matters
even took a turn for the worse rather than better when they sought and
recei ved "assistance"” fromthe International Mnetary Fund (I M), what
with the contractionary policies that are required of themin return for
t he rescue packages.

To cap the devastation, US$203 billion (US$1 = R, 4.21) in capital pulled
out fromthe region. No country, no matter how devel oped or advanced, | et
al one East Asia's devel opi ng econom es, could have wi thstood this kind of
sudden and nassive reversal in the flow of funds.

Accordi ng to Newsweek s conputations, three Asian countries - Ml aysi a,
Thai | and and the Philippines - have suffered contractions in their gross
national product (G\P), as nmeasured in US dollars, far worse than the 26
per cent decline posted by the US during the G eat Depression. The
conparabl e rate for Indonesia is 70 per cent.

The effects are beginning to be felt in many sectors of the real
econony, with the financial systemfacing severe strains, and trade is
di srupted. The figures do not even begin to tell the whole story of the
pai n, hardship and often desperation faced by the peopl e of these
countri es.

The ranks of the unenpl oyed are growi ng by the day, while those
fortunate enough to have jobs still, find their incone being eroded
directly by pay cuts and indirectly by the effects of the depreciation of
their countries' currencies against the m ghty greenback.

In Mal aysia, the per capita incone has fallen to US$1, 500 from US$5, 000
before the currency crisis; a standard and quality of Iife which had taken
decades to achieve and nere nonths to nullify.

What choi ce do denocratically el ected governnents have in the face of
the nercil ess onsl aught? Joseph Yam chief executive of the Hong Kong



Monetary Authority, conceded on Wednesday: "Like it or not, governments
have a role in protecting the | evel of incone and enpl oynment of their

people.”
Free market devotees had long cited Hong Kong as a nodel economy, one
that should be ermulated by all. Today, this same bastion of free market

is under attack by the very speculators it had chosen to defend | ast
Cct ober .

At the World Bank/ I nternational Mnetary Fund meetings then, it had
vi ewed as al nost heretical Dr Mahathir's warning that unregul ated currency
specul ati on posed a grave threat to the world econony.

Now that it has become the target of specul ative attacks which underm ne
econom ¢ fundanental s, and play havoc with the currency and stock narkets,
Hong Kong though far from having been brought to its knees has now to
conpronise on its fiercely guarded phil osophy of free narket and
enterprise. The phil osophy has just been "thrown out the wi ndow, " as Dr
Mahat hir was quoted as sayi ng.

Starting | ast Friday, the Hong Kong Monetary Authority, through two
government funds, has had to intervene in the market, which according to
Yam "is targeted at currency mani pul ation that took advantage of the
aut omati ¢ adj ust nent nechani smof our currency board... we wish to send a
cl ear nmessage to those mani pul ating our currency for this purpose that
they may stand to | ose noney instead."

According to textbook economcs, if a country has nmanufacturers who are
efficient and conpetitive, and a government which nmanages its finances
soundly, then a stable currency will prevail.

The specul at ors have shown how fallacious this is. It is no | onger just
a matter of tipping the balance; they have the power to recalibrate the
scal es.

The wi nners of this gane of "conmand and conquer” are the handful of
super-rich specul ators who are getting even richer, and the | osers the
m | 1ions of helpless people who are nerely striving to build a better life
for thensel ves and their children.

To the former, the objective is to take all, not unlike in the conmputer
game. To the victins only despair, not even acknow edgenent of the
i njustice being perpetrated.

( END)
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