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MALAYSI A nmust be doi ng sonet hing right. One after anot her, people are
com ng forward to make favourabl e corments about Mal aysia's economi c
policies, even if they don't say themoutright.

On Monday, Australian Prinme M nister John Howard said he woul d t ake a
Gover nnent - est abl i shed task force's recommendati ons on ref or mof
i nternational financial systemto world | eaders.

Among the salient points of the task force's recomendations is
supporting the establishment of a working group to exam ne appropriate
di scl osure standards for highly-|everaged hedge funds as called for by the
recent Asia-Pacific Econom ¢ Co-operation Leaders Sunmit in Kuala Lumpur.

It al so recomended that Australia play an active role in establishing a
wor ki ng group on i nproved crisis managenent, al so called for by the
| eaders at the Apec sunmit.

What does this mean? Sinply, it nmeans Australia supports reining inthe
free-wheel i ng hedge funds whi ch have wr eaked havoc in the international
financial markets.

What Australia is saying is perhaps not newto Ml aysi an ears. Qut spoken
Dat uk Seri Dr Mahat hir Mohanmad seened to be the | one voi ce when he | ocked
horns with the currency traders and hedge-fund managers | ast year

The Prinme Mnister had initially won tacit support and as the crisis
deepened i n Asi a, support becanme wi despread and nore out in the open

Japan - largely seen as the major financier of the United States, the
worl d' s |largest econony - is also slowy but surely com ng out in support
of shackling currency traders.

The power ful Japanese busi ness | obby, Kei danren, had previously stated
its stand agai nst unfettered currency tradi ng and hi ghl y-1 everaged hedge
funds when its del egation visited Mal aysia earlier this year.

O ficials and busi nessnmen i n both Hong Kong and Tai wan have al so cone
out individually or as a group i n support of Dr Mahathir's views. Hong
Kong had first-hand experience of being hit by share market and currency
mani pul ators and it took the unpopul ar t hough effective policy of direct
intervention to shore up its financial and equity narkets.

Anot her feather in Malaysia's cap is the fact that the Australian task
force al so supported noves to i ntroduce "nore i nnovative and fl exi bl e
financial support packages" by the Wrl d Bank and | nternati onal Mnetary
Fund. Thi s nmeans Mal aysi a's conpl ai nt of the | M- nedi ci ne being too bitter
a pill has again won support.

Per haps, the sweetest endorsenent of Ml aysian policies came fromthe
IM-itself whenit releasedits "Wrld Econonm c Qutl ook and I nternational
Capi tal Markets" report in Washi ngt on on Monday.

The Report stated that Ml aysi an financial markets appeared to have
stabilised while consuner demands were show ng si gns of i nprovenent and
m ght soon see an end to its recession.

This coming after Ml aysia has declined | M s one-nedicine-fits-al
prescription for recovery is arecognition of its exchange rate control to
stabilise its econony.

M chael Mussa, the principal author of the Report, adnitted that
Mal aysia's i nterest rates had cone down, as in Thail and and Sout h Kor ea.
He al so adnmitted that it was not clear for nowif such controls woul d
assi st or harmthe econony.

Such neasures, inplenented i n Septenber, m ght make Mal aysi a | ess



attractive for investors who are afrai d of being stuck, he said, "but it
is hardto figureif this will happen. W have to assess the situation
nmore down the road,"” he told reporters in Washi ngton.

Evi dence that a responsive econom ¢ machinery is in place can be drawn
fromthe | atest nove by Mal aysi a to consi der proposal s fromfund managers
to review the one-year rule on short-termcapital flows.

Speci al Functions M nister Tun Dai m Zai nuddin, who is the executive
director of the National Economni c Action Council, has said that Ml aysi a
woul d consider an exit tax or a systemof "nost-favoured investors”.

Al ready, British construction group, Blue Circle Industries plc, has
been all owed to swap US dollars for ringgit fromexternal accounts up to
one-quarter of its RV2.4 billion investnments in the cenent industry.

It is probably the first such "npst-favoured i nvestor" even though one
reason was that the deal was struck before the Sept 1 exchange rate
control s and the paynment period was after it. Factors inits favour
include its status as a long-terminvestor having been in the country
since 1953 and the fact that it is bringing in mega-bucks at a time when
Mal aysi a needs it badly.

Contrary to market ideas, the swap rate is the official Bank Negara peg
of RMB. 80 to the greenback and not at any di scount.

Despite all these kudos, there are still cynics and those who refuse to
| ook at the situation with an open m nd. Ml aysi ans cannot expect everyone
outside the country to believe in the Keynesi an theory of generating
donmestic demand to drive the econony out of the dol drums but we can at
| east expect foreigners to give us a fair chance. This is sadly not the
case.

What we can do is to i mediately put forward our views as much as
possi bl e and as fast as possible. Here, the NEAC as the national think-
tank with expertise drawn fromthe vari ous sectors, has a central role.

More inportant, Ml aysians nmust believe in thenselves. Confidence is the
cornerstone of any economi c policy. There is confidence now Wat needs to
be done is to sustain this confidence
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