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MR YEN WARNS ASI A OF JAPANESE ECONOM C COLLAPSE

By: Azman U ang

TOKYO, COct 20 (Bernama) -- The man dubbed by the international nedia as
"M Yen" today warned the whole of Asia of a "really bad" scenario if the
econony of Japan col | apses.

Japan's Vice Finance M nister Ei suke Sakaki bara said the nost inportant
agenda for his country, the world' s second bi ggest econony but now facing
its worst post-war recession, was to get the econony back on its feet
agai n.

Sakaki bara, seen as the strongest defender of the yen in the Japanese
gover nnment and whose views on the currency would normally have
mar ket - novi ng effects, said foreign reserves and public noney would have to
be injected as quickly and as massively as possible to avert a gl oba
credit crunch that woul d have devastating consequences especially to Asian
countri es.

"Japan is in an extrenely difficult recovery path. If Japan coll apses,
it will be really bad for the whole of Asia," he told a sem nar here which
was al so attended by Mal aysian Prine Mnister Datuk Seri Dr Mhathir
Mohamad.

Sakaki bara also told Dr Mahathir seated next to himthat international
currency specul ator George Soro, whomthe Ml aysian | eader has often bl aned
for causing the financial crisis in the region, was going to publish a book
next nonth in which he now seenmed to agree with Dr Mahathir's views on the
destructive ways of currency specul ations.

"The Western financial systemis at the cross-roads and the Japanese
econony is facing the nost serious crisis since Wrld War Il and with a
gl obal credit crunch | oomng," he said.

He said the Japanese banks were having a severe credit crunch and for
Japan this was the nost inportant thing on its hands.

"What this nmeans is that capital will not be going across borders and
capital will stay within the countries thenselves,"” said the vice mnister
who advocated that it was now tinme for the public sector to cone to the
rescue by conpl enmenti ng and suppl enenti ng banki ng funds.

The public sector nmust now assunme a great deal of role for economc
stinmulus and inject nmoney into banks as quickly as possible, he said.

Sakaki bara said it was in this light that Japan had cone out with a
US$30 billion package for Asia announced by Finance Mnister Kiich
M yazawa at the recent International Mnetary Fund and Wrl d Bank mneetings
i n Washi ngt on.

He said Japan hoped to be able to disburse the noney as quickly as
possible to revitalise Asia's ailing econony.

"I agree with Dr Mahathir that Japan is the richest depressed country,"
said the vice mnister of comments that Japan, with its vast foreign
reserves and trade surpluses, could afford to offer nore.

But Sakaki bara said Japan's own economny too needed help and therefore
much noney woul d be used to revitalise the donestic econony which was
crucial if the Asian econonmy was to recover at all

He said the U S. econony was al so on the decline, while Europe was
havi ng a contraction and Latin America having "real serious problens
exposi ng the countries to dangers and risks".

In his view, if Asia, which was the first to be hit by the economc
crisis last year, could pull itself out first, then Asia could be the first
to support the world econony to recover.



He al so described as "very bold" Ml aysia's recent nove to inpose
exchange controls with a fixed exchange rate for its currency, arguing that
the market could not be expected to do everything and the world could not
until now cone to a consensus as to what kind of exchange regi nes woul d be
t he best.

Dr Mahathir told the forum organi sed by the Minichi Shinmbun newspaper
group that the problemw th people was that they had fixed m nds about the
worl d financial system

"We should get away fromthat kind of thinking and exam ne the effects
and not nerely the cause. Wiile we believe in sonething like a religion
t he people and countries are suffering fromthe bad effects of the market
fixing and playing around with exchange rates. Please open up your m nds,
we shoul d exam ne ot her systens, nodify and not just shut our mnds," he
added.

He said that in the case of currency trading, the massive suns of noney
being traded actually did not exist although currency trading was esti nated
at 20 to 30 tines trading in goods and services.

He said in Mal aysia, the anount of actual npney in circulation was only
worth RMRO billion.

"Actually currency trading is in the formof mere figures on the
conputer screen. No noney is actually transferred".

Dr Mahathir said the US-based hedge fund that coll apsed recently, Long
Term Capi tal Managenent, had a capital of US$4 billion but was |everaging
in huge multiples and that shoul d be stopped.

"I'f such leveraging in massive multiples is stopped, at |east the
probl enrs woul d be nore controllable. They are not dealing in real noney,
currency trading is very nuch virtual trading but the problens they cause
are very, very real"

Japan External Trade Organisation (Jetro) chairman Noboru Hat akeyana
said the United States should further reduce interest rates to help world
econom ¢ recovery as well as avoid inposing anti-dunpi ng neasures.

He said the U S. was maintaining high interest rates to make its dollar
attractive while the anti-dunpi ng nmeasures agai nst the steel industry had
badly hit the industry.

Asked by a Pakistani journalist if he thought the interest-free banking
system coul d be an answer to the problens of free nmarket capitalism Dr
Mahat hir said Mal aysia was practising both the interest-based and the
i nterest-free banking systens with some neasure of success.

He said even European conpanies in the country had borrowed on the
interest-free systembut he was unsure if the interest-free systemcould be
protected from currency trading.

"The interest-free systemhas yet to develop a variety of financial
instruments and | don't see that as a solution to the world problens just
yet," he said.
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