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Mahat hi r - Vi ndi cat ed
DR MAHATH R S REMARKS | N HONG KONG PROVEN RI GHT

KUALA LUMPUR, Aug 20 (Bernamm) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad, whose seem ngly controversial remarks | ast October that the
actions of currency mani pul ators nust be checked had caused ripples in the
mar ket then, has now been vi ndi cat ed.

Hong Kong, which has been known to be fiercely proud of being a bastion
of the free market econony in the region and of adhering to the phil osophy
that governnent should not intervene in market activities, is now doing
just the opposite.

Dr Mahathir, during a neet-the-people session here today, said the Hong
Kong governnment was now vigorously intervening to prop up its currency,
stock and futures markets after they were attacked by specul ators.

"What | said there during the International Mnetary Fund/ Wrl d Bank
nmeetings was in contrast to the philosophy of free trade, but today, the
Hong Kong dol | ar and stock markets are being attacked by specul ators so
badly, that the governnment there was forced to take action to stop currency
traders," he said.

The Hong Kong governnent intervened in the stock market |ast Friday,
targeting specul ators who were putting pressure on the Hong Kong dol |l ar and
shorting Hang Seng I ndex futures to benefit froma falling stock narket.

"Thi s goes against the principles of free nmarket trade," the prine
m ni ster said, adding that "their philosophy (of free trade) has been
t hrown out of the w ndow. "

"We are also keen to see a free nmarket but a free market al so needs to
be regul ated, ot herw se specul ators woul d pl under the wealth of the
peopl e, " said Dr Mahathir.

He al so said that when he made those remarks after the currencies of
Mal aysi a, Thail and, |ndonesia and South Korea were attacked by currency
mani pul at ors, Hong Kong, which was relatively unscathed at that tine,
bl amed regi onal econom es and governnents for the crisis.

He said this showed that it was easy to criticise others in trouble
when one was not attacked, but when they thensel ves were attacked, they
resorted to the very things they opposed previously.

Dr Mahathir said the economic crisis was not caused by governnents as
evidenced in South Africa and in Russia just recently, whose currencies had
al so been attacked by speculators, with the latter yet to pass on the
benefits of a free market to its people.

As a result of the attack, the Russian currency had depreciated by nore
than 30 per cent, pronpting the Russian governnent to undertake a de facto
deval uation of the rouble along with inposing a 90-day noratoriumon its
forei gn debts.

Dr Mahathir also took to task the strict conditions inposed by the
I nt ernati onal Monetary Fund (I MF) on aid recipient countries -- Indonesia,
Thai | and and South Korea, saying they did nore harmthan good.

Citing the worseni ng unenpl oyment situation in these countries, the
conti nued depreciation of their currencies and deepeni ng soci al probl ens,
he said Mal aysia's econony would worsen if it had received aid fromthe | M-
and was forced to conply with the strict conditions laid dowmn by the Fund.

Anmong the | M- conditions was raising interest rates, which was supposed
to stabilise currencies, but the Indonesian currency had fallen drastically
fromonly 3,600 rupiah to the dollar to 11,100 currently.

Dr Mahathir is not alone in his criticisns of the M for of late, an



i ncreasi ng nunber of Western columists and anal ysts were saying that the
Prime Mnister's views were right after all
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They said that in the process, this has threatened to turn a necessary
short, sharp recession into a depression and that policy nust be changed,
regardl ess of the | MF

One witer quoted in the International Herald Tribune said that in
al nost every econony in East Asia, real (inflation-adjusted) prinme |ending
rates were well above five per cent but in South Korea and Thail and, the
countries where the I MF has had the nost inpact, they were in double
digits.

Anot her said that the "I M- pretends to be a | ender of |last resort and
dictates policies as if it were. But it has neither resources nor the wll
to require maj or sharehol ders to address the international problens caused
by their banks in the nanme of open capital narkets."

Dr Mahathir al so said an open narket all owed specul ators and
mani pul ators to benefit fromother people' s msery.

At a press conference later, the prime nminister said there would al ways
be economic turnoil as long as currency traders were protected.

For instance, during the Mexican crisis a few years ago, the peso
recovered through the assistance of the I M/, World Bank and the United
St at es.

But currency attacks by specul ators between January and now had forced
down the Mexi can peso by nore than 40 per cent.

"It can fall again as long as currency trading is allowed to continue
inits current form" he said.

Dr Mahathir said until the world economy accepted the fact that
currency traders were the cause of the current financial turnoil, all world
econom es woul d be exposed to this threat.

Asked whether countries that had fallen victimto specul ati ve attacks
woul d join forces to counter currency specul ators, he said "if we were to
join forces, they (speculators) would i mediately hit us badly. They can
reduce you to nothing."

Citing the significant fall of the rupiah, he said, "They can destroy
you conpl etely and chop you to pieces. The currency traders are powerful
peopl e."

On whet her Hong Kong's intervention in the stock narket showed it had
heeded his calls for control over currency trading, he said it appeared
there were people who did not want to recogni se what he had proposed
al t hough what they were doi ng now was what he had advocat ed before.

He said these governments were now tal ki ng about regul ati ng currency



trading but they did not adnit to it because they were proud.

On whet her his comrents that the government woul d buy shares of
conmpani es badly hit by the sl owdown had caused the | ocal stock market to
record two straight days of sharp gains, "I don't know whether this was due
to ny statenent, maybe it is something el se.”

He said that the governnment would direct funds to go into the market to
defend share prices of conpanies.

However, he acknow edged that when prices were supported, there would
be nmoves to pressure them down and hence there woul d be a see-saw novenent
in prices.

Asked how | ong woul d t he governnment support the nmarket, he replied that
it would continue to do so until there were global controls on currency
tradi ng.

The prinme mnister said the governnent needed Mal aysi ans to be united
so that it could concentrate on fighting back the mani pul ati ve currency
traders.
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