02/ 09/ 1998

Dr M Mwve will insulate econony fromabused system

KUALA LUMPUR, Tues. - Malaysia's nove to adopt a fixed exchange rate
regine will insulate the econony froma systemwhi ch has been abused by
currency traders who reaped huge profits while inmpoverishing "whol e
countries, regions and peoples”, the Prime Mnister said today.

Dat uk Seri Dr Mahathir Mhamad was speaking during a "live" interview
over radio and tel evision soon after Bank Negara nade fresh nmeasures to
contain ringgit speculation and to mnimse the inpact of short-term
capital inflows on the econony.

The interview was conducted by a panel conprising New Straits Tines
Press group editor-in-chief Datuk A Kadir Jasin, Bernama economni c service
acting executive editor Yong Soo Heong and Public Bank Bhd's director of
econom cs di vi si on Nasaruddi n Arshad.

Dr Mahat hir sai d besides regaining control of the exchange rate, the
nmove woul d free Mal aysia to reduce interest rate, strengthen the financial
system enabl e the econony to grow and boost genuine | ong-terminvestnent.

It al so provides an opportunity to reval ue conpani es whose shares now
bear no resenblance to their value as a result of speculative activities.

Dr Mahathir said this option had been studied for sone tinme with the
deci sion taken after considering, anong other things, Malaysia's
favour abl e export ear ni ngs.

"We woul d buy and sell in any foreign currency and we have earned nore
fromour exports to pay for our inports," he said.

To a question froma panelist, Dr Mahathir said he did not consider the
new nmeasures by Mal aysia to be retrogressive.

Instead it was the way the free market system was headi ng that was
retrogressive, explaining that noving away fromthe Bretton Wods regi ne
had not better reflected the relative value of currencies.

(Bretton Wods is a 52-year-old agreenent that set up Wirld Bank and the
I nternati onal Monetary Fund.)

The Prime M nister added that the new neasures woul d neither bring
Mal aysia a bad i mage nor affect foreign direct investnent.

"Bank Negara will allowinvestors to convert the ringgit to purchase
components whil e conpani es can continue to repatriate profits.

"The serious investors who do their study well, stand a good chance of
maki ng profits.”

The country i s however against "hot nmoney" used to repeatedly buy and
sel|l shares to the extent that the share price bears no resenbl ance to the
val ue of the conpani es.

Dr Mahathir said in this context, the one-year requirenent for share
pur chases, al so announced by Bank Negara, woul d reduce specul ative
activity.

"I'f they buy shares, they have to keep for one year, and the neasure is
applicable to Mal aysians as well as foreigners because foreigners have a
way of using locals."

He said nore neasures woul d be announced such as those anmendi ng | aws
related to the stock market to prevent speculators fromattacking the
ringgit as well as underm ning the stock nmarket.

( END)
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