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EXCHANGE CONTRCLS BY MALAYSI A | NVENTI VE, SAYS MAHATHI R

PETALI NG JAYA, Cct 10 (Bernama) -- Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad says that Mal aysia, faced with the financial crisis, had
to resort to radical and unusual ways to deal with an unusual situation

Noti ng that the repercussions on the econony woul d have been worse had
Mal aysi a not done anything, he said the ringgit's peg at RVM3.80 through its
exchange control neasures devised by Ml aysia was both inventive and
i nnovati ve.

I nventiveness in dealing with economic and financi al managenent is no
different frominventiveness in the other fields, he said in referring to
the fallout of the unexpected financial crisis now taking on globa
proportions.

"Orthodoxy will cause stagnation, conservatives never progress and
t hose who fear change will be condemmed to w ther away where they stand,"
he said in his speech when officiating the "International |Invention
I nnovation, Industrial Design and Technol ogy Exhi bition, here today.

The Prime Mnister said that to invent new nmet hods of doi ng anyt hing,
it is wrthwhile to relook the old ways to identify their strengths and
their faults and then to nodify or innnovate the old ways."

"That's what Ml aysi a has done, by |ooking back to the old ways where
t he val ue of noney was determ ned by the value of gold as well as the fixed
exchange rate of the Bretton Wods regine,"” he said.

Bretton Wods was the post-war international financial order designed
to regul ate financial markets which included fixed exchange rates and which
led to the setting up of the International Mnetary Fund and World Bank

"CGoing back to gold is not practical, but the fixed exchange rate of
Bretton Wods has obviously enabl ed the post-war econom c recovery and
subsequent |y worl dw de prosperity to take place," he said.

"It did not fail because the (exchange) rates were fixed, but the
(Bretton Wods) regine failed because maj or devel oped countries reneged on
their prom ses, as they devalued their currencies to beconme conpetitive and
overconme their mounting costs due to excessive wage demands, he added

Dr Mahathir said that by identifying the true cause of the failure of
the Bretton Wods formula, the idea of using a fixed exchange rate to
achi eve econom c recovery becones nore acceptabl e.

"The rich countries which have smugly said that the currency fiasco in
East Asia would not affect themare now finding they are not safe from
currency traders and their destructive activities," Dr Mihathir said.

"The failure of the Long Term Capital Managenment hedge fund has forced
the great western governnents to | ook nore closely at currency tradi ng, now
even the M- has admitted the need to regulate currency tradi ng.

"Clearly, necessity is the nother of invention," said Dr Mahathir.

"The past year's events have been extrenmely chaotic and painful to
Mal aysi a as suddenly, we find ourselves seem ngly hel pl ess and unprepar ed
to handl e the situation brought about by others," he said.

"Most of us tend to handle the new situation in the orthodox way, in
ot her words, we are not inventive," he said.

"We are not even willing to question conventional w sdom believing
that the usual way nust be the correct way," he added. - - BERNANVA
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