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Exchange controls can hel p Mal aysia (HL)

Hardev Kaur in Tokyo

MALAYSI A" S deci sion to i npose exchange rate controls nay be a step in the
right direction to overcone its probl ens, Japanese Vi ce-M ni ster of

Fi nance Ei suke Sakaki bara sai d.

He said they were not as bad as some quarters had nade themout to be.

"The worl d opi nion is changing and the opposition to such controls is
al so begi nning to change, " he said.

Sakaki bara' s endorsenent cane am d simlar approval fromother
econom sts, financiers, bankers and | eaders, many of whomare com ng round
to Mal aysi a's way of thinking.

Mal aysi a, which introduced the exchange rate controls on Sept 1, has
been called anti-free narket, a heretic and bucking the trend of free
mar ket and gl obal i sati on.

Sakaki bara, nicknaned "M Yen" because of the i npact his remarks often
have on t he Japanese forei gn exchange market, agreed with Prine M ni ster
Dat uk Seri Dr Mahat hir Mohamad who earlier said that being a heretic is
better than being col oni sed.

Dr Mahat hir had been | abell ed a "heretic" for announci ng t he exchange
rate controls.

"I think the world situation has changed | atel y and what Dr Mahat hir
said is no |l onger heretical," Sakaki bara said.

Sakaki bara was anong the panellists at a seninar organi sed by the
Mai ni chi Shi nbun. Besi des Dr Mahat hir, other panellists were the chairnman
of Japan's External Trade Organi sation and the former Vice-Mnister of the
M nistry of International Trade and I ndustry Noboru Hat akeyana.

Dr Mahat hir, in explainingthe exchange rate controls, pointed out that
under the Bretton Wods regine the world had been subjected to a fixed
exchange rate. It was only when some countries had reneged on their
agreenent that the fixed exchange rate was done away W th.

Saying that this was "not a bad systeni, Dr Mahathir added that probl enms
arose when "we have a fixed mnd ... we seemto think that we shoul d not
fix the exchange rate no matter what happens.

"I'f people die and are thrown out of jobs and suffer, that is all right

. because we nmust support the market controll ed exchange rate ...

"I think we should get away fromthat kind of thinking. W should
exam ne the effects rather than just the cost.

"When you cone to a stage where you see the bad effects of the market
fixing and pl ayi ng around with fluctuati ng exchange rates, we shoul d be
prepared to revi se our thinking and see whet her the present systemis good
or bad.

"I'f we find that the fixed exchange rate will help the world econony, we
shoul d exam ne it, perhaps modify it, or regulate it. But we shoul d not
shut our minds fromconsidering alternatives," he said.

Sakaki bara al so spoke of the nassive novenent of currencies across
borders whi ch he described as "a gl obal but unstable systenm and that
there was a need for "prescriptions" agai nst that.

Agreeing with Dr Mahathir's view on nmarkets, Sakaki bara sai d: "Markets
are not perfect and cannot do everything ... we have seen market failures
whi ch occurred in the past year."

Dr Mahat hir sai d he pl anned to highlight the financial and currency
crisis facing Sout heast Asia and the Pacific region at next nonth's Asia
Paci fi c Economi ¢ Co-operation neeting, and hoped to arrive at ways to



overcome the problem

The Prime Mnister said: "Malaysia would like to say quite a fewthings
about currency trading. | expect this will be one subject that will be
di scussed thoroughly and hopefully we will be able to arrive at sone
concl usion on howto handle it."

Dr Mahathir said this inreply to a question froma Japanese journali st
during a Press conference at the end of his five-day working visit to
Japan.

More than 100 foreign journalists were present at the Press conference
hel d at the Japan National Press C ub.
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