19 JUN 1998

H GHLI GHTS OF PRIME M NI STER DATUK SERI DR MAHATHI R MOHAMAD S SPEECH
AT THE 52ND UWNO GENERAL ASSEMBLY TODAY:

CLAI M5 OF CRONY CAPI TALI SM EXCUSE TO ATTACK ECONOWY

+ Clainms of crony-capitalism corruption and non-transparency said to
be found in Asian countries are only excuses to attack the econony and
financial sectors of these countries, Prine Mnister Datuk Seri Dr Mahathir
Mohamad sai d.

He said that admttedly to some extent there was truth in these
accusations. But while there was sone truth to the charges, the attackers
cannot deny that their attack on the countries' currencies resulted in a
ot of profits for them

RESERVES OF HEDGE FUNDS HI GHER THAN CCOUNTRY' S RESERVES

+ Hedge funds, which derive their earnings fromspecul ative activities,
have reserves higher than the reserves of countries, which gives thema
huge capacity to attack devel opi ng econom es, Datuk Seri Dr Mahathir
Mohamad sai d.

He said the ambunt of funds owned by huge banks in devel oped countries
totalled about US$28 trillion, that is 28 thousand billion

Hedge funds neanwhil e owned about US$180 billion, which neans they can
borrow from banks 20 tines the value of their funds to trade in currency,
i.e., about US$3.6 trillion.

Their funds sonetinmes are even higher than the reserves of countries,
whi ch makes countries, especially devel oping countries, vulnerable to
currency attack, he said.

MANAGERS DI D NOT' HEED GOVT' S WARNI NG OF TOO H GH A VALUE OF SHARES

+ Conpany managers did not heed the government's repeated warning that
too high a value of their company's shares that is not related to assets
worth or conpany performance was unheal thy and dangerous, Datuk Seri Dr
Mahat hi r Mohanmad sai d.

The Prime Mnister said many of themcould only see the profits
resulting fromprice increases in shares.

He said shares of Ml aysi an conpani es increased in val ue because they
attracted foreign investors, adding shares were no |onger used to raise
capital but becane a commodity to be bought and sol d.

This festered short selling, with shares nmeant to be sold no | onger
need to be bought which in the process led many to focus on share markets
while losing interest in businesses involving goods and services.

I M= CONDI TIONS WLL REQUI RE MSI A TO OPEN ECONOWY FULLY TO FORElI GNERS

+ The New Economic Policy (NEP) will be jeopardised if foreigners take
over the country's econony, Prime Mnister Datuk Seri Dr Mahat hir Mhanmad
war ned.

For instance, he said if Malaysia were to resort to assistance fromthe
I nternational Mnetary Fund (I M), the conditions it inmposes will require
the country to open up its econony 100 percent to foreigners.

"Definitely, there will not be any Bum putra quota as they would view



the NEP as an injustice, which is unacceptable to their |iberal denocracy,"”
he sai d.

GOVT NOT ABLE TO HELP ANYBCODY LEST IT BE ACCUSED OF CRONYI SM

+ The governnent will not be able to render assistance to anyone during
this econom ¢ downturn due to accusations of cronyism Any help will be
termed as a bail out, Prine Mnister Datuk Seri Dr Mahathir Mhanmad sai d.

SPENDI NG BELOW AFFORDABI LI TY W LL AFFECT BUSI NESS

+ Prime Mnister Datuk Seri Dr Mahathir Mhamad said that if "we were
to refrain from spendi ng bel ow our affordability,” businesses will suffer.
Traders will not gain profits and the government will not be able to

collect tax to finance its spendings, he said.

NOT NECESSARY TO BOYCOIT GOCDS OR FOODSTUFF, SAYS DR MAHATHI R

+ It is not necessary for the people to boycott goods or foodstuff
whi ch have risen in price, unless the hike is caused by traders' greed,
Datuk Seri Dr Mahathir Mhanad sai d.

"Don't anyone try to take advantage of this econonmic problemto rake in
excessive profits,” he said.

He called on the people to buy as nmuch | ocal goods as possible.

DON T ACCEPT G-OBAL| SATI ON W THOUT CAREFUL STUDY

+ The peopl e should not accept gl obalisation being pushed by the West
wi t hout careful study and wi thout suspicion, Prime Mnister Datuk Seri Dr
Mahat hi r Mohanmad sai d.

MARKET FORCES A MYTH, SAYS DR MAHATHI R

+ Datuk Seri Dr Mahat hir Mhanmad said the country cannot rely on
confidence through market forces to conbat the current economc crisis.

The Prime Mnister |ikened depending on nmarket forces in restoring
currency, econonmc and political stability, to awaiting one's fate but not
doi ng anything to save oneself.

VWile there are clainms that market forces tend to create a gover nnent
which is nore transparent, free fromcorruption and nepoti sm what it does
is actually allow traders and speculators to extract as much profits as
possi ble fromthe country.

-- Bernama
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