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KL nmeasures not as bad as made out to be: M Yen

Har dev Kaur in Tokyo

TOKYO, Tues: Japan's influential Vice-Mnister of Finance, M Ei suke
Sakaki bara, today defended Mal aysi a's exchange rate controls, saying they
are "not as bad as they have been nade out to be".

Ni cknamed M Yen for the inmpact his remarks often have on the Japanese
currency market, Sakaki bara said world opinion is changing and the
opposition to controls is beginning to ease

As the world continues to grope for answers to the type of exchange rate
regine that is needed to respond to the crisis, Prine Mnister Datuk Seri
Dr Mahat hir Mohanmad has made "a very bold policy decision", he added.

Sakaki bara echoed Dr Mahathir's renmarks in an earlier speech that "being
a heretic is better than being col oni sed" but added that, "I think the
worl d situation has changed |l ately and what the Prime Mnister has said is
no | onger heretical."

The vice minister was a panelist at a sem nar organi sed by the Mainich
Shi mbun. The ot her panelists were Dr Mahat hir and Japan External Trade
Organi sation (Jetro) chai rman Noboru Hat akeyana.

Sakaki bara's endorsenent is the latest in a series of approvals from
ot her econom sts, financiers, bankers and | eaders for the sel ective
control s i nmposed by the Ml aysi an Governnment since Septenber 1

Dr Mahathir, in explaining the exchange controls, pointed out that under
the Bretton Wods reginme the world had in fact been subjected to a fixed
exchange rate. It was only when sone countries reneged on their agreenent
that the fixed rate was done away with.

Countries prospered under the fixed exchange rate regi ne and over cane
all the difficulties they faced.

"So it is not a bad systeni, he said, adding that the problemnowis
that "we have a fixed mind... we seemto think that we should not fix the
exchange rate no matter what happens”.

"If people die and are thrown out of job and suffer that is all right
because we nust support the market controlled exchange rate... | think we
shoul d get away fromthat kind of thinking. W should exanine the effects
rat her than just the cause

"When you cone to a stage where you see the bad effects of the market
fixing and playing around with fluctuati ng exchange rates then we shoul d
be prepared to revise our thinking to open up our mnds and see... whether
the present systemis good or bad and if we find that the fixed exchange
rate woul d hel p the world's econony, we should exam ne it, perhaps nodify
or regulate it.

"But we should not shut our nminds fromconsidering alternatives," Dr
Mahat hi r sai d.

Sakaki bara al so spoke of the massive novenent of currencies across
borders which he described as "a global and virtual systeni and that there
was a need for "prescriptions" against its harnful effects.

He agreed with Dr Mahathir that markets are not perfect and markets
cannot do everyt hing.

"W have seen market failures in the past year. There are nmarket
defects. The question is what kind of policy responses shoul d be devi sed
to deal with the failures and defects."

Sakaki bara said it is inportant to recogni se that the current system of
capital flows is a very unstabl e one.

He said Wall Street and the Western financial systemare facing a crisis



and are undertaking restructuring. The Japanese econony is al so facing one
of its most difficult tinmes.

There is a world credit crunch and no private capital is going to flow
across borders. Banks are withdrawing and so are the hedge funds. This is
happeni ng even in Japan where the banks are hol ding back credit, he added.

He predicted that countries in Latin Arerica will have to pay very high
interest rates soon. Therefore, he said, the coordinated Keynesian
prescriptions of injecting public funds should be consi dered sooner rather
than | ater.

Publ i c sector funds should be nobilised and Japan is channelling US$30
billion (US$1 = RMB. 80) to the Asian econoni es.

For a recovery of the gl obal econony, Sakakibara said a Japanese rebound
is extremely inportant because the US econony is in decline.

"I hope Anerica will have a soft landing," he said, adding that Europe
too will be heading towards a contraction and Latin America is "going into
areally serious situation and they will be exposed to great dangers and
risks".

( END)
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