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MAHATHI R EXPLAI NS MALAYSI A'S CONTROL MEASURES TO ASEAN

By: E Sivabal an

HANO , Dec 15 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad t oday expl ai ned how Mal aysia's currency and capital controls
succeeded in setting its econony back on the road to recovery to ot her
Asean | eaders at the Sixth Asean Summit which opened here today.

Sayi ng that what Ml aysia has done was nmerely to insulate itself from
the "predatory specul ators", Dr Mahathir assured that the Ml aysian econony
was as open as before.

"Foreign investnent can and are coming in, trade goes on undi sturbed
and profits can be repatriated,” he said in his opening statenent at the
two-day summit here

He said the Kual a Lunpur Stock Exchange remained open to foreign
i nvestors subject only to the retention of investnents in stocks for one
year.

Dr Mahathir said capitalisation of the share market has doubl ed since
t he nmeasures were inpl enented.

"I would like to point out that currency and the share market were
controll ed before. W |iberalised because we believed in the free nmarket.
"But our liberalismwas abused, resulting in econom c and financi al
depression. W have no choice but to reinpose controls,” Dr Mahathir said.

He reiterated that until the international community agreed on an
i nternational regine that would renove the kind of dangers Ml aysia had
been exposed to, the country would have to continue with the controls.

Expl ai ni ng the sequence of events that led to the control neasures, he
said when the financial crisis began, Malaysia called for regulating the
activities of currency traders to prevent Asean econom es fromrapid
i mpoveri shnent due to deval uation by currency trading and attacks on the
stock market.

He said while capital inflow could pronote economic growth and inprove
the wealth of the people, sudden and nassive outfl ow coul d destroy whol e
economi es.

"The existing international financial systemis not equi pped to dea
wi th massive capital flight and the resultant financial and economc
turmoil,” Dr Mahathir said.

The prime mnister said the powers that be preferred instead to bl ame
t he governnments of the affected countries for all kinds of m sdeneanours.

"Instead of reining in the currency mani pulators, they allowed themto
destroy the economic tigers in order to force themto seek the help and
accept I M- (International Mnetary Fund) prescribed reforns,” he said.

Dr Mahathir said Malaysia could not afford to wait while the devel oped
economi es and international financial institutions dawdl ed.

"We have therefore instituted our own National Econom c Recovery Pl an
We renoved our ringgit out of reach of the currency specul ators.

"We al so ensured that short selling of our shares and the consequent
fall in value was stopped,” he said.

The prime mnister said: "Relieved of the threat of deval uation and
destruction of our econom es and banks, we were able to inplenent nmeasures
to revitalise our economny."

He expl ained that through lowering rates, increasing liquidity,
recapitalisation of banks and managi ng the non-performng | oans (NPL) as
wel | as other neasures, Ml aysia had succeeded in arresting the decline and
set the econony back on the road to recovery.



"What we have done is nerely to insulate ourselves fromthe predatory
specul ators. Ot herw se our econony is as open as before," he said.

Dr Mahathir al so proposed that Asean countries find a nore suitable
forumto discuss their needs.

H s proposal cane ahead of a sunmt involving | eaders of the
ni ne- nenber groupi ng and Chi na, Japan and South Korea here tommorow.

He said while Ml aysia wel coned the decision of the Goup of Seven
(G7) finance mnisters |ast October to strengthen the international
financial system "they are looking at it fromtheir exalted position."

"Qur position may not receive their attention,” he said.

Dr Mahathir, who is also First Finance Mnister, however did not
nmention the forum

He said Mal aysia was | ooking forward to the sunmt dubbed the Second
"Asean + 3" Summit. China, Japan and South Korea are the dial ogue partners
of Asean.

China will be represented by its vice president Hu Jintao while Japan
and South Korea by Prine Mnister Keizo Cbuchi and President Kim Dae Jung,
respectively.

Dr Mahathir said because of the econom c weight of China, Japan and
Sout h Korea, the policies and neasures of the three East Asian countries
have significant inpact not only on regional but also on the gl obal
econony.

He said Mal aysia appreciated China's conmtment not to devalue its
currency, its efforts at economic refornms and donestic grow h.

The prime mnister said Kuala Lunpur al so wel comed the reform being
undertaken by Japan of its financial sector and the Japanese package of
support neasures totalling US$30 billion to hel p Asian countries overcome
the current economic difficulties.

"The financial turmoil has underscored the nmany chall enges inherent in
gl obal i sati on. Even as we enbrace it, we nmust be wary of the dangers which
acconpany it," Dr Mahathir added.
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