21/ 10/ 1998
Mahat hir: We'd rather be heretics than be doni nat ed

Hardev Kaur in Tokyo

TOKYO, Tues: Mal aysi ans woul d rat her be "heretics, be pariahs even" t han be
dom nat ed and "col oni sed" by currency traders who have "no conpassi on,
worship greed and decl are that greed is great," Datuk Seri Dr Mahathir
Mohamad sai d.

"No one cares what happens to us ... we can expect no hel p, no hand
stretched out to pull us up,” the Prime M nister said, adding that
"Ml aysi a had no choice."

It saw things clearly and decided to institute its own renedies
protect ourselves with the little strength that we have".

He said: "We are a small country struggling to catch up with the
devel oped countries."

Mal aysi a knew t hat when the country decided to cut itself from"the new
religious creed as represented by the free market" it woul d be regarded as
heretics and "we will have to face the possibility of being burnt at the
st ake".

The only way for Malaysia to avoid colonisationis to protect the
currency and shares frombei ng mani pul at ed. Thus the currency exchange
rate mechani smwas i ntroduced making the ringgit only | egal tender at
hone.

Dr Mahat hir acknow edged that there i s danger of abuses and corruption
that may arise fromthe fixed exchange rate regi me but added that "certain
rul es and regul ati ons have to be put in place to prevent abuses."

He said this in a speech to sone 400 invited participants of a sem nar
organi sed by Mai ni chi Shi nbun. Besi des Dr Mahathir, other panelists were
Japan's Vice M nister of Finance Ei suke Sakaki bara and chai rman of Japan's
Ext ernal Trade Organi sation and the former Vice M nister of the Mnistry
of International Trade and I ndustry Noboru Hat akeyama.

Dr Mahat hir explained the role of currency traders and their quest for
profits and their greed and t he devastati on caused to the Sout h- East Asi an
economnies to the participants at the hal f-day sem nar.

Since no one regul ates them they are free to devise their own rul es of
trading. And each tine they sell a currency, they devalue the currency to
what ever | evel they wi sh.

The currency traders al so cause devastati on by | everagi ng capital.

Usual Iy they | everage by 20 tinmes but in the case of the Long-Term Capit al
Management (LTCM) it was | everaged by 30 tines and then | everage this
anmount by a further eight tines. Thus with a US$4 billion (US$1 = RV3. 80)
capital the LTCMcoul d i nvest as nuch as US$1 trillion.

The US authorities noved into action with |ightning speed to bail out
LTCM and no tinme was wasted i n aski ng about Government corruption or crony
capitalismas they realised that with the failure of the hedge fund "their
own financial systemcan coll apse too".

But when only the poor were the victins "nothing should be done." But
now that the rich are being affected "therefore currency tradi ng nust be
regul ated so that the rich woul d not be threatened".

Dr Mahat hir al so spoke on the International Monetary Fund (I MF) and its
conditions for hel ping countries in distress and its renedies.

"Conditions, such as increasing interest rates, squeezing credit,
bankrupti ng banks and busi nesses nerely nake natters worse. Hi gh interest
rates and credit squeezes at a tine of econonic strain and general
i mpoveri shnment only cause nore business failures.

to



"Eventual |y the Governnments will fail too as corporate and personal
taxes dry up. Paying for the | M- | oans woul d becone i npossi bl e. Economi ¢
recovery woul d be beyond any Govennent.

"Shoul d the | MF be bl amed?" Dr Mahathir asked and replied: "Yes. For
maki ng natters worse."

Eventual |y tim d eyes were focussed on the currency traders, the hedge
funds and with their billions and their shadowy activities. But it was not
until the LTCM debacl e that the US and Europe awoke to t he danger posed by
t he hedge funds and currency tradi ng, Dr Mahathir said.
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