21/ 08/ 1998
PM says his 1997 warni ng has cone back to haunt HK

Kamar ul Yunus

PRI MVE M ni ster Datuk Seri Dr Mahathir Mohamad sai d yesterday his warning a
year ago, that currency speculators if not controlled coul d destroy the
wor | d econony, has come back to haunt the very place he made the statenent
- Hong Kong.

Speaki ng at a neet-the-peopl e session in Kual a Lunpur, Dr Mahathir said
hi s warni ng duri ng the Wrl d Bank/ | nternati onal Monetary Fund neeti ngs
| ast Cctober went | argely unheeded.

"Hong Kong, which subscribes to the free market system refused to
accept that an unregul ated free market could be detrinmental toits
econony.

"Nowits currency and stock nmarkets are being subjected to severe
mani pul ati ve attacks to the extent that the authorities have to intervene
in the share market," he said.

As a result, Hong Kong, wi dely seen and pronoted as a bastion of free
enterprise, has to see its "phil osophy thrown out the w ndow. "

While Mal aysia is not against the free market, it recognises that the
systemcan be abused by rogue specul ators to plunder the wealth of
nations, Dr Mahathir said.

He noted that when he called for international nmeasures toreininthe
currency specul ators at the height of their attacks on the currencies of
Mal aysi a, Thail and, | ndonesi a and Sout h Korea, Hong Kong itself was
rel atively unscat hed and had bl aned regi onal economni es and governnments for
the crisis.

Mal aysi a's stand that the governments are not to bl ane has been
vindi cated by recent events, including devel opnents in South Africa and
Russi a.

"Even South Africa, whichis sinply trying to devel op after being freed
fromthe apartheid regi ne, was not spared fromspecul ati ve attacks agai nst
its currency.

"And Russia had to devalue its currency, the ruble, to stave off attacks
on the econony, " he added.

Speaking to reporters later, Dr Mahathir said the policy neasures
adopt ed by various countries of |ate prove that Mal aysia's argunents for
the control and regul ation of currency trading have been valid.

However, he doubts whet her Malaysia will ever be given due credit for
havi ng advocat ed t hese very sanme neasures in the first place.

"They (foreigners) do not seemto want to recogni se what | had saidis
true. But what they are doing noware simlar to what we have proposed..
now t hey are tal ki ng about the need to regul ate the currency trading."

On whet her the victimsed countries should join forces to fend off the
attacks on their currencies and stock markets, Dr Mahathir said this may
invite even nore severe retaliation

"I'f we join forces, they (speculators) will immediately hit us hard and
reduce our economnry to nothing. In Indonesia, for instance, they brought
t he val ue of the rupiah from2,500 against the US dollar to the present
| evel of 16, 000.

"There is nolimt (to what they can do). They can destroy us
conpl etely. They can chop us to pieces. The currency traders are powerful
peopl e. "

Asked howlong it will take to resol ve the econom c problens, the Prine
M ni ster said as | ong as the worl d does not recogni se that the present



probl enms wer e caused by specul ative attacks on currenci es, every economny
inthe world will be exposed to the threat.

"For exanpl e, although the economy of Mexico has been restored with the
hel p of the Wirld Bank and the US, the val ue of peso has still depreciated
about 40 per cent since January this year.

"There is no guarantee... as long as the world community protects
currency specul ators and keep the present procedures in currency trading,
al | econom es are exposed to attacks," he added.

It isthereforevitally inportant for Mal aysians to unite and cl ose
ranks to all owthe Governnment to concentrate on addressing t he chal | enges.

"We have done this before... during the time we fought for independence.
W won by cl osing ranks anpng the races and wi t hout using any weapons.

"We can do this again because if we renmain united, there will not be any
riots or chaos, and the Governnment will be able to concentrate on fighting
off the speculators," Dr Mahathir said.
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