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Recovery possible in 6 nonths: Dr M (HL)

Fadzi| Gnazali

SIX months to a year - that's how qui ckly the Ml aysi an econony coul d
recover to an acceptable level. But this will hinge on how nuch faith
Mal aysi ans have, Datuk Seri Dr Mahathir Mbhamad says.

What it takes, the Prine Mnister said, is for the people to have faith
in the econony, the ringgit and the | ocal banking systemand for themto
spend their noney w sely.

"If we do all these, I amconfident we can recover, not to the origina
| evel but to an average |level sufficient enough for us, nmaybe wi thin six
nont hs or one year," he said during TV3 norning tal k show, Ml aysia Hari
Ini, in Selangor yesterday.

Asked when the econom ¢ downturn would end, Dr Mahathir said as | ong as
the there are people selling the ringgit and pushing down its value, it
woul d be hard to determ ne

"Regardl ess of this, our behaviour and action during this tinme are
important in bringing back the recovery to the econony," he added.

Dr Mahathir said firstly, Mlaysians nust have confi dence and trust
towards the country's currency and econony.

"If we have confidence and avoid indulging in activities that could only
wor sen the situation such as exchanging the ringgit for the US dollar or
ot her currencies, we could recover nuch easi er because we are not
deval uati ng our own noney," he added.

He said apart fromthis, there are still many things that need to be
done such as reducing the buying of inported goods to curb the use of
foreign currencies and to i ncrease savi ngs.

He added before July, the country's econony was progressing well and
Mal aysi a had been hopeful that it would register an 8 per cent grow h.

"But all of a sudden in July, we experienced an econom ¢ sl owdown whi ch
was not caused by us. W did not do anything, changed any policy or did
somet hing to cause the econony to slow, " he added.

He sai d what supposedly had happened was that Thailand' s crisis was
contagious and it had affected Mal aysia, pushing the ringgit down.

"It did not fall onits own. There nmust be a party that caused it to
slide. In currency trading, the business practice is a bit strange. Each
time a currency is sold, it drops in value. Wen foreign parties sold the
ringgit to buy the US dollar, the ringgit's val ue depreciated. They did
this often to push the ringgit lower and indirectly nade us poorer," he
added.

Asked on the difference between the current problemand the recession in
the m d-1980s, Dr Mahat hir said although the econony was quite bad in 1985
and 1986, the ringgit did not depreciate in value. This had nmade econonic
recovery easier

"This tinme, we have no control over our currency value. Each tinme we try
to restore it, they sell nore ringgit and the currency depreciates
further," he added.

Asked why the International Monetary Fund's (I M) financial aid was not
sought for, Dr Mahathir said taking it will reflect that the country's
econony is weak.

"The problemwith this is that we have to depend on others, and in turn,
they can exert pressure on us. Futhernore, if the currency denom nation of
the | oans appreciate, we need to get nore ringgit to pay them" he added.

Dr Mahathir said one way of avoiding external forces having control over



the ringgit is by internalising the country's economy, where neasures are
i npl emented to reduce the foreign currencies' influence on the country.

"By m nimsing our econony fromhaving to depend on inports that used
foreign currencies, our needs for these currencies will also be reduced
hence all owing us to have nore control over our econony. This is being
done, " he added.

On the stock market, Dr Mahathir said the value of shares al so depend on
their buying and selling activities. They will go up when a | ot of people
are buyi ng.

"At present, the value of shares are no |longer linked to the companies
performance. W may have a case where it is a conpany making a smal
profit yet its share value is so high that it doubles its assets val ue

"This is so because many people in share trading buy a particul ar
conpany's shares to push the price up. Wien it is high enough, they sel
the shares to get profits. This causes the shares to drop in val ue.

"When the share value falls, confidence is weakened and nore people will
sell the shares pushing the price down further. In the end, we see the
share val ue being | ess than the conmpany's assets val ue," he added.

Dr Mahathir said the fact is, nowis a good tinme to buy shares but due
to the lack of confidence and bearish sentinents, people are not buying
shares, and this further danpened the prices.

"For the share prices and the stock market to recover, we nust have
confi dence and continue buying the shares until their prices go up," he
added.

Dr Mahathir said Ml aysi ans nmust fight this [ ack of confidence because
the country's econony is standing on a strong footing.

"If the fundanmental s are not strong, we woul d have sought assi stance
fromthe IM- a long time ago. But the truth is we can still hold on while
others are having difficulties," he added.

Dr Mahathir said this is because the Governnment's policy has al ways been
to take small anount of | oans, nmake careful use of credit and have proper
pl anni ng of spending, and this has put the econony on solid grounds.

"The rakyat nust have confidence. If the rakyat still wonder why we are
not taking any | MF assistance, it is because our econonic fundanentals are
strong.

"If the econony is strong, then the rakyat shoul d have confidence in the
country's currency and shares,” he added.
( END)



	Recovery possible in 6 months: Dr M (HL) (NST 10/01/1998)

