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SORCS- MALAYSI A
SCRCS ADM TS FREE CAPI TAL CAN BE DESTRUCTI VE

By: Sal ny Hashi m

WASHI NGTON, Sept 16 (Bernamm)-- U.S. financier George Soros has
admtted that a totally free flow of capital can be destructive.

"Instead of acting like a pendulum financial markets acted nore like a
wr ecki ng ball, knocking over one econony after another,"” he said of the
financial turnoil that has affected nmuch of Asia and is spreading to other
countries.

He sl ammed the International Monetary Fund (IMF) for its failure to
contain the global credit crunch, declaring: "IM- programmes do not seemto
be working; in addition the I M- has run out of noney."

Soros said that there was an urgent need to rethink and reformthe
gl obal capitalist systemwhere naintaining stability in financial markets
ought to be the objective of public policy.

He was speaki ng before the House Conmittee on Banki ng and Fi nanci al
Servi ces on Tuesday.

On Mal aysia's nove to i npose exchange controls, Soros said that they
had managed to inflict considerable danage on foreign i nvestors and
specul ators, especially short sellers who were bei ng squeezed by the
action.

Later, when asked by journalists, Soros clainmed that he was not hurt by
Mal aysia's new ruling because "I'mnot engaged, so it doesn't hurt ne, but
whoever was engaged got hurt."

At the hearing, Soros said Ml aysia was getting "tenporary relief, if
not for the econony, then at least for the rulers of the country."

"The relief cones frombeing able to | ower interest rates and to punp
up the stock market by isolating the country fromthe outside world and
squeezing shortsellers,” he told a friendly group of house menbers.

Soros said, "the relief is bound to be tenporary because the borders
are porous and noney will |eave the country illegally; the effect on the
econony will be disastrous but the |ocal capitalists who are associ ated
with the reginme will be able to sal vage their businesses unless the reginme
itself is toppled.™

He contended that the measures taken by Ml aysia would hurt other
countries which are trying to keep their financial markets.

"In this respect Ml aysia has enbarked on a beggar -t hy-nei ghbour
policy," he said.

If opting out of the global capitalist system nakes Mal aysi a | ook good
in conparison with its neighbours, the policy may easily find imtators,
making it harder for others to keep their nmarkets open, said Soros, who has
often been criticised by Prine Mnister Datuk Seri Dr Mahat hir Mhanmad for
his role in currency specul ati on.

When asked by reporters, Soros said that he had no special nessage to
relate to Dr. Mahathir: "I think he's going his way."

The hearing was held to hear Soros' views on the financial crisis that
has hit Asia and now spread to Russia and Latin Anerica.

At | east three of the house nmenbers stated their adniration for Soros
during the hearing and none cast any bl anme nor asked about his or other
specul ators' role in the financial crisis that has seen a neltdown in
currenci es and stocknarket perfornmances in the affected countries. --
BERNAMA

SH SJ



	SOROS ADMITS FREE CAPITAL CAN BE DESTRUCTIVE (Bernama 16/09/1998)

