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THE general thrust of the various policy nmeasures adopted by the
Governnent recently is to stabilise the exchange rate, build business
confi dence and attract foreign direct investnents, Tun Dai m Zai nuddi n
says.

Daim who is Special Functions Mnister inthe Prime Mnister's
Departnent, said the results of these neasures however may not be felt
i medi ately since nonetary and exchange rate policies often take six to 18
nont hs to bear fruit.

"Ml aysi a's nmacroeconomi c prospect for 1998 and beyond is al so dependent
on external factors, such as the health of the all inportant Japanese
econony," he said in his speech at a two-day sem nar on "The Econonmic
Crisis in Ml aysia and the Role of the Medi a" yesterday.

Hi s speech was read by Deputy Mnister in the Prime Mnister's
Depart ment Dat uk Dr | brahi m Saad.

"Now is the time for unity of purpose - all else will have to take a
secondary place in the interest of the nation.

"Qur policies will be balanced taking into account the twin necessities
of both a stable exchange rate and reviving growth. And we aimto be
consi stent in our objective.

"W certainly hope to prove our critics wong," he added.

While there is still considerable uncertainty about the depth and
duration of the financial crisis, the severity of Malaysia' s economc
probl em can be nmade considerably worse if there is irrational pessinsm

about the future which can prove to be self-fulfilling, Daimsaid.

It can lead to the vicious cycle of capital outflows, and in turn to
further currency depreciation and fall in share prices, putting
i nsurmount abl e pressure of the private sector and undermining the rea
econony.

"What ever name we choose to call it, Malaysia will then be forced to

|l ose its sovereign right to economc and political self-determ nation. W
must avoid this at all costs.™

Daimsaid if truth be told, Ml aysia remains a fundanentally attractive
pl ace to do business and is still a resource-rich country.

The economic "crisis" in Ml aysia, he added, is "rather a crisis of
confi dence.

"I't was brought to Mal aysia by the contagi on effect characterised by
i nvestors' nervousness which resulted in a sudden withdrawal of foreign
short-termfunds | eading to a gross under-val uati on of our exchange rate,"
Dai m sai d.

He al so said that Malaysia's ideas or alternatives for a way out of the
econom ¢ crisis may not always be correct but they should be given fair
hearing and in-depth critical assessment instead of being brushed off as
voodoo econoni cs.

Daim who is also the Econom c Adviser to the Governnment and executive
director of the National Econom c Action Council, stressed that Prine
M ni ster Datuk Seri Dr Mahathir Mohanad's stewardship of the nationa
econony nust be accepted without any further specul ation.

When Dr Mahathir blamed the crisis on currency specul ators and suggested
controls, his was a | one voice in the w | derness, Dai mnoted.

Now, the Prime Mnister's clarion call is echoed fromthe capitals of
the G 24 countries and, nore recently, Australia and Hong Kong, to the



hal | owed halls of American Acadene.
"Federal Reserve Chairman Al an G eenspan now acknow edges sone controls
must be in place to prevent a recurrence. Even George Soros, it seens,

agr ees.

"But still, when Dr Mahathir suggests any new solutions to the crisis
that are counter to the conventional but failed International Mpnetary
Fund (I MF) formula, his views are still considered heretical,"” he said.

The I MF has "failed and failed nmiserably” in handling the Asian economc
crisis in the past 12 nonths, Dai msaid, adding that there is already a
growi ng consensus anong the affected countries that a reversal of policies
i s needed.

"Even the I MF has conceded as much by permtting some borrow ng
countries to run a budget deficit to spur growh. And yet, the M s
di scredited stance renmains the only standard upon which all other
alternatives are judged."



	Daim: Time for unity of purpose (HL) (NST 23/07/1998)

