15 MAY 1999
MAHATHI R- CONTRCLS
BETTER SHARE PERFORMANCE DUE TO CAPI TAL CONTRCLS

SHAH ALAM May 15 (Bernama) -- The current recovery and inpressive
figures on the local stock market is a result of the inplenentation of
sel ective capital controls, Prime Mnister Datuk Seri Dr Mahat hir Mhanad
sai d today.

He told reporters after he opened the Proton Total Research &

Devel opnent Facility here that there is no reason to renmove the controls
unl ess the international community nmade it safe for Mal aysia to renove
t hem

He felt that the international comunity is not concerned about what
woul d happen to Mal aysia but were bent on how they could benefit fromthe
present financial regine.

As such, he did not see why Ml aysia should be obliged to change its
approach and policy which had helped it recover nuch faster than other East
Asi an countries and other countries el sewhere.

"We have done this alone by resorting to a very unorthodox approach and
it has worked," he added.

On the inproved performance of the |ocal stock market, he advi sed
pl ayers not to treat it as a ganbling den

The prices of shares, he added, should correlate with the assets,
performance and potential of the conpanies concerned and should not be |ike
previously where the prices of sone second board counters could increase
six to seven-fold upon their listing and their rise was not in accordance
wi th their performance.

A short-termgain could result in a long-termloss and is unhealthy for
i nvestors, conpanies or even the country, he said.

On some anal yses that the inproved stock market perfornmance is
tenmporary and that specul ation on the com ng general elections played a big
part in its novenments, Dr Mahathir said "the stock market performs |ike a
yo-yo and has its ups and downs.™

"We cannot stop the yo-yo but if we could |l essen the range of novenent
of the pendulum then it'll be safer," he added.

"W have to nonitor these things...we cannot follow what they (the
anal ysts) say. The anal ysts have not suggested anything that have been
hel pful to us. W were having terrible problenms to our econony and had we
followed all their suggestions, it would have been disastrous. So we have
to think of our own solution," he stressed.

Dr Mahathir al so mai ntained that the Kuala Lumpur Stock Exchange is
less restrictive and there are only mninmal controls when conpared to other
advanced countri es.

He said even in the United States, there is a tax on capital gains but
Mal aysi a does not have a capital gains tax except a levy on repatriation of
capital . -- BERNANVA
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