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Capital controls aid Ml aysia recovery: Think-tank

Sreer ema Banoo

MALAYSI A' s decision to inpose selective capital controls is not a
surprise. That no other Asian country hit by the 1997-98 financial crisis
exercised the option is, says the head of a Washi ngton-based t hi nk-tank
Rat her than harm ng the econony, as Malaysia's detractors claim the
measures i npl enmented in Septenber | ast year have contributed to its
recovery, said president of Economc Strategy Institute, M C yde
Prestowitz Jr.

Chile's success with its limted formof capital controls, and the fact
that countries |ike China and Tai wan whi ch i npose tight capital market
restrictions were |l ess affected by the crisis, point to the benefits of
such measures, he added.

Mal aysia was justified in taking tough action to stemthe slide in the
econony, as can be seen fromthe fact that the country is recovering, he
said at a press conference in Kuala Lunpur at the end of a four-day visit
to Mal aysi a.

"Capital controls have done no harmand probably contributed to economc
recovery."”

Asked if he felt the controls should be |ifted anytine soon, Prestowtz
sai d Mal aysi a recogni ses that such neasures shoul d be tenporary.

"Your Government is aware of the dangers and risks in capital controls
and | think they are |ooking at the situation and recogni se the need to
mai nt ai n an envi ronment conduci ve for confidence," he said.

The institute is a non-profit, non-partisan research centre specialising
inissues related to globalisation and conpetitiveness.

Wil e here, Prestowitz, who was al so US Acting Assistant Secretary of
Conmer ce and counsellor to the US Government on econonic rel ationships
wi th Japan, had di scussions on the economy with Prime M nister Datuk Seri
Dr Mahat hir Mbohanmad and First Finance Mnister Tun Dai m Zai nuddin

He was al so briefed by officials fromthe Mnistry of International
Trade and I ndustry, Bank Negara Mal aysia, the National Econom c Action
Counci |, Pengurusan Danaharta Nasional Bhd, Dananodal WMal aysia Bhd and the
Kual a Lunpur St ock Exchange.

"Mal aysia seens to be on the road to recovery...exports in electronics
have strengt hened and the price of oil has increased.

"The Government's fiscal stinulus has also created greater domestic
demand, " he said.

Recapitalisation of the banking sector and renoval of non-performng

| oans are maki ng good progress, and so is the restructuring of affected
i ndustries.

"All these factors are creating a better path for continued econom c
devel opnent and confidence," Prestow tz said.

The greater stability in the econony is also aided by the recovery of

ot her regional econonies |ike South Korea and Thail and.

"Over the short- and nediumterm Ml aysia's prospects are reasonably
good, " he said.

However, he cautioned that uncertainties remain, for exanple Chinais in
deflation and the Beijing Governnent is facing difficulties restructuring
st at e- owned enterpri ses.

Looki ng ahead, Prestowitz said Mal aysia has to diversify its economy and
nmove i nto higher technol ogy and val ue-added i ndustries, adding that the
Mul timedi a Super Corridor is a nove in the right direction.



He was in Kuala Lunmpur as part of a fact-finding trip that includes
Japan, China and Hong Kong.
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