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By: Muarmmar Kanmaruddi n and Wan Nurzil a Rahman

KUALA LUMPUR, June 9 (Bernama) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad says he feels vindicated now that the nuch-criticised capital
controls were showi ng positive results in bringing about financial
stability and providing breathing roomfor Ml aysia to haul itself out of
recessi on.

"It is not possibe not to feel vindicated, when your argunents which
were contrary to the general stand seemto have worked and everybody has
admtted that it has worked," he said during a brief interviewwth
busi ness journalist Martin Soong aired over CNBC t oday.

Dr Mahat hir was responding to suggestions that there was a snall and
growi ng consensus that Malaysia's capital controls introduced | ast
Sept enber were wor ki ng now as evident by the econom c recovery and whet her
he felt vindicated as a result.

He, however, stressed that "unless the international financial regine
was anmended in order to prevent the kind of massive raids on devel opi ng
countries, we will not be able to lift the controls over our currency.

"So, | think the international financial systemnmust be changed because
we are not the only ones who are affected," he said when asked whet her the
controls were tenporary neasures to achieve financial stability.

Dr Mahathir said: "W are able to cope with it, but a lot of countries
have to go through this kind of raids over and over again. Sone countries
have been attacked two or three tines, and that is not good for the world
econony. "

On whether there could be a situation where he nmight be willing to
forgo calls for a newinternational financial architecture and exchange
themfor better corporate governance which the west seenmed to be driving
at, he said:

"I'ts not the corporate governance which is the problem these countries
had been governed by the sane government (with) the sane policies all these
years and t hey have devel oped very wel | .

"There are abuses, this of course | don't deny, but it has not
prevented them from devel opi ng very very fast so much so that they are
known as the Asian tigers," he said.

"What is needed really is the change in the so-called internationa
financial architecture, there is no trade-off, it has to be done,"” he said.

Dr Mahathir had consistently called for the destructive and specul ative
operations of hedge funds to be curbed.

As to how confident he was controls over currency specul ators woul d be
included in the so-called financial architecture, he said:

"I think they will learn their |essons, they |learned their | esson when
the Long Term Credit Managenment (LCTM hedge fund was hamrered and Russia
had its (econonic) troubles."

LTCM the New York-based hedge fund, collapsed after suffering nassive
| osses in high-risk investnents forcing the Federal Reserve to stage a
bail-out to the tune of US$3.5 billion by 14 financial institutions.

"They will learn their | esson that although they are rich, they cannot
sell things to poor people because they have nade the rest of the world
poor," said Dr Mahathir in obvious reference to once prosperous devel opi ng
East Asi an econoni es devastated by unscrupul ous currency specul ators and
hedge funds.

On whet her First Finance Mnister Tun Dai m Zai nuddi n coul d once again



rescue Mal aysia's econony after having done so during the recession in the
md 80's, he said:

"I amreally confident (of Dain), so far he has done very well and at
| east, part of the policies have been fornmul ated together with him™

On whet her Mal aysia could get out of the recession in the second
quarter of this year, Dr Mahathir said "lots of people think that we are
goi ng to achi eve higher growth than we have projected.”

"W have projected a one percent growmh for this year but a lot of the
ot hers have projected growth of up to three percent and they may be right.

"OF course, those figures are very good i ndeed and we think that
achi eving one percent growth is not a problem"” he said.
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