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MAHATHI R- CURRENCY
FREE MARKET CAN FUNCTI ON W THOUT CURRENCY TRADI NG, SAYS MAHATHI R

KUALA LUMPUR, Sept 2 (Bernamm) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad says that the free market can still function w thout currency
trading and wi thout adverse effects on real trade and foreign i nvestnents
into productive sectors.

"We in Mal aysia feel that we are not being disloyal to the free market
if we disallowed currency trading.

"Qur real trade should not be affected nor should foreign investnent in
productive capacities suffer," he said at a synposiumon the first
anni versary of capital controls here today.

Sonme 500 participants are attendi ng the synmposi umincludi ng Dr Ei suke
Sakaki bara, special adviser to the minister of finance, Japan or otherw se
known as "M Yen," Dr Amar Bhattacharya, senior adviser to the Wrld Bank
and Dr Hei ner Flassbeck, forner vice-finance mnister for Germany.

"For a long long tine, there was no currency trading while world trade
grew economi cal ly. Fi xed exchange rates enabl ed values to be attached to
goods and servi ces.

"Why sel ective capital controls were successful were because as the
managi ng director of the International Mnetary Fund (I M) M chel Candessus
commented, it was a soft system" Dr Mahathir said in his speech thened
"Why Mal aysia's sel ective currency controls were necessary and why they
have wor ked. "

Contrary to what critics have assunmed and stated, he said "the neasures
were not draconi an, not heavy-fisted, in no way punishing or even
i nconveni enci ng. "

No bureaucracy was needed because the comercial banks did nost of the
work in the normal course of their business.

Anot her reason why Ml aysi a was very successful was because of its
export drive "whereby forei gn exchange cane in by the buckets."

"There was no shortage of foreign exchange and there was no liquidity
problem ™ he said.

Mal aysia was flushed with funds. "I would not recommend any country to
try exchange controls if they are going to fail to generate substantia
trade surpl uses.

A third reason for the success is the fact that Malaysia is very
sincerely trying to guarantee the stability of the Malaysain ringgit, not
its val ue.

"W wanted a fixed rate, not a high rate for the ringgit.

"For Malaysia, it succeeded because it sought to stabilise the ringgit
at a reasonable level, not at an overvalued |l evel for technica
stabilisation reasons and because Mal aysi a al ways had its exports and
nati onal conpetitiveness at the forefront," he said.

"We certainly did not try to achieve a rate for the ringgit which the
fundanental s could not justify," the Prime M nister said.

"Because the ringgit was reasonably val ued, there was never a rush or a
reason to convert to foreign currency unnecessarily.

"Anot her reason was that "with this single bold step, confidence in the
Kual a Lunpur Stock Exchange (KLSE), Mal aysian ringgit and in the rea
econony was quickly restored."

Dr Mahathir said that "without this rapid, alnbst overnight restoration
of confidence, we could not have succeeded."”

Tied to the confidence and the optim smwas that the controls were



sel ecti ve.

"They took the nobst neticul ous way not to in any way hinder trade or
affect the repatriation of profits,” he said.

To be sure, sone external factors hel ped a great deal

He said the hedge funds have been beaten a hasty and forced retreat
after the Long Term Capital Minagenent fi asco.

The currency stabilisation in East Asia and the econom c recovery in
East Asi an econoni es have been a great help

"W were and are fortunate that no one has followed or said that they
intended to follow Mal aysia's exanple. A heretic can be tolerated, but
heresy cannot.

"We woul d have been puni shed by gl obal capitalists and the powers that
be had we spawned an intol erable heresy,” the Prine Mnister said.

"W should also fully acknow edge the pragmatism unity and the will of
t he Mal aysi an people who found the will to stay united," he said.

When it becane clear that Ml aysia has succeeded and was well on the
road to recovery, the latest argunment is that Ml aysia's acconplishnents
were clear "but the | MF assisted econoni es have done this as well as we
have w thout having to resort to currency controls."

Dr Mahathir said that the proponents of this |line of argunment seened to
have a blind | ogical spot.

"If they can argue that others have achi eved conparabl e results w thout
having to adopt currency controls, then it can al so be argued that we have
achi eved what ot hers have achi eved wi thout having had to go through the
m sery of massive unenpl oynent, the tragedy of children thrown out of
school s, the decimation of the niddle class which we have spent a
generation at building, blood on the streets and political turnoi
t hroughout the | and," he said.

Dr Mahathir said that "Ml aysia has been able to achi eve what others
have achi eved wi thout having to go into massive debts, without saddling
future generations with massive debt servicing burdens, w thout having to
sell family silver and precious heirloons, wthout having to auction off
precious corporations to foreigners and fire-sale prices, wi thout having to
bend and to bow to anyone and wi t hout having to kiss anyone's feet."

He said, "nore assuredly, what Malaysia thinks is deeply inportant to
her may not be equally inportant to others.”

Sayi ng that the econom es of East Asia are all different, he added that
comparisons are often difficult and unfair.

"But nost surely, each country has the right to decide onits
priorities and to choose its own path to recovery.

"And nost obviously, the unorthodox, bold and strong neasures which we
took 366 days ago has borne fruit," Dr Mahathir said. -- BERNAMA
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