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SI NGAPORE, COct 18 (Bernama) -- International Mnetary Fund (I MF) first
deputy managi ng director Stanley Fischer is still not convinced about the
ef fectiveness of the capital controls used by Mal aysia and said it was hard
to tell the real results of its inplenmentation during the regional econom c
crisis.

"The controls were inposed at a tine when capital flows to the region
were strengthening in all countries and nost countries' currencies had
st rengt hened si nce t hen.

"The controls were not tested agai nst downward pressure, agai nst
wi t hdrawal pressures,” he said at a news conference on the sidelines of the
East Asia Economic Sunmit here today.

Earlier, Malaysian Prine Mnister Datuk Seri Dr Mhathir Mhanmad,
speaki ng of Ml aysia's recovery and econom ¢ fundanentals in a keynote
address at the same sumit, said currency control was a hard act to pul
of f successfully.

"l do not advocate it for anyone. | do not advocate it for Ml aysia
under very different circunstances. But no one has conme to the concl usion
that the currency neasures which we introduced on Sept 1, 1998 have been a
spectacul ar failure," he said.

Fi scher said it was in Malaysia's favour that the country had persisted
in financial sector restructuring after the inposition of the controls anmid
fears that countries nmay use such neasures to avoid reforns.

He said it was al so significant that the controls had been rel axed
substantially and were now pri ce-based.

There was now "nuch nore convergence" between Ml aysia and the
international comunity with regards to capital flows, in particular to
wel cone rather than discourage foreign direct investnent, said Fischer.

He conceded that there was cl oser consensus that capital controls could
be used as an interimnmeasure agai nst short-termfund fl ows where financi al
systems or macroeconom ¢ policies were weak.

Turning to the fast recovery of the region, Fischer warned agai nst
compl acency and urged countries, including those with econonies that were
doing well, to strengthen their econonmic structure and financial systens to
ensur e sustai nabl e growt h.

"I have cause to warn agai nst conpl acency. As recovery gets underway,
the nore one had to fear that fundanmental restructuring, which is underway,
and corporate restructuring, which is | ess underway, could be sl owed down,"
he sai d.

He al so said those with weak systens will be vul nerabl e agai nst
international fluctuations which will happen because "they cannot be
avoi ded". -- BERNAMA
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