26/ 05/ 1999
Jomo defends views published in | atest issue of Harakah

Zurai m Abdul | ah

ACADEM Cl AN Jonp K. S yest erday def ended his views published inthe |atest
edi tion of Pas-owned Harakah, saying that nedia reactionto his "all eged
remarks" sinply proved that "the media is increasingly oriented towards

t he prospect of inmnent election”.

In a statenent faxed to the Press yesterday, Jonp said that it was
"al nost i npossibleto honestly clain that the country's economnic recovery
was due to the Governnent's stimulus measures introduced since | ast
Sept enber .

Jonb was quoted in Harakah - a bi-weekly in-house newspaper published by
Pas - as saying that the current stock market rally could be due to the
buyi ng of bl ue chip shares by Governnent-Ilinked funds such as the
Enpl oyees Provi dent Fund, Tabung Haji and Petronas, to give the i npression
that the country's economy i s recovering.

Jono al so linked the stock market's rise to possi bl e wi ndow dressing as
the Governnent may call for the general election sometine this year.

Fol | owi ng the article, econonists and fund managers di sputed Jonp's
clains, pointing out that the recent uptrend on the Kual a Lunpur Stock
Exchange was due to a conbi nation of anple liquidity, |owinterest rates,
econom c fundanental s, as well as the presence of foreign fund nanagers.

O her factors fuelling the rise include specul ation and favourabl e
i nvestor sentinments, as well as foreign funds trickling in on expectations
of Asian markets' recovery.

Addi ng that he is not a Pas nmenber, Jonp reiterated the key points he
made whi ch fornmed the basis of the article in Harakah.

Whil e clainming that he had not seen the article in Harakah, Jono added:
"While Prinme Mnister (Datuk Seri Dr) Mhathir (Mhamad) undoubtedly had
i mportant differences with his forner Deputy and Fi nance M ni ster (Dat uk
Seri) Anwar |brahi mover econonic matters, the question of capital
controls was not an issue - contrary to current nythol ogy.

"Not only did Anwar not clearly oppose the early Septenber 1998 i ssues
per se, he was Finance M nister from1991, nost significantly in 1994,
when tenporary capital controls were introduced i n response to sudden
early 1994 reversal of the earlier inflowsurge in 1993."

"Contrary to the expectations of its advocates, bank | endi ng and noney
supply growt h actual ly declined right after the i nposition of the controls
despite the newcentral bank governor's threat to fire bank managers who
failed to nmeet the eight per cent |lending growth target for 1998."

Whi | e saying that the "worst" seenmed to be over for Mal aysia, he said
that it was "al nbst i npossibleto honestly clain' the country's recovery
had been either due to or despite the various stimul us neasures i ntroduced
by the Governnent since | ast Septenber.

Jono said the nore i npressive KLSE' s recovery, anong ot hers, was due to

"the greater depth of its fall, political support fromthe nm ddl e and
propertied cl ass, and an announcenent of a donestic-led econom c recovery
strategy".

He al so said that there was considerabl e evidence fromall over the
wor | d i ncl udi ng past Mal aysi an experience t hat i ncunbent gover nnents spend
nore before polls to gain electoral support.

"(First Finance M nister) Tun Dai mZai nuddin's recent rem nders to his
fellowmnisters clearly testify to this."

The st ock market behavi our was only tenously |inked to econom c



performance, he added.

Jonmp questioned howthe country's stock market coll apsed in 1997 while
t he econony continued to grow by al nost ei ght per cent.

"There is al so a history of Governnent efforts to bol ster the stock
mar ket, whi ch many bl ane for the EPF' s | oss of over RMLO billion | ast
year," he said.

He cl ai med that the National Economi c Action Council's efforts to revise
the (sel ective forei gn exchange) nmeasures had begun to reverse foreign
i nvestor sentiment.

"For ei gners and Ml aysi ans were buying partly in anticipation of a
fillip frominmnent re-listing of the |ocal bourse,” he said.
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