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MAHATHI R- YUAN
MAHATHI R THANKS CHI NA FOR NOT DEVALU NG YUAN

KUALA LUMPUR, Aug 2 (Bernamm) -- Datuk Seri Dr Mahat hir Mhanmad has
expressed gratitude to the Chinese governnent for not deval uing the Yuan
whi ch saved East Asian econonies froma nore severe financial crisis.

The prime mnister said the recovery of the East Asian econom es owed a
lot to this decision by Beijing.

This is despite attenpts by currency specul ators to destabilise the
Chi nese econony by attacking the Hong Kong St ock Exchange (HKSE), he said.

"Had the Yuan been freely convertible, there is no doubt that the
currency traders woul d have attacked it and plunged China and East Asia in
even worse turnmoil and recession," he said in his article published by
Japan's Mainichi group of newspapers today.

Dr Mahathir, however, said that it was not fair to expect China not to
deval ue its currency forever since the deval uation of East Asian currencies
has effectively reval ued upwards the Yuan and rendered the country (China)
| ess conpetitive.

Countries sonetines devalue their currencies to make their exports nore
conpetitive, but China did not take this path.

"The Yuan can actually be devalued a little without affecting the
econom es of the East Asian countries.

"But, | thank the Chinese governnent for holding steadfastly to its
prom se not to devalue the Yuan. China is a friend i ndeed, nmuch nore than
some other co-called friends," he said.

Dr Mahathir said that although the attack on the HKSE failed, the
i sland' s econony and reputation was danmaged.

THE FOLLOAN NG | S THE BEST QUOTATI ONS AVAI LABLE FROM COMMERCI AL
BANKS | N KUALA LUVMPUR AT 12. 00 NOON TCODAY, | SSUED BY BANK NEGARA:

( UNITS OF FOREI GN CURRENCY PER UNIT COF MALAYSI AN RINGAE T)

(BUYING TT/O.D)  (SELLING O. D)

US DOLLAR 0.2619 0. 2649
POUND STERLI NG 0.1619 0.1643
SI NGAPORE: 0. 4405 0. 4470
YEN (100) : 29. 9850 30. 4692

Turning to selective capital controls inposed by Ml aysia since Sept 1
| ast year, the prinme mnister said the country hoped that it has provided
the world with an experience which will be useful for case studies in the
managenent of a country's econony under stress.

"Today, Ml aysia's econony is growing again. W believe it is due to
the controls we have i nposed, " he said.

Dr Mahathir said Malaysia will continue with its selective capital
controls as long as newy energi ng econonm es and m ddl e i ncone countries
remai n exposed to destructive currency tradi ng and mani pul ati on by the
hedge funds and currency traders as seen in present international financial
regi ne.



Despite repeated calls for the renoval of the restriction, he said
Mal aysia will lift this policy if and when currency trading is rendered
| ess harnful to energi ng econom es.

"Until then the controls will remain in place and will be defended and
kept effective by whatever neans that Ml aysia has at its disposal,” the
prime mnister said.

"W are doi ng nobody any harm by our controls. Indeed, we are doing a
|l ot of good to ourselves and | venture to say, to our trading partners,
i nvestors and even the world's econony.

"So I hope we will be left to adm nister our own econony in our own
way. No one should tell us when we should Iift the controls,” he said.

Dr Mahathir pointed out that currency controls inposed by Ml aysi a was
not generally understood by the international community, who based their
criticisns nore on their textbook nodels than on proper exam nation of what
Mal aysi a has done.

He said to understand the neasures taken, one must | ook at the root
cause of the financial turnoil which underni ned the econony of the country.

"The control s have apparently succeeded in bringing about the recovery
of the Mal aysi an econony.

"Al though many still condemm capital controls, others now say that
controls can resol ve the probl ens brought about by the rapid deval uati on of
the currency by currency traders.

"Some even reconmrend that other countries open to attacks by currency
specul ators shoul d adopt currency controls," he added.

The prime minister said it was not easy for Malaysia to decide to
i npose the selective capital controls.

"More than six nonths of intense debate preceded the decision by the
executive conmrmittee of the NEAC (National Econom c Action Council) to
i mpose controls.

"One menber of the executive committee brought up 32 reasons why
currency controls would be bad for the country, (that it ) would fail. But,
the argunents were denoli shed one by one," he added.

Dr Mahathir said that currency controls neant different things to
different people and to the textbook econonists, it nmeant cutting the
country off fromevery kind of financial links with the rest of the world.

"The Mal aysi an control is not a sinple turning your back to the world.
Mal aysia is a trading nation. Its econonic growh and well-bei ng depends
largely on its comercial and financial |inks, including direct foreign
investnents with the rest of the world,"” he said.

The prime mnister said Malaysia was now in a sound financial position.

The econony is growing and many predict it will exceed the one percent
Gross Donestic Product (GDP) growth estimated by the governnent.

Dr Mahathir said ringgit was still pegged at RM3. 80 per US dollar even
t hough currenci es of nei ghbouring countries have strengthened further
agai nst the greenback and therefore against the ringgit.

But Mal aysi a does not want to change the exchange rate because this
wi |l upset the business transactions and profit forecasts, he said.

"Wth government in control of the exchange rate, we can easily enrich
oursel ves by strengthening the ringgit, even up to the pre-turnoil |evel of
RV2.50 to the US doll ar.

"But the downside to this is | esser conpetitiveness of our exports and
therefore |l ess foreign and donestic investnents for export industries.

"The power to change exchange rates nust be used judiciously or the
econony woul d be darmaged," the prinme ninister said. -- BERNAMVA
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