03/ 09/ 1999
Mal aysi a has not gone " kaput', says Dr M (HL)

Rashi d Yusof

KUALA LUMPUR, Thurs. - Datuk Seri Dr Mahathir Mohamad remai ns upbeat about
Mal aysi a' s chosen econoni ¢ path, saying the country has not "kaput" as
sone had predicted it would be, the ringgit is "rock solid" and the stock
market is poised to go up.

The Prime M nister told an international synposiumtoday that sel ective
capital controls had hel ped in the country's econom c recovery w thout
saddling future generations with huge debts and wi thout having to "kiss
anyone's feet".

He repeated his viewthat a free market coul d function wi thout currency
trading with no adverse effect on real trade.

Later at a question-and-answer session, Dr Mahathir, who is a nedical
doctor by training, quipped that currency tradi ng was "a gangrene that
shoul d be chopped of f".

In his speech, Dr Mahathir also took a swi pe at sone foreign nedia
reports on Mal aysia's sel ective capital controls highlighting, anong
others, the "great econom st MIton Friedman" telling the world that
Mal aysi a' s nove was t he "worst possi bl e choice".

The Prime M nister's speech entitled "Wy Ml aysia's sel ective currency
control s are necessary and why t hey have worked" was at a synposi umon t he
first anniversary of the capital controls.

Anong those present were "M Yen" Dr Ei suke Sakaki bara, who i s now
speci al adviser to the Japanese Fi nance M nister, former Gernman Vice
M ni ster Dr Heiner Fl assbeck and Wrl d Bank seni or advi ser Amar
Bhat t achar ya.

The Prine M ni ster gave a detail ed account of events | eading to Sept 1,
sayi ng the deci sion to abandon 30 years of committed currency orthodoxy
was nmade on Aug 6 | ast year.

This cane "after nonths of detail ed di scussion and nore than two dozen
neeti ngs".

Dr Mahat hir nentioned Mal aysia's "singl e-nobst devastating m stake" of
cutting government fiscal spending by 21 per cent and how t he
I nternati onal Monetary Fund had not done anythi ng worthwhil e for other
bel eaguered econoni es i n East Asi a.

He said gl oony prediction that followed pointed to a massi ve capital
flight, rush for USdollars, highinterest rates, ranpant corruption, an
unstabl e ringgit which woul d be forced to deval ue and bl ack market in
every nook and corner.

"Needl ess to say, the stock market would go into a further tail spin.

"Mal aysi an shares will not be worth one sen," he said.

Now, the strong but sel ective currency controls i ntroduced 366 days ago
had borne fruit, he added.

Dr Mahathir said the controls had been successful because, anong ot hers,
it was a soft systemwhi ch was not draconi an, heavy-fisted or punishing;
the country's export drive was successful and that the nove was to
guarantee stability of the ringgit and not its val ue.

Responding to arguments that | M--assisted econom es have done as well as
Mal aysi a wi t hout having to resort to currency controls, Dr Mahathir said
the country did it wthout massive debt or auctioning off of "precious"
corporations to foreigners at fire-sale prices. "And without having to
bend and to bow to anyone, wi thout having to kiss anyone's feet."

He sai d Mal aysi a has now recei ved t he ni cest praises, sonetinmes, from



the nost unlikely places.

He said external factors had hel ped a great deal. "The hedge funds have
taken a hasty and forced retreat after the LTCM (Long Term Credi t
Management hedge fund) fiasco.

"Their bankers and bankrollers have becone much nore cauti ous.

"The currency stability in East Asia and t he econom c recovery of the
East Asi an economies has been a great help."

Dr Mahat hir said the Conposite | ndex of the Kual a Lunpur Stock Exchange
(which traces the performance of the 100-quality counters) had shot up
fromthe 302-mark in August |ast year to over 870 by the first week of
July this year.

"I't has since corrected. | have every confidence that it will shortly
begin its upward march once again."”
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