16 JUN 1999
NEAC- CNBC
NEAC ADMONI SHES STRATEG ST FOR WRONG PROGNGCSI S

KUALA LUVPUR, June 16 (Bernama) -- The National Econonic Action Counci
(NEAC) has adnoni shed regi onal independent strategist David Roche for his
derisive comentary on Ml aysia's economic policy which it said was
obvi ously pl agued by his known personal enmity of Prine Mnister Datuk Seri
Dr Mahat hi r Mohamad.

"Roche's derogatory views on the Ml aysi an | eadership and its handling
of the econom c crisis have been tediously repeated,” the council said in a
strongly-worded letter faxed to Martin Soong of CNBC Asi a yesterday.

Expressing regret that CNBC deci ded to sensationalise the Prine
Mnister's interview by airing Roche's coments i medi ately after the
interview, it said that "given his persistent denigration of the Prine
M ni ster, one wonders if M Roche harbours a deeper political grievance."

Al t hough hi s bias has been challenged in the past, the best refute is
in the current perfornmance of the Mal aysi an econony itself, reflected in
third party endorsenent by foreign banking and i nvestnent anal ysts, NEAC
sai d.

As for CNBC itself, the council said that "if this progranme scheduling
was ained sinply to i nprove CNBC s audi ence ratings, we can only concl ude
that sincere efforts to acconmobdate your interview request was returned by
intentions of deliberate ridicule and ill-will."

The NEAC stressed that Roche's consistently wong prognosis on Ml aysia
and refusal to recognise the real and fundanmental progress the governnent
has achieved "will deny himany future credibility."

"On hindsight, an arncthair comentator such as M Roche has the
privilege to say Mal aysia was |ucky that international financial conditions
changed councidentally at that tinme," the council said.

He cites South Korea and Thail and as successful cases that did not
resort to capital controls.

"It should be noted that Thail and has a | ower G oss Donestic Product
(GDP) forecast than Mal aysia, and nore than coincidentaly, M Roche forgets
to mention I ndonesia, which does not fit well in his anti-capital controls
t heory.

"Lest M Roche forgets, economics is only part of the equation to
successful governance. Wat poses an arguably greater and nore conpl ex
challenge is to maintain stability and harnony within a nmulti-ethnic
society during difficult tinmes such as these,” it said.

That his prognosis does not hold water was evident by his editorials in
certain publications | ast Decenber where predicted "Malaysia's |iving
standards woul d plumet"” due to the inposition of selective capital
controls leading to "social upheaval that will will force M Mhathir to
go..."

On the contrary, Ml aysia's econony was once agai n begi nning to take
of f after a year of painful recession thanks to econom c recovery neasures
plus the controls it took without dependi ng on neddling outside help

Roche al so presented absurdly pessinmistic figures whereby for instance,
he said Mal aysia had a current account deficit in 1998 when t he opposite
was true with the country chal king up a surplus of RM36.8 mllion.

| nvest ment banker Morgan Stanley Dean Wtter states that "Ml aysia's
policy mx is sound and sustainable," while SG Securities said |owinterest
rates and inflation made possible by the controls and the ringgit peg has
seen inport and export figures rise, the latter turning positive for the



first tine since July 1998, "indicating a return in consunmer confidence and
donestic demand. "

This al so has hel ped Mal aysia register a significant increase in
external resrves, fromUS$20.5 billion at end-June 1998 to US$31.2 billion
as at June 7, 1999, positive indicators which Roche seens to be oblivious
about .

HSBC Research said that Ml aysia was "ahead of all its South-east Asian
peers” due to the restructuring of bad debts and banks through asset
managenent conpany Pengurusan Danaharta Nasi onal Bhd, Dananpdal Nasi ona
Bhd whi ch woul d recapitalise weak banks and the Corporate Debt Retructuring
Conmi ttee which woul d restructure corporate debts.

"The phased and systematic approach of these special agencies does not
mean that Malaysia is ignoring i nherent weaknesses in the system

"Rather, the prerequisite of providing a solid financial base is
al l owi ng restructuring and managenent reforms to be undertaken in a | ess
destabi li sing nmanner with greater chances of success," the NEAC said.

Even the International Mnetary Fund (I MF) has adnmitted that Ml aysia
"has certainly noved quite far ahead in terns of restructuring the
financial sector and that their nacro-econonic policies are good.

The Fund's senior advisor in the Asia-Pacific Departnment, Margaret
Kelly, was quoted as saying in the letter by the NEAC that Ml aysia has
"wi sely used the breathing space provided by the controls."

It should be noted that since the introduction of selective capital
controls, foreign direct investnent continues unaffected and portfolio
i nvestnent flows have increased, fuelling a rebound in the Kual a Lunpur
St ock Exchange'S conposite index from 262 points on Sept 1, 1998 to 783
poi nts as of yesterday.

The NEAC al so said that in the political arena, Roche's acunen barely
covers, to use his phrase, "even half a postage stanp." -- BERNAMA
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