16/ 05/ 1999

No plan to review capital controls

SHAH ALAM Sat. - The Governnent has no i nmedi ate plans to reviewthe
sel ective capital controls introduced | ast Septenber as the neasures are
working well, Prime Mnister Datuk Seri Dr Mahat hir Mhanmad sai d today.

He said the various inpressive figures on the econony, including the
bullish run of the Kual a Lunpur Stock Exchange, were the results of the
controls.

"I do not see why we would want to change them W are not obliged to
change a policy which has hel ped the country recover nuch faster than
ot her East Asian countries," he said at a Press conference after opening
the Proton total Research and Devel opnent Facility.

Dr Mahat hir, who was asked to comment on the KLSE Conposite | ndex which
surged to a 19-nonth high at 766.82 points yesterday, said the controls
may not be lifted until a reviewto the international financial
architecture was made.

On whet her he thought the market's inpressive perfornmance was only
tenmporary, Dr Mahathir said the ups and downs of the narket was a nornma
phenonenon.

"We can't stop it fromgoing up and down. But if we can reduce the
fluctuations, it will be nuch safer,"” he said, alluding to the practice of
short-selling that could influence prices.

Dr Mahathir said if sonebody decided to engage in short-selling, they
woul d nake profits but in the process destroy the econony and the
conmpani es, thus the need for the authorities to nmonitor such activities.

Dr Mahathir urged investors not to regard the stock market as a place to
ganbl e.

"When you buy a lot, the price will go up. Wen this happens, you sel
and nake profits. Then you suppress the price again and it will go down
further, than short-selling and buyi ng back."

Dr Mahathir was al so asked on ways to check the unhealthy practice of
i nvestors buying shares for short-termgains, including a proposal that
such profits be taxed while the tax on di vidend be | owered.

He said if this was acceptable to investors, the Governnent woul d have
no problemwth it.

( END)
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