10/ 06/ 1999

Positive growh likely in April-June: PM

PRI ME M NI STER Dat uk Seri Dr Mahat hir Mohamad says he is confident that
the Mal aysi an econony will post a positive growh rate in the second
quarter of this year.

"Conpared to the sane period | ast year, we are likely to show positive
growm h," he told reporters after |aunching Pernodal an Nasi onal Bhd's

i nvest nent week and the second Amanah Saham Nasi onal in Kual a Lunpur
yest er day.

Dr Mahat hir was asked whet her Mal aysia has pulled out of recession in
view of the firmsigns of an econonic rebound of |ate.

"W will have to see ... the first quarter figures showed that our
econony contracted by about 1.6 per cent ... that is in conparison wth
the sane period | ast year

"I'n the first three nonths of 1998, there was still good growth. It was

only towards the end of the year that the econony was bad," he said,
addi ng that the Governnent is maintaining its growh forecast for the year
at 1 per cent.

Bernama reports: During a brief interview w th business journali st
Martin Soong aired over CNBC yesterday, the Prine Mnister had said he
feels vindicated now that the much-criticised capital controls are show ng
positive results in bringing about financial stability and providing
breat hing roomfor Ml aysia to haul itself out of recession

"It is not possible not to feel vindicated, when your argunments which
were contrary to the general stand seemto have worked and everybody has
admtted that it has worked," he said

Dr Mahat hir was responding to suggestions that there was a small and
growi ng consensus that Ml aysia's capital controls introduced | ast

Sept enmber were working as can be seen fromthe firmsigns of econonic
recovery.

However, he said that "unless the international financial regine was
anmended in order to prevent the kind of massive raids on devel opi ng
countries, we will not be able to lift the controls over our currency"”.
"I think the international financial systemnust be changed because we
are not the only ones who are affected,” he said when asked whet her the
controls were tenmporary neasures ai med at achieving financial stability.
"We are able to cope with it, but a lot of countries have to go through
this kind of raids over and over again. Sonme countries have been attacked
two or three tinmes, and that is not good for the world' s economny," Dr
Mahat hi r sai d.

On whet her there could be a situation where he might be willing to forgo
calls for a newinternational financial architecture in exchange for
better corporate governance which the West seened to be driving at, he
said: "It's not the corporate governance which is the problem These
countries had been governed by the sane governnment (with) the sane
policies all these years and they have devel oped very well.

"There are abuses, this of course | don't deny, but it has not prevented
them from devel opi ng very, very fast. So much so that they are known as
the Asian Tigers," he said.

"What is needed really is the change in the so-called international
financial architecture. There is no trade-off, it has to be done," Dr
Mahat hi r sai d.

Dr Mahathir has consistently called for the destructive and specul ative



operations of hedge funds to be curbed.
As to how confident he is that a new financial architecture
i ncorporating controls over currency specul ators woul d be introduced, he
sai d:
"I think they will learn their | essons. They |learned their | esson when
the Long-Term Credit Managenent (LCTM hedge fund was hanmmered and Russi a
had its (econom c) troubles.™
LTCM the New York-based hedge fund, collapsed after suffering massive
| osses in high-risk investnents, forcing the Federal Reserve to |aunch a
bail-out to the tune of US$3.5 billion (US$1 = RM3.80) by 14 financi al
institutions.
"They will learn their |esson that although they are rich, they cannot
sell things to poor people because they have nmade the rest of the world
poor," said Dr Mahathir in obvious reference to once prosperous devel opi ng
East Asi an econom es devastated by unscrupul ous currency specul ators and
hedge funds.
On whet her First Finance M nister Tun Dai m Zai nuddi n coul d once again
rescue Mal aysia's econony after having done so during the recession in the
m d-1980's, he said: "I amreally confident (of Dain), so far he has done
very well and at |east, part of the policies has been formul ated toget her
with him"
Asked if Ml aysia could get out of the recession in the second quarter
of this year, Dr Mahathir said: "Lots of people think we are going to
achi eve higher growth than we have projected."”
"W have projected a 1 per cent growh for this year but a ot of the
ot hers have projected growmh of up to 3 per cent and they may be right.
"Of course, those figures are good i ndeed and we think that achieving 1
per cent growh is not a problem" he said.

( END)
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