09 SEP 1999
SI NGAPORE- EDI TORI AL
REFORM OR OTHERS MAY FOLLOW MALAYSI A''S LEAD I N NEXT CRI SIS

SI NGAPORE, Sept 9 (Bernama) -- Singapore's Straits Tinmes newspaper said
the international financial systemshould be reformed or other countries
may be tenpted to follow Malaysia's |lead in using capital controls when the
next crisis strikes.

Whi | e acknowl edgi ng Mal aysia's success with the controls, the newspaper
saidinits editorial today, titled "A qualifed 'yes,but'", capital
controls are not a viable long-termpolicy option

Mal aysi an Prinme M nister Datuk Seri Dr Mahathir Mhanmad announced
sel ective capital controls in Septenber |ast year to protect the country
fromspeculators and the | atest economc figures confirnmed the country was
out of the recession.

Said the state-linked newspaper: "The international conmunity should
give himcredit for having pulled off his coup, yes, but it should al so
institute reforns to renove the need for sinmlar future coups. One Dr
Mahathir is just a 'heretic'; two, three or nore could nmean trouble.”

It said while Ml aysia had used the controls to restructure its banks,
it had al so took advantage of themto avoid real reforms on other fronts.
"Wl | - connect ed conpani es continue to be favoured over others, corporate
governance is still not altogether transparent and questionable policies
are still protected."

Real reforns in Ml aysia or el sewhere are unlikely unless governments
and corporations submt thenselves to the discipline of the market, it
added.

The newspaper said |ong after the dust had settled on Dr Mahathir's
controversial stewardship of his country through the financial crisis, the
fact that he had resisted the International Mnetary Fund-Washi ngton
consensus on capital account convertibility and "lived to tell the tale
will remain his | egacy".

"When the next crisis strikes, other countries may be tenpted to foll ow
his lead. Dr Mahathir's seem ng success adds to the argunent that the
i nternational financial systemneeds to be refornmed,” it said.

Pointing out that the first anniversary of the controls passed with
barely a ripple, contrary to predictions of massive capital flight, the
newspaper said many mai nstream econom sts had m ssed the mark in arguing
that Mal aysia's recovery cannot be traced to capital controls.

"The real news here, the fact which should worry the Internationa
Monet ary Fund-Washi ngt on consensus on capital account convertibility is
this: Capital controls did not (repeat: did not) do any real harm" it
added.

It said the experts who said the controls were irrel evant were the very
sanme people who predicted nothing less than "hell fire and dammation as
Mal aysia's just reward a year ago".

"But that did not naterialise. Malaysia was a pariah for a while, but
not for long. A black market did not develop, foreign direct investors did
not flee the country, and even the foreign portfolio investors are now back
in force on the stock exchange," it said. -- BERNAVA
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