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Yuan deval uati on now not harnful: PM

A SLI GHT deval uati on of the Chinese yuan nowwi || not adversely affect
East Asi an economi es, Prine M nister Datuk Seri Dr Mahat hir Mohamad says.
The deval uation of the currencies of East Asia has effectively reval ued
t he yuan, rendering China | ess conpetitive.
It is not fair to expect China not to deval ue the yuan forever, Dr
Mahat hi r said, noting that "while China has hel ped economnies in the region
recover by not deval uing the yuan, the Chinese currency has becone nore
expensive as aresult of the deval uati ons of the ot her Asian econom es”
Had t he yuan been freely convertible, currency traders woul d have
attacked it and pl unged Chi na and East Asia into an even worse turnmoil and
recession, the Prime Mnister saidin his nonthly colum in the Japanese
dai |y, Mainichi Shinbun
"As it is, they tried to attack Hong Kong instead, in an effort to
destabi |l i se Chi na. The Hong Kong Gover nnent departed fromits | ai ssez
faire policy and defended the stock market strongly.
"The attack fail ed but Hong Kong's econony and its reputation has been
damaged, " Dr Mahat hir sai d.
He t hanked Beijing for "hol ding steadfastly to its prom se not to
deval ue the yuan...Chinais a friend i ndeed, much nore so than sone ot her
so-called friends".
On t he Mal aysi an econony, Dr Mahathir said indications are the econony
isinmproving rapidly and i s expected to achieve the targeted 1 per cent
gross donestic product growth this year
"It is expected that the growh in year 2000 will be around 5 per cent,"
he sai d, adding that the rebound is due to the selective capital controls
Mal aysi a had i nposed | ast Sept enber.
"But our detractors di sagree and poi nt out that the economni es of other
East Asian countries are al so recovering.
"They say that even wi thout controls, Ml aysi a woul d recover," he sai d.
The fact is East Asian econoni es are recovering because the currency
traders stopped nani pul ating the regi on's currenci es.
The economi es of South Korea and Thail and have recovered and even the
rupi ah has strengthened, "but Mal aysia's recovery is earlier and
stronger,"” Dr Mahathir said
When Mal aysi a i nposed t he exchange controls, there was fear that other
countries would followsuit if the attacks conti nued.
It was also at this tine that the US-based Long Term Capital Management
Fund col | apsed, threatening to destabilise the financial systemof the
rich countries, he added.
Mal aysia will not Iift the controls for now.
"I'f and when currency trading is rendered | ess harnful to energing
econom es, Malaysiaw |l lift its selective capital controls. Until then,
the controls will remain in place and will be defended and kept effective
by what ever neans that Mal aysia has at its di sposal.
"No one should tell us when we should lift the controls," he said.
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