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An unregul ated gl obal market knocks Soros out

Har dev Kaur

CURRENCY and r ogue specul at or George Soros had cal | ed Prine M ni ster Dat uk
Seri Dr Mahat hir Moharmad "a menance to his own country" for pointing out
the key role currency specul ators played in the financial crisis of 1997.

Dr Mahathir was also called a "lunatic" and sonmeone who di d not
under st and econoni cs and the financial markets.

At the sanme tine, the unorthodox policies adopted by Ml aysi a did not go
down well with currency specul ators such as Soros or the international
community and nul til ateral | endi ng organi sati ons such as the I nternationa
Monetary Fund (I MF).

The Mal aysi an renedy may not be conventional wi sdombut it saved the
country rmuch pain and agony suffered by countries that adopted the
conventional "one size fits all" and "cookie cutter policies" inreturn
for assistance fromthe | MF

Soros, whomDr Mahathir called a "noron", had predicted that Ml aysia
woul d be brought to its knees with the unorthodox policies and that narket
forces should be allowed to "run free"

Soros and others |i ke hi mare not concerned about the plight of people
and human bei ngs - just nmaking noney. According to the Financial Tines,
Soros admits to being ruthless mainly because he dealt with abstractions -
nunbers on a screen

Mal aysi an policies, which were severely criticised, were designed to
ensure that the people, and especially the poor, did not suffer unduly or
| ose their jobs and livelihood. The results of the unorthodox policies are
there for all to see

However for Soros, the very same "nunbers on the screen” and free market
forces have now dealt a severe blowto his investnents, forcing himto
wi t hdraw fromt he market whi ch he now descri bes as being "too volatile"

"Instead of acting |ike a pendul um financial markets have recently
acted | i ke a wecki ng ball knocki ng over one country after another,” Soros
testified to Congress.

It is the sane Soros and rogue specul ator who once brought the Bank of
Engl and to its knees and reaped STGL billion in the process. He al so
specul ated in the currenci es of a nunber of countries, including poor
devel opi ng countries, causing untold msery to mllions of innocent
children, wonen, old and t he weak.

Al nost two years since the inposition of the "unorthodox” policies, the
situationis vastly different fromwhat had been "predicted and forecast™
for Mal aysi a.

The Mal aysi an econony is up and running: the first quarter G oss
Domestic Product (GDP) is growing at 11.7 per cent, foreign reserves of
US$33.4 billion are sufficient for five nonths of retained inports,
inflationis |ow consurmer confidenceis ontherise, the manufacturing
sector is hunm ng and t he banks and corporate sector are on the nend.

Soros, on the other hand, is out of global market specul ati on and wants
to manage his investnments "in a nore conservative manner". The assets of
his two funds were slashed in a matter of weeks. H s Quota Fund shed 33
per cent while his flagship Quantum Fund was down 32 per cent in March and
the first two weeks of April this year

Al told, the two funds are estimated to have been reduced by US$5
billionin just one nonth. The nunbers on the screen have cone back to
haunt him In 1998, Soros is said to have presi ded over assets worth nore



than US$20 billion.

The battered QuantumFund i s to be renamed Quant um Endowrent Fund and
Duncan Hennes, the chief executive officer, will oversee its risk
managenent. Many of his managers have, nmeanwhile, left to set up their own
busi nesses or funds.

Wil e Soros' s "reserves" have been eroded, Mal aysia's foreign reserves
have risen froma | ow of US$20.2 billion at the end of August 1998 to nore
than U$33 billion at present.

The Times of India inan article titled "Mahathir runs ringgits around
Soros" says Dr Mahathir has not only worsted Soros but al so di scredited
t he doonmsayers who feared for Mal aysia's future because of the Prine
M nister's go-it-alone strategy.

"What he (Dr Mahathir) did to not only pull back Ml aysia fromthe brink
but al so spectacularly reviveits econony inrecordtimeisrepletewth
| essons.

"Mal aysia's recovery is alnost as dramatic as it is full-blooded. Today,
the ringgit is once again stable, pegged at 3.80 to the dollar - it would
be stronger if made convertible. And "Dr Mahathir's vision' is the tal k of
the worl d financial community. The Czars and Cassandras are tal ki ng about
a newm ndset triggered by Dr Mahathir's acconplishnent. Inastartling
reversal, the World Bank has given up its opposition to short-termcapital
controls.

"Mal aysia is richer and Dr Mahathir the winner. Soros ... the poorer for
the lessons ... Maybe it is tinme to | ook at other econom c i deas of Dr
Mahat hir," The Ti nmes of |ndia concludes.
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