10/ 06/ 2000
"Region will recover fully, may even be stronger in a decade

Hardev Kaur in Tokyo

TOKYO PRI ME M ni ster Datuk Seri Dr Mahat hir Mohamad says Asi an econormic
recovery will be conplete in five to 10 years and it (the region's
econony) may even end up be stronger than before the crisis.

"We may be able to catch up with Europe and Anerica, if countries in the
region learn |l essons fromthe past,” he said inreply to a question at the
Ni kkei Conference on The Future of Asi a.

Specifically on Ml aysia, he was asked whet her the recovey was due to
the strong Mal aysi an econom ¢ fundamental s or the inmposition of the
sel ective capital controls.

Dr Mahathir replied that the selective capital controls and the fixed
exchange rate turned around sentinments and stopped nani pul ati on of the
exchange rate by currency traders and enabl ed t he Mal aysi an econony to
recover.

"I't is too much of a coincidence to say that it was sonething that just
happened. W don't think it just happened," he said.

He expl ai ned t hat when Mal aysi a i nposed sel ective capital controls and
fixed the exchange rate, currency traders were frightened that other
countries in the region mght foll ow Mal aysia's policies.

They st opped nmani pul ati ng or specul ating and, as a result, other
currencies al so stabilised at about the tinme that Malaysia stabilisedits
exchange rate

Then there was al so the fear that other countries m ght foll ow Mal aysi a
and coupled with I essons fromthe debacl e of the US based Long Term
Capital Managenment (LTCM, this | ed many to question t he damagi ng rol e of
hedge funds.

The LTCMfailure was a | esson to nany. Many realised that hedge funds
and specul ators not only damaged smal |l countries |i ke Mal aysi a but coul d
actual |y danage the economni es of devel oped countri es.

Dr Mahat hir rem nded t he audi ence t hat many peopl e tal ked of the strong
fundanent al s of the Mal aysi an econony today. But in 1998, everyone said
t hat Mal aysi a was a bad pl ace where t he peopl e were corrupt and practi sed
cronyi sm

An | ndonesi an journalist asked the Prime M ni ster whether Mal aysia's
controls woul d be suitable for his country. He prefaced his question by
sayi ng that a survey of Indonesi ans showed that 70 per cent of the
respondents would like to see a simlar policy inplenmented

Dr Mahathir replied: "I dare not say that it will work for every
country. | believe the situationinlIndonesiais different fromthat in
Mal aysia with regard to control over the recei pts of sal e of anything that
is produced in the country."

In Mal aysia, all proceeds fromthe sal e of goods abroad i s brought back
in foreign currency and deposited with the central bank

In the case of Indonesia, it is understood that the receipts may not
conme back to Indonesia but instead go to a third country, which neans that
I ndonesia will not be able to accurnul ate reserves.

Dr Mahathir al so urged Japan to assert itself as the region needed its
i deas and | eader shi p.

The strategy adopted by Japan had enabl ed poor countries to buy goods at
cheaper and affordabl e prices. But if Japan had adopted the western
busi ness phil osophy, which is to nmake as much margi n as possi bl e and not
care for the market share, poor countries would not be able to afford the



goods.

"We are thankful that Japan adopted its own strategy. It has done us a
great deal of good."

Inreply to anot her question Dr Mahat hir sai d Si ngaporean conpani es
coul d al ways invest in Ml aysi a.

He tol d participants that when Si ngapore Tel econmuni cations Ltd failed
to buy a stake in Hong Kong's Cable & Wrel ess, no one said this was
because there was "bad bl ood bet ween Hong Kong and Si ngapore".

But when it failedinits efforts to invest in Malaysia's Tinme dot Com
Bhd "they assune it must be bad bl ood".

Dr Mahat hir poi nted out that Singaporeans were anong t he bi ggest foreign
i nvestors in Ml aysi a.

The Prime Mnister later visited Mtsubishi Mtors Corp's showoomin
Tokyo.

Earlier in the day, Dr Mahathir, together with other Asean | eaders hel d
di scussi ons with Japanese Prine M nister Yoshiro Mori.
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