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MAHATHI R- FI NANCE
MAHATHI R AGAI N SAYS GLOBAL FI NANCI AL ARCHI TECTURE HAS TO CHANGE

LONDON, Oct 6 (Bernama) -- Prinme mnister Datuk Seri Dr Mahathir
Mohamad again stressed that the world's financial architecture has to be
changed to get rid of unnecessary specul ation, or even mani pul ati on.

"In fact even (specul ator CGeorge) Soros admitted that you cannot | eave
things to the market. The market is not perfect. What we need to do is to
have proper rules and regul ati ons even for specul ative activities," he said
in an interviewwh the Financial Tines of London yesterday.

Dr Mahathir said there seened to be absolutely no restriction now

He said while capital must be allowed to fl ow across borders with no
restrictions and that it was good when it was flowing in to stinulate
econom es, what was bad was when capital was suddenly pull ed out.

Sayi ng that specul ators did not seemto have any regard for the
consequences of their actions, he said they were only thinking about how
much noney they coul d nake.

"And fromwhat | see, they have destroyed nore wealth in order to nmake
just a snmall bit for themselves...| don't see why it should be allowed at
all," said Dr Mahathir, who is now on a 10-day working visit to Britain

Dr Mahathir al so stressed that until the world found a new financia
regine that elimnated the kind of specul ative gane that these people
pl ayed, Mal aysia would have to stick with its exchange controls.

"Because we can't leave it to the narket, the market is totally
irresponsible and all they can think of is how much noney they can nake for
t hensel ves, " he expl ai ned.

As far as capital controls were concerned, he said people could bring
money in and out of Malaysia quite easily nowif they wanted to invest in
t he stock market.

"The only thing that they are asked to do is pay a 10 per cent tax on
the profits that they take out of the country. That is all. And that is
very mnimal because profits are not very big. There is no tax on capital
gains. So they nake a Il ot on capital gains. So there is practically no
restriction on the flow of short termcapital."

As far as investnment in productive capacity was concerned, Dr Mahathir
said there was no control whatsoever. People can cone in and i nvest and
take out their noney if they want to.

The prinme minister also said that he believed that speculation in
currenci es needed to be regul at ed.

"That is entirely possible. This is one area where they tell us you
nmust be transparent, but they thenselves are far from being transparent.
You don't know where they are. You don't know how nuch nmoney they have, how
they are operating, what actually they are doing, how they nmani pul ate these
things. You don't know.

"I't should be open to everybody and banks shoul d not give such huge
| everages. It can be as much as 200 tinmes. In the case of LTCMit ran into
trillions of dollars. It's ridiculous that banks could risk so much noney
with these funds and as we can see things can go wong. Wen they go w ong
their cronies have to nove in to help themout."

Dr Mahat hir when asked on the present state of reformof the financial
architecture felt that people did not seemto see it as urgent.

"And we find that the M- (International Mnetary Fund) is quite
resistent to it, although, strangely, people |ike (George) Soros did
mention the need to have sone regul ation of the currency narkets.



"But the general feeling anong countries that can be subjected to
attack is that there should be some regul ation. But countries that are rich
and do not feel that they are at risk feel that everything is OK and
they' re making a | ot of noney." -- BERNANVA
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