10/ 06/ 2000
Mal aysia interested only in systens that work: PM

Hardev Kaur in Tokyo

TOKYO, Fri: Prime Mnister Datuk Seri Dr Mahat hir Mohamad sai d yest er day
Mal aysia is interested only inresults, not systens, stressing that no
matter how good a systemis, if it delivers a bad result "we are not goi ng
to stick toit".

"Call us heretics if youlike. We are willing to be called ignoranuses,
but for us if the result is bad then we nust assune the systemis bad and
we will throwit out."

Dr Mahathir said this in his speech at the sixth N kkei Conference on
"The Future of Asia - Asia's Resurgence for the New M || enni unt'.

"You nmust forgive Malaysians i f we don't think much of the floating
exchange rate, if we believe that fixed exchange rates are better," Dr
Mahat hir tol d t he audi ence conpri sing corporate | eaders fromJapan and t he
regi on.

Hi story has denpnstrated howthe fixed exchange rate of the Bretton
Wyods regi ne had enabl ed the world to recover fromthe traunma of World War
Il. The world experienced the | ongest sustai ned hi gh econoni ¢ grow h.
Vanqui shed Japan and Germany, grewthe fastest, he said.

Mal aysi a has al so benefited fromit.

The fl oating exchange rate on t he ot her hand brought two decades of
post-war growh to a halt and Mal aysia suffered grievously fromits
mani pul ati on by rogue currency traders.

Unli ke the fixed exchange rate, the free float of currencies is not a
"creature of Bretton Wods". It was not the result of serious study,
debate and internati onal agreenent.

Under the Bretton Wods agreenent, the US dollar was to be worth 0. 350z
of gold and the rest of the world's currencies woul d be pegged toit. This
t he powerful countries subsequently reneged upon, |eading to the
i ntroduction of the floating rate.

The US was involved in an intractable and costly war and was forced to
abandon t he bal anced budget. It accepted a de facto deval uati on and went
of f the gold standard as it seemed the market was the right place to fix
the value of its currency.

What people forget is that the market is never perfect, as demand and
supply can al ways be mani pul ated, the Prime M ni ster said.

What ever the arrangenent and reasons for the floating rate, it was
definitely not good for the world' s econony.

"We were never consulted about it, we entered into no international
agreement. Ot hers renege on their undertakings. Why can't we?" Dr Mahathir
sai d.

When Mal aysi a decided to fix the exchange rate for the ringgit agai nst
the US dollar, "we were roundly condemmed as stupi d people who do not
under stand finance", he added.

Mal aysi ans were told that they would "fall flat on our faces and have
themrubbed in the nud as well. Qur econony woul d col | apse. W& woul d be
begging for help fromthe | M- and the whole financially civilised world",
he said.

The Prine M nister assured his audi ence that the country has turned
around and "Ml aysia i s doing nicely, thank you".

( END)
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