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PM Asia will recover conpletely, may even be stronger in 10 years

Har dev Kaur in Tokyo

PRI ME M ni ster Datuk Seri Dr Mahat hir Mhanmad says Asi an economi c recovery
will be complete in five to 10 years and it (the region's econony) nay
even end up be stronger than before the crisis.

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

Specifically on Ml aysia, he was asked whether the recovey was due to
the strong Mal aysi an economi ¢ fundanentals or the inposition of the
sel ective capital controls.

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

"It 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 that when Mal aysi a i nposed sel ective capital controls and
fi xed the exchange rate, currency traders were frightened that other
countries in the region mght follow Mal aysia's policies.

They stopped mani pul ating or specul ating and as a result, other
currencies also stabilised at about the tine that Malaysia stabilised its
exchange rate.

Then there was al so the fear that other countries m ght foll ow Ml aysi a
and coupled with lessons fromthe debacle of the US-based Long Term
Capital Managenent, this |led nany to question the damagi ng rol e of hedge
funds.

The LTCM failure was a | esson to many. Many realised that hedge funds
and specul ators not only damaged snmall countries |ike Malaysia but could
actual |y damage the economni es of devel oped countri es.

Dr Mahathir rem nded the audi ence that many peopl e tal ked of the strong
fundanent al s of the Mal aysi an econony today.

But in 1998, everyone said that Ml aysia was a bad pl ace where the
peopl e were corrupt and practicing cronyism

An | ndonesi an journalist asked the Prinme M nister whether Ml aysia's
controls woul d be suitable for his country. He prefaced his question by
saying that a survey of |ndonesians showed that 70 per cent of the
respondents would like to see a simlar policy inplenented.

Dr Mahathir replied: "I dare not say that it will work for every
country. | believe the situation in Indonesia is different fromthat in
Mal aysia with regard to control over the receipts of sale of anything that
is produced in the country."

In Mal aysia, all proceeds fromthe sale of goods abroad is brought back
in foreign currency and deposited with the central bank.

In the case of Indonesia, it is understood that the recei pts may not
cone back to I ndonesia but instead go to a third country, which nmeans that
I ndonesia will not be able to accumul ate reserves.

Dr Mahathir al so urged Japan to assert itself as the region needed its
i deas and | eadership

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



goods.

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

Replying to a question by a nmenber of the Nagoya Juni or Chamnber of
Conmerce, Dr Mahathir said that there was a ti me when Japan exerted itself
and |l anded itself in war which it lost. And since then, it becane
extremely cauti ous.

"In fact Japan has taken the view that it nust never exert itself
because of that one m stake sone 50 years ago

"W all make m stakes. Just |ike anyone el se, Japan can be right
soneti nes and wong soneti nes.”

After the war, Asian countries recovered strongly, he pointed out.

"W nust be doing sonmething right. We cannot be doi ng everything wong
and yet grow at such a rapid rate. Asian countries were even referred to
as "Asian Tigers".

"But now we are told that everything we did was wong. And a | ot of us
take that view just because others said we were wong. | don't think we
were wong. |If we were wong, we would never have grown."

Dr Mahathir stressed that Japan was not wong in its adoption of a
growth strategy, as it had benefited not only Japan but the whole of East
Asia and indeed the rest of the world.

"l do hope that Japan will not think of itself as a country that was
wong in the ast war and therefore nmust pay the price forever and ever."
He said he had been cited for saying quite openly that Japanese Prine

M ni sters need not apol ogi se for what happened 50 years ago.

"I don't see the Germans doing this, | do not see the Italians doing
this. | wonder why Japan still sees the need of doing this.

"You are not wong today. You rmay have been wong before. So if you are
not wong today pl ease assert yourself because we need sone assertion of
i deas by Japan.”

In reply to anot her question Dr Mahathir said Singaporean conpani es
coul d al ways invest in Ml aysi a.

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

But when it failed inits efforts to invest in Malaysia' s Tinme dotCom
Bhd "they assume it nust be bad bl ood".

On the other hand, Dr Mahathir pointed out that Singaporeans were anong
the bi ggest foreign investors in Ml aysia.

The Prime Mnister later visited the Mtsubishi Mtors Corporation
show oomin Tokyo

Earlier in the day, Dr Mahathir, together with other Asean | eaders held
di scussions with the Japanese Prinme M nister Yoshiro Mori
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