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WATCH MAHATHI R S ACTI ONS ON M SI AN ECONOMY,  SAYS MORGAN STANLEY

By: Tham Choy Lin

SI NGAPCRE, Feb 14 (Bernanma) -- M chael Dee, Mdrgan Stanl ey Dean
Wtter's newregional chief here, says international investors should watch
what Mal aysia's Prime M nister Datuk Seri Dr Mahat hir Mohanmad does for the
country rather than his rhetoric.

Dee, who was appoi nted t he new chi ef executive officer of the Singapore
office for the global financial services firmlast nmonth, said
i nternational investors were often wary of the Mal aysi an | eader's
provocative and direct speaki ng manner.

Descri bi ng Mal aysi a as one of the nost m sunderstood countries by
international investors, he said capital controls, introduced by Dr
Mahat hir during the Asian econonic crisis of 1998, had worked for the
country.

He al so gave top marks to Bank Negara Mal aysi a under governor Datuk Dr
Zeti Akhtar Aziz and the National Econom c Action Council (NEAC), which was
set up to haul Malaysia's econony out of the crisis.

"People don't really appreciate the | evel of professionalismat Bank
Negara. The technocrats (in Malaysia) are really sonme of the best in Asia
and very much exenplified by Dr Zeti," he said.

Dee also paid tribute to the people at NEAC, whom he descri bed as
pr of essi onal .

"Frankly, people get put off by Dr Mahathir's conments, which ny
conment is, watch what he does, not what he says," Dee told Bernama.

He said the Mahathir-Soros debate at the Wrld Bank in the recent past
needed to be revisited because "when you go back and read what he (Dr
Mahat hir) was saying, in many ways he was right, he really was."

As for selective capital controls, he said,"Even though it may not be
popul ar to say that, it works. And it puts another arrowin the quiver of
central bankers around the world. It's a conpletely different policy
response and t hey never took a dinme froml M (I nternati onal Monetary Fund)
noney. "

Mahat hi r and Anerican financi er George Soros had clashed during the
1997 joint IM—-Wirld meeting in Hong Kong with the Mal aysi an | eader
condemi ng the rol e of currency specul ators and calling for a curb on
currency trading.

A year later, Dr Mahathir inmposed sel ective capital controls and banned
t he of fshore tradi ng of the Mal aysian ringgit. Mal aysi a's econony had si nce
pul | ed out of the recession and the controls had been sonewhat rel axed.

Just last nonth, BNMannounced that the 10 percent exit tax on profits
retai ned for nore than 12 nont hs had been aboli shed. This means that with
effect fromFeb 1, 2001, the 10 percent levy will apply only to profits
made fromportfolioinvestnents that are repatriated 12 nonths or | ess from
the month the profits are realised.

This was a major step towards further relaxing the | evy systemon
portfolio capital introduced on Sept 1, 1998 to curtail specul ative
activity.

Asked i f Mal aysia had fallen off his firm s radar screen, especially
with the current gl oony perception for Sout heast Asia, Dee affirned that
Morgan Stanl ey Dean Wtter was still very nuch invol ved.

He stressed that there were many worl d-cl ass Mal aysi an cor porations
that it could assist, particularly in investnment banking.

As an exanpl e, he said Ml aysia never had a problemin raising



i nternational capital through bonds because the country had never ni ssed an
i nterest paynment or restricted any flow of US dollars payable to
international investors.

However, the international flow of funds into Mal aysia was still very
limted because i nvestors were nervous over currency controls and
repatriation of funds, Dee expl ai ned.

"I nvestors are nervous that what goes in, conmes out, and they want
liquidity. That is the fundamental tenet and they |i ke the idea of

certainty.

"I"mnot here to say Mal aysi a shoul d or shoul d not rel ax currency
restrictions but when Mal aysia feels that it is appropriatetodoit -- it
had said that they were not permanent -- that will certainly go a | ong
way, " he said.

In addition, Dee said it was inmportant for Danaharta Nasi onal Bhd and
Dananodal Nasi onal Bhd to continue their rol es and di spose of assets that
t hey had acquired and deci de howthey wanted to fit into the internationa
system

The two organi sations were established by the governnment during the
crisis with Danaharta taki ng over non-perform ng | oans whil e Dananodal ' s
responsibility was to hel p ailing banks.

"I think there is an awful lot of right with Malaysia and there is
still alot nore to do but you have to have a well-defined plan as howto
go about toget it and liquidity is, of course, very inportant," said Dee.

Dee j oi ned Morgan Stanley Dean Wtter 19 years ago and prior to his
posting here, he was based i n Hong Kong where he was responsible for the
debt capital markets in Asia Pacific.

The Si ngapore officeis the hub for the firm s activities in Southeast
Asi a. -- BERNAMA
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