09 JAN 2003
FDI - ECONOWY
FDI S FAR SUPERI OR THAN SHORT- TERM PORTFOLI O CAPI TAL

PUTRAJAYA, Jan 9 (Bernama) -- Foreign direct investnments (FDIs) are far
superior than short-termportfolio capital flows in financing economc
devel opnent, Laura D Andrea Tyson, Dean of the London Busi ness School,
sai d here today.

FDI's provide for patient long-terminvestors, transfer of technica
expertise, encouragenent of exports and conpl enentation of trade openness,
she said at a one-day gl obal forumon gl obalisation and the world economic
out | ook thened "Conpeting in a G obalised Wrld: Beconing a Wrld-d ass
Pl ayer."

She cited the situation in Argentina which was once the darling of
foreign investors, but they withdrew their funds suddenly and |l eft the
country to face a depression right now.

Tyson, who was the national econom c adviser in the Cinton
adm ni stration, said short-termcapital flows were also erratic and could
move out of a country quickly and easily.

However, she said in the | ast decade or so, industrialised countries
had attracted 70 pcercent of the FDI's

But |ast year, China had enmerged an inportant destination for FD s,
taking an estinmated US$50 billion (RML90 billion).

As such, she said other energing market econoni es would have to | ook at
i mproving ways to attract FD s.

Referring to the sudden reversal of portfolio capital flows, she said
the international agencies were | ooking at ways to prevent this by
initiating a standstill on such noves.

Much progress on the standstill proposal has been nade, she said.

To a question fromthe floor on how effective Prine Mnister Datuk Seri
Dr Mahat hir Mohamad was as an econonist, she said he has been very
successful as reflected by the | evel of econom c devel opnent in the
country.

Much credit in the inproved | evel of education, trade openness and
sound econom ¢ devel opnent could be attributed to the Mahathir
adm ni stration, she said. -- BERNAMVA
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