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Unenvi abl e t ask ahead

A Kadir Jasin

JUST in case there are aspirants in the Cabi net who are green with envy
over the appoi ntment of technocrat Tan Sri Nor Mohaned Yakcop as Second
Fi nance M ni ster, they shoul d take a deeper | ook at the chal |l enges ahead
and ask if they are up to it.

Wth Prime M nister Datuk Seri Abdul | ah Ahnmad Badawi in control of the
Fi nance M nistry, a capabl e assistant cones in handy. Financial and
nonet ary managenent has gai ned new i nportance in the post-1997/98 regi ona
econom c crisis period.

Apart fromFinance, the Prinme Mnister is al so responsible for the Hone
portfolio. These are big, inportant mnistries and good hel pers are
needed.

Whi |l e Nor Mbhaned is neither a politician nor an experienced
busi nessnman, he has wi de exposure to econom ¢ and fi nanci al managenent,
thanks to his long tenure at Bank Negara Mal aysi a.

He is nostly renmenbered as the influential adviser - equivalent to
t oday' s assi stant governor - to the central bank back in the 1980s and
early 1990' s when he was the whiz kid of foreign exchange trading.

Away fromprying eyes, Ml aysia had for decades been active in foreign
exchange (forex) trading. This was due largely to the fact that as a
successful trading nation, it amassed a huge anount of foreign currencies
that had to be constantly traded and hedged to keep their val ue intact.

Except for one known case i nvol vi ng Mal aysi a M ni ng Cor poration ( MVC)
sone tinme in the 1980s, the forex trading activities involving the
Governnent and its agenci es had been benefi ci al

But as the newy appointed Group Editor-in-Chief of The New Straits
Ti mes Press (Mal aysi a) Bhd, Datuk Kalinullah Hassan, wote in his profile
of Nor Mohaned on Jan 8, it (forex trading) was fine until the Maastricht
treaty sent the European currencies, in particular the sterling poundin
whi ch financi er George Soros betted agai nst, reeling.

Bank Negara suffered billions of ringgit, forcing the then Governor, the
late Tan Sri Jaafar Hussein, to take responsibility and resign. Nor
Mohanmed fol | owed suit.

Deputy I nformation M ni ster Datuk Zai nuddin Maidin, a close friend of
Nor Mohamed, said in bringing hi mback as Speci al Fi nance Advi ser,
previous Prinme M nister Tun Dr Mahat hir Mohamad di d what he was fanous for
- make use of the good side of people and forgive their shortcom ngs and
shortfalls.

Thus, the Butterworth-born technocrat nmade a dramatic comeback during
the 1997/98 crisis foll owi ng what was beli eved to be his ground-breaking
advice to Dr Mahathir on the post-crisis nonetary policy. It led to the
i mposition of thelimted currency control and pegging of theringgit to
the US dollar in Septenber 1998.

Accordi ng to Zai nuddin, or Zamas he i s popul arly known, one day towards
the end 1997, Nor Mohaned pl eaded with himto go with himto Buenos Aires
to see Dr Mahathir, who was then on an official visit to South Aneri ca.

Accordi ng to Zai nuddi n, Dr Mahat hir had asked Nor Mohaned to nmake an
urgent trip to Argentina to brief himon forei gn exchange and currency
tradi ng. Nor Mohamed nade the trip mnus Zai nuddin and there was a
wi despread belief afterward that the briefing he gave hel ped Dr Mahat hir
tilt the argument in favour of Mal aysia going it al one as opposed to
followi ng the I nternational Mnetary Fund (I MF) nmet hods favoured by the



t hen Deputy Prine Mnister and M nister of Finance Datuk Seri Anwar
| br ahi m

What ever the case, the resurrection - for lack of a better term- of Nor
Mohaned i s sensational. For that reason alone, the challenge for himto
performcan only be descri bed as nonunental .

Whi | e much of the problens associated with the 1997/98 crisis have
| argel y been sol ved and t he econony is on the path of sustained recovery,

i ssues concerni ng governnment finances and nonetary policy need i medi ate
attention.

The deficit of the Federal Government budget, while withinthe ability
of the econony to sustain, has beconme a source of worry, bearing in mnd
that only a few years ago the expressed policy of the governnent was for a
bal anced budget.

As acknow edged by Dr Mahat hir when presenting t he 2004 Budget, the
Governnent m ght not be able to achi eve the objective of a bal anced budget

by 2005.
For the current year, the budget deficit is being targeted at RML3. 4
billion or 3.3%o0of the Goss Donestic Product (GDP), an i nprovenent over

the RM0.8 billion or 5.4%of CGDP estimated for 2003.

Wth the banking systemhighly Iiquid, raising noney to finance the
deficit and continuing with a reasonably high | evel of public sector
expendi ture may not be a maj or probl emas the success of Khazanah Nasi onal
Bhd' s recent bonds issue had shown.

But such an exercise takes tinme and has to be careful |l y wei ghed agai nst
mar ket condi tions, whereas the Governnment's requirenent for noney can
sonetimes be i medi at e.

The speedy recovery of the economy post-1997/98 coul d have given rise to
such euphori a anong gover nnment econom ¢ and fi nanci al pl anners that they
over-estimated the capacity of the governnent to raise revenue through tax
col l ection.

The recent news itenms concerning the collection of tax and ot her
government revenues, if accurate, are a source of concern. Such a
shortfall can only worsen the Governnent's cashfl ow probl em

According to Deputy Fi nance M ni ster Datuk Dr Shafie Mohaned Sal eh, out
of the target of RVbO billion set for 2003, only RM44 billion nanaged to
be coll ected. The Internal Revenue Board is setting the sane target for
the current year.

And above all, with the general election comng - perhaps as early as
March - the Governnent has to nmake sure that devel opnment expenditure is
not affected by any short-termcashfl ow probl em

Inthe longer term there is the issue of the country's gl obal
conpetitiveness, the slowi ng down of foreign direct investnment (FDI)
inflowand growing rift between the rich and the poor that require serious
attention. The issue of racial econom c inbal ance too has to be re-
addr essed.

Thus, while he may not have bargai ned for such a conpl ete
“rehabilitation' and ot hers may be envi ous of his appoi nt nent, Nor Mohaned
can be sure that he is |l anded with one of the nost chall engi ng tasks t hat
any Cabinet Mnister can hope to face.

He is al so a good choice as he is in a position to provide continuity
bet ween t he economi ¢ and financi al managenent of the Mahathir era and t hat
of the new Prine M nister.

As Speci al Finance Adviser to Dr Mahathir fromMuy 2000 until the
latter's retirenent in October, Nor Mohamed has sufficient know edge and
i nformati onto hel p strengthen governnent finances, readjust expenditure
priority and reinforce the recovery of the econony.
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