SPEECH BY: DATO' SERI DR. MAHATHIR BIN MOHAMAD

(PRIME MINISTER)
EVENT: THE 6th ASEAN SUMMIT

VENUE: HANOI, VIETNAM
DATE: 15 DEC 1998

TIME:

I would like to express ny deepest appreciation to

the Governnent and people of Vietnam for the warm
hospitality extended to nmenbers of ny del egation and
since our arrival. | amhappy to be back in Vietnam
agai n. I congratulate H's Excellency, Prime Mnister
Phan Van Khai, on his election as the Chairman of the
6t h ASEAN  Summit and look forward to producti ve
di scussions wunder his w se chairmanship in the days
ahead. I would also like to congratulate Prine M nister
Phan Van Khai for his wse chairmanship which has
enabled us all to welconme to nenbership of Cambodia into
ASEAN in a special ceremony to be conducted in Hanoi

It has been one year since the Second ASEAN
Informal Sunmit in Kuala Lunpur, when we discussed as a
group t he financial problens that afflicted our
respective economes. By all counts, the last year or
so has been the nost difficult and challenging period
for all of our countries. Despite our best efforts to
prevent a deepening of the problem the financia
turmoil nonet hel ess devel oped into an econom c crisis.

3. After a decade of inpressive growh, nost of us in
the region are now confronted with zero or negative
gromh for 1998. In Ml aysia, we expect our G oSS
Donestic Product to decline by 6 percent or nore this
year. At the worst point of the crisis, the Malaysian
Ringgit was deval ued by the currency traders by some 60
percent against the US Dollar while our stock market
lost two thirds of its capitalisation i.e. nore than 200
billion US Dollar. As a nation and a people, we have
become impoverished. Qur banks and corporations al nost
col | apsed.

4. In responding to the crisis, ASEAN countries have
instituted various macro-econom ¢ neasures and financia

ref or ns. Al t hough Malaysia is not a recipient of |IM-
assistance, our initial approach was to inplement a
virtual | M approach. W discovered that these measures
worsened the economic situation. And they failed to
restore foreign i nvest or confi dence. As t he
i nternational community refused to do anything, Malaysia
had no choice but to change direction on its own.



5. VWhen the financial crisis began Mal aysia called
for regulating the activities of currency traders to
prevent our econonmies fromrapid inmpoverishnent due to
deval uati on by currency trading and attacks on the stock

mar ket . Wiile capital inflow can pronote economc
growm h and inprove the wealth of our peoples, sudden and
massi ve outflow can destroy whole econom es. The

exi sting international financial systemis not equipped
to deal wth massive capital flight and the resultant
financial and economic turnoil.

6. The powers that be preferred instead to blanme the
Governments of the affected countries for all kinds of
nm sdeneanours. Instead of reining in the currency

mani pul ators they allowed themto destroy the economc
tigers in order to force themto seek help and accept
| M= prescribed refornmns.

7. Mal aysi a cannot afford to wait while the devel oped
economi es and international financial institutions
dawdl e. We have therefore instituted our own Nationa
Economic Recovery Plan. W renoved our Ringgit out of
reach of the currency speculators. W also ensured that
short selling of our shares and the consequent fall in
val ue was st opped. Rel i eved of t he t hr eat of
deval uati on and destruction of our conpanies and banks
we were able to inplenent neasures to revitalise our
econony.

8. Thr ough lowering interest rates, i ncreasi ng
liquidity, recapitalisation of banks and nanaging the
NPL as well as many other measures we have succeeded in
arresting the decline and set the econony back on the
road to recovery. VWhat we have done is nerely to
i nsul ate ourselves from the predatory specul ators.
O herwi se our econony is as open as before. For ei gn
investment can and are conming in, trade goes on
undi sturbed and profits can be repatri ated. The Kual a
Lunpur Stock Exchange remains open to foreign investors
subject only to the retention of investnents in stocks
for one year. Capitalisation of the share market has
doubl ed since the nmeasures were inplenmented.

9. I would like to point out that currency and the
share market were controlled before. W |iberalised
because we believed in the free market. But our

liberalism was abused, resulting in economni ¢ and
financi al depression. W have no choice but to reinmpose

control s. Until the international conmunity agrees on
an international reginme that will renove the kind of
dangers we have been exposed to, we wll have to

continue with our controls.

10. The recovery of our respective econonmes in ASEAN



can be expedited only in an inproved regional and
i nternational envi ronnent . Thirty vyears of ASEAN
cooperation has given Southeast Asia the stability and
solidarity which contributed to unprecedented econonic
growm h and rising standard of living. Unfortunately, the
econom c crisis severely tested the resilience of ASEAN
menber countries. Qur Associ ati on, and rel ations
between its menbers, have cone under sone strain.

11. ASEAN s responses to the challenges confronting
the region have created the inpression of an ASEAN in
disarray, its nenbers at odds with one another. Malaysia
believes that the maintenance of positive interstate
rel ations, has to be consciously nurtured. ASEAN has
the wherewithal to pull through this turbulent period.
I amreferring here to the ASEAN approach, its nethod of
work, and the principles governing the conduct of
rel ati ons between nenber states. These are contained in
vari ous ASEAN Decl arations, Treaties and Statenents
evol ved through the years. W should adhere to them

12. Thi s Sunmit Meeting should help create an
envi ronnent conducive to positive relations and regiona
gr owt h. I am therefore pleased that t he Hano

Decl aration which we will sign later and the Hanoi Plan
of Action which we are going to adopt, have reiterated
the many principles and undertakings upon which we
conmit oursel ves.

13. Mal aysia strongly supports initiatives ainmed at
st rengt heni ng regi onal econoni ¢ cooperation and
consolidating the econom c fundamentals of ASEAN nenber
countries. W wll cooperate with our ASEAN partners to
strengthen and to insulate the region from externa
di sturbances as much as possible. We continue to
support greater econoni ¢ i ntegration and t he

accel eration of the ASEAN Free Trade Area (AFTA).

14. The economic crisis has inmpoverished ASEAN
econom es and underm ned national stability. M1 Ilions
of peopl e have been thrown out of work while others have
their purchasing power drastically reduced. Businesses,
large and small, have been bankrupted. The social well

being of the people has been disrupted. Malaysia thus
wel cones the proposed neasures contained in the Hano

Plan of Action to pronote social devel opnent and address
the i medi ate social inpact of the financial crisis.

15. Mal aysi a particularly |ooks forward to the Second
ASEAN+3 Summit involving the | eaders of China, Japan and
t he Republic of Korea. Because of their economc

wei ght, the policies and neasures of these three East
Asian countries have significant inpact not only on
regi onal but also on the global econony. Malaysia
appreciates the commtnent of China not to devalue its



currency, its efforts at economc reforms and donestic
gr owt h. Mal aysia wel cones the reform being undertaken
by Japan of its financial sector and the Japanese
initiative in providing a package of support neasures
totalling US$30 billion to help Asian countries overcomne
the current econonic difficulties.

16. The financial turnoil has underscored the many
chal | enges inherent in globalisation. Even as we
enbrace it, we nmust be wary of the dangers which
acconpany it.

17. Mal aysi a wel comes the decision of the G7 Finance
Mnisters in October to strengthen the internationa
financial system But we nust renmenber that they are
looking at it fromtheir exalted position. Qur problens
may not receive their attention. W have to find a nore
suitable forumto discuss our needs.
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