28/ 11/ 1997
Asean to discuss standby facility (HL)

Fauzi ah | smai |

THE ni ne- menber Associ ati on of Sout h-East Asian nations (Asean) wl|l

di scuss setting up standby fund to shore up confidence in the region's
econom es at the two-day neeting of its finance mnisters in Kuala Lunmpur
begi nni ng Monday.

Treasury secretary-general Tan Sri difford Herbert said the proposed
standby facility, or Asean Fund, is a confidence-building initiative of
Asean.

"The Asean vice finance ninisters and central bank deputy governors, who
attended the neeting on the Asian Fund in Manila | ast week, felt that
there should be an arrangenent anong ourselves... (given that) we have a
| ong- st andi ng wor ki ng rel ati onshi p, cohesiveness and econom ¢ cooperati on.

"The US and Japan are fully aware of it (the proposed Asean Fund)," he
sai d yesterday when briefing the nmedia on the finance mnisters' neeting.

The mechani smfor the Asean Fund, Herbert said, would not differ much
fromthe "cooperative financing arrangenent" agreed upon in Mnil a.

It will be IM—1linked and will not involve a |arge anmount of noney as it
will be principally for confidence-building, he added.

In Manila, the Asean vice finance ministers and central bank deputy
governors and their counterparts fromAustralia, Canada, China, Hong Kong,
Japan, South Korea and New Zeal and agreed that any nation facing a crisis
will first have to seek assistance fromthe International Mnetary Fund
(I MF) before drawi ng funds under the "cooperative financing arrangenent”.

They al so agreed that the arrangenent will suppl enent the resources of
| M= and other international financing institutions. Participants of the
arrangenent can provide - in consultation with the | M and on a case-by-
case basis - supplenental financial resources for | M-supported
pr ogr amres.

The Kual a Lunpur neeting next week, which will be opened by Prine
M ni ster Datuk Seri Dr Mahat hir Mhamad, will be attended by the finance
m ni sters of |Indonesia, Philippines, Singapore, Thailand, Ml aysia and
Myanmar, and vice finance mnisters fromBrunei, Laos and Vi et nam

Al so schedul ed i s an Asean-pl us-Si x neeting involving the finance
m nisters of Australia and Hong Kong and vice finance mnisters of China,
Japan, South Korea and the US. I M- and the World Bank will al so send
representatives.

A G 15 finance ministers' nmeeting, which had been schedul ed to be held
concurrently with the Asean ministers' neeting, has been postponed to next
year due to a | ack of response. "W have been inforned that South America
is having its own neeting of finance nministers. W did not want the two
nmeetings to clash and agreed to a postponenent," Herbert said.

Besi des t he proposed Asean Fund, the finance mnisters will discuss the
current econonic situation faced by nenmber countries and exchange vi ews on
the causes and extent of the currency crisis, as well as policy responses
to restore stability in the region.

IM= will report to the mnisters on the progress of its study on the
activities of hedge funds and their effects on market dynam cs while the
World Bank will brief the mnisters on initiatives towards strengthening
the financial systemin the region.

At its bilateral neetings, Asean is expected to be briefed by the
Japanese on its donmestic economic situation while the US will present
their views on the current situation in the region and what role



Washi ngton could play to restore stability.
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