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MR M CHEL Candessus, the | MF boss, agrees with Prime M nister Datuk Seri
Dr Mahat hir Mohamad that currency traders shoul d not have too nmuch

| everage position, but regulating currency trading, he says, is "a tough
call to make".

"Dr Mahathir has frequently said that it is no good that currency
traders have such | everage position. | agree with himon that. But it is
difficult to find a proper equilibriumpoint for regulation,” he told a
press conference in Kuala Lunpur yesterday.

He was asked about the International Mnetary Fund's position on
regul ating currency trading, a call that Dr Mahathir has chanpi oned and
whi ch i s gaining acceptance in the wake of the Sout h- East Asian currency
and stock market turnoil

Candessus said the | M- has arrived at sone prelinminary findings based on
a study on regulating currency trading. It expects to conclude the study
by the first week of next year.

Where hedge funds are concerned, Candessus said the | M- believes there
is a need to strengthen the funds' reporting requirenments. The US has
al ready i npl enented this.

He al so suggested that countries could work with the nonetary
authorities to limt position taking.

There is need to ensure that offshore financial centres do not attract
too nuch hedge funds because "we m ght then have even nore serious
probl ens of disorder in the market."

In stressing the need for greater discipline, Candessus said he
personal ly believes that something needs to be done to ensure that
of fshore centres do not create nore disorder, discourage "herd behaviour"
anong mar ket participants and avoid conditions of one-way bets.

"W shoul d never forget hedge funds and market participants are there to
make noney. They are harsh when they have one-way bets and “certainty' to
make noney.

"VWho has the power to prevent thenf? Maybe governnments with sone
authorities. This is where the role of the IMF is relevant,"” he added.

O the prelimnary findings, Candessus said: "The nore you go into the
reality, the nore conplexities you di scover. The nore powerful the
m croscope, the nore diversity and conplexities you see.

"One of the findings is that it would be sinplistic to attribute the
m sfortune of Asean countries to hedge funds and specul ati on and mar ket
turnoil . "

Market turmoil is an extrenely unpl easant damagi ng synptomof a crisis.
"However, that is no nore a synptomof the crisis than of nore deeply
root ed probl ems which woul d have to be addressed," he added.

On defining regulations for currency regul ati on, Candessus said it is
tough call to make."

"You nust understand that if you want to regul ate, you nust nake sure
that hedge funds are not prevented fromdoing the good job that they do
fromtime to tine.

"W have experienced the unpl easant activity of hedge funds pushing
currenci es down but there is al so the opposite phenonenon that nobody
tal ks about. Wien a country deserves greater confidence, the hedge funds
push its currency up and help it find an exchange rate equilibrium™

Later at the joint press conference of Asean Finance Mnisters and

a



finance mnisters/representatives of Australia, China, Hong Kong, South
Korea, Japan and the US, Deputy Prine Mnister Datuk Seri Anwar |brahi m
said the ministers welcomed the prelininary findings of the study.

They urged the IMF to extend the scope of the study to exani ne the
structure of the global financial markets and short-termcapital flows,
i ncluding the inpact of hedging activities on the banking sector as well
as the inpact and inplications of technol ogy on capital flows.

At the Conference on Asean Financial Initiatives for the 21st Century in
the norni ng, Canmdessus underlined seven basic principles or "pillars of
new wi sdonf i n econom ¢ rmanagenent .

They are the adoption and mai nt enance of:

* a flexible exchange rate reginmes to provide signals for policy
adj ustment or avoid reckl ess bahavi our on the part of borrowers and
| enders;

* consistent and solid fiscal and nonetary policy-m x;

* transparency and free flow of information;

* strong structural policies and prudent supervision of the financia
system

* mutual surveillance anbng nei gbouring countries;

* a second generation of reforns to pronote donestic conpetition; and

* a market-friendly approach.



	Camdessus says PM's point valid (HL) (NST 03/12/1997)

