01/10/ 1997
Currency mart must be transparent (HL)

Zainul Arifin in Santiago, Chile

CURRENCY trading, if it has to be done, nust be transparent, with rules
and regul ati ons governing it much |ike those for conmodities and stocks
and shares.

Prime Mnister Datuk Seri Dr Mhat hir Mohanad sai d what was nost
i nportant was that currency tradi ng woul d need a proper market of its own.

The current system being vague and opaque in nature, is susceptible to
abuses that could ultimtely underm ne econom es.

Dr Mahathir said: "If you want to trade in shares, there is a share
market. If you want to trade in commodities, there is a comodities
mar ket .

"But when you trade in currencies there is no specific nmarket. You don't
even know where they are tradi ng, how (the currenci es) are being traded,
how much noney is being traded, and who is involved in the trading."

The above, he argued, woul d be needed to ensure that the recent crisis
i nvol ving South East Asian currencies did not recur

Dr Mahathir said this at a Press conference for Ml aysian, Chilean and
foreign journalists at the end of the second day of his three-day visit
her e.

The crisis has resulted in the currencies of countries |ike Ml aysia
experiencing de facto deval uati ons agai nst the US dol |l ar over the past
t hr ee nont hs.

Respondi ng to questions, Dr Mahathir repeatedly stressed that he was not
opposed to an open market but would |like nations of the world to be able
to defend t hensel ves agai nst nmarket specul ators and mani pul at ors.

The Prime M nister said: "W need to have an open trading system Have a
proper market place, have proper rules, regulations and | aws, register the
traders, disclose the anmount of nmoney that they have and trade. That way
there will no mani pul ation.”

Respondi ng to anot her question, he said while an open financial system
was desirable, it could not be totally open. There nust be saf eguards
agai nst abuses, or rogue traders keen on nmani pul ating currencies for
profit would not be too far away.

"If we lack controls we may all ow rogues who may rob you... in any
busi ness you keep out the crooks."

But Dr Mahathir said the crisis neverthel ess happened because currency
traders saw an opportunity to make noney.

Despite International Mnetary Fund managi ng director M chel Candessus
endor senent, fund managers in the sane nonth saw the Ml aysi ans econony to
be weak and en route to col |l apse (See acconpanyi ng report on P2).

They said that the econonmy was not well managed and woul d col | apse,
which the Prine Mnister said was nerely an excuse.

When t hey began unl oading the ringgit and Mal aysi an shares, a nobve akin
to pulling the rug fromunder one's feet, they had in fact fulfilled their
earlier predictions.

Dr Mahathir said currency mani pulators normally targeted countries that
were reasonably rich, but not rich enough to be able to retali ate.

"You don't, for exanple, manipulate the currency of one of those Pacific
i sland nations which has a popul ati on of 20, 000."

The Prime M nister said he was now making a |list of countries that could
be the target of manipulators, and once it was conpl eted, he would forward
it to the "proper people". However, he did not el aborate, adding only that



there were a nunber of countries that could be harned by the mani pul at ors.

Chile, he said, with its strong econonmic growh was a prinme candi date
for mani pul ati on.

Chi |l ean president Eduardo Frei Ruiz-Tagle, in his speech on Monday when
officiating the start of redevel opnent work at a rail yard near here,
agreed that devel opi ng countries needed to co-operate and work agai nst
such mani pul ati ons.

For the i mediate future, Ml aysia would have to do all it could to undo
the danage done in the last three nonths, where the ringgit depreciated
and the stock market fell.

"We did it before, and we think we can do it again,” Dr Mahathir said.

The bearish financial markets have also dealt blows to the | oca
econony, pushing it back to | evels which have not been experienced for the
past 15 years. For exanple, incone per capita which had been US$5, 000 over
t he past few nonths, was now down to US$3, 600.

Dr Mahathir was al so asked to conment on the recent downgradi ng of
Mal aysia by international rating agency Standard and Poor's whi ch now
rated the country as "negative" from"positive."

"Naturally their rating is in accordance with their perceptions. W have
no way of rejecting or qualifying their rating," he said, but added that
there were others who had a different perception of the country.
| nvest ments had been made even when Ml aysi a had been rated a "bad ri sk"

Dr Mahathir said the country could not afford to i npose neasures to curb
mani pul ation of the ringgit as well as the stock market. If it did, it
coul d see investors dunping |ocal shares or selling ringgit, he added.

Dr Mahathir said the country could al so be puni shed for speaki ng openly
about the crisis affecting it.

"We are not supposed to speak freely. W nmust not say things that they

don't like. If you do, then your currency will go down. | said sonething
they didn't like in Hong Kong (during the | M-/ Wrld Bank neeting), the
ringgit went down. | said sonething they didn't Iike when | was in KL, the
currency went down. | said sonething they liked, and the currency went

up. "

Dr Mahathir said the lower ringgit and the bearish stock market coul d
result in alower growh rate this year for Ml aysia, which had been
projected at 8.2 per cent at the beginning of the year.

The ower growm h rate could |linger on unless there existed a nechani sm
to nonitor currency trading and elim nate abuses by mani pul at ors.

( END)
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