19/ 11/ 1997
Draw down facility for Asian fund seen (HL)

Fauziah I'smail in Manila

MANI LA, Tues: The proposed US$100 billion (US$1 = RMB. 39) Asian Mnetary
Fund may not be a permanent pool of funds managed by an International
Monetary Fund (I MF)-1like institution.

Instead, it may take the formof a draw down nechani smw th Associ ation
of Sout h- East Asian Nations (Asean) countries as its core players and
ot her countries such as the US and Japan taking participatory or
contributory roles. Countries facing currency crises may draw down
resources fromparticipating countries on a "as-needed" basis.

This was the indication given by Philippine Finance Secretary Roberto de
Ccanpo at a press conference after his opening remarks at the Finance and
Central Bank Deputies' meeting on the Asian Fund Facility.

Treasury Secretary-General Tan Sri difford Herbert confirned that the
draw-down facility and the | M- conditionalities on the fund will be
di scussed at | ength tonorrow when finance and central bank deputies of 14
countries and officials of the Wrld Bank, | M- and Asi an Devel opment Bank
(ADB) neet for the second round of discussions.

The draw down nechani sm concept evol ved after a wave of attacks on
Sout h- East Asian currencies in July and a slunp in equity markets from
Hong Kong to South Korea, which rattled financial markets around the
wor | d.

De Ccampo said initial reservations especially from Ml aysia on the
possi bl e i nkage between the proposed Asi an Monetary Fund and the | M- were
on the fund being "a pernmanent pool deposited sonewhere and it woul d grow
into an | MF-1ike Asian fund.

"Concerns were raised on whether the fund would | ead to a pernmanent
bureaucracy and how it should relate to the I M~ " he added.

He said he had not heard of any serious reservations regarding the draw
down nechani sm

Prime Mnister Datuk Seri Dr Mhat hir Mhamad had i ndi cated during the
Group of 15 summit in Kuala Lunpur early this nonth that the proposed fund
shoul d be i ndependent of the | M.

De Ccanpo said prelimnary deliberations show that Asean nations should
be the core players as the crisis started in the region with the contagi on
effect spreading to the rest of the world.

"We are | ooking at a supplenental financing mechani smon a " quick-
response, self-help, good nei ghbour policy' to augnment | M- resources,"” he
added.

The neeting, chaired by the Philippi nes Departnent of Finance
Undersecretary Cecilia G Soriano, is attended by vice-finance mnisters,
senior finance officials and central bank officials of Australia, Brunei,
Canada, China, Hong Kong, |ndonesia, Japan, South Korea, New Zeal and,

Phi | i ppi nes, Singapore, Thailand and the US

The ADB, the IMF and Wrld Bank al so sent their representatives.

The US is being represented by Treasury Deputy Secretary Law ence H.
Sunmrer and Federal Reserve Board Governor Laurence H. Meyer while Japan
has sent the Finance Mnistry's Vice-Mnister (international affairs)

Ei suke Sakaki bara and Bank of Japan senior adviser (internationa
departnent) Yoshi haru Oritani.

Besi des Herbert, Ml aysia was represented at the nmeeting by Bank Negara
deputy governor Datuk Fong Weng Phak.

Asked if the nmeeting will also consider the ADB suggestion that it be



given the task of overseeing the proposed fund since nost of the countries
at the neeting are already its nenbers, de Ccanpo said it will be
considered as the ADB is already a regional nmultilateral financial
institution.
There will be two other closed sessions tonorrow, one in the norning and
the other in the afternoon. This will be followed by a press conference.
"This nmeeting will draw up specific recommendations for the proposed
fund. It will be further deliberated at the Asia-Pacific Econom c
Cooperation sunmt in Vancouver next week and then at the, what we call,
“expanded' Asian finance ministers' meeting in Kuala Lunmpur on Decenber 1
and 2 to be chaired by ny col |l eague, (Finance M nister Datuk Seri) Anwar
I brahim" he said.
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