01/10/ 1997
Forex tradi ng needs rules too, says PM (HL)

Kamarul Yunus in Santiago

SANTI AGO, Mon: Prine Mnister Datuk Seri Dr Mahathir Mhamad said tradi ng
of currencies nust be transparent and governed by rul es and regul ati ons,
just as comodity and stock trading is transparent and regul at ed.

"Most inportantly, it needs a proper market of its own," he told a news
conference here today.

He said the existing systemunder which currencies are traded are "vague
and opaque” in nature and is susceptible to abuses that could ultimately
under mi ne econoni es.

"I'f you want to trade in shares, there is a share market. If you want to
trade in commodities, there is a conmodity narket. But when you trade in
currencies there is no specific market.

"You don't even know where they are trading, how (the currencies) are
bei ng traded, how nmuch noney is being traded and who are involved," Dr
Mahat hi r sai d.

Since July, the South-East Asian foreign exchange crisis has resulted in
currencies of countries |ike Ml aysia experiencing de facto deval uati ons
at the hands of "mani pul ators".

The ringgit has depreciated some 20 per cent against the US dollar and
this has undone the efforts of Ml aysia of the |ast 15 years. Its per
capita i nconme has dropped to US$3, 600 from US$5, 000 during the three-nonth
peri od.

"W need to have an open tradi ng system a proper market place, proper
rules, regulations and | aws. (W need to) register the traders, disclose
t he amount of noney that they have (before they are allowed to trade).

"That way there will be no nmanipulation,” Dr Mahathir said in response
to questions fromforeign journalists on his views of how the recent
currency crisis affecting the region's econom es could be prevented from
recurring.

Dr Mahathir, who arrived here on Sunday, had said in Hong Kong a weekend
earlier that currency trading should be limted to trade financing.

To anot her question, he said while an open financial systemwas
desirable, it could not be totally open.

"There nmust be saf eguards agai nst abuses, or rogue traders keen on
mani pul ati ng currencies for profit would not be too far away.

"If we lack control, we may allow rogues to rob you... in any business
you keep out the crooks,"” he added.

Asked whether the attacks on the ringgit and the |l ocal stock market were
as a result of inherent weakness in the econony, Dr Mahathir rem nded the
press conference that even the president of the International Mnetary
Fund (I MF), M M chel Candessus, had expressed confidence in Mal aysia's
fundanmental s and its managenent of the econony.

In his speech in June in California, Candessus praised Ml aysia as an
exanpl e of a country where the authorities were well aware of the
chal l enges of high growth as well as the need to naintain a sound
financial systemam d substantial capital flows into the country and a
boom ng capital market.

Despit e Candessus' endorsenent, Dr Mahathir said, the crisis happened
because currency traders saw an opportunity to nake noney.

"Fund managers in the same nonth saw the Ml aysi an econony to be weak
and was en route to a coll apse.

"They said that the econony was not well-managed and woul d col | apse.



That is merely an excuse. \Wen they began unl oading the ringgit and
Mal aysi an shares, a nove akin to pulling the rug fromunder one's feet,
they had in fact fulfilled their earlier predictions,” he added.

Dr Mahathir said currency mani pul ators nornally target countries that
are reasonably rich, but not rich enough to be able to retaliate. Chile,
wi th strong econonic growth, could be a prine candi date for manipul ati on.

Chil ean President Eduardo Frei Ruiz-Tagle, in a speech yesterday,
expressed his support for cooperation anong devel opi ng countries to fight
mani pul ati on.

Dr Mahathir said in the inmmediate term Ml aysia and its people woul d
have to do all it can to undo the damage done in the | ast three nonths.
"W did it before, and we think we can do it again,"” he said.

He was al so asked to comment on the recent downgradi ng of Ml aysia by
i nternational rating agency, Standard & Poors.

"Naturally their rating is in accordance with their perception. W have
no way of rejecting or qualifying their rating but there were others who
had a different perception of the country," he said, adding that
i nvestnents still cane in even during the period when Ml aysi a was
considered a "bad risk".

Dr Mahathir al so said the country cannot afford to i npose neasures to
curb mani pul ati on of the ringgit and the stock narket as they may be
m si nt er preted.

He said the country could also be puni shed for speaking 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.

"I said sonething they didn't like in Hong Kong, the ringgit went down.
| said sonething they didn't like when | was in Kuala Lumpur, the currency
went down. | said sonething they liked, and the currency went up," he
added.

Dr Mahathir said the weakened ringgit and the bearish stock market could
result in alower growh rate this year for Ml aysia, which was projected
at 8.2 per cent at the beginning of the year.

The I ower growth rate coul d persist unless there is a nechanismto
moni tor currency trading and elininate abuses by mani pul atots, he added.
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