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GL5 strengthens Sout h-South ties

Yusof Hashi m

RECENTLY, Kual a Lunmpur becane host to several inmportant internationa

meeti ngs. Anmong the nost notable was the Group of 15 (Gl5) Meeting held in
early Novenber. It was the second tine that it was held in Ml aysia. The

i naugural nmeeting was held in Kuala Lunmpur in 1990. The creation of Gl5
was an attenpt to i ncrease econoni c cooperation anong the Sout h- Sout h
countries for their nmutual benefit.

It woul d al so provide a negotiating | everage in the dial ogue between the
North and t he Sout h.

The G15 countries have nade progress in nmany areas. Trade has expanded.
In 1996, the total trade of Gl5 countries amunted to US$796 billion, an
i ncrease of 8.8 per cent over 1995. O this, US$72 billion was intra-Gl5
trade, representing nine per cent of total Gl5 trade. It grew by 12 per
cent from 1995. The three | argest exporters in GL5 | ast year were Ml aysi a
at US$78 billion, Mexico at US$73 billion and Brazil at US$50 billion.

At the neeting in Kuala Lunpur, the economc mnisters participated for
the first time. Kenya was adnitted as a nenber. It is envisaged that a
country fromWst Asia will be added to the group

The G15 has taken the initiative to have a dial ogue with the group of
seven industrialised countries (G7).

Econoni c i ssues becane the focus of attention of the GL5 neeting. Active
exchanges took place to discuss the current currency crises facing severa
Asean countries. The nost inportant result of the nmeeting was the
under st andi ng reached on the international financial capital market. The
Gl5 called on the International Mnitory Fund (I M) and the Wrld Bank to
study recent devel opnment in currency narkets with the viewto
appropriately regulating themin order to nmake them nore open and
transparent. They al so tasked their mnisters of finance, governors of
central banks and other appropriate authorities to consider the matter and
make necessary reconmmrendati ons.

In his speech, Indonesian President Suharto said that the world's
devel oped econom es have benefited fromgl obalisation but a great numnber
of devel opi ng countries continue to be marginalised

Even devel opi ng countries that have attai ned sone neasure of dynam sm
are not imune to the perils of globalisation and |iberalisation. The
sharp fluctuations of international financial flows and currency tradi ng
have crushed the econom c and soci al achi evenents of devel oping countries.

In his speech, Prime Mnister Datuk Seri Dr Mhathir Mhamad nenti oned
the concept of prosper-thy-neighbour. In the context of Gl5, Ml aysia
wanted to extend the concept across regions and continents. The nmmain
enphasis of Dr Mahathir's speech was on the currency crises faced by a
nunber of Asean countries.

He said: "In Malaysia and in other countries of Southeast Asia, we spent
decades of sweat, toil and tears since i ndependence to devel op our
countries and grow our econonies. Qur countries recorded the hi ghest
growth rates continuously for many years. But all these seemto have cone
to nought when, in the space of a few nonths, currency traders
i mpoveri shed our countries nmerely by deval ui ng our currencies.

"The international institutions in which we had placed our trust claim
that they are powerless to act against these traders. The rules of trading
are devised solely by the traders and these rul es have been designed to
benefit them Thus for every dollar that they deposit, the bankers all ow



them gearing of 20 tinmes. Since the funds at the disposal of these traders
run into billions of dollars they have nore noney to play with than the
reserves of nost devel opi ng nations."

Dr Mahathir further said that currency deval uati on may be caused by
certai n weaknesses of a country's econony. Wak fundanentals are often
cited as if these can nysteriously on their own weaken currencies.

He pointed out that currencies weaken only if currency traders sell them
for US dollars. These traders are not doing so to save their investnents.
In fact they have no investnents in the countries. Wat they actually do
is to borrowthe particular currency fromforeigners or |ocals and then
sell this currency for US doll ars.

Dr Mahathir's speech and his formal and informal discussions with the
Gl5 | eaders made a deep inpression. As a result the Finance Mnisters and
Central Bank Governors had decided to neet again soon. The | eaders al so
decided to neet nore frequently. The next sunmit will be held in Egypt in
May next year to review gl obal econonic changes including the currency
si tuati on.

| had the opportunity to acconpany the | eader of the Jamaican
del egation, Seyrmour Mullings, who is the Deputy Prinme Mnister. Wsnm
Putra had assigned a nunber of forner anbassadors to join the | eaders of
Gl5. Jamica will be hosting the next GL5 neeting in 1999.

Jamai ca has proposed to develop transportation |inks with Ml aysi a.
Jamai ca has al so offered Kingston Port as a storage and distribution
centre for Ml aysi an goods. The goods stored in Jamca will be distributed
in the Caribbean, Latin Anerica and sout hern US markets.

| had an interesting conversation with Miullings especially on the
forthcom ng Commonweal th Ganes. Janmica is well known as a sporting
nation. The country's athletes and cricketers will feature well in the
ganes.

* Datuk Yusof Hashimis a former Ml aysi an anbassador.
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