04/ 11/ 1997
G 15 leaders join Dr Min calling for fair rules (HL)

Ahmad A. Talib

KUALA LUMPUR, Mon. - Prinme Mnister Datuk Seri Dr Mhathir Mhamad was
today joined by several G 15 | eaders in demandi ng that regul ati ons be

i nposed on currency trading besides calling for fair rules to be placed in
the worl d market.

Dr Mahat hir highlighted the currency issue in his address at the opening
of the G 15 Summt at the Pal ace of the CGol den Horses. Ot her | eaders spoke
i nmedi ately after Dr Mahathir, who is sumrt chairman.

Using the forced deval uati on of currencies as an exanple, Dr Mahathir
sai d devel opi ng countries could find thensel ves in a di sadvant aged and
hel pl ess position unless fair rules were drawn up in the nmarket place.

The Prime M nister said devel oping countries could not afford to be
conpl acent in today's fast globalising world. As has al ready been seen,
the currency devaluation is already a serious denial of the rights of
i ndependent nations, he said.

The sentiment was shared by | eaders attendi ng the sunmit when they
i ssued a special one-page statenent at the close of their opening round of
tal ks, expressing deep concern at recent devel opnents in the internationa
financial and capital markets.

They noted that several countries including nenbers of the group had
come under serious pressure fromspecul ative attacks against their
currencies regardl ess of their strong econom ¢ fundanental s.

| ndonesi an President Suharto, whose country has been anong the worst hit
by the currency crisis had, in his speech earlier, urged devel opi ng
countries to co-operate to find an i medi ate and effective neans to
stabilise the noney market.

"The sharp fluctuations in international financial flow and currency
tradi ng have crushed the econom ¢ and soci al achi evenents of devel opi ng
countries,"” he said.

Peruvi an President Al berto Fujinmori said there was a need to create nore
i nternational nechanisnms in the wake of the recent financial and stock
mar ket crisis for devel oping countries to effectively deal with the
probl em of nonetary instability.

Speaki ng in Spani sh, he said events occurring in the capital market
recently had illustrated the growi ng interdependence of world econom es.

G 15 | eaders are expected to discuss the subject at Iength and issue a
speci al statenment confirming their position on the matter.

Egyptian President Hosni Mibarak called for a neeting of G 15 central
bank governors and financial narket authorities to discuss ways of
managi ng the difficulties arising fromfinancial services |liberalisation
and ot her economnic activities.

He said recent events in Asia and Latin Anerica had shown that despite
gai ns made by devel opi ng countries through free trade policies, unstable
financial markets and rapid capital flow could cause problenms to G 15
econom es that were beyond their control

The | eaders' sentinments reflected the prom nence given by the | eaders to
the issue. In the | ast couple of days, Foreign and Econonic Mnisters from
the group have highlighted the serious problens affecting devel opi ng
countries follow ng the deliberate deval uation of their currencies by
currency traders.

Agai nst this background, Dr Mahathir said devel opi ng countries needed to
set their sights on new horizons, venture into non-traditional markets and



forge nulti-faceted |inks and partnerships with each other.

Si x heads of government and nine representatives of heads of governnent
are attending the three-day summt. Kenya is attending for the first tine.

Dr Mahathir said: "A world trading systemcannot rely entirely on market
forces. It is time that we draw up fair rules for the market pl ace.

"If we don't, then the fight for independence will have to begin al
over again for the present market rules will surely result in a new
i nperialismnore noxious and debilitating than the old."

Reiterating his belief that the present systemof currency tradi ng was
unet hi cal and unfair to the countries under attack, Dr Mahathir said: "If
we are going to accept gl obalisation then there nust be a fair system of
tradi ng, whether it be in goods and services, shares or currencies.

"Mar ket forces by thensel ves cannot determ ne that the rul es and
regulations will be fair to all. Since the beginning of tine, market
forces by thensel ves have been exploitative.

"Thus a few bottles of whisky was the price paid for Manhattan | sl and
and gl ass beads were traded for val uabl e goods and treasures belonging to
t he i ndi genous people, the sinple and trusting natives."

The Prime Mnister said the G 15 should continue to naintain direct,
ef fective and regul ar consul tations between devel oped and devel opi ng
countries on gl obal macroeconom c poli cies.

"Wthout clear definition as to what is neant by gl obalisation we nmay
find oursel ves di sadvantaged and hel pless, as it is often quite inpossible
to make corrections after the facts have been created.

"Again, | would like to refer to currency trading in which we had no say
and we now find it alnbst inpossible to correct the systemeven when it is
clearly to our disadvantage

"Deval uati on inpoverishes as it reduces the purchasi ng power of the
country concerned, as well as the inconmes of the people, rich and poor
alike. It leads to inflation and econom c regression. It negates nmany
years of hard work and sacrifice."”

El aborating on the currency probl emwhich hit Ml aysia and several other
Sout heast Asi an economies in recent nonths, the Prime Mnister said the
international institutions in which the world placed its trust clainmed
that they were powerless to act against the currency traders.

Dr Mahathir said: "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 nati ons.

"We have now seen how even the strongest currencies of the countries
with the strongest econom es can be nmade to depreciate. The oft-repeated
| oss of confidence is nothing nore than an excuse to | aunch an attack and
make profits.

"The target must be the currency of the countries with a degree of
prosperity. It is significant that poor countries have never incurred a
| oss of confidence on the part of these traders.

"As a result, when attacks are nounted on the currency of a prosperous
country, it actually depreciates agai nst the currencies of poorer
countries. If indeed | oss of confidence or bad fundanmentals are the cause
of currency depreciation, then surely it is the currency of the poor
countries which shoul d depreci ate.

"That they do not sinply neans that the depreciation is artificially
contrived."

( END)
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