01/ 08/ 1997
Institute some formof regulation to stop currency raids

Vaseehar Hassan

IN his usual frank nmanner, Prime M nister Datuk Seri Dr Mahathir Mhanad
has voi ced his opinion boldly and correctly on the recent currency

specul ation and its consequent negative inpact on the econoni es of Asean.

VWil e many Western countries, econom sts and so-call ed anal ysts may
pretend that the currency turnoil faced by the affected countries are the
result of normal market forces, it would not be difficult to trace the
origin of this chaos to a few "rogue specul ators” and "crim nal s" as
descri bed by Dr Mahathir

It is tine that sone formof discipline was enforced by responsible
wor | d bodi es such as the International Monetary Fund on the world currency
mar kets. Ot herwi se, a few wealthy groups could hold countries to ransom
through their bullying tactics and sheer financial mght.

W have read of Robin Hood robbing the rich to help the poor. But the
"crimnal" speculators are attenpting to destroy small and devel opi ng
econom es. lronically, sonme of themare philanthropists.

If these philanthropists refrain fromsuch destructive activities, they
woul d have contributed nore to society in general than the nmllions they
have donated to charitabl e causes.

Al t hough deregul ation is the fashion of the day, where necessary
authorities all over the world should exercise regul ation.

A good exanple is the stock nmarket where, to avoid mani pul ati on by
specul ators, investors have to nmake necessary di scl osures for acquiring
shares beyond a certain percentage.

There are also rigid rules and aws to protect investors from
mani pul ation in situations such as nmergers and takeovers.

St ock exchanges are easily controlled as they fall under the
jurisdiction of individual countries. International currency narkets,
however, require international regulation.

It isinteresting to recall that even in regulating the so-called market
forces, many countries are guided by their own interests. For exanple, the
dawn rai d by Pernodal an Nasi onal Berhad on the London Stock Exchange which
saw it gain control of Guthrie led to the LSE changing its rules. The
London Metal Exchange rul es changed when tin prices went up in the 1980s.

Regul ation al so cones into play pronptly when foreigners intend to
purchase strategic stakes in sonme industries which are consi dered
sensitive. Purchase of equity beyond a certain limt in the airlines and
defence industries in the US nust require clearance fromUS regul ators.

Even t he ongoi ng proposed nerger between Boei ng and McDonnell Douglas in
t he US needs the bl essings of the European Union

When there is stringent regulation required for takeover of conpanies,
it makes one wonder why no regul ation should be put in place for the
currency specul ators when the entire econonies of countries are in
j eopardy because of such acti on.

It is, therefore, the urgent duty of the global financial comunity to
act immediately to put an end to such unheal thy specul ati on which could
destroy devel opi ng countri es economi cal ly.

Dr Mahathir is absolutely right in calling for a stop to this crinmna
activity.

It is because of this destructive nature that such specul ative
activities are forbidden under |slam c banking.
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