18/ 11/ 1997
KL to oppose Asian fund link to | M- during neet

Fauziah I'smail in Manila

MANI LA, Mon: Mal aysia is expected to "oppose” the Iinking of the proposed
Asian fund to the International Mnetary Fund (I MF) when the vice finance
m ni sters and central bank deputy governors neet on the Asian Fund
Facility here tonorrow afternoon.

It is understood that there is already a wi de agreenent that the
proposed fund to resolve the financial crisis in South-East Asia will be
in coordination with the M-, so that there will not be a conflict on the
conditionalities of the proposed fund.

Prime M nister Datuk Seri Dr Mahat hir Mhamad had i ndi cated during the
G 15 sunmmit in Kuala Lunpur early this nonth that the proposed fund should
be i ndependent of the | MF

News reports quoted Philippines Finance Secretary Roberto de Ccanpo as
saying that the proposed fund should be in coordination with the | MF to
ensure that countries drawing up on the fund could not avoid making "the
hard deci si ons needed to strengthen the econony"” which would be required
under an | M~ programe.

The agreenent on the linking of the proposed Asian fund to the IMFis
seen as a "pacifier" to the IM-, for rapid support and response to the
establ i shment of the Asian currency support fund.

| M= managi ng director M chel Candessus, speaking at a press conference
here during his brief 11-hour visit during the weekend, had said that
"what ever financing nmechanismis put in place, it should not conpete,
alter or reduce quality and strength of | M- policies and
conditionalities".

Its disbursement, he said, should be Iinked to | M.

Mal aysia's del egation to the neeting will be led by Treasury secretary-
general Tan Sri difford Herbert.

Sone 80 officials fromthe M-, Wrld Bank, the US, Asian Devel opnent
Bank, Singapore, Thail and, New Zeal and, Phili ppi nes, South Korea,
| ndonesi a, Japan, Italy, France, Germany, the UK, Hong Kong, Canada,
China, Australia and Brunei will be attending the two-day neeting.

It will be chaired by Philippines undersecretary for internationa
finance Maria Cecilia Soliano. Oficials here have described the meeting
as a "di al ogue" between finance officials of the respective countries.

This will be the first schedul ed neeting on the currency support fund
since it was proposed at the | M~/ Wrld Bank annual neetings in Hong Kong
| ast Septenber. The fund was proposed to bolster the econom es of Asian
countries hit by financial problens such as the currency crisis now
hitting Sout h- East Asi a.

Japan is said to be aggressively canpaigning for the creation of an
Asian fund to help stabilise regional markets. Its Vice Finance M nister
Ei suke Sakaki bara is widely seen as a key architect of the idea.

Oficials said the neeting will also |ook into the circunstances under
which there would be a need for a cooperative financing that could
suppl enent | M- resources includi ng the New Arrangenents to Borrow

There will also be some di scussions on howto expedite the process of
putting in place the required |l evel s of supplenental financing include
pre-arranged | egi sl ative authority.

O her key issues to be taken up include the nature of the fund,
eligibility criteria and activation nmechani sm guiding principles for the
comm t nent and di sbursenment of funds including repaynent terns,



coordination with the IMFin setting conditionalities and di sbursing fund
and institutional arrangenents.

De Ccanmpo had also said that the neeting will al so propose the
i mposition of strict conditions tied to drawdowns fromthe fund.
( END)
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