27/ 11/ 1997
Mal aysi a satisfied with Apec's response to proposal: PM

Anita Gabriel in Vancouver

VANCOUVER, Tues: Malaysia is satisfied with the Apec | eaders' response to
its push for regulated currency tradi ng but the nenbers agreed that the

I nternational Monetary Fund nust conplete its study on the i ssue before
any concrete steps towards this end are taken.

Prime M nister Datuk Seri Dr Mahat hir Mhanmad, saying that the Apec
Sunmit was up to Mal aysia' s expectations, was happy that no country had
dism ssed the idea altogether and had in fact noted the severity of the
currency turmoil which has affected nost of Asia.

The currency issue eclipsed Apec's fornal agenda of achieving free trade
by year 2020 and 2010 and was al so the dom nant topic at the | eaders
retreat today.

Dr Mahathir said: "Wile Apec recogni ses the seriousness of the
situation, it would Iike IM-to carry out a study and nake a deci si on
bef ore any proposal is taken up on regul ating currency trading. That is
satisfactory for Mal aysia as well as other South-East Asian countries."

To a question on whether his was the |one voice calling for currency
controls, Dr Mahathir said he was not alone this tinme as practically every
ot her Sout h- East Asi an | eader spoke on the issue and supported the | M-
initiative to study the issue on how currency tradi ng can be nmade | ess
destructi ve.

"So, | didn't feel lonely," he quipped.

He reiterated that Mal aysia is not against the free narket concept but
it recogni ses that even freedomnneeds to be regul ated as there should not
be "absolute |icence for anyone to do everything”

Mal aysi a, he added, is merely suggesting that rules and regul ati ons that
are usually found in any society be introduced since a free market neans
that a country has to give up its national rules and regul ations for
i nternational |aws.

He said there is a contradiction here. While there is a push for
countries to be nore transparent, there is resistance to nmake the market
simlarly transparent.

The IMF will hold a nmeeting next May and prior to that several neetings
will be held anong Asean and Apec finance mnisters to discuss the issue
On the possible nethods to control currency trading, Dr Mahathir said
currency trading needs to be as transparent as any ot her business. The | M-
can serve as a supervisory body under a system where players are

regi stered and taxes on their activities |evied.

The | MF, nevertheless, |ike other international bodies includingthe
United Nations, is influenced by powerful voices and the only option for
smal |l countries is to shout to be heard, he said.

"Actually, at this nmeeting, | was given the opportunity to talk for a
long tine on Malaysia's currency devaluation and | found that all Asean
| eaders are supportive of the need to study the role of currency trading
in the econony."

He was pl eased there was no attenpt by any one country to domi nate the
di scussi ons.

To a another question, he said it is agreed that currency novenent is
| argely not due to fundanentals as proven by the fact that countries with
strong fundanental s have al so been subjected to such attacks.

"There was nothing wong at all with the managenent of our economny which
was doing fine until these people (currency traders) cane in... they want



to punish us," he added.

On the Manila arrangenent which made no mention of the specific size of
the so-called standby facility, Dr Mahathir said, first it was supposed to
be US$100 billion (US$1 = RMB. 49), then US$60 billion, and nowit is
totally uncl ear how nuch.

"Even the way it should be used or howit operates is not clear. It is
vague, " he said.

Dr Mahathir also said he is not sure whether the worst is over as things
remai n unpredi ctable given the fact that there are people with enough
money to |l eave a trail of shattered econon es wherever they go.

He al so said that the Asian situation is different fromthat which
Mexico found itself earlier

As Mexico is part of Nafta and a major trading partner of the US, the US
had i mredi ately cone to its rescue. But while Asia may be one of the US
big trading partners, it is far away "and |i ke they say “out of sight, out
of mnd".

He said Mal aysia, which took two decades to raise its per capita income
from US$3, 000 t o US$5, 000, may now need | onger than that to recover from
the currency crisis.

As for liberalisation of the financial services sector under the Wrld
Trade Organisation, Dr Mahathir said the ceiling on foreign equity
hol di ngs i n Mal aysi an i nsurance conpani es has al ready been raised fromthe
previous 49 per cent to 51 per cent and this is adequate.

Forei gn conpani es want the option of 100 per cent ownership.

On the situation in Japan and whether it will inpair Japan's ability to
contribute and assi st Asian countries plagued by the currency crisis, Dr
Mahat hir sai d Japan seens to be capabl e of handling the problem
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