23/ 09/ 1997

Market turmoil steals the linelight

UNLI KE previ ous years, the joint annual neetings of the Internationa
Monet ary Fund and Worl d Bank in Hong Kong this week are drawi ng nore than
a passing interest fromAsian countries.

In particular, those countries which have cone under pressure from
currency specul ation appear to be turning to the event for sone clues on
how to defend their currency and stock markets while inproving their
bal ance of paynent positions.

Si nce the begi nning of the 1990s, current account inbal ances in a nunber
of Asean countries have wi dened, generating concern that policy neasures
may be required to avoid costly and destabilising shifts in market
senti nent.

According to a recent | M- working paper, even when the external position
of a country appears sustainable, there is a need to reduce current
account deficits over tinme in order to minimse risks that may arise from
such factors.

The anal ysis highlights the roles of the |evel and conposition of
external liabilities; the flexibility of macroecononic policies; the
efficiency with which investnment is used; and the health of banking and
financi al systens.

These issues, given its significance in nost Asian economni es presently,
is expected to be touched on at length in sone of the 3,000 plenary
sessi ons schedul ed to be held at the neetings.

Its significance of course lies in the fact that wi de gaps in the
current account renders currencies vul nerable to specul ative attacks as
has been witnessed in recent nonths in Thailand, Indonesia, Philippine and
Mal aysi a.

Asi an countries, specifically the seven-nmenber Asean is expected to come
up with a joint position on the issue and recommend neasures to curb such
an incident fromrecurring at the | M-Wrld Bank neeti ngs.

Mal aysia's Prinme Mnister Datuk Seri Dr Mahathir Mhamad has pointed his
accusing finger at American financier CGeorge Soros for mani pul ati ng and
"sweepi ng out 40 years of nation building."

It is understood that the I M- authorities are keen to arrange for a
nmeeting between Prinme M nister Datuk Seri Dr Mahat hir Mohanad and M
George Soros with the intention that they should clear the air once and
for all.

Dr Mahathir, holding staunchly to his beliefs, is adamant however t hat
he is not willing to neet with Soros.

At the neetings, Boards of Governors wll consider how current
i nternational nonetary issues shoul d be addressed at the neetings.

In addition, the annual neetings programe of seminars is designed to
foster creative dial ogue anong the private sector, government del egates
and senior Wrld Bank Group and International Mnetary Fund officials.

Wth enphasis on this, this year's seminars will focus on Asia and the
Worl d: Capital, Conpetitiveness, and Comunity.

A one-day seminar will also be held by the | M at the Hong Kong
Conventi on and Exhibition Centre (HKCEC) on Septenber 19, 1997 on the
subj ect "Asia and the | MF. "

Current perspectives on the Asian growh mracle, the experience of
recent years, and the areas where strains on nacroecononic stability are
bei ng experienced will be touched on.



The future chall enges facing Asia, the sustainability of the growh
performance of Asian countries, and inplications for the future role of
the | M.

The World Bank and | M s annual neetings from Septenber 23-25 with their
board of governors will see the attendance of nore than 13, 000 peopl e
i ncludi ng central bank governors, finance mnisters, international bankers
and medi a representati ves.

The staging of the event so soon after the transfer of sovereignity is
also atinely affirmati on of Hong Kong's continui ng status as an
i nternational financial centre.

The annual neetings will see both the Bretton Wods Institutions rel ease
their annual reports ended April 1997 which envel opes a gl obal view of the
mar kets in industrial and devel opi ng or energi ng econom es.

The Annual Meetings will include 2 1/2 days of plenary sessions, during
whi ch Governors take up matters of business, consult with one another, and
address the assenbl ed del egates to present their countries' views on
current issues in international econonics and finance.

Annual Meetings, outside the US, have been held in London, Paris, Mexico
City, Istanbul, New Del hi, Vienna, Tokyo, Ri o de Janeiro, Copenhagen,

Nai robi, Manila, Belgrade, Toronto, Seoul, Bangkok and Madri d.

The | naugural Meeting of the Boards of Governors was held in Savannah,
Georgia, USA in March 1946. The first Annual Meetings were held in
Washi ngton in 1946.
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