22/ 09/ 1997
No change in forex trading regul ati ons, says Anwar

Bai dura Ahnmad i n Hong Kong

THERE i s absolutely no change in the rules and regul ations in foreign
exchange trading in Malaysia and the country remains comritted to further
l'i beralisation of its financial services sector, Deputy Prinme Mnister
Dat uk Seri Anwar | brahi msai d.

El aborating on a report in the South China Sunday Morning Post yesterday
whi ch quoted Prime M nister Datuk Seri Dr Mahathir Mhanmad as saying that
Mal aysia was to limt forex trading to financing of trade, Anwar, who is
Fi nance M ni ster, said:

"What Dr Mahathir nmeant was there is an urgent need to study the adverse
i mplications due to excessive specul ati ons on the currency.

"W woul d certainly urge the use of IM- as a forumto tackle this
matter."

"W are suggesting that a study be conducted by the responsible
authorities, such as the nmultilateral agencies like the | M-, to introduce
nmeasur es deened necessary."

Anwar arrived in Hong Kong yesterday with his wife, Datin Seri Dr WAn
Azizah Wn Ismail, to attend the annual International Mnetary Fund/ Wrld
Bank neeting which starts tonorrow. He was speaking to reporters soon
after his arrival

Asked whet her the Kual a Lunmpur Stock Exchange was likely to react badly
to the report by the Hong Kong daily, Anwar said: "No ... there is no
basis in suggesting that we will change the rules and regulations in forex
t radi ng.

"l have just spoken to Dr Mahathir over the tel ephone and have sought
his clarification."

Anwar reiterated Malaysia still stood by its view that specul ative
currency trading was "inmoral ", as mentioned by Dr Mahathir in his speech
when he addressed a gathering of 500 bankers and foreign fund nanagers at
a sem nar organi sed by | M-/ World Bank on Sat urday.

In the report, Dr Mahathir said recent events in financial markets neant
there had to be a re-exam nation of Asia-Pacific Econom c Co-operation
nations and the Wrld Trade O gani sation.

"Qur banks and financial institutions are not strong enough to w thstand
the huge foreign institutions. W have to re-exam ne every aspect in
detail before we can go forward. I'mnot going to give up. W can turn
around the econony. W will map out our strategy.

"Perhaps we are in a better position than a | ot of other countries. |
know we are up agai nst these peopl e, because they like to say "I told you
so'. They were telling us the econony was overheati ng and shoul d sl ow
down. Then they did this. W would not have sl owed down but for this."

Dr Mahathir said Mal aysi a backed the closer integration of world econony
and the growth in trade.

"W can have gl obalisation but it cannot be anarchic. It cannot be
devoid of rules and regul ation. Ot herw se people will run anok."

Anwar, who was al so asked whet her Mal aysia was comrmitted to the
|iberalisation of its financial sector, said: "W are conmtted to the
liberalisation process. As it is Malaysia's currency market regine is
quite |iberal

"The position that we have taken is with regards to future negotiations
at the Wrld Trade Organisation forumfor the financial services sector.

"W have stated clearly that we will only proceed with liberalisation on



the condition that there is an effective guideline or mechanismto protect
ener gi ng econom es fromunscrupul ous specul at ors.

"It is not a question of not comitting ourselves to further
l'iberalisation," he added.

Anwar said he had al so nade specific reference to that matter in Bangkok
(at the Asia-Europe Finance Mnisters' neeting | ast week), insisting that
the I MF introduce guidelines supporting liberalisation as well as ensuring
that it has adequate supervision for the banking sector.

Anwar said he was confident that the financial services agreenment anong
WIO nmenbers woul d be settl ed by Decenber as schedul ed.

"You cannot expect us to surrender at this juncture, seeing what has
happened in Thailand recently and its effects on the region,” he added.

Anwar said he was hopeful of further |iberalisation taking place in
Mal aysia as well in other WIO nenbers' financial services sector because
"there is no alternative to this".

On the Asian Mnetary Fund, a proposed fund to be set up by Asian
countries to protect the nmenbers agai nst currency specul ators, Anwar sai d:
"We are still pursuing this and are nowtaking it up with the | M.

"W have to discuss the details such as countries involved and
conditions to be adopted."

Later, Anwar was asked to comment on the speech by US investor George
Soros at a | MF/ Worl d Bank sem nar here.

In his speech, Soros said that Dr Mahathir was using him (Soros) as a
scapegoat to cover his own failure.

Anwar said: "M Soros certainly m ssed the point by saying that Dr
Mahat hir's accusati ons on currency and mar ket specul ators were an effort
to cover the weaknesses of the Ml aysi an econony and political system

"I't cannot be denied that we are facing a major chall enge from
unscrupul ous speculators in the currency and stock markets.

"This and the fact the crisis has a contagious effect on the regi on was
acknow edged i n Bangkok and here by the | MF. "

Anwar said he recalled an article witten by Soros in a US-based
magazi ne recently in which Soros wote about unethical and i moral
behavi our and mar ket i nperfections.

"Why is it that he forgets this article when he deals wi th market and
currency specul ations? You nean to say that it can be defended as a noral
activity.

"I think that we shoul d confine ourselves to this specific issue rather
than digress to others."”

( END)
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