17/ 12/ 1997

Proposal to conduct trade in local currencies gains nomentum

THE nove to have trading in the region conducted in the respective |oca
currenci es gai ned nonentum yesterday, with Asean Fi nance M ni sters bei ng
asked by their |eaders to study it while South Korea proposed that an
expert group be set up to see how this could be done.

Bot h Chi na and South Korea raised the matter in the Asean+l tal ks
yesterday. Asean al so proposed to Japan in their discussions that it use
| ocal currencies when trading with countries in the region.

CGenerally, the proposal was based on the fact that there was a | ack of
US dollars in the region and thus suggested to reduce dependence on hard
currenci es.

Prime M nister Datuk Seri Dr Mhathir Mhamad said Asean during its
nmeeting with China, decided that mnisters woul d work out an arrangenent
on this.

Dr Mahathir said South Korea considered the proposal useful given the
depreciation of the won and had proposed the formati on of an expert group
to study how such trade coul d be conduct ed.

Phi | i ppi ne president Fidel Ranbs said in a separate Press conference
that Japan shoul d consi der using | ocal currencies when trading with
countries in the region.

He said the proposal was conveyed to Japan's Prinme Mnister Ryutaro
Hashi not o at the Asean+l1 neeting yesterday.

Ranps said the Asean | eaders had agreed that there was a need to
consider alternatives to using US dollars in intra-regional trading

"This is being studied by Asean finance mnisters and officials, and
there will be a neeting early next year to further discuss the matter."

"But we have al so asked Japan to |l ook into the possibility of using
Asean currencies," Ranps said adding that the nmeeting would al so be
attended by officials fromJapan.

He said due to the far-reaching inplications of the currency probl ens,
he had proposed that Asean, together with its di al ogue partners, academc
institutions, individual analysts and the International Mnetary Fund
study conprehensively the matter on a gl obal scale.

"This is to find the causes and effects of this phenomenon to gui de us
in our response to the problem™

He al so proposed that the United Nations study the matter and said he
had di scussed the matter with UN Secretary-General Kofi Annan when they
met earlier.

Ranps said the | eaders went beyond nonetary neasures in responding to
the financial problens and not only re-affirned their comm tnent to open
trading but also to accelerate the inplenmentation of the Asean Free Trade
Ar ea.

"Sonme | eaders even proposed the consideration of a Free Trade Area
conprising Sout heast Asian and Northeast Asian countries."

He added that in recognition of the econom c problem s gl obal dinension,
the | eaders had called on the maj or economi es - nanely Japan, the European
Union and the United States - to exert greater effort to overcone the
si tuati on.

He added that the | eaders al so acknow edged the IMFs central role in
restoring stability to currency nmarkets.
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