18/ 11/ 1997

Unexpect ed French connecti on

MR JACQUES Chirac, as the new President of France in 1995, made

i nternational headlines when he chose to go ahead with his country's

nucl ear testing programre on the Miururoa atolls in French Pol ynesi a.
Peopl e across the gl obe reacted with fury as it was a tinme when the world
was wor ki ng towards obtaining a consensus for a conprehensive nucl ear test
ban treaty. Chirac was criticised and condemmed across six continents, by
children and politicians alike, for not respecting the views of the

i nternational conmunity.

Thi s week though, he will be nmaking headlines of a different sort in
Mal aysia. His support for Prime Mnister Datuk Seri Dr Mahathir Mhamad' s
call for regulations in currency trading as well as his decision to defy
the US threat of sanctions under the Iran-Libya Act 1996 will conpel many
Mal aysians to review their opinion of this man. Chirac's opposition to the
I ran-Li bya Act is easy to understand, since Total, the French petrol eum
firm is involved with Malaysia's Petronas, Russia's Gazprom Canada's Bow
Val | ey and | ndonesia's Bakrie Group in a RM6.6 billion joint venture
project with Iran to devel op part of the South Pars gas field. The US has
t hreat ened sancti ons agai nst these conpanies for the alleged contravention
of the Iran-Libya Act 1996 which t hreatens sanctions agai nst any nation
the US feels is supporting terrorism Under the Act, Washington is
enpowered to i npose sanctions or penalties upon any conpany that invests
nore than US$20 million (US$1 = RMB.33) a year in Iran's oil and gas
sectors.

Chirac's support for Dr Mahathir's untiring efforts to i npose
regul ati ons on currency trading was a bit of a surprise, and signals a
gl obal acceptance of Malaysia's point that currency trading in its current
formis potentially harnful to economes. So far, strong support for
regul ati ng currency tradi ng has conme only from groupi ngs representing
devel opi ng countries, such as the Goup of Fifteen and the Associ ation of
Sout h- East Asi an Nations. Finance ministers fromboth the G 15 and Asean
will nmeet in Kuala Lunmpur next nonth to firmup proposals on how currency
tradi ng shoul d be regul ated to saf eguard weak currenci es and econom es.
The Commonweal th has al so recogni sed the need for regulation in currency
trading, although its sunmt in Edinburgh recently did not make as
forceful a statenment as the G 15 | eaders. At the Asia-Europe finance
m nisters neeting in Bangkok, European del egates nmade token
aknow edgenents to the idea which, at the tine, had been ridicul ed by
econom sts, governnent | eaders and currency traders.

Wth French support, Ml aysia's efforts to obtain an internationa
consensus on what needs to be done follow ng the South-East Asian
financial crisis should be that nmuch easier. France, after all, is a
power ful menber of the European Union, the G 7, the United Nations
Security Council, and the OECD. France is also Ml aysia's key trading
partner and a source of foreign investnent. Its contribution towards
Mal aysi a's nation building has increased in recent years with, for

exanpl e, the establishnent of the Mal aysia-France Institute in Bangi. Its
presence in the region, along with a greater enphasis by the EU, is al so
substantial. The position that France has taken will undoubtedly conpe

many countries to rethink their own positions vis-a-vis the currency
trading and the US Iran-Libya Act issues. The US will now be forced to
take notice of its ally's views that run against its own on both these



natters.
After Japan's sudden about-turn on the Asian Fund proposal, however, we

must be forgiven if we are a little wary. W have no cause to doubt
Chirac, but Ml aysians will be watching himand his government closely to
see if France will do a Japan on Mal aysia and Asia on the subject of
currency trading and the Iran venture. W hope Chirac will display the
same singl e-m ndedness when dealing with these i ssues as he di d when he
ordered the nucl ear experinents on the atolls to go ahead despite the
world' s wath. At least, with the current issues, we can assure himthat
it is for a good cause.
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