24/ 10/ 1998

A different set of rules for the West

DATUK Seri Dr Mahat hir Mhamad said Asian countries would have been
accused of cronyi smand abuse of power if they had bailed out any of their
ai ling conpani es as was done by the United States on the Long-Term Capital
Managenent Fund.

Dr Mahathir said in the case of LTCM the US did not only help its
croni es, but used ot her people's noney to hel p thensel ves.

He said with a capital of only US$4 billion (RML5.2 billion), the LTCM
was abl e to borrow US$120 billion. Subsequently, this sumwas used by LTCM
to borrow US$1 trillion.

He sai d since hedge funds were not supervised in any way and lending to
hedge funds have not been nonitored, hedge funds including LTCM have been
able to |l everage up to 200 tinmes its capital

"Alnost all the giant banks of the West provided this |arge sum
Fol | owi ng the problens at LTCM UBS, the | argest bank in Europe,
experienced | osses of US$700 million.

"There were other funds and banks that experienced | osses of nore than
US$1l billion.™"

He said given the likelihood that the financial systemof the Wst would
conpl etely col |l apse, the Federal Reserve Bank of the US, conpelled Wstern
banks to bail out LTCMthrough the granting of |oans totalling US$3.5
billion.

"The depositors' noney was utilised to facilitate this bailout. The fact
that the banks' directors who provided the noney for the bailout were al so
investors in LTCMwas not at all perceived as unethical,” Dr Mahathir
sai d.

Dr Mahathir said the collapse of LTCMwoul d al so af fect other financia
institutions and this mght adversely affect the US econony.

As it is, he said, the US dollar has fallen sharply agai nst the Yen. The
US dol I ar, which was previously equal to 140 Yen, had fallen to an intra-
day |l ow of 112 Yen

Dr Mahathir said as the West could now see the possibility that they
too, mght face a financial crisis as a consequence of currency trading by
hedge funds, they had begun to speak about the inportance of currency
tradi ng control

"However, up to now, their actions have been limted to nere talk. It
does not appear that they intend to regulate currency trading. W are
concerned that if they inpose any rules, they will be directed at saving
their own econonies and finances only."

He said the interests of devel oping countries |ike Ml aysia were not
i mportant to them

Dr Mahathir said due to such attitudes, Malaysia could not depend on
t heir assi stance.

"Qur destiny is in our own hands," he said adding that they condemed
the recent neasures introduced by the Government and frequently asked when
the controls on the trading of the ringgit would be lifted.

He said al though Mal aysia believed in free narkets and the free fl ow of
capital, it had wi tnessed how t he freedomcoul d be abused.

"W will, therefore, not allowthemto trade our currency as they
pl ease. As long as they do not put in place rules to effectively contro
the trading in currencies, we will not permt the value of our Ringgit to
be deternined by them"
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