19/ 11/ 1998

APEC calls for nonetary reform

WHAT was first expressed by Prine Mnister, Datuk Seri Dr Mhathir Mhamad
and | atter echoed by other | eaders and econom sts, has finally gai ned
endorsenent by a major international grouping. Wat caused the Asian
financial and econom c crises that inpoverished many economies in the
region and, which threaten many other countries, calls for internationa
attention and deliberation, especially by the rich and devel oped nati ons.

Finally it gained the attention of the Asia-Pacific Econom c Co-
operation forum After the end of a two-day Apec sunmit, the 21 gathered
| eaders i ssued a communi que yesterday that called for urgent reformof the
international financial systemand the nonitoring of short-termcapital
flows. The declaration effectively endorsed a report by financial
officials who nmet earlier this nmonth that proposed i nproved supervi si on of
the financial system The sunmit also urged a review of the practices of
i nternational rating agenci es whose changes in assessnents dramatically
affect the ability of countries and conpanies to raise loans in the
i nternational capital market.

The Apec | eaders al so want devel opnent institutions to be internediaries
to pronote private capital flows. They also call for the creation of a
wor ki ng group to study investnent banks and and to inpose transparency
anong hedge funds to ensure sustai nable capital flows. They saythat an
international task force nust be established along with the private sector
to deal with debt problens.

Clearly then the Apec declaration is testinony of the |eaders
cogni sance of the causes of and the problens arising fromthe Asian
crisis. It might not resolve all the problens overnight, indeed even over
the next few years. At |east Apec has lived up to its basic role of a
consultative forumto deliberate econonic issues and concerns of nenber
countri es.

Apec has recognised that all is not right with the current internationa
financial architecture that tolerates free and rapid capital flows. Wich
is why it has called for several nechanisnms to nonitor and regul ate the
movenent of capital flows. The nmeasures Apec desires to be put into place
are initiatives that hopefully would result in orderly novenent of capital
and orderly flow of financial aid to countries in need.

Mal aysi a woul d be content with the package. Significantly, it contains a
revi ew of the business practices of international rating agencies. These
compani es persistently add to the problens of ravished econom es by
downgr adi ng the soverei gn and corporate debt ratings. These arbitrary
assessnments nmake the borrowi ngs of the ailing countries nore expensive,
just when their econom es are beginning to turn around.

In the final analysis however, the various nmechani sms and neasures
called for by the Apec | eaders might remain nothing nore than a nere
declaration if they are not put into place. It takes nore than Apec to
institute changes to the international financial architecture. Perhaps the
better forumwoul d be the &2 which brings together the richest of the
rich nations as well as 15 devel opi ng econoni es. An endorsenment by the &2
m ght just see the inplenmentation of yesterday's Apec declaration. |If the
nmeasures, at |east sone of themare not inplenmented, then Apec woul d
continue to function as nothing nore than a tal k-shop and the | eaders
summt little nore than a great photo opportunity.
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