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Big Wl | Street firnms agree rul es needed for hedge funds
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SOME of WAll Street's largest investnment firnms yesterday agreed that there
shoul d be sonme formof regul atory environment to disciplinethe hedge fund
pl ayers while ruling out a regul ated hedge fund nmarket .

Gol dman Sachs & Co senior partner Jon Corzine said while there was
al ready extensive reporting requirenents inthe system the "regul atory
envi ronment” was m ssing.

"Many believe that this is the weakness (of the systen). W think that
there shoul d be some formof regulatory reporting such as giving the
proper authorities the power to (use) noral suasion," Corzine saidin
Kual a Lumpur yest erday.

Earlier, while outlining steps that could be taken taken by devel oped
countries, energing econom es and international institutions aliketo
provi de t he foundati on for strengthened and effective capital markets,
Cor zi ne cal | ed on devel oped economies toinstill greater disciplineand
transparency in international capital flows to emergi ng markets.

"This effort requires inproved private risk-nmanagenent systens,
hei ght ened gover nnment al supervi sion, and i ncreased transparency and
official reporting, if not regulatory, requirenents for hedge funds," he
sai d.

He was speaki ng at a pl enary session on "l nvestnent opportunities in
capital markets" at the Apec Business Summit.

He was asked to comment on the possibility of having a regul ated hedge
fund market by one of the 1,000-odd participants.

The unregul ated novenents of short-termcapital flows, under which hedge
funds fall, have often been bl aned by t he af fected Asi an nati ons i ncl udi ng
Prime M nister Datuk Seri Dr Mahat hir Mohamad as the root cause of the
regi onal crisis.

Corzine, who in his speech earlier ternmed capital controls as dangerous,
noted that there is a clear disproportion between the currencies of mgjor
econom es and that of the the devel opi ng countri es.

"(Therefore), the systemneeds to devel op sone countervailing nmechani sm
to hel p support the currenci es of the devel opi ng countries,” he added.

The 130-year-old firmhas a blue-chip board and powerful WAshi ngton
connecti ons.

It has presence in 20 countries with 20 per cent of its business in East
Asi a, and enpl oys nore than 11, 000 peopl e wor | dw de.

Corzine, who in his capacity as Col dman Sachs co-chai rman and co-chi ef
executive officer sat in a US Federal Reserve Bank-brokered consortium of
bankers that bailed out the Long-Term Capital Managenent hedge fund, was
al so asked whet her there was a possibility of the occurrence of anot her
hedge fund debacl e.

"(LTCM is a unique, one-off problem W feel reasonably secure that
there is no (nmore) sniper out," he said in reference to a commrent by US
econom st Paul Krugnan | ast Friday that although the Feds succeeded in
"dodging a bullet" in LTCM s case, the sniper could still be out there.

On a suggestion by one of the participants that there shoul d be a new
econom ¢ world order, Corzine said: "It is an evolutionary process. It is
a necessary ingredient to nove forward."

Anot her panel list Mrgan Stanl ey Asia chai rman John S. Wadsworth
cautioned that, "while | agree that with the concept of a free market, it
isimportant to think individually when it comes to finding a solution to



(a country's) econonic devel opnent .

"To try and have a solution that is “a one-size-fits-all' is wong," he
sai d.

Bot h panel | i sts agreed that Asia, particularly those affected by the
financial turnoil, is onthe right track to recovery with alittle help

froma reforned i nternational financial order.

Wadswort h sai d Morgan Stanl ey believed that Asia has bottomed out and
the "system c risk"” has been taken out of the system

Corzine said Asia is and will be an outstanding investnment opportunity
in years ahead.

Asi an countries and nost energi ng market countries are doing a
respectabl e job of pronoting solid nmacro-econom ¢ policies now and given
time and conmitment, the region would remain prosperous in the decades to
come, he added.

Cor zi ne al so sai d devel opi ng economi es shoul d conti nue and accel erate
t he adoption of international standards i n accounting, bank supervi sion
and cor por ate governance.

International institutions, neanwhile, he said, should refocus their
mai n enphasi s on crisis prevention rather than crisis response.

Multilateral institutions should better tailor their programe to
address structural weaknesses and t he chal | enges of devel opi ng countri es.

"The enphasis should not be on a boiler-plate solution applicable to all
countries but rather on the case-by-case phil osophy, adapted to the
ci rcunst ances of individual countries that worked so well in the debt
crisis of the 1980s," he added.

The other two panellists were KAF Group of Compani es chairnman and
managi ng di rect or Dat uk Khatijah Ahmad and Phi |l i ppi nes St ock Exchange
president and CEO Jose Yul o Jr.
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