16/ 09/ 1998

Clinton calls for interest rate cut (HL)

KUALA LUMPUR, Tues. - As the Asian economc crisis spreads to Latin
Anerica and Russia, and with the I nternational Mnnetary Fund adm ttingits
wrong approach to the crisis, the world superpowers yesterday called for a
new strategy to adapt to the present international financial scenario.

US President Bill Clinton yesterday called for finance m nisters and
central bank chiefs fromthe G oup of Seven devel oped nati ons and
ener gi ng- mar ket countries to neet in Washington within a nonth to devise
long-termsolutions to the financial crisis.

Calling the economic crisis as the "biggest financial challenge facing
the world in a half century", dinton, in a speech in New York, said the
neeti ng shoul d recommend ways to adapt the international financial
architecture to the 21st century.

The G7, in a statenment, echoed US' worries and feared that the risk of a
gl obal sl owdown had i ncreased because of the rapid spread of financi al
turmoil across the world.

The IM-, onits part, admitted that it had failed to play an effective
rol e i n hel pi ng Asi an econoni es tackl e the current econoni c probl ens.

The 1998 | M s executive board annual report rel eased i n Washi ngt on sai d
t he Fund acknow edged that it had failed to anticipate nuch of Asia's
financi al turbul ence, had i nposed excessi vel y harsh polici es on econoni es
incrisis and | acked the expertise to deal with nmany of the region's
probl em

The candi d assessnent of its own role in the Asian crisis also included
the IMF s frank adm ssion that it was "taken by surprise" by many events
in Asia over the past year and that the design of its energency rescue
progranmmes for countries |ike I ndonesia was seriously flawed.

The report also stated that there had been consi derabl e debate within
| M= over whether it shoul d condone the use of exchange rate controls by
devel opi ng countries to regul ate short-termcapital flows as a way of
easi ng pressure on their currencies.

In arelated comentary, the Far Eastern Econoni ¢ Revi ew (see CORRECTI ON
above) said the M- report also disclosed that its directors coul d not
agree on its own role.

"Sonme, we learn, believethe IMFis too free in handing its noney to
troubl ed countries, helping to make governnents nore reckl ess. They are
di vi ded on whet her hedge funds shoul d be better regul ated and whet her the
bi ggest economni es shoul d consi der the state of the worl d when t hey raised
their donestic interest rates, or worry only about their own donestic
affairs.”

Already, dinton, in the same speech, had hinted that he favoured a
| owering of interest rates, and repeated the warning fromthe Federal
Reserve Board chai rman Al an Greenspan that the US cannot forever renain
"an oasis of prosperity" in an expandi ng desert of turnmoil.

The new "nessage" fromthe devel oped nations, which groups US, UK
Japan, ltaly, France, Germany and Canada, sonewhat echoes t he opi ni on of
Prime M nister Datuk Seri Dr Mahat hir Mohanmad who has repeatedly call ed
for a change to the global financial system includingregul ated currency
trading and the | owering of interest rates.

The US is expected to convene, within a nonth, a neeting of G7 finance
m ni sters to reconmend new ways to tackle the present world financial
situation and devise a strategy to pronote gl obal grow h.
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