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Confidence “the key to success of BPA schene

A. Devar a]

CONFI DENCE i n each other's currency is the key to the success of the
proposed Bi | at eral Paynent Arrangenent anpong Asean countries usi ng Asean
currenci es, endorsed at the recent Asean Finance Mnisters neeting in
Jakart a.

A seni or econom st with a stockbroki ng house sai d yesterday that the BPA
i dea was a good one

"If the BPAis inplenmented, our trade, of which 70 per cent is conducted
in US dollars, may be reduced to about 50 per cent in the long run

"However, the inportant point here is that traders nust have confidence
in each other's currency.

"At the nonent, the Thai baht and Mal aysi an ringgit have somewhat
stabilised. Only the Indonesian rupiah is a bit volatile.

"The question is whether traders will want to trade using the rupi ah due
toits volatitlity. They may want to go back to a nore acceptabl e currency
l'i ke the US doll ar

"Thus for the PBAto work, sonme problens have to be ironed out, |ike how
totrade if one currency is volatile.

"This is one of the points that have to be drawn up in the guidelines."
According to the International Trade and I ndustry Mnistry figures | ast
year, 73.6 per cent of Ml aysia's exports, or US$162.95 billion (RW62.915
billion), and 64.9 per cent of inports, or US$143.42 billion, were

transacted in US dol | ars.

Prinme M nister Datuk Seri Dr Mahathir Mohamed, comrenting on the BPA
proposal on Sunday, had said that the "policies and gui delines would
ensure that the proposed use of Asean currenci es woul d be effective and
woul d not negate efforts to reduce the regi on's dependence on ot her
currenci es such as the US dol I ar"”

Dr Mahat hir al so said that the central banks of Asean countries woul d
set up their respective clearing houses to facilitate i npl enentation

It is understood that the central banks of Ml aysia, Thailand and t he
Phi li ppi nes, which will be the first to usetheir own currencies in
bilateral trade, are co-ordinating efforts to create the nechanismfor the
Asean paynents arrangenent.

The econoni st added that using the central banks of respective countries
to set up clearing houses shoul d not pose a problem "But there are al so
several other teething problens which will have to be ironed out before
the proposal is inplemented |ike the paynment period and pricing.

"However, basically there nust be faith in each other's currency,
t he economi st.

said
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