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Currency traders nust be |licensed, says PM

Rashi d Yusof

KUALA LUVMPUR, Mon. - Advancing his argunents for greater transparency in
currency trading, Prime Mnister Datuk Seri Dr Mhathir Mhanad sai d today
those in the business should be registered and licensed in countries where
t hey operate.

He al so outlined several other nmeasures to regul ate currency trading.

They are:

* Banks nmust be made to reduce the noney they lend to the funds
(controlled by currency traders) to reasonable multiples;

* The basis for changi ng the exchange rate nust be regul arised. So | ong
as there are buyers, there should be no change in the rates;

* Only a certain percentage in the change of exchange rates should be
allowed for a given tinme. Any rate exceedi ng the percentage all owed shoul d
result in stoppage of trading;

* The sellers nmust deliver within a specified period the noney sol d;
and,

* An anmount not exceeding a certain percentage of the trade of the
country concerned nmust be fixed as the maximumlimt for any deal on any
day.

Dr Mahathir said if currency trading could not be done away with, then
it should be properly supervised and regul at ed.

"This is possible if the big rich econonic powers are willing to co-
operate, to enact rules and to enforce them" he said in his keynote
address at the "International Conference on Managi ng The Asi an Fi nanci al
Crisis: Lessons And Chal l enges” at the Pal ace of the Gol den Horses.

The two-day conference is jointly organi sed by the Asian Strategy and
Leadership Institute, Rating Agency Mal aysi a Bhd and Li mkokw ng
Integrated. It is being attended by international experts, national policy
makers and busi ness | eaders.

Dr Mahathir said obviously, the rules and regul ati ons and | aws woul d
prevent the traders frommaking the kind of profit they were used to
reapi ng.

"But if trade in goods and services is |limted by what the market can
bear, why should it not limt trade in currencies?

"Must we protect the excessive profitability of currency trading to the
extent of plunging countries, regions and the world into econom c turnoil
and recessi on?"

In this context, Dr Mahathir said that currency tradi ng nust be forced
into the open. He argued that when the world acted in concert to prevent
nmoney | aundering, there was no reason why it could not do so to regul ate
currency trading.

Dr Mahathir traced the strategi es of South Korea and Asean countries in
devel opi ng the econony and how, if left to themsel ves, these countries
woul d catch up with the devel oped world in a relatively short tine.

Referring to the currency traders, the Prinme Mnister said: "The
currency traders are no doubt the people responsible for deval uing the
currenci es.

"They are the cause of the currency turnoil. They spread it worl dw de.
They precipitated the current recession in every country. They are well on
the way to bringing about a worl dw de recession.”

Thus, he said: "If we are going to nanage the Asian financial crisis
with any possibility of success, we have to deal with currency specul ation



and mani pul ation. "

The Prime M nister argued that with the volune of currency trading said
to be 20 times that of world trade - perhaps even bigger now - "what is
there to show for the anmount of noney invol ved?"

He said world trade created wealth, jobs and industries and all and
every kind of economic activity.

"The world is as developed as it is today because of world trade in
goods and services of every conceivable kind. If world trade is 20 tines
its present value, then the wealth and the well-being it creates would be
uni magi nabl e.

"Every country, rich or poor, backward or advanced woul d be consi derably
enri ched. But we know that the wealth of the world is due largely to the
trade in goods and services, while currency tradi ng despite being 20 tines
bi gger has not contributed anything to the well-being of the world, to
econom ¢ devel opnent . "

Dr Mahathir nade it clear that unless currency tradi ng was recogni sed as
the root cause of the present problem corrective actions could not be
nmade.

( END)
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