19/ 09/ 1998
Euro seen stabilising world currency system

Hami sah Hami d

THE Eur opean Union (EU)'s single currency, the euro, is expected to
stabilise the global currency systemby acting as an alternative to the
dominant US dollar in the international trade, says the head of European
busi ness centre.

Eur opean Busi ness I nformati on Centre (Ebic) executive director Raffaello
Tarroni said the euro, to be introduced by January 1 1999, woul d be abl e
to stabilise the inbal ance created i n the gl obal trade transactions
t hrough t he nmonopol y position held by the greenback

"Currently, 60 per cent of world trade transaction is nmade up by the US
dollar but the US only represents 16 per cent of the world trade.

"It's like four tines of inbal ance between what the US represents and
what the US doll ar represents (inthe international trade).

"This woul d create inbalance in the circulation of US dollar and
instability in the currency systemdue to the nonopoly of the US dollar,"
he told a press conference in Kual a Lunpur yesterday.

The conference was hel d to announce a sem nar on "Euro: The Inplication
of the European Single Currency on I nternational Trade and Banki ng", to be
hel d in Kual a Lunpur on Cctober 15.

Tarroni said in the long run, the euro can be an instrunment to stabilise
t he gl obal currency system

Currently, the use of euro in transactions by people outside the EUis
on a voluntary basis until the eurowll is fully adopted by the year
2001.

He cal |l ed on Mal aysi an busi nessnen to be aware of the currency
devel oprment inthe EUas it is a very | arge market.

Two years ago, there were about 373 nmillion people in Europe conpared
with 266 million in the US

Tarroni al so said before the full adoption of the euro, the nationa
currenci es of each of the EU nenbers are allowed to fluctuate at a certain
spread.

This, he said, will negate uncertainty and pronote stability in business
transactions in the EU economi es.

"Before the currency exchange control, the Prine Mnister (Datuk Seri Dr
Mahat hi r Mohamad) has been | ooki ng at alternative neasures... this (the
euro) is the alternative," he said when asked howrelevant is the
i ntroduction of euroto current Asian currency crisis.

Meanwhil e, Malaysia Institute of Directors vice president Dr Ian Chia,
who was al so present at the press briefing, shares Tarroni's view.

He said the the euro will have a great significance on Mal aysia as it
will be the alternative currency instead of the US dol | ar in busi ness
transacti ons.

He bel i eved that the euro coul d al so becone the nmaj or reserves currency
anong banks instead of the greenback.

In 1996, the EU hel d US$350 billion (US$1 = RV3.80) in foreign exchange
reserves, conpared with US$49 billion in the US and US$172 billion in
Japan.

"The introduction of euro will al so provi de new avenues for Asian
countries to raise loans fromthe EU as wel | as tappi ng newtechnol ogy
that is not available in other parts of the world," he said.

Chia, who regards the EU as "a market not tapped properly by Ml aysi an
busi nessnen", saidit is the right market for | ocal businesses | ooking for



stability.

Chi a was optim stic when asked whet her Asean coul d enmul ate EUin com ng
out with a comon currency.

"It can be done," he said, adding that if Europe took al most 45 years to
see its conmon currency naterialise, Asean could doit within 15 years.

He sai d despite the big differences i n econom ¢ devel opment anbng Asean
nmenbers, the association can use the euro as a nodel for a conmon Asean
currency.

He said the recent currency attack neans that it is inperative for
countries to tal k about all the possibilities.

"The way Asean countries are novi ng together, the region's conmon
currency could be seen within a span of 15 years," he added.

Tarroni, nmeanwhile, is quite cautious. Wile he did not rule out the
possibility of Asean having its own currency in the future, he believes
Asean has to take into consideration the needs of each nenber country.

Unli ke the European countries, he said Asean countries do not have
comon needs. "The needs of Canmbodi a and Laos are different fromthe needs
of Mal aysia and Thailand... a nove like this requires things to be taken
step by step".
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