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Europe stays true to its prom se

EUROPE' S determinationto nmake its presence felt in Asia after the second
Asi a- Europe Meeting (Asem?2) in London did not cone as a surprise. On
March 20, this newspaper carried an editorial predicting that when M
Derek Fatchett, the personal emissary of British Prime M nister Tony
Blair, returns tothis region after Asem?2, Asia can expect its European
friends to be nore forthcomng with their support for the region's fight
agai nst the current financial turnmoil. Britain had vowed to use the Asem?2
tolift the profile of Europe in Asia and we knew t he current EU president
woul d be true to its word.

What cane as a pl easant surprise however, was the magni tude of Europe's
proposed efforts to pronote its interests in Asia. Not only did the
Eur opean nenbers of Asemshow t hat they understood t he probl ems facing
this region but they al so extended tangi bl e fornms of assistance. The
proposed high-level delegation to be sent to Asia, for exanple, will not
be a fact-finding mssion but a mssiontoinvest in the countries that
have been affected by the crisis. Britainis al socoordinating a neeti ng of
the Asemfinance mnisters towork on an international currency system
The finance nmnisters are expected to raise matters relating to
transparency and regul ations in currency markets to ensure stability in
t he exchange rate nechani smat the spring neetings of the Internationa
Monet ary Fund and the Worl d Bank [ ater this nmonth. The ministers will also
stress the need to nonitor short-termcapital flows.

At the sane tine, the Asem?2 al so saw t he establi shnent of a STG5
mllion (STGL = RVMb. 21) AsemTrust Fund. Techni cal assistance in financial
restructuring may not be nuch but it paves the way for greater cooperation
bet ween countries fromthe two continents in a financial crisis. Though
t he money involved i s not nuch, the quality of assistance is what natters.
The Gty of London, for exanple, has the expertise to help countries in
the region trade in their own currencies, an idea that has been scof fed at
by many econom sts and anal ysts as being unlikely to have an i npact on the
region's recovery efforts. It is al so possi bl e that Europe and Asia could
be cooperating closely to see how the introduction on January 1, 1999 of
the euro, the EU s single currency, could be of sone help in stabilising
the value of currencies in this region.

The Mal aysi an del egation | ed by Prine M nister Datuk Seri Dr Mahathir
Mohamad has nore reasons than just these initiatives to be pleased about
t he out come of the Asem Europe's recognition of the need to regul ate
currency tradi ng and noves to consider ways to i npl enent themis a
vi ndi cation of the Mal aysi an stand and that of Dr Mahathir, who had
repeatedly rai sed the rol e played by currency specul ators and t he
unregul ated trade in currency.

At the Asia-Europe partnership conference in London, Dr Mahat hir had
told the participants that any financial crisis has a wi despread soci al
and economic inpact. He said the disciplining process by narket forces has
made 20 m|ion workers | ose their jobs, the rest have | ost three-fourths
of their effective incone, their businesses, big and snmall have been
bankrupt ed; their people have no food or nedicine, and they have been
forced to migrate to nei ghbouring countries which unfortunately are no
better off then their own. In addition, the actual loss in nonetary terms
caused by the disciplining execrise can be gauged fromthe Ml aysi an
exanpl e. The ringgit has been deval ued by approxi mately 60 per cent. Since



t he Mal aysi an gross nati onal product was about US$100 billion (US$1 =
RMB. 75) before the devaluationit is nowreduced to about US$40 billion.

In viewof this, the Aseml eaders stressed the inportance of
conpl ementarity between econoni ¢ and soci al policies. They agreed t o adopt
a bal anced approach i n addressi ng the soci o-econom c i npact and bring
their currency specul ati on concerns to the I MF and Wrld Bank. Inthis
regard, the EU has gone one step ahead of the US or Japan. Britain, as the
host of Asem deserves to be congratul ated for this success. Europe, which
had i ndeed seened rat her quiet since the turmoil broke out in July, is now
clearly visible and audible in this part of the world.
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