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Key questions await Asean | eaders in Hanoi

THE Asi a- Paci fi c Econom ¢ Cooperation (Apec) Econom c Leaders' Meeting
whi ch canme to a close | ast week has drawn mi xed conments. Sone said it
failed to nake itself relevant despite the opportunities available, while
others said it did well just to manage to remain cohesive in the Iight of
sonme very divisive issues.

What ever the opinion, |eaders of the Association of South-East Asian
Nati ons (Asean) who attended the Apec neeting nust do better when they
t hensel ves hold their sumit in Hanoi, Vietnam next nonth.

The need for this is very obvious. Since the start of the Asian economc
crisis in the mddle of |ast year, Asean has done little, despite the fact
that nost of its menber economnies were the worst hit.

Thai | and and I ndonesia had to go to the International Mnetary Fund
(I MF) for assistance, Mal aysia was fighting a | one verbal war agai nst
currency specul ators and hedge funds, while Singapore was seen as not
hel ping its nei ghbours nuch. Asean's newest nenbers in | ndochina were to
an extent insulated fromthe contagi on but a sl owdown in growth shoul d
have been enough for the grouping to act.

Asean has all owed the region's agenda to be taken away fromit by the
| M= and the Wrl d Bank, Japan and the US, the Group of Seven (G 7)
devel oped countries, the Goup of 15 devel opi ng nati ons and ot her
groupi ngs and i nstitutions.

Apec decided | ast week to pass over the currency issue to the G oup of
22 (G 22). There was surprising progress where the issue of ratings
agenci es was concer ned.

Al t hough there was no nention of sone formof controls over currency
traders in the Kuala Lunpur Decl aration, Apec |leaders did agree to
consi der neasures to regulate "hot noney" flows. In this regard, the Kual a
Lunpur Decl aration outlined the need to establish a task force to tackle
international capital flows at source - financial institutions in the
i ndustrialised econonies, including investnent banks, hedge funds,
institutional investors, and highly | everaged and offshore institutions.

The Apec |l eaders indicated that they "attach special urgency to exam ne
the scope for strengthened prudential regulation of financial institutions
in industrialised economes to pronote safe and sustai nabl e capital flows,
to encourage sound anal ysis and better risk assessnment”.

The Apec | eaders al so saw the need to exam ne appropriate transparency
and di scl osure standards for private sector financial institutions
involved in international capital flows, and the inplications of
operations of highly | everaged and of fshore institutions.

Wil e not specifically nentioning currency specul ators, these proposals
address the operations of financial institutions which, because of their
access to | arge anmounts of noney, are capabl e of manipul ating the
currenci es of nations.

The Kual a Lumpur Decl aration also calls for a review of the practices of
international credit-rating agencies to pronote greater effectiveness and
to contribute to sustainable capital flows.

Prime M nister Datuk Seri Dr Mahathir Mhanmad, during the press
conference at the last day of the Apec | eaders' summit, said credit-rating
agenci es woul d be doing a service if they were nore responsi ble and
confined their ratings to institutions they were asked to rate. But, for
now, the agencies are nerely making general ratings, wthout taking into



consi deration nany positive factors. And this does not benefit anyone.

The G 22, which currently conprises the industrialised G7 and the
devel opi ng Group of 15 countries, is considered the appropriate forumto
address the financial issue, through which efforts to strengthen the
international financial systemw ||l be pursued. Thus, the Apec | eaders
call for a G22 sunmt to enable nore concrete action to be taken by
shoul d be | auded.

Behi nd the calls and decl arations, the real successes of the Apec Sunmit
i n Kual a Lunpur were achi eved on the sidelines.

During the Singapore-Ml aysia nmeetings, for instance, both governnents
agreed to patch up the strained relations between the two countries, with
Si ngapore pledging to help Malaysia restore its econony. The offer may
i nvol ve investnents by the Government of Singapore |Investnent Corp

In addition, Taiwan prom sed to hel p Mal aysia and ot her affected
econom es of South-East Asia. It pledged to set up a US$200 million (US$1
= RMB. 80) special fund for sel ected Sout h- East Asian conpanies. And in
doi ng so, Chinese Taipei, through its South-East Asia Hol ding Co, has
despatched a teamto |l ook for equity investnent opportunities in severa
Mal aysi a conpani es.

O her Apec nenbers such as Si ngapore and Hong Kong al so held bilatera
nmeetings on the sidelines of the Apec summit. I n their discussions,

Si ngapore and Hong Kong agreed to cooperate to prevent specul ators from
t aki ng advantage of varying regulations on a stock futures contract to be
traded in both cities. The tal ks between their |eaders centred nostly on
the Singapore International Monetary Exchange's planned | aunch of a Hong
Kong stock index futures contract, sinmlar to the one traded i n Hong Kong.

Asean nenbers held a neeting anong thensel ves during the Apec sumrt but
di scussi ons focused nainly on Canbodi a's admi ssion into the grouping.
Duri ng the Asean Consultation Meeting, Vietnam sought opinion fromthe
ot her ei ght Asean nenbers whether to grant nenbership to Canbodi a during
the Asean Sunmit in Hanoi next nonth. Besides Ml aysia and Vi et nam ot her
menbers in the grouping are Brunei, |ndonesia, Laos, Myanmar, the
Phi | i ppi nes, Singapore and Thai | and.

Has Asean been weakened by the economic crisis? Are Indonesia's
seem ngly unending street protests resulting in disintegration of the
Asean process? Are politics and the proposal of some countries to
intervene in others' donestic affairs derailing Asean's train of thought?

The Asean | eaders’' neeting in Hanoi should seek answers to these
questions. The Apec summit in Kuala Lunpur shoul d provide the Asean
| eaders with sone indication of howthey need to pursue their own ties and
the issues they need to take up where Apec and ot her organi sations have
seened unabl e or reluctant to address.

The Apec sunmt has proved that if Asean is weak and | ess cohesi ve,
others will cone in and out as they like to intervene in the donmestic
af fairs of Asean nenber countries.

|f today they can insult Asean governments verbally, who knows what
they' |l be tenpted to do tonorrow.
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