03/11/1998

PM Force currency trade into the open (HL)

PRI ME M ni ster Datuk Seri Dr Mahathir Mhamad has proposed several
measures to regul ate currency trading, the cause of the financial turnoi
in Asia which is now spreadi ng worl dw de.

Addressing an international conference in Kuala Lunpur yesterday, Dr
Mahat hir said such trading nust be registered and |icensed in the host
countries.

He said banks nust al so be made to reduce the anmount of noney they make
available to currency traders, limting | everages to reasonable multiples,
not 200 tines as was the case with the recently bail ed-out US-based Long
Term Capi tal Managerment Fund (LTCM.

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

"Only a certain percentage in the change of exchange rates shoul d be
allowed for a given tinme. Any rate exceedi ng the percentage all owed shoul d
result in stoppage of trading. The sellers nust deliver within a specified
period the noney sold," Dr Mahathir said.

Speaki ng at the conference on "Managi ng the Asian Financial Crisis:
Lessons and Chal | enges", the Prine M nister said an anount not exceeding a
certain percentage of the trade of the country concerned nust al so be
fixed as the maxinumlimt for any deal on any day.

"Cbviously the rules and regulations and laws will prevent the traders
frommaking the kind of profit they are used to making. But if trade in
goods and services are limted by what the narket can bear, why should it
not limt trade in currencies?"

Dr Mahathir, who is also First Finance Mnister, said although
exchangi ng one currency for another is necessary for world trade, currency
trading inits present formis not.

"If currency tradi ng cannot be done away with, then it should be
properly supervised and regulated. This is possible if the big rich
econom c powers are willing to cooperate, to enact laws and rules and to
enforce them" he said.

Dr Mahathir said currency trading nust be forced into the open. If the
worl d could act in concert to prevent noney |aundering, there is no reason
why it cannot do the same to regul ate currency trading.

"The currency traders are no doubt the people responsible for deval ui ng
the currencies. They are the cause of the currency turmoil. They spread it
wor | dwi de. They precipitated the current recession in every country. They
are well on the way to bringing about a worl dwi de recession," he added.

If the Asian financial crisis is to be nmanaged with any possibility of
success, then currency specul ati on and nmani pul ati on nmust be dealt with, Dr
Mahat hi r sai d.

"It is said that the volume of currency trading is 20 tinmes that of
worl d trade... perhaps even bigger now But what is there to show for the
amount of noney invol ved?

"Clearly currency tradi ng has not done any good for the world. In fact
it has been the cause of the present financial and economc turmoil, and
has i npoverished the world." Unl ess currency trading is recogni sed as
the root cause of the present problem the Prinme Mnister said, corrective
actions cannot be made. Cosnetic adjustnments and correcting periphera
causes will not do any good at all, nor would an adm ssion that currency
trading is too big and too powerful to be regul ated.



"Free trade is good only if it brings about wealth and benefits to the
peopl es and the countries. Free trade is not neant to profit one at the
cost of destruction of the other partner.

"If free trade neans that the rich can rape the poor, then we night as
well resort to conquest and colonisation... If this is what the world
econom ¢ order is going to be like, then we mght as well not tal k about
t he i ndependence of nations and of human rights," he said.

The world can then return to the Dark Ages, "in which econom ¢ and
political exploitation nmust be subscribed to by everyone on pain of being
decl ared a non-bel i ever and being burnt at the stake."

"Pussy footing will get us nowhere. You will have to face the probl ens
squarely and be willing to accept the condemation of the rich and the
powerful if your conference is to contribute anything at all to the
solution of the financial crisis. | hope you are willing to face up to the
chal l enge,"” Dr Mahathir told the participants, conprising corporate
| eaders and foreign diplomts.
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