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"NO, there is nothing," Prime Mnister Datuk Seri Dr Mbhathir Mohanad said
when asked by reporters in Bangkok three days ago whet her sonething was up
in his back-to-back visits of Asean countries in recent weeks.

But he pointed out that his visits were to persuade his counterparts to
trade with other Asean countries using regional currencies.

Dr Mahathir, after deep understanding of the current econom c probl ens
pl agui ng several Asean countries, decided to visit several Asean states
hinself, in a bid to encourage intra-Asean trade by using regional
currenci es.

The Asean Informal Summt which ended in Kuala Lunpur on Dec 16 had
agreed that trade in their respective currencies would hel p reduce the
dependency on the US dol | ar

Dr Mahathir took it upon himself to bring the clock forward and to
ensure the decision was inplemented as early as possible.

H s pro-active actions proved to be fruitful.

Thai l and, the Philippines and Malaysia will formthe core group to begin
trading in their respective currencies. |ndonesia has also agreed to work
t owar ds such an arrangenent.

"W will settle (the paynment) in the currency of the country which is
selling to us," Dr Mahathir said, adding that the nove woul d enabl e Asean
States to save foreign currencies for the purpose of buying fromcountries
out si de the region

The Prime Mnister said he saw no reason why foreign currencies had to
be used for trade between Asean countri es.

"If the trade is between Thail and and Mal aysia, there is no reason why
we shoul d use the currency of a third country for settlenment. If we have
enough faith in our currencies, then we should use our currencies."”

The worl d today is dominated by the US dollar which is used for 60 per
cent of global commercial transactions and 80 per cent of financial
mar ket s.

Dependants on a single foreign currency woul d only expose the Asean
countries toits volatility. Their economies will be affected by its
fl uctuation.

The dom nance nust, therefore, end.

The US donestic econony is highly protected against the effects in the
external value of the dollar. American policy-makers are nore concerned by
the internal effects of their actions than the potential inpact on the
i nternational nonetary system

The result is that the world econony is heavily exposed to the effects
of the often significant and unpredictable novenents in the value of the
dol | ar.

As exchange rates anbng Asean countries had not changed nmuch as they
were all deval ued by al nbst the sanme extent, they could continue to trade
with each other and could even expand it with the use of regional
currencies.

Goods from Asean countries woul d be cheaper to nenber countries.

Dr Mahathir al so hoped that for the purpose of intra-regional trade,
Asean woul d eventual |y have a comobn currency.

“Initially, we cannot have a single currency because we don't have an
agreenment on it. But we hope that eventually we nmight be able to have a
common currency for the purpose of trade, sonewhat |ike the euro," Dr



Mahat hi r sai d.

Al t hough there are still scepticismabout the effectiveness of the euro,
t he European Uni on has passed the point of no return for its introduction
in the financial market on Jan 1, 1999.

Twenty billion notes in seven different denom nations and 70 billion
coins in eight denomnations will be circulated in year 2002 for practi cal
use at the peopl e-to-people |evel.

Most of the 15 EU nmenbers are confident that the euro will have a huge
i npact on international nonetary relations and will propel Europe into
prosperity and financial stability in the next century.

Asean in particular needs stable currency reginmes to liberalise trade
and i nvestments. As economi c interdependence increased, so did the
consequential spill-over of both positive and negative effects. The nost
rapidly transmtted and danmagi ng of these was currency confidence problem

Regi onal currencies have fallen by sonme 10 to 60 per cent against the US
doll ar since the baht's deval uati on agai nst the greenback on July 2.

Therefore, the idea of a single currency should be carefully exam ned as
a long-termmeasure to inprove financial stability in the region.

No doubt, there nay be problens as the i dea may border on the
sovereignty of the Asean states, but the current financial problens in
Asi a whi ch some anal ysts call "the Geat Asian Bust" could well serve as a
reason to examine its possibility.

Those outside the region are keenly watching the devel opnents in Asean
as the grouping nmakes an effort to overcone its problens and cone out with
| ong-termsol uti ons.

An Asean solution is crucial as ultimately it will be Asean which
determines its own future
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