11/ 02/ 1998
Tokyo says Yes to use of yen in trade (HL)

Fauzi ah Ismail in Tokyo

TOKYO, Tues: In a major breakthrough for Asean's initiative to pronote the
use of regional currencies in trade, Japan has agreed that its trade with
Mal aysi a and Si ngapore could be paid in yen.

Mal aysi a, which is spearheading the initiative, had | ast week won the
support of the Philippines and Thailand to use |ocal currencies for intra-
Asean trade. Prinme Mnister Datuk Seri Dr Mhathir Mhanmad, who visited
his counterparts in the two countries, had said Mal aysi a woul d be tal ki ng
to the other Asean nenbers to further extend the arrangenent.

Today, his deputy and Finance M nister Datuk Seri Anwar |brahi msecured
Japan's "firmconmmtnment" for the use of the yen for settlenents by its
banki ng system of trade with Ml aysi a and Si ngapore.

Describing this as a "breakthrough" in efforts to revive the ailing
econom es of the regi on, Anwar said Japan's invol venent augurs well for
t he Asean currency proposal

Anwar secured the commitnent during his neetings with Japanese Fi nance
M ni ster H karu Matsunaga, Vice Mnister for International Financial
Affairs Ei suke Sakaki bara, and Li beral Denocratic Party secretary-genera
Koi chi Kat o.

The yen, Anwar said, has becone an inportant international currency.
"This is not a sentinental point... it is due to the strength of the
Japanese econony. "

"Sonme 70 per cent of our external trade is denom nated in US doll ars.
think it would be wise for us to continue using the US dollar but at the
same time in the context of Japan, | don't see why we cannot use the yen,"
he told a press conference attended by sone 100 Mal aysi an and foreign
journalists at the Ni ppon Press Centre here.

Anwar said it is not a question of the yen replacing the greenback as
the international trading currency.

"I don't think the yen should replace the dollar. | don't think Tokyo
wants that too.

"But the option remains for the yen to play a nore pronounced role in
trade settlenents not only for Ml aysia and Si ngapore but al so ot her
countries in the region.”

The Deputy Prinme Mnister also said he is optimstic various joint
nmeasures to revive the region's econonmes will produce results soon.

However, on the resistance encountered over the proposal by Japan and
Asean to establish an Asian Mnetary Fund, he regretted that "our dear
friends in the USrejected it outright even when they need not have to
make any contributions (to the proposed fund)."

The Asian Monetary Fund woul d have been a standby facility with equa
contributions fromparticipating countries. Therefore, the issue of
Japanese doni nance woul d not arise, or would the question of Internationa
Monetary Fund's (I MF) effectiveness being undernined, as it was envi saged
to conplenent | M- s activities and abide by its conditionalities.

"W presented our case to (US Treasury Secretary Robert) Rubin but it
was dropped far too quickly because Japan took the rejection too
seriously. In the absence of other initiatives, we had said we should
deliberate on it (the Asia Fund) further.

"But now, | amnore optinistic as there are now conpl enentary neasures
to those introduced by the | M- for the region," Anwar said.

Asked why Mal aysia has not turned to the I M- for help, he said Ml aysia



is not at a stage where it needs to be bailed out.

"When a country faces a problem serious enough, when it is technically
i nsol vent and cannot service its foreign debt, that is when the | MF cones
in.

"Mal aysia is fortunate that we have not reached that stage. The | M has
al so not suggested that we go to them .. as |long as we nake the necessary
adj ustnments to counter the contagion effects of what has happened in
Thai | and, I ndonesia and Sout h Korea," Anwar sai d.

"The nmeasures that we have taken so far and the renewed confidence in
the region have to a | arge extent eased the pressure.

"I amnot suggesting to anyone to accept or reject | M bailouts,” he
added.

VWil e Mal aysia values the IM-s efforts, contributions and cooperation,
"its prescriptions are sonetines too tough... | believe they can be
noder at ed sonewhat, " Anwar sai d.
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