20/ 07/ 1998
Vigilante traders agents of creative destruction

Har dev Kaur in Harvard

HARVARD: "Li ke the vandal s who conquered decadent Rome, the currency
traders sweep away econom c enpires ... traders are the agents of creative
destruction".

One cannot be bl aned for assuming that this statenent refers to the
current economc situation in East Asia as there has certainly been a | ot
of "creative destruction” in the region in the last 12 nonths.

But no, it was witten in 1994 by Gegory J. MI|Inan before the Asian
currency crisis and when the Asian econom es were boomi ng. But he coul d be
describing the currency crisis, outconme and causes of the Asian currency
crisis today.

Countries in the region have had their share of "creative destruction”
with mllions of people in |Indonesia, Thailand, South Korea and Mal aysi a
l osing their jobs. Many do not have enough to feed their fanilies and
others are dying due to the lack of nmedical facilities as these facilities
have been rendered i naccessi bl e or sinply unaffordable.

The basic human rights of individuals in these countries have been
underm ned and violated by the activities of currency traders.

The future of many has been further jeopardised as they have had to
abandon their education and sone were even recalled fromabroad in the
m dst of their courses as their governments, sponsors or parents could not
bear the extra financial burden inposed on themdue to the depreciating
| ocal currencies.

In addition, the corporate sector has been left vul nerable and the stock
markets in the region have | ost nuch of their gains. The econom ¢ and
social gains made in the region in the | ast decade have been w ped out by
the currency traders.

The "vigilante traders” nove trillion of US dollars in mnutes with no
regard for the welfare of mllions of people whose |lives are affected.
Their only notive according to MIlman is "profit".

In his book entitled The Vandals' Crown, MIInman says traders: "Like the
bounty hunters of the O d Wst ... enforce the econonic |law, not for |ove
of law, but for profit. They have only one goal - maki ng noney.

"Li ke masterless sanmurai in an unceasing struggle to capture even
greater wealth, the traders battle constantly - anobng thensel ves and
agai nst any vul nerabl e government authority. The battlefield is the
international capital markets, their weapon is noney and their fighting
styles are as diverse as the Asian martial arts.”

Currency traders nove trillions of US dollars around the world at the
"speed of light". Their job is made easier with the advent of conputers
and nodern conmuni cations and technol ogy. "Mney can be nade and | ost

around the clock", their marketplace is borderless and there is no
physi cal place for trade.

"Add up all of the Saudi oil, Japanese cars, Anerican wheat and European
aircraft and throwin the rest of the things that countries buy and sel
fromeach other, and you will get only a small fraction of the (US)$1
trillion (US$1 = RW4.10)," wites MIIman. Nothing new. Prime Mnister
Dat uk Seri Dr Mahathir Mhanmad has said this often enough.

But as has been pointed out on several occasions, currency traders have
a free run of the whole world, |eaving havoc and destruction in their wake
as they are not subject to any of the trading rul es governing physi cal
goods.



The denocratically el ected governments in "target"” countries are left
hel pl ess. There is nothing they can do, or are allowed to do, to protect
their citizens or the gains nade over decades. They cannot even protect
their own national currencies nor progress with their plans.

MIlIman, referring to efforts of the Europeans to set up the Common
Monetary Policy in the 1980s, which he says was dealt a death knell by
currency traders who "didn't care about the dream... and denolished the
Eur opean nonetary system ™ Sonething that the Europeans had worked on and
dreaned for years.

Dr Mahat hir has said nuch the sane but unfortunately nany choose to
ridicule him his analysis and statenents, including some Ml aysi ans.
Truth hurts and especally when it is articulated by the | eader of a
devel opi ng country. Yet when the sane nessage is articul ated and conveyed
by those in the west and those fromthe devel oped countries it is taken as
gospl e truth.

Most of what MIlman wites has been articulated by Dr Mahathir in the
wake of the currency crisis in East Asia. But he has been ridicul ed for
taking currrency speculators to task for the havoc that they have created
and the destruction they have | eft behind.

Yet MIIman says that the former US Federal Reserve Board Chairnan Pau
Vol cker decries the role of "vigilante (traders) econom cs as chaoti c,

di sruptive, and serving to enrich an already rich elite."

The "financial vigilantes" according to MIIman "sell protection at a
price. And what a price. George Soros rmade US$1 billion in a few days in
1992 by helping to push Great Britain out of the European Mnetary
Systent. WAs he not a nenance to the British Governnment for having caused
massi ve | osses to the Bank of Engl and and destabilishing the European
nonet ary systenf

The sane George Soros who was nanmed by Dr Mahathir for specul ati ng and
causi ng havoc in the currency markets is now reportedly an advisor to the
Sout h Korean Government. How much were his gains fromthe Asian crisis?

Soros has al so conme around to argue the need for regul ati ons of currency
trading. So why is it that when those from devel oped countries nake the
call it is seen as revolutionary thinking while those from devel opi ng
countries say the same thing they are radi cul ed?

It is time those fromdevel opi ng countries, including Mlaysians, have
more faith in thenselves. It may be fashionabl e and easier to ape the west
and believe that everything that conmes fromthe devel oped west is good,
but it may not necessarily be so. There is nmuch wi sdom expertise and
experience in the devel opi ng east as wel | .
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