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Wirl d's rating agenci es should be regul ated, says PM

Sreer ema Banoo

| NTERNATI ONAL rati ng agenci es shoul d be regul ated consi dering the
"horrendous” harmthey could do to economes, Prine Mnister Datuk Seri Dr
Mahat hi r Moharmad says.

"It is about tinme that rating agencies are regul ated... the damage they
cause i s horrendous... whenever they downgrade a country, it becones
poor," he said.

He was responding to a question at a dial ogue session at the cl ose of
the International Conference on Managi ng the Asian Financial Crisis in
Kual a Lunpur yest erday.

Dr Mahathir, who has also called for the regulation of currency trading,
said while the actions of rating agencies may not anpunt to a conspiracy,
it certainly "looks as if there is coll usion"

He cited as exanple the difficulty faced by the Governnent to raise
funds for the operations of Pengurusan Dananharta Nasi onal Bhd and
Dananodal Nasi onal Bhd followi ng the downgradi ng of Mal aysia by a nunber
of rating agenci es.

"The nmonent we set up these two bodi es (Danaharta and Dananpdal ), they
on their own went out to rate us and reduced our credit-rating to a | evel
j ust above junk status.

"Why do this, if not to prevent us fromborrow ng noney... to
rehabilitate our conpanies? It |ooks |ike they are bent on preventing us
fromrecovering," he said.

The way it appears to work is that a poor rating i ssued by a particul ar
agency will be followed in quick succession by simlar ratings from
ot hers.

Rati ng agenci es should not rate a country or conpany unless they are
requested to do so. This was the case at when rating agencies were first
established, Dr Mahathir said.

They woul d be asked by prospective buyers to rate a target conpany, or
by banks to rate countries or conpani es seeki ng | oans, he said.

However, over tine these agencies stopped waiting for a request before
conducting their assessnments of conpanies or countries, which also gives
rise to the issue of transparency of their operations, especially when
maj or banks m ght be hol ding stakes in them

Therefore a rating should only be conducted on request and the reports
made available only to those who requested the rating, not the nmedia, Dr
Mahat hi r sai d.

The chai rman of the dial ogue session, Asian Startegy and Leadership
Institute chief executive officer Datuk M chael Yeoh, then asked the
representative of Miody's Asia Pacific at the conference for his comrent.
He decl i ned.

The Prime M nister was al so asked via the Internet about the sel ected
currency exchange rate controls i nposed by Bank Negara and when they can
be expected to be lifted.

He said the term"capital control"” is not fully understood as
percepti ons have ranged from"total stoppage of capital novenent in and
out of the country to sone nminor restrictions, as is the case in
Mal aysi a".

"What we have done is to stop our noney fromgetting into the hands of
currency traders, for themto trade and push down or push up the val ue of
the ringgit.



"That is about all, otherw se capital can come in and out of Ml aysia
freely," he said.

Dr Mahathir pointed out that before the introduction of the controls,
Mal aysia was very liberal. For exanple, travellers entering the country
were not required to nmake any declaration unlike in countries Iike
Australia or the US.

"(Now) we want to keep (the exchange controls) until the world
establishes a reginme that will not expose us to the threat of having our
ringgit once again deval ued by the market," he said.

Take the case of Mexico and Brazil for instance. The currencies were
attacked and deval ued, and their econom es subsequently battered.

In time, the two econom es recovered, only to be attacked again. This,
he said, is a prospect which Mal aysia wants to avoi d.

"If the international community decides to regulate currency trading..
and there is order... for managi ng exchange rates, then Malaysia will go
back to the previous system" the Prinme Mnister said.
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