13 SEP 1999
APEC- BANKS
APEC LEADERS AGREE ON | NTERNATI ONAL BANKI NG STANDARDS

AUCKLAND, Sept 13 (Bernama) -- In what is seen as a significant
progress on reformng the global financial system Apec |eaders have
unani nously agreed that the lifeline that banks provide specul ators through
hi gh-ri sk | endi ng, must be curbed.

Deputy Prine Mnister Datuk Seri Abdullah Ahnmad Badawi said that
wi t hout the huge anobunt of noney lent to them they would not be able to
unscrupul ously attack currencies and econom es which led to the
unpr ecedented Asian financial crisis.

The | eaders of the Asia-Pacific Econom c Cooperation said that banks
shoul d follow international standards so that they are nore transparent and
accountabl e, he told a press conference here today.

Abdul | ah said that the nove would contribute towards reducing high-risk
| endi ng, especially for specul ati ve purposes, and in the process help to
curb the destructive activities of currency traders.

To this end, |eaders have directed the Apec Finance Mnisters to cone
up with international standards, he said when el aborating on the Auckl and
Decl aration, the result of the seventh Apec sumit.

In his briefing to Malaysian journalists, he said Ml aysia was
satisfied with the outcone of the high-profile gathering, particularly in
view that the country was at the forefront of efforts to reformthe
i nternational financial architecture.

Abdul I ah al so said that the discussions were active, frank and "we were
confortable with the opinions that were expressed around the room"

The nmeeting was held at the Auckland Miseum

"W went beyond what the Apec Finance M nisters had achieved," he said.

Abdul | ah al so paid tribute to New Zeal and Prine M nister Jenny Shipley
who he said did a splendid job in chairing this year's |eaders' retreat.

In the light of the Asian econom c recovery that is now underway, he
said that Apec has cone to understand that neasures, |ike Ml aysia's
capital control initiatives, could be part of a country's econom c policy
arsenal so long as the international financial systemrenmained volatile.

Abdul | ah said he was happy to see Apec | eaders taking the matter up
spont aneousl y when Shi pl ey, as chairperson, introduced the subject for
di scussi on.

There was al nost no break in the discussions on financial reforns as
| eader after |eader spoke on the devastating effects specul ators had on
currenci es and econom es.

Si nce banks were the culprits which Ient the noney to highly-Ieveraged
institutions including hedge funds, "there was unaninity in the expression
of concern regarding the activities of highly-leveraged institutions and
currency traders which brought about the economic crisis in many Apec
econom es,” he said.

The unified stance by Apec | eaders on banki ng standards clearly
restores confidence in Apec which was criticised, particularly at this
year's neeting for being sidetracked on non-econom c issues, especially by
the East Tinor problem

"We didn't discuss it at all, we remain focussed on the business of
Apec, " said Abdul | ah

Conpared with the nmeetings in Vancouver and Kual a Lumpur, "we certainly
have nmade progress, especially in efforts that have to be nmade to ensure
that energi ng econom es are not attacked anynore,” he said.



In Vancouver, there was reluctance to tal k about currency specul ation
and the activities of highly-leveraged institutions due to high-risk
| endi ng by the banks.

And in Kuala Lunmpur, Prinme Mnister Datuk Seri Dr Mahathir Mhanad did
bring it up, but the response was not positive.

"But today, there was a positive reaction as | saw that there was a
spontaneity anong the | eaders to respond to the chair when the issue was
brought up,"” he said.

They finally pointed out that sone kind of standards should be inposed
on the banks so that they adhere to a code of ethics in the hope that the
banks woul d no | onger be providing very high-risk | ending, Abdullah said.

He said that the anount of noney that highly-1everaged institutions use
to specul ate agai nst currenci es depend on the extent of the borrow ng from
banks and in many cases, huge suns of noney are lent at high margins for
these risky investnents, he said.

Citing the massive | osses by the Long Term Capital Managenment (LTCM
after forays into the financial market went awy, he said some of these
institutions borrowed up to US$1.3 trillion and "if anything goes wong,
you know what wi |l happen,” he said.

He said there could be other measures that Apec could take, but for the
time being, the forumwould focus on working out international standards
for banks.

Apec groups Australia, Brunei, Canada, Chile, China, Hong Kong,

I ndonesi a, Japan, South Korea, Ml aysia, Mexico, New Zeal and, Papua New
Qui nea, Peru, the Philippines, Russia, Singapore, Taiwan, Thailand, the
United States and Vi et nam

Brunei woul d host the next Apec |eaders' neeting in Novenber, 2000. --
BERNANA
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