14/ 09/ 1999
Apec Yes to new banki ng standards (HL)

Zulkifli O hman in Auckl and

AUCKLAND, Mbn: Leaders of Pacific R meconom es today agreed to devel op
new i nternational banking standards that will turn off the tap on cheap
and freely avail abl e funds for specul ative purposes.

The | eaders enmerged fromthe 11th Asia Pacific Econom c Cooperation
econom ¢ | eaders' sunmmit here with instructions to finance mnisters to
devel op uni form banki ng standards that will limt funds to highly

| everaged funds and currency traders.

Deputy Prinme M nister Datuk Seri Abdul | ah Ahnad Badawi understated it

t oday when he said that Mal aysia derived "a certain sense of satisfaction”
on the | eaders' decision after the | ukewarmreception for any sort of
controls on these funds at the Kual a Lunmpur sunmit |ast year.

"Mal aysi a has been at the forefront in the efforts to reformthe
international financial architecture, and | was happy to see that | eaders
of the Apec econom es took the matter up spontaneously when the chair

i ntroduced the subject for discussions," he told reporters.

New Zeal and Prime M nister Jenny Shipley, the chairman of this year's
summ t, said | eaders agreed that highly | everaged funds nmust be nore
transparent and that strong financial systens are fundanental to achieving
r obust and open econoni es.

She told a press conference at the end of the Apec | eaders retreat here

t hat good banki ng standards woul d go a long way to strengtheni ng donmestic
financial markets.

"W support ongoing efforts to inprove crisis prevention and crisis

resol ution, and urge pronpt action to inprove transparency of highly

| everaged institutions,"” the | eaders said in their joint declaration.
Shi pl ey sai d the banking system by borrowi ng or |ending, had had a hand
in the financial crisis and that work to adress weaknesses woul d reinforce
i nvestor confidence in the region.

It was clear that Ml aysia' s position against destructive capital flows
have gai ned wi de support since Prime Mnister Datuk Seri Mahat hir Mhamad
spoke up in a | one voi ce agai nst specul ators and highly | everaged funds
two years ago

And unexpectedly, support for Ml aysia' s cause cane fromthe US
yesterday when President Bill Cinton said that sonething nust be done to
curb specul ative capital flows to prevent future financial crises.
Abdul | ah said the | eaders’' discussions were a step forward for Ml aysia
and the interest in the matter was "spontaneous"”.

They expressed concern regarding the activities of highly | everaged
institutions and specul ative currency traders which brought about economc
crises in many Apec econoni es.

There was no hesitation in identifying the problemand that it could

best be addressed by stenming the flow of cheap, nassive funds fromthe
banks to the specul ators, he added.

"On the basis of the discussions, |eaders agreed that finance mnisters
shoul d be tasked to come out with a set of international standards of
banki ng practice that will allow greater transparency and accountability
anong i nternational banks, and thereby reduci ng high-risk | ending
especially for specul ative purposes,” the Deputy Prinme Mnister said.

The | eaders today pl edged to sustain the monmentum of neasures that have
pul l ed Asia out of its financial crisis by pushing for the internationa
financial systemto be strengthened.



Abdul | ah said in the Iight of the Asian econom c recovery that is under
way, Apec has come to understand that neasures |ike Ml aysia's selective
capital controls would renmain a policy option as long as the internationa
financial markets are prone to volatility.

He al so said Mal aysia is encouraged by Apec's strong enphasis on trade
facilitation, and econom c and technical cooperation that will narrow the
gap between the richest and poorest nmenbers.

"I'n order for Apec to achieve its goal of creating a region of free and
open trade, it must now concentrate on creating a conducive environnent
for the devel oping countries to catch up with the devel oped countries,” he
sai d.

The | eaders instructed their mnisters to give priority to trade
facilitation next year and intensify efforts to elimnate associ ated non-
tariff inpedinments to trade

On the new round of global trade tal ks expected to be | aunched in

Seattle in Novenber, he said Ml aysia hopes that devel oping countries will
be given tinme and opportunity to study the proposal s under the agenda.
Apec econom es agreed that the Wrld Trade Organi sation tal ks shoul d be
concluded in a single package and within three years.
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