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CALL FOR GLOBAL FI NANCI AL STRUCTURE REFORM | NCREASES, SAYS NEAC

KUALA LUMPUR, March 3 (Bernamm) -- The National Econom c Action Counci
(NEAC) has expressed the conviction that the call for global financial
structure refornms has increased, follow ng Mal aysia's success in softening
t he bl ow of specul ati on and ebbi ng econonic tide.

In a statenent rel eased today, NEAC said when Prinme M nister Datuk Seri
Dr Mahat hir Mbhamad's capital control nmeasures were put into effect on Sept
1, 1998, they received criticisns fromeconom sts the world over.

Now, 18 nonths after the Asian economic crisis first took root in 1997,
the world is beginning to see and realise the effectiveness in curbing
specul ators and preventing them from causing nore harmand instability to
t he econony, NEAC added.

Today, the need for changes to the international financial architecture
is globally acknow edged and accepted, and even the International Monetary
Fund (1 MF) and US President Bill dinton have joined the fray, NEAC said.

The NEAC statenent highlighted an article in the Wall Street Journa
whi ch quoted dinton as saying: "Wen the tides of capital first flood
energi ng markets and then abruptly recede, when mllions who have worked
into the mddle class are plunged suddenly into poverty, the need for
reformof the international financial systemis clear.”

NEAC said the pressures on world | eaders for refornms in the
i nternational financial architecture are nounting, particularly in
devel oped nations as they are now getting the sickness thensel ves.

More governments are becomi ng aware of the need to control short-term
money inflow as well as to educate investors and di scourage reckless
I endi ng by banks, NEAC sai d.

Reckl ess lending carries the risk of default and on a |arger scale, it
may cause econom c suffering not only in the country of origin but also in
ot her nations as the gl obal econony involves an interdependence of nations,
NEAC expl ai ned.

NEAC al so said the advisor to the governnment, Salonmon Snith Barney, had
poi nted out that any curbs on lenders will be the nost efficient way to
elimnate the excesses of hedge fund activities.

According to the NEAC statenment, Sal onobn believes that pernmanent
nmeasures in restricting the degree of leverage in the internationa
funancial systemby the G/ countries will also be positive to Ml aysi an
bond spreads.

Sal onon added that effective reduction in the |everage for the gl obal
bond markets will reduce volatility and deter real noney investors, such as
pensi on funds, insurance conpanies and nutual fund managers, from buying
t he Asian debt.

Al though there is a long way to go on the path for absol ute changes,
the fact that nore and nore world | eaders are voicing the need for reforns
in the international financial structure should augur well for Mal aysia
whi ch has been the | one voice of reason that had brought about nuch needed
change. -- BERNANA

MFZ LPS



	CALL FOR GLOBAL FINANCIAL STRUCTURE REFORM INCREASES, SAYS NEAC (Bernama 03/03/1999)

