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DR MAHATHI R LENDI NG CUTS TO HEDGE FUNDS CAN M NI M SE TURBULENCE

By: Yong Soo Heong

DAVCS, Jan 30 (Bernama) -- Prinme Mnister Datuk Seri Dr Mahathir
Mohamad said that if banks keep within prudential |evels of lending to
hedge funds, the turbulence in the financial systemwould be ninimsed.

He cited four main points for curbing excessive currency specul ation,
anong which was the need to control the | everage of hedge funds and
currency traders, especially when they had been given funds anounting to 20
or 200 tinmes their capital

"Can't the Ml aysian governnent have that kind of |everage?" he said
when asked how he thought excessive currency specul ati on coul d be contai ned
during a question-and-answer session after delivering a | uncheon tal k on
"Mal aysi a" Bounci ng back fromthe brink" here, Friday.

Citing a hypothetical case, Dr Mahathir, who is here to attend the
annual neeting of the World Econonmic Forum (WEF), al so asked whether there
woul d be banks willing to lend to the Ml aysi a governnent an anount
equivalent to 20 tines of its foreign reserves, say at US$20 billion.

"Why are currency specul ators favoured?" he asked.

The prinme minister said the Federal Reserve and central banks of other
countries could nonitor the lending levels so that such market players
woul d not have such excessive | everage.

The ot her nmeasures he nentioned are the need to have proper rules and
regul ati on, transparency and establishing a register of the currency
traders concerned in the countries they operated

Meanwhi | e, Canadi an prine mnister Jean Chretien and Si ngapore senior
m ni ster Lee Kuan Yew spoke of the need to have a new gl obal financi al
architecture at the WEF Fri day.

Lee said he was not prepared to allow his country's currency to be
rubbi shed by specul ators while Chretien said there was a need to find a
mechani sm for some control on currency trading

Meanwhi | e, Harvard University professor Jeffrey Sachs told a press
conference that the International Mnetary Fund's prescriptions when the
currency crisis erupted in Asia had caused nore panic instead of saving the
si tuati on.

He al so | anbasted the IM- for failing to provide stability to Brazil in
the latter's financial crisis.

Referring to the outl ook for Asian economes after they had been hit by
the financial crisis, he said they were in a better position when conpared
with their Latin American counterparts, especially with the eruption of the
Brazilian currency crisis.
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