14/ 09/ 1999
Leaders agree to control “hot' funds

Bai dura Ahmad i n Auckl and, New Zeal and

THE j ust-concluded 7th Apec neet |left Malaysia with a certain anount of
satisfaction when the 21 economic | eaders agreed to devel op i nternati onal
banki ng standards to regulate the flowof highly | everaged i nstitutions
(HLI's) and the |ikes of hedge funds and currency traders.

The | eaders jointly announced that they have i nstructed their finance
mnisters to conme up with a set of international standard of banking
practice that woul d al | owgreater transparency and accountability anong
banks and hopeful Iy reduce high-risk | ending especially for specul ative
pur poses.

Al 't hough no deadl i ne has been set for the finance mnisters, the
instructions are seen as a step inthe right direction, particularly for
Mal aysi a which sawits proposal for some formof regul ati on shot down at
the two previous neetings in Vancouver and Kual a Lunpur.

Deputy Prine M nister Datuk Seri Abdul | ah Ahmad Badawi, who headed
Mal aysi a' s del egati on here, said: "Ml aysia has been at the forefront in
the efforts toreformthe i nternational financial architecture, and | was
happy to see that | eaders of the Apec econom es took the matter up
spont aneousl y when the chair introduced the subject for discussions."

"There was unaninmty in the expression of concern regarding the
activities of HLIs and specul ative traders that brought about econonic
crisis in many Apec econoni es.

"The di scussion was intense but no one said no' (to the discussion),"
he said at the end of the | eaders sunmit at the Asia-Pacific Econonic Co-
operation forum

He added that there was "spontaneous" interest during the nmeeting from
| eaders which included US President Bill Cinton and Japanese Prine
M ni ster Keizo Cbuchi .

Abdul | ah sai d | eaders i mmedi ately identified that the problemcoul d be
addressed by stenmm ng the fl ow of cheap and nassive funds frombanks t hat
specul ators needed to operate

Anot her good news for Ml aysi a was when Apec | eaders acknow edged and
expressed under st andi ng of the country's selective capital controls.

In summary, Abdul | ah sai d Apec 1999 had produced frank and productive
di scussi ons on i ssues rangi ng fromstrengt heni ng markets, | essons fromthe
Asian crisis and Apec's role in the future of the gl obal econony.

New Zeal and Prime M ni ster Jenny Shipley, the chairman of this year's
sunm t, said | eaders agreed that highly | everaged funds nust be nore
transparent and strong financial systens were fundamental to achieve
robust and open economi es.

She tol d a Press conference that good banki ng standards woul d go a | ong
way to strengthen donestic financial narkets.

It was clear that Mal aysi a's position agai nst destructive capital flows
have gai ned much support since Prime Mnister Datuk Seri Dr Mahathir
Mohamad' s | one voi ce agai nst specul ators and HLI s.

In fact, nore voices - including that of Japan - are asking for
Mal aysia's representati on on a working committee on HLIs set up by G7 in
February, to listen to Mal aysi a's experience

The country is already represented on the capital controls working
committee which is one of the three that nake up the financial stability
forumnooted by G/ to cone up with ways to ensure there i s no repeat of
the crisis. The other conmittee is on of fshore centres.



Support for Ml aysia's cause al so cane unexpectedly on Sunday, when
Clinton sai d sormet hing nust be done to curb specul ative capital flows to
prevent future financial crises.

The | eaders yesterday pl edged to sustain the nmonentum of neasures that
have pull ed Asia out of its financial crisis by urging international
financial markets to be strengthened and naki ng hi ghl y-1everaged
institutions nore transparent.

At the Press conference, Abdullah al so said Ml aysi a was encour aged by
Apec' s strong enphasi s on trade facilitation, and econom c and t echni cal
co-operation that woul d narrow t he gap between the richest and poorest
menbers of Apec.

He said Mal aysi a supported the | aunch of a new round of trade talks in
Seattl e and hoped t hat devel opi ng countri es woul d be given tine and
opportunity to study the proposal s under the agenda.

Apec econom es agreed that the WIOtal ks i n Novenber shoul d be concl uded
in a single package and take no nore than three years to concl ude.
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