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Mahat hir on the need for prudent |ending

A SATI SFACTORY financi al framework shoul d be based on four pillars -
transparency, rules, regul ation and controlled | everage, Prine Mnister
Dat uk Seri Dr Mahat hir Mhamad said on Friday.

Inreply to a question after his | uncheon address at the Wrl d Econom ¢
Forum he said there should also be alimt on the amount whi ch banks and
fund managers shoul d be allowed to | everage their funds.

Banks coul d, for exanple, be allowed to I end to currency traders two
times their funds but certainly not 20 to 200 ti nes.

Citing the exanmpl e of the Long-Term Capital Managenent, he said it
| everaged its funds 200 times.

"Coul d not the Ml aysi an Governnment al so have t he sane ki nd of | everage,
that is 20 tinmes its reserves of US$20 million?" he asked. However, he
not ed that "nobody wants to | end us that amount”.

"But why are banks allowed to do so?"

Stressing the need for prudent | ending, Dr Mahathir said the banks coul d
be regul ated by central banks. They coul d al so regi ster thensel ves in the
countries in which they did trade

Currently, he said "we do not know who is buying or selling the currency
and howit gets deval ued", adding that there was a need t o know where t he
mar ket was and where currency traders registered.

Dr Mahat hir has, fromthe outbreak of the current financial crisis,
identified currency traders as the cause of the crisis and cul prits who
need to be checked.

He i s now being joined by other | eaders and econonists even though they
do not want to admit it.

Thi s sentiment was echoed by a nunber of participants and | eaders
attendi ng t he VEEF i ncl udi ng Si ngapore's Seni or M ni ster Lee Kuan Yew who
said there was a need for "nmore intrusive aws as | amnot allow ng ny
currency to be rubbish".

Canadi an Prinme M nister Jean Chretien, who described the currency
traders as "young boys with red suspenders at Wall Street", is also
clearly in favour of regul ating them

Inreply to another question, Dr Mahathir said the currency crisis has
i npact ed Mal aysi a and Si ngapore but the countries did not seek | M- | oans
while others in the region chose to turntoit.

On currency depreciation and i ncreased conpetitiveness, the Prine
M nister said the country did gain sonme conpetitiveness but not when the
currencies of all its conpetitors in the region depreciated at the sane
tine.

Citing an exanpl e of a Sout heast Asian country where the currency had
depreci ated by 600 per cent, he said it had caused a | ot of unhappi ness as
peopl e could not afford to buy food and there were riots.

I f there was a sudden depreciation of the currency, it would give rise
to probl ems for businesses whi ch have to hedge resulting in higher costs.
Dr Mahathir said the depreciation of the ringgit had benefited pal moi

producers, especially the small hol ders.

Mal aysi a exports some nine mllion tonnes of pal moil a year and since
the priceis quoted in US dollars, there are higher earnings for those in
the industry.

That was why, the snall hol ders were | argely unaffected by the crisis.

At the sanme tinme, however, with the depreciation of the ringgit, the



cost of inmports had gone up.

"Ml aysi ans have been denied a |l ot of things. Mal aysia inported a lot of
| uxury goods, food and travelled abroad."

For exanple, he said, last year, 30 m|lion Mal aysi ans travel | ed abroad
when the country's popul ation was only 20 mllion.

"I amnot sure where the rest came from" he said to | aughter fromthe
crowd.
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