09/ 02/ 1999
Gl5 warm ng up to need for revanp of financial system

Zainul Ariffin in Mntego Bay, Janaica

THE G oup of 15 devel opi ng countries are no | onger divided over the causes
of the East Asian financial crisis, and appear to be warming up to a
common position on the need for a change in the i nternational financi al
system

Recent events, including the spread of the crisis beyond Asia, as well
as revel ations that the unfettered actions of sone highly-Ieveraged
investors had contributed to the probl em probably convinced nmenbers on
the causes of the problens.

Sone nenbers did not take to Mal aysia's assertion that currency
specul ators were maj or contributors tothe crisis, and instead suggested
that it was purely the fault of the countries in trouble.

"Now there is a much better appreciation of the problemand its
consequences and t he need to have corrective neasures," said Janaica's
per manent representative to the United Nations in Geneva, Anthony Hi||.

Nevert hel ess, he said, there was | ess agreenment on how best to deal with
t he probl em

H 1l said a comon sol ution was not for everyone.

He was speaking to reporters after a neeting of GL5 officials here on
Sunday, ahead of the | eaders' summt on Wednesday.

Prime M nister Datuk Seri Dr Mahathir Mohamad was schedul ed to arrive
yesterday for the sumrt, which will see at | east a dozen heads of
gover nment attendi ng.

Gl5 groups Algeria, Argentina, Brazil, Chile, Egypt, India, |ndonesia,
Jamai ca, Kenya, Mal aysia, Mexico, Nigeria, Peru, Senegal, Sri Lanka
Venezuel a and Zi mbabwe.

At the GL5 summit in Kuala Lunpur in 1997, Dr Mahathir highlighted the
rol e of currency specul ators and hedge funds i n t he East Asi an fi nanci al
crisis. However, sone menbers were not convi nced.

Hedge funds are essentially institutions that make noney by taki ng
positions on the future directions of financial instrunents, be they
currencies or stocks. Because they are often highly | everaged and have
access to |large amount of funds, they often influence the markets.

In Cairo | ast year, while there was recognition of the problem
acceptance of Mal aysia's argunent was still reserved.

A nunber of paragraphs of the | eaders' conmuni que conmented on the
harnful effect of short-termcapital flows, essentially investors nmoving
funds rapi dly across borders thus destabilising the econoni es of severa
devel opi ng countri es.

But this year, in Jamaica, H Il said, GL5 nenbers had all seen the
consequences of the crisis and were no | onger at odds with Malaysia's
di agnosi s of the problem

The turning point was probably the contagi on effect of the crisis that
spread to countries |ike Russia and Brazil, he said.

Al so the col | apse of Anerican hedge fund Long Term Capi tal Managenent
had reveal ed t he reckl essness of such institutions' actions, as well as
their far-reachi ng consequences on the international financial market.

In fact, in other international fora, there have been a greater
accept ance of Ml aysi a's di agnosi s of the problem

For exanple, at the Worl d Bank/ I nternational Mnetary Fund neeting in
Hong Kong in 1997, Dr Mahathir was roundly criticised for suggesting that
the ability of market practitioners to nove funds at will be curbed.



But less than two years on, it was reported that al nbst 70 per cent of
di scussions at the Worl d Econom ¢ Forumin Davos, Switzerland a few weeks
ago centred on the need to reviewthe global financial system especially
the rol e of hedge funds and ot her market players.

On whether the GL5 will have a unified stand on howto address the
probl em Mal aysi a's permanent representative to the United Nations in
Geneva Hami don Ali said nenbers were not expected to reach a consensus on
a singl e approach.

He said | eaders were instead expected to acknow edge t hat members shoul d
be allowed to address the situation as they sawfit.

Formed in 1989, the Gl5, is a forumto pronote South-South co-operation
and North-South di al ogue. Its formati on was driven by the desire to
i mprove econoni c growt h and prosperity in nmenber countries, as well as in
ot her devel opi ng nati ons.
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