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By: E. Sivabal an

SEQUL, Cct 18 (Bernanmm) -- Mal aysia, keen for a reform of destructive
hedge funds in global finance, may have its day after all at the third
Asi a- Europe Meeting (Asem begi nning here Friday.

This is because one of the nine major reconmendations to be forwarded
at the Asemsummit woul d be the reformof the international financial
architecture (1 FA), which it has unrelently been pushing for since the 1997
financial crisis.

In 1997, unbridled hedging activity led to specul ators nercilessly
attacking regional currencies starting with the Thai Baht in July and which
preci pitated an Asian neltdown, the |ikes of which were unprecedented.

Regi onal econom es crashed, forcing econonies |ike |Indonesia, Thail and
and South Korea to plead for billions of dollars in bail-out noney fromthe
I nternational Monetary Fund (I MF), but Ml aysia funded its own recovery.

Si nce then, Ml aysia has been propogating for refornms to the IFAto
control specul ative hedge funds at nunerous fora, but has net with nuch
criticismand opposition although many recogni se these funds as bei ng
destructi ve.

The recomendations for a reformof the | FA under the Asia- Europe
Vi sion Group Report was contained in a docunment entitled "Qutline of Asem
11" released by the Ofice of the third Asem here today.

In an i nmedi ate reaction, Mal aysian officials said the reconmendati on
on the reformof the IFA signalled the willingness of the European nations
to see the urgent need for reformfromthe perspective of devel opi ng
nati ons.

"This is good because it is being brought up at the right place and at
the right tine," said one Mal aysian di plomat, while adnmitting that the
matter was only initially discussed at the 1998 London Asem

It is the right place because Britain, France, Germany, Italy and
Japan, which are nenber states of the Group of Eight (G8) industrialised
nations, are also nenmbers of Asem

And it is the right tinme because nost of the Asian countries affected
by the currency turnoil have recovered or are on their way to recovery and
al so since both the International Mnetary Fund (I M) and the Worl d Bank
have adm tted that it was about tinme the | FA was reforned.

Prime M nister Datuk Seri Dr Mhathir Mohanmad, who is scheduled to
arrive here later tonmorrowto attend the two-day Asem has been calling for
a reformof the I FA saying Asian currencies and equity markets woul d
ot herwi se continue to be vul nerabl e and be at the nercy of attacks by hedge
funds.

When Mal aysi a and several other Asian nations were hit by the financial
crisis in md-1997 follow ng the deval uati on of their currencies through
unscrupul ous specul ative activity, there was little they could do to stop
rogue currency traders.

Real i sing the harm | M- recovery neasures had on sone Asi an nations,

Mal aysi a i nposed capital controls on Sept 1, 1998 incl udi ng pegging the
ringgit at RVB.80 to the US dollar and inposing an exit levy on portfolio
funds in efforts to insulate the econony.

Though descri bed as unort hodox and drastic, the neasures paid off with
t he Mal aysi an econony now havi ng recovered fromnegative growh at end-1998
to an astounding 8.8 percent in the second quarter of this year.

The other mmj or recomendati ons include "eventual goal of free trade in



goods and servi ces by 2025," cl oser macroeconom ¢ policy coordination,
est abl i shment of Asi a- Europe Busi ness Advisory Councils and setting up of
the Asem | nformati on Technol ogy Counci |

The Asem process, which is based on informality, brings together 26
countries -- 16 fromthe European Union and 10 fromAsia -- to strengthen
relati ons between the two continents to reflect the inportance of Asia on
the world stage and to nove towards nore bal anced rel ations built on equa
part ner ship.

The Asem summit in Seoul cones after the inaugural summt in Bangkok in
1996 and a second neeting in London two years ago.

The fourth sumrmt would be held in Denmark in 2002. -- BERNAMA
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