12/ 02/ 2000
Unctad calls for nmeasures to control “hot noney'

Har dev Kaur in Bangkok

BANGKCK, Fri: There will be a newfinancial crisis if nultilateral
nmeasures are not introduced to control short-termcapital flows, warns the
secretary general of the United Nati ons Conference on Trade and

Devel opnent (Unctad), M Rubens Ri cupero.

Despite there being a lot of talk on the need for a new financi al
architecture "nothing (in effect) has been done...this is a risky
situation", he said.

And with recovery bei ng experienced by nost of the region's crisis-hit
countries there is a danger of conpl acency setting in, hetold a joint
press conference with Thailand' s Deputy Prinme M nister Dr Supachai
Pani t chpakdi, who i s taking over fromNew Zeal and's M ke More as the
director general of the Wrld Trade Organi sati on.

Prime Mnister Datuk Seri Dr Mahathir Mohamad had i dentified the
unbridled fl ows of massive amounts of short-termcapital as the main cause
of the Asian financial crisis in 1997.

He had called for the regul ati on of hedge funds as part of a solutionto
t he probl embut was accused of not understandi ng i nternational finance and
econonmi cs.

The dust, and the enotions, have since settled but not before the gl obal
financial systemwas al nost brought to its knees by the near coll apse of
t he US-based hedge fund Long Term Capital Managenent.

Ri cupero said in the present circunstances it is crucial for econom es,
especi ally the devel opi ng ones, to guard agai nst short-termindebtedness.

Unctad's view, he added, is consistent with that of all other
i nternational agencies includingthelnternational Mnetary Fund (1 M).

Speaki ng ahead of the 10th Unctad neeting which begins in the Thai
Capital tonorrow, Ricupero said the challenge is to contain the negative
ef fects of "hot noney" which can put pressure on a country's currency, for
exanpl e causing it to becone "too overval ued and Unctad calls for neasures
to control “hot noney'affect export prospects”.

Asked how he proposed to "tame i nternational financial flows", he said
control s are necessary not only in the recipient countries but al so at
sour ce.

On Mal aysia's sel ective capital controls, which the IMinitially
sl amred as a step backwards for the country, Ricupero said: "The I M~ (now)
recogni ses that Mal aysia's measures are useful in extreme circunstances
but not as a normal therapy.”

The Bretton Whods institutionis in fact noving towards the view hel d by
Unctad on "the use and useful ness of controls".

Unctad in its Trade and Devel opnment Report 1998 was anpng the first
mul til ateral organi sations to acknow edge t he need for capital controls.

As for controls of capital flows in the country of origin, he said that
the problemis not so nmuch with technical feasibility but the
(international) financial markets.

This is despite the fact that these controls woul d be no different from
what regul atory and supervisory authorities are already doing with
donestic financial institutions, that is intervene when the banks are
deened to be taking too nuch risks, he said.
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