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1. As Prime Mnister of Malaysia | wuld like to
wel cone you, the Finance Mnisters of t he ASEAN
countries, and the six ASEAN partner countries to
Mal aysia and to this crucial conference on the world
finance system and the cross-border flows of funds in a
rapi dly gl obalising world.

2. Ever since the end of the Pacific Wr and the
decol oni sation process which followed we have been
Wi t nessi ng conmendabl e devel opnent and i ncreasi ng
econom ¢ prosperity anmong nost of the new y-independent
countri es.

3. In South East Asia a regional grouping was formed
30 years ago which displayed remarkable wunity and
capacity to manage econonic devel oprent. El sewhere

after sone initial funbling and tentative experinents
with centrally-planned economies, political stability
was achieved and the process of economc devel opnent
instituted and progressed.

4, By the late 80's and early 90's nost of the
countries of East Asia, Africa and Latin Anerica had
achieved tangi ble development with or without help from
the devel oped countries and international agencies. The
South East Asian countries had progressed so much that
they have been dubbed “economic tigers' and ~dragons',
and were held up as exanpl es of how devel opi ng countries
could govern thenselves well and manage economic growth
with great skill. They had become quite rich and make
very good markets for the products and expertise of the
devel oped industrialised countries of the North. In
fact they contributed to the wealth of the devel oped
countries and that of the world. Their continued
gromh promised to nake the world comunity prosperous,
to contribute towards the eradi cation of poverty
worl dwide and to the banishment of hunger and other
scour ges whi ch plagued the worl d.

5. Yet in July of this year these prosperous countries
were thrown into an unprecedented and rapid economc
regression. Their currencies deval ued rapi dly and



conti nuously. Their st ock mar ket col | apsed with
unwel cone conseqguences. Thri vi ng and profitable
conpani es becane insolvent and tycoons as well as small-
time investors became bankrupt. Construction projects
were halted and completed offices and houses found no
occupants or buyers, causing developers to |ose nopney
and conpoundi ng their debts. Banks forecl osed companies
unable to come wup with nmargin paynents and sold off
collaterals at give-away prices, further depressing the
stock and property narket.

6. Huge | oans raised fromforei gn banks could not be
paid and pressure was applied on the Governments to
devalue and float their currencies. And when they did
the currencies rapidly depreciated against the Anerican
dol lar and the currencies of the devel oped countries.

7. The deval uation inmpoverished the country and the
people, in particular the business conmunity. They
found thenselves alnpbst totally unable to pay foreign
debts as they needed nore of their own currencies in

order to make up for loss of value. It looked like they
would never be able to pay their debts at all. It
| ooked Ilike the foreign banks which lent them noney
woul d never get back their loans. It |ooked Ilike the
devaluation would be borne heavily by the foreign
| enders. And all the time the currencies in t he

countries of South East Asia kept depreciating at a
rapi d rate maki ng adjustments quite inmpossible.

8. The Governnents of the South East Asian countries
whi ch until then had been praised for per f orm ng
economic mracles, for their skills in admnistration,
their liberal investnent policies with the incentives

they had invented; these Governnents were roundly blanmed
for the depreciation in the exchange value of their
currencies and the consequences. They were told that
they had caused a loss of investor confidence because
they had engi neered unsustai nable | evels off growh (why
it was assuned that the growth was unsustainable is not
quite <clear since until currency traders noved in they
had sustained their growh all through the years that
they were told it was unsustainable), they had externa
paynments deficit, they had allowed their banks to be
over exposed to the property sector. They were told
their policies were just bad and their institutions
(whatever this may nmean) were weak.

9. Despite their record of growth, their success in
reduci ng poverty, their investnments in infrastructure
and in capital goods for growh in productivity, they
were told that their spending was excessive and | acking
in prudence and was weakening their econony. All these
things it seems were eroding investor confidence and
they have to pull out. As a result the currencies



depreciated and the stock narkets plunged. And when
this happened it was pointed out that their critics and
investors were right in their prediction and warning
that this woul d happen.

10. We admit that we have been guilty of sone of these
things but not all. A few countries did have one or two
of these problenms but they could be renedi ed. Malaysia's
only identifiable weakness was a deficit in the balance
of paynent, which reached a peak in 1995. By 1996 it had
been al nbst hal ved. And in the early nonths of 1997
the deficit had decreased further. Sone of Malaysia's
infrastructure and devel opnent projects were big but
past experience had shown that they were manageable.
But the so-called investors insist that they could not
mai ntai n confidence in Ml aysi a.

11. They pointed out that the Thai currency which had
devalued would nmke Thailand nore conpetitive t han

Mal aysia and this would erode Malaysia's trade. It
hadn' t yet but it woul d be. So woul d t he
conpetitiveness of |Indonesia and the Philippines. Never

mnd that the economies of these countries are not
exactly duplicates of each other; never nmind that the
markets for their products are growing; it was suggested

t hat Mal aysi an, Indonesian and Philippine factories
would close down because the Thais would render them
unconpetitive and redundant. It was inplied that this
woul d happen overni ght, unless the other ASEAN countries
al so deval ued. Si nce t hey woul d not deval ue

voluntarily, then the so-called investors would dunp
their currency holdings in order to avoid a loss when
deval uati on occurs.

12. Lo and behold. The nmonment the currency traders
sol d of f the currencies of these countries, t he
currencies depreciated. It would seemthat by pulling

out quickly the currency traders had saved thenselves
from | osses.

13. But is this really true? Wre the currencies about
to depreciate on their own or did they depreciate
because the currency traders dunped huge anounts of
these currencies? Wre the currencies actually invested
in by the currency traders i.e. were they holding huge
gquantities of these currencies and were running the risk
of | osing nmoney from inpendi ng deval uati on?

14. Since currency trading is not open, not transparent
but very secretive it is difficult to ascertain how much
of the so-called exotic currencies were held by the

traders. But what 1is certainis that the countries
concerned never had so nuch offshore funds as were
traded in the so-called currency narket. Yet there

seens to be an inexhaustible supply of offshore noney,



running into billions and billions, in the hands of the

currency traders, for themto sell in the market.

15. Actually of course this offshore currency did not
exi st . Currency trading as devised by the currency
traders is such that they can borrow of fshore nmoney and
sell in nost cases to each other. And every time they
sell, the currency deval ues by a nunber of points. By

repeatedly selling the currency its value could be
depressed alnpbst indefinitely. And when the currency
has been depressed it can be bought back at the | ower
price and delivered to the buyers -- who incidentally
had already sold the paper ampunt that they had bought
whi ch they had thenselves to deliver. No real nobney was
noved, except probably in the final stage, if ever the
currency stops being sold.

16. The only way the currency can recover is when
someone purchases the currency by selling the US.
dol | ar. Central banks with dollar reserves can do this
but their funds are limted and they deal in cash.

Against the linmted funds of the Central Banks, the
currency traders can |leverage their funds by nore than

twenty tinmes. It is estimated that between them the
currency traders have funds ampunting to 180 billion
dol | ars. Twenty tinmes this would be 3.6 trillion
dol | ars. No central bank, no devel oping country, can

match this. And the currency traders work in concert.

17. Clearly the devaluation of the currencies can be
easily manipulated by the traders. They never did
invest or hold the currencies which they asserted would
depreci at e. They never ran any risk of |osing noney.
Al they did was to borrow the currency from banks, sel

and resell it repeatedly and took their profits fromthe
difference in the initial high price that they sold and
the lower price noney that they delivered. It is a

classic case of short-selling, only the novenents were
caused deliberately by them and not by anything that the
Governments did or any weakness of the fundanentals. And
since the novenents were caused by them there was

really no real risk as in ordinary speculation. They
have discovered or rather invented a sure way of making
billions in a few short days through selling and buying

currencies and they use this against any country they
choose.

18. As a bonus they also depress the stock markets
through their attack on currencies. The reaction of
Central Banks to attacks is to raise interest rates. A

rise in interest rates stifles the trading in shares.
The share prices go down and through short selling the
currency traders make nore nobney. Sonetinmes they were
able to Ilend the noney they had borrowed initially at
t he higher rates when the Central Banks i ncrease



interest rates. More noney was nade.

19. It is the operation of the currency traders which
cause the devaluation of the currencies of the countries
of South East Asia. There may be sone fundanenta

weaknesses but these had only a mininmal effect on the
value of the currencies. Wthout the currency traders
the currencies would devalue slightly but may regain
later. Indeed the currencies of many countries of South
East Asia including Malaysia had in the past revalued
upwards against the U S. dollar when the U S was not
performing well economcally. But the novement was
never extrermne. The operation of the currency traders
had caused a deval uation of between 30 to 50 percent of
the currencies of South East Asian nations.

20. It is clear that with the huge resources at their
di sposal the currency traders can attack any country no
matter how strong their econony may be. Having attacked
the South East Asian countries they |ooked for other
vi cti ms. There was no shortage of reasons for
subverting the economy of any country.

21. The traders publish and circul ate analysis of the
financial futures of every country. Thr ough const ant
rel eases of unfavourable news and rumours about t he
markets they could create grounds for the devaluation

In the absence of information to prove otherwise their
prophecy becones self-fulfilling. Fromthen on the so-
call ed herd instinct anong themtakes over.

22. A favourite gambit is contagion. Thus because of
the devaluation of the South East Asian currencies,
these countries were said to be nore conpetitive than
Hong Kong, Taiwan and Korea. Their currencies nmnust

t herefore fall in val ue in or der to regain
conpetitiveness. The traders then declare that they
have 1lost confidence in these countries and |oudly
revealed their desire to pull out and sell their

i nvestnents in these currencies.

23. Through the same process of borrowing and selling
these currencies repeatedly they were able to say that
their prediction was correct. The currencies have

i ndeed deval ued and the stock-nmarket nose-dived as wel |l

24. Anot her gambit was to say that since the countries
whose currencies have been devalued have now becone
poorer their capacity to buy goods from their trading
partners have been reduced. Their trading partners rmnust
now face a recession and their currencies too could be
deval ued. And indeed countries like Australia faced the
prospect of losing its big markets in the Far East. And
so the Australian currency was devalued also although
not very much.



25. VWat is the effect of devaluation? Basically it
reduces purchasing power of inports. And since al
countries have to inmport goods, foods and services, they
will not be able to sustain the standards of |iving they
had reached. |In other words they woul d becone poor

26. In the case of Ml aysia a 40 percent devaluation of
the Malaysia Ringgit is equal to a reduction of per
capita incone from US$5000 to US$3000. In GDOP term this
amounts to approxinately 40 billion US dollars vyearly.
At the sane tine nore than 100 billion US dollars were
wi ped out from our stock market which has tunbled by
al rost 60 percent. Altogether we have |ost about 140
billion dollars.

27. The other countries of South East and North East
Asia between them nmust have |lost nbre than 500 billion
US. dollars in terms of purchasing power of inports.

28. How much have the currency traders nmade from their
i mpoveri shnent of these countries? Quite a lot but
still only a fraction of the total |oss of the countries
attacked. W& see some of them posting good profits but
on the whole the wealth transferred to them fall far
short of the wealth [ost by the countries attacked by
them There is therefore a huge nett [oss of wealth not
only of these countries but actually of the world --for
the rest of the world have |lost a goodly size of their
mar ket .

29. And we all know that it is not only the countries
of Asia but the countries of Latin Arerica and even
Africa which had been attacked. The countries which
have been spared are those which have no noney to be
worth attacking. Strangely the currencies of sone of
these poor countries have appreci ated agai nst those of
the richer countries which had been attacked. These
poor countries must have good fundanentals or else how
can we explain their currencies performance.

30. We accept the need to exchange nopney. We cannot
trade otherw se. But currency trading which we have
seen destroyi ng the economies of many devel opi ng
countries have really no direct connection with trading
in goods and services. Currency trading treats noney as
a commodity. But nmoney is nothing nore than tokens with

no intrinsic value. Money is not |ike rubber or tin or
copper or gold. The value that nmoney has is what we
agree to give it. Its value can t herefore be
depreciated or appreciated at wll. The unfortunate

thing is that when it is deval ued people and countries
suddenly becone poor, sonetinme very poor through really
no fault of their own. They really do not deserve the
m sfortune inflicted upon themby those who fiddle with



currency val ues.

31. Wuld trade in goods and services contribute
tangibly to economi c devel opnment and the well-being of
peopl e? They <create |jobs, businesses, i ndustries,
freight, insurance, the building of roads, railways,

port and airports and a lot of other anenities which
benefit mankind.

32. Currency trading is said to be 20 tines bigger in

noney terns than world trade in goods and services. Yet
what benefits do we derive fromit? Apart from a few
peopl e maki ng huge sums of nmoney and | osi ng it
sometines, it has created no increase in enploynent, no

growmh in business or the wealth of nations and people.
On the other hand it has obviously inpoverished mllions
and mllions of people. It has inmpoverished countries
and regions. It has wi ped out decades and years of hard
wor k, of sweat, toil and tears.

33. But the worse is yet to cone. An Associated Press
report pointed out that, "Turmpoil in Asian econonies and
the weakness in Japan ..... have led to volatile stock
swings on global financial markets .... Investors fear
the Asian troubles will hurt North Anerican and European
conpani es that export into the region."

34. In the face of these currency troubl e and worsening
of the ability to repay |oans what has the IMF to offer?
It offers to lend noney with which to repay loans to
foreign lenders. But the loans cone with a string of
conditions; principal anmobng which is the opening of the
financial sector to full foreign partic ipation. It is
likely that this will result in foreign banks eventually
domi nating the finances of the country concerned.

35. For this reason South Korea hesitated. Seou

according to the same AP report "sees that route -- wth
its acconmpanying economc control -- as a last resort,
one that would reduce a proud country to a beggar
surrendering its sovereignity." That hesitation caused

the Korean won to depreciate by another 10 percent.

36. There is no conspiracy to dom nate the econony of
the developing countries of East Asia but obviously
their trouble have afforded an opportunity for forcing
open their econom es and possible domination by strong
and powerful nations.

37. The assaults by the currency traders against the
emergi ng econonies of the South have done nothing good
for these target countries. Mich has been mnade about
the eventual recovery of these countries but even if
they do recover they would have lost a Ilot of their
wealth and the fruits of their struggle. In addition



they may have | ost their econom c sovereignty as well

38. Surely no one can argue that the right of the
currency traders to make huge profits overide the well-
being and the wealth of mllions of people and of
countries and regions. True the countries thenselves
may be at fault but without the manipulation of the
currency traders they would not be in such dire straits.

39. If currency trading is to be allowed then it should
be made transparent and it shoul d be regul at ed. It is
ridiculous that at tinme when Governnents and all other

busi nesses are bei ng exhorted to be open and
transparent, currency trading nust be allowed to do
their trading in alnost absolute secrecy. W don't know
who they are, how much capital they have, how nuch have
t hey borrowed, what currency they hold, whomthey sel
to and who do they buy fron? Wat and to whom do they
pay taxes on the profits they make from their target
countries? Certainly these countries collect no taxes
fromthem

40. VWile trade in stocks and shares and in conmodities
are carried out in the open and in properly designated
markets, there is no proper market for currency trading,
no nmenbership, no rules and no Government regulations to
stop abuses.

41. VWho decided that the traders can |everage up to
twenty tinmes or nore of the funds they deposit wth
their bankers? Who are these bankers who can nake
available trillions of dollars to their clients? VWhat
is the capital resources of these banks? Wo invested
in them and how much? How can these banks becomre ri cher
t han npbst countries of the worl d?

42. We believe in globalisation, and liberalisation of
trade, in dismantling national laws and rules which
hanper trade and cross-border flows of capital. But
surely liberalisation and deregulation of nati ona
entities should not result in exposure to an anarchic
wor | d. Haven't we been told to abide by the rule of
| aw? How cone the abolition of national laws should

lead to absence of the rule of lawin the enlarged world
mar ket ?

43. I f gl obalisation and open nmarkets are to contribute
to growmh and enrichment there must be the rule of
international |law for everyone to respect. Wthout |aws
the strong and the corrupt will rule, will dom nate. I's
this what is being advocat ed?

44. I nt er nati onal trade is bei ng regul at ed by
principles, policies and regulation agreed to in the
World Trade Organisation. Why shoul d currency trading



be exenpted fromthe purview of the WIO? Wy cannot the
WO discuss and formulate rules and regulation for
i nternational currency trading, rules which the rich and
the poor alike have a hand in drawing up, rules which
are fair and just and designed to create wealth and
prosperity for all? Since currency trading is 20 tines
bigger than world trade, is it logical to control the
world trade in goods and services which make up only
five percent of world trade and let a trade that is 20
times bigger unregul ated and beyond the purview of those
who are responsible for achieving fairness in world
trade?

45. The | M- should continue to supervise, but if
currency trading is trade then the WIO nust be the one
to formulate the regulations. Wy is regul ati ons
consi dered objectionable for currency trade when it is
good for trade in goods and services? I's t here
somet hing sacred about currency trading or is there
sonet hing that does not bear public exam nation? In a

world which believes in the right to know, a world which
pries and probes into the private lives of very private
peopl e, cannot we know of the people and the activities
of currency traders whose decisions can inflict al
kinds of msery on mllions of people and a | arge nunber
of countries?

46. It is normal for people who make money from what
they do to pay taxes to the CGovernnents of the people
they nake noney from The noney these currency traders

nake is from trading in the currencies of many
countries. As far as is known these countries receive
no paynent of taxes. |Is it fair for the countries of
their domcile alone to collect the taxes? Certain
countries i npose taxes on profits nade in ot her
countries. Have the countries which provi de t he

currencies for the traders to make nobney from no right
to i npose taxes on thenf?

47. Looked at from any angle, currency trading demands
to be regulated in the interest of everyone. Every
country would be affected adversely by their activities,
even the developed countries, even the countries of
their donicile. They have left a trail of shattered
di soriented econom es and nations wherever they went.
These nations and others not yet visited by themlive in
fear of their attacks. And for so long as they are not

regulated, for so long as they can have trillions of
dollars at their disposal, their capacity to attack and
to danage economies will remain, and they wll strike

fear in the hearts not just of Governments and Finance
M ni sters but of businessnen and people, rich and poor
ali ke.

48. Most  of you who are here to discuss on Financia



Intiatives for the 21st Century have been victinms or are

potential victims of the currency traders. You are
responsible for the well-being and financial stability
of your countries. | hope you will give thought to and

consider the need and the substance of the regulations
that have to be brought into force to reduce the anarchy
in currency regul ation.

49. | w sh you useful and successful deliberations.
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