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REUTERS. Hong Kong

International  Monetary  Fund
Managing Director Horst Koehler
said Thursday the global slow-
down in growth should be short-
lived but the IMF will work to de-
velop better systems for early
warning of potential crises.

In a speech prepared for deliv-
ery to an Institute for International
Finance (IIF) meeting in Hong
Kong, Koehler said the current
slowdown in world economic
activity has intensified pressures
on vulnerable countries and weak
financial institutions.

World stock market declines
and problems in Turkey and Ar-
gentina have heightened con-

sciousness of downside risks, he
added.

“But still our best guess is that
the slowdown in global growth will
be relatively short-lived with a
recovery beginning later this year
and gathering strength in 2002,”
Koehler said. “What is important is
vigorous policy action to ensure
this outcome materialises.”

In Asia, he said there are con-
cerns that the weakening of ex-
ports and capital inflows may
trigger a reversal of the economic
gains made since the 1997-98 fi-
nancial crisis.

Earlier on Thursday the IIF
forecast net private capital flows to
fall 19 per cent to US$47.4 billion
in 2001 from USS$H8.6 billion last

year, largely due to lower portlolio

equity investment in expected in
China and Korea.

“1 believe that Asia will weather
the storm. In most Asian coun-
tries, the risk of a new crisis has
been greatly reduced througlr
stronger macroeconomic funda-
mentals and the adoption of more
flexible exchange rate policies,” he
said.

“Unfortunately, the record is
mixed when it comes to financial
sector reform, improving govern-
ance and strengthening the in-
vestment climate and these re-
main the sources of vulnerability
in some cases.

Koehler said recent initiatives
bv the IMF and World Bank to

-

help member countries detect
weaknesses in their banking sys-
tem and help private creditors
assess risk have helped to make
the international financial system
more resilient, giving him greater
confidence it will withstand the
“current period of testing.”

But he said highest on the IMF
agenda in the coming months will
be further work on early warnings
of potential crises.

“By this I do not mean that the
IMF would intend to become a
rating agency. What is crucial is
that we sharpen our ability to
identily emerging problems and
bring about early and preemptive
policy action in member coun-
tries.”
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IMF sees global slowdown short-lived

I ar this, the INE and its mem-
ber countries need to combine
quantitative indicators ol vener-
ability with judgements from the
field and from the markets.

He said the group's new Inter-
national Capital Markets Depart-
ment will play a major role in this
effort, serving as a centre of exper-
tise, information and analysis on
capital market issues and a key
point of contact for private and
official financial institutions.

Through it, he would like the
IMF and the private sector to re-
view experiences with financial
bubbles and volatility in interna-
tional capital lows to.

Iraq on Friday rejected a one-
month extension of the UN oil-for-
lood programme as proposed by
the Security Council to allow for
dcbate of a resolution on "smart”
sanclions.

“Linform you of Iraq's rejection
ol a planned one-month extension
ol the oil-for-food programme
based on certain conceptions of
an Anglo-American project called
smart sanctions,” Deputy Prime
Minister Tareq Aziz said.

The official news agency INA
said Aziz, who is also acting for-
eign minister, met the Chinese

DHAKA SATURDAY JUNE 2, 2001

and Russian ambassadors in
Baghdad as well the ambassador
ol current Security Council mem-
ber Tunisia to inform them of
Iraq’'s stand.

"I elarify that the adoption of
this project (on smarl sanctions)
will harm not only Iraq but all the
partners of Baghdad among its
[riends and brothers,” said Aziz,
referring to Iraqi threats to cut oil
and trade with its neighbours, *

“Irag is determined not (o
deal with this decision if it is
adopted, and considers that this
decision is still-born.”

Aziz. did not specify the tim-
ing ol any retaliatory halt in Iragi

Indian lenders
. to Enron for
talks on row,
not litigation

Al-P, Bumbay

Indian lenders to a troubled 2.9
billion dollar power project pro-
moted by US-based Enron Power
Corp. on Friday advised talks in-
stead of legal battles o sort out
dispules.

“We want both sides to return
to the negotiating table and begin
serious talks. Legal battles will
have to be kept in abevance il any
progress is to be made,” R.S.
Agarwal, executive director of the
state-owned Industrial Develop-
ment Bank of India (1DBI), told
AFP.

Agarwal represents a group ol
Indian lenders whose exposure 10
the project totals 66 billion rupees
(1.4 billion dollars).

Enron's Indian subsidiary
Dabhol Power Co (DPC) is putting
up a 2.184 megawatt power station
in India's industrial heartiand
Maharashira state, at the porl
town ol Dabhol, which is some 200
kilometres (124 miles) south of the
state capital Bombay.

DPC has gone into arbitration
in lLondon against penalties
slapped on it by MSEB, while the
state clectncity board has filed a
casc against DPC before the state
energy regulator sayving the power
purchase agreement is voidable.

The regulator has stayed all
arbitration proceedings ull June
14.

L

The power station stoppuod
generating electrnicity on Wednus-
day alter its exclusive client. the
state-owned Mabarashira State
Elecincity Board (MSEB) relused
to buy any more power in an es-
calation of a dispute over tanfls.

Aussie exports
to SE Asia up
34 per cent

AFP, sydue

Australian exports 10 South-Eas!
Asia jumped by 34 percent (o &
record 15.1 billion dollars (V.92
billion US) last year despite politi-
cal uncertainty in some countries,
officials said Monday.

The governmenls exporl
agency Austrade said record ex-
port levels and lorecast economi
growth next year meant that Aus-
tralian businesses  were  well
placed 1o capture new opportuni-
lies in the region

I'he Economist Intelligence
Unit has forecast South-East Asia’s
economy would grow at 4.7 per-
cent in 2002 -- ahead of the global
economy which expects just 2.9
per cent growth.

Austrade’s Singapore-based
executive general manager for
South East Asia. Mike Moignard
said that exports to South-FEast
Asia accounted for about 12 per
cent of Australia’s total exports in
any one vear.

o 1ake advantage of the rec-
ord level of growth, Austrade had
nine representatives from South-
East Asia in Australia over the nexi
three weeks 1o briel Australian
businesses on export opportuni-
Les.

Austria, S Korea
sign pact to stop

double taxation
AI"P, Seotil

Austrian Foreign Minister Benita

Ferrero-Waldner signed a double

taxation prevention pact with her

South Korean counterpart Han

.‘ Seung-Soo during their talks on
Monday, ofTicials said.

The accord, a revised proto-
col of a 1985 agrecment, will help
expand investment and trade be-
tween the two countries, they said.

Ferrero-Waldner, who arrived
Sunday for a three-day visit, also
discussed ways 1o promote inter-
Korean peace with Han alle
meeting South Korea's Minister of
State for Trade Hwang Doo-Yun

Austria, which has diplomatic
ties with both Korcas, has sup

ported the South's new policy oF

reconciliation with the communist
North.
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Japan's electronics giant Toshiba unveils the world's first 4 mega pixels compact digital camera "Allegretto
M81" at the company's headquarters in Tokyo yesterday. The Allegretto M81 features 1/1.8-inch 4.2 million-pixel
CCD on its image sensor and 7.25-20.3mm Canon made zoom lens on its compact body. Toshiba will put it on
the market next month with estimated price of 70,000 yen (590 UsD).
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Ausiraha declared Friday that it

would continue to press lor [ree
trade throughout the Asia-Pacific

region.

Irade pmunister Mark Vaile
said moves towards free trade had
already lifted 150 million people in
the region out of poverty and Aus-
tralia’'s ultimate goal was to see
poverty eliminated entirely from
the region.

"We need 1o maintain our fo-
cus, Vaile told reporters on the
eve ol a visit to Japan and China.
"We do not want 1o
economies moving back on their
commitments.”

>CC

Australia vows to pursue
Asia-Pacific free trade

Members of the Asia Pacific
Lconomic Co-operation group
agreed in 1994 1o pursue the goal
of [ree trade in the region.

Developed countries in the
group, which now has 21 mem-
bers, agreed to achieve [ree trade
in the region by 2010.

Others were to catch up by
2020.

But the subsequent Asian
economic crisis and other devel-
opments slowed progress towards
these targets.

Vaile admiuted that Australia
had been "gung ho” in its cam-
paign for free trade. but he offered
no apology.

Instead, he declared that
Australia would keep its "shoulder

to the wheel™ on the issue.

Vaile will visit Tokvo from
june 2-5.

He will also attend an APEC
trade  ministers’ meeting iIn
Shanghai on June 6 and 7.

Vaile said Australia saw the
Shanghai meeting as an opportu-
nity to build support for a new
round of world trade talks.

He said Australia hoped to
see that round launched after a
World Trade Organisation meeting
in Doha, Qatar, in Novembecr.

Vaile said the credibility ol
the WTO would depend on suc-
cess in that venture, after the fail-
ure of similar moves at its last
meeting in Seattle in 1999.
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crnment anvestigation  into

Fvre maker Bridgestone/iresione
on hursday called for a US gov-

the
salety al certain models of the

Bridgestone seeks US safety
probe into Ford Explorer

Ford Lxplorer sport utlity, the
latest salvo i a biter battde he-
tween the two erstwhile partngers.

Bridgestone/Firestone  chicl

exccutive John Lampe asked the

National Highway Transportation

E

FHOTLD: AFP
Japan's tyre maker Bridgestone Predident Shigeo Watanabe speaks at a
press conference as Bridgestone/Firestone called for a US government

investigation into the safety of Ford Explorer's SUV at the company’s
headquarters in Tokyo yesterday.

Salety Administration (NITISA) to
conduct the probe, citing a study
that found many ol the Explorers
10 be “delectively designed,” put-
ting drivers and passengers at risk.

'he company said the study,
conducted by Ohio State Univer-
sity. mechanical engineering pro-
lessor Dennis Guenther, showed
that drivers can all (oo easily lose
control ol the Explorers in ques-
tion lollowing a "clearly foresee-
able event,” such as a tread sepa-
ration on one ol the tires.

Ihe NHTSA last yvear identi-
fiecd 174 flatalities
Firestone tires, most of them
mounted on lFord Lxplorers that
tended to roll over when the tires
came apart at high speeds.

Ford insisted the accidents
were' a  “tire  problem”™  while
FFirestone, the US unit of Japan's
Bridgestone/Firestone, blamed
the vehicle

Citing salety fears, Ford last
week offered to replace all 13 mil-
lion Firestone Wilderness AT tires
on its vehicles and announced it
was severing its near century-old
business times to Firestone,

The replacements were in ad-
dition to 6.5 million tires recalled
by Firestone last August in re-
sponse to a string ol fatal acci-
dents documented by the NHTSA.

“All tires can and some do fail,"
said Lampe.

“That's why vehicles carry a
spare tire, When tires fail, either
from a tread separation or a road
bazard or other cuuses, drivers
should be able to pull over, not roll
over. The Explorer does not ap-
pedr to give the driver that margin
ol safety 1o make it (o the side of

linked 10

the road and change the tire,”

Axa- Deutsche
Bank alliance -
talks break down

AFP, paris

French insurer Axa said on Thurs-
day talks with Deutsche Bank AG
over an alliance deal to forge a
new bancassurance giant have
been suspended, but a German
source said the discussions were
over.

Axa, the leader in the French
insurance market, had hoped to
expand its presence in the strate-
gically important German market
by linking up with that country's
biggest lender, Deutsche Bank.

“The discussions are sus-
pended,” Axa  spokeswoman
Emmanuelle Isnard said.

But a German banking source
told AFP that the talks had failed.

"There is nothing to expect”
from the discussions between
Deutsche Bank and Axa, the
source said, confirming a report in
the Financial Times which said the
talks had broken down.

Axa’'s chiel executive Henri de
Castries played down the signifi-
cance ol the talks, the newspaper
said.

I a group like Axa you alwavs
have many discussions going on in
many  parts of the world with
many difterent partners and you
never like it when one of these
discussions is highlighted when

nothing significant has hap-
pened.” he said.
Since Germany recently

adopted radical reforms to intro-
duce private pensions, financial
mstitutions have scrambled 1o
build alliances to tap this new
lucrative market for personal fi-
nance products.

In a domestic mega-merger.
imsurance giant Allianz is buving
Germany's  third-largest  bank,
Bank, In a that
bancassurance

Dresdne 0N ¢
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[he stakes are high for Axa,
which needs to develop sales ca-
pacity in Germany, where it is
relatively weak given the group's
overall size, analvsts said

Deutsche Bank declined to
commment Fhursday.

ROK May exports

down 6.9 per cent
AlP, Seoul
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[he rate of decline in South Ko-
rea’s exports slowed in May to 6.9
per cent as some major sectors
picked up and the fall in hi-tech
shipments slowed, the govern-
ment said Friday

Exports have fallen lor three
consecutive months but the de-
crease in exports in Mav 1o 13.64
billion dollars was milder com-
pared with the 9.9 per cent slump
in April compared with a vean
carlier.

Imports in May shrank 13 por
cent to 11.56 billion dollars, com-
pared with a 16.1 per cent fall 1o
11.196 billion dollars in April, the
Commerce, Industry and Energy
Ministry said ‘in a preliminan
report. .

Consequently, the May trade
account posted a 2.08 billion dol-
lar surplus, the vear's high, up
from 988 million dollars a month
carlier,

Exports [or the five months (o
Mayv fell 2.2 per cent compared

/with the same period a vear carlier

to 65.93 billion dollars. Imports
dropped 7.1 per cent to 60,78 bil
lion dollars.

The overall trade surplus for
the first five months to May stood
at 5,15 billion dollars, up from 1.9
billion dollars from the same pe-
riod of last year

The comparatively modesi
decline in exports in May came as
the shipments ol ships, mobile
handsets, telecom cables and
automobiles improved, while the
exports ol semiconductors and
computers weakened at a slower
pace,

A combination of sluggish
plant investment, the appreciation
of the dollar against the won and
softer raw material prices contrib-
uted to lower imports, it said.

"Exports will likely rebound
in the second hall with the revival
of the US economy and demand
lor information technology prod-
ucts,” the ministry said in a state-
ment,

Semiconductor  exports in
May plunged 41 per cent on slug-
gish demand in US and European
markets, while computer exports
shid 32 per cent.
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Lithuanian model Jurgita Jurkute wears a 62-karat diamond tiara priced
40 million yen (335,000 USD) for the promotion of wedding jewelry at the
famous New York jeweler Harry Winston's Tokyo shop yesterday. The ti-
ara will be offered to be loaned to seven couples to purchase Harry
Winston's engagement rings for their wedding ceremony.

REUTERS, Washingion

Japan must get rid of the bad loans
burdening its financial sector, and
this is necessary for Japan's easy
monetary policy to succeed, Fed-
eral  Reserve Chairman Alan
Greenspan was quoted as telling
top Japanese politicians Thursday:.

“Chairman  Greenspan  ex-
pressed his view that disposing of
(Japan's) bad loans was vital for its
economy to recover,” Taku Yama-
saki, secretary-general of Japan's
Liberal Democratic Party, told
reporters after a meeting with the
US central bank chief.

He also said Japan's monetary
easing can succeed only with the
disposal of the bad loans,” Yama
saki said.

In March, Japan's central bank
adopted a policy of trying to keep
short-term money market interest
rates effectively at zero by target-
ing the volume of current account
deposits parked at the Bank of
Japan.

Yamasaki, Takeshi Noda of the
New Conservative Party, and
lotsuzo Fuyushiba of the New

Japan must get rid of
bad loans: Greenspan

Komeito Party - the three secre-
taries-general of Japan’s
coalition parties - were in Wash-
Ington to meet top-level US offi-
cials.

“The administration of Japa-
nese Prime Minister Junichiro

Koizumi has said that one of its

top priorities is to help the na-
tion’s banks resolve the issue ol
huge bad loans. The bad loan bur
den is a legacy of Japan's assel
bubble, which burst in the early
1990s and pitched the economy
into a quagmire from which its has
not vet emerged

At the meeting on Thursday,
Greenspan also stressed the im-
portance of Japan revitalising its
monbund economy.

He (Greenspan) said that
since Japan is the world’s second
biggest economy, its course would
have a large impact on the
economies of the US and the rest
of the world. And so, Chairman
Grreenspan
desire that Japan succeed in re-

expressed a strong

VIVINE 1ls  economy,”

sald.

ruling

Yamasaki

REUTERS, Washington
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Fhe Bush administration, blasted
by Democratic lawmakers lor not
getting tough with OPEC, said
yesierday it wants (o lower
crude oil prices and is having
quiet, diplomatic conversations”
with cartel members
LS Touse democratic lawmak
ers on Wednesday urged Bush, a
mer lexas ollman, 1o pressure
Organization ol Petroleum
I porting Countries and other oil
produc

b ]

INCreast
3.5 mil

natmns 1o
(helr cruds output by
lion barrels per dav.

The Democrats contend that
an mmcrease in OPEC production
would help drive down crude ol
prices and ultimately cut retail
gasoline costs that soared to a
record high carlier this month.

OPEC was scheduled to meet
next week in Vienna, where min-
Isters were expected to put olf any
decision on increasing crude ojl
supplies.,

Fhe Bush administration said
Wednesday it held ongoing talks
with OPEC members, but offered
few details about what was being
discussed,

“There are conversations that
are’ going back and forth with
OPEC," Ari Fleischer, White
House spokesman, old reporters

“There are quiet, diplomatic

ol

conversations going on with our

Bush admn having
‘quiet’ talks with
OPEC on oil prices

OPEC allies to remind them thal
we dare an interdependent econ-
omy and that we all have an inter-
est to make certain that the prices
don’t spike up.” he said.

President George W. Bush
wants oil prices to “come down,”
Fleischer added without [urther
specilics.

US crude oil futures for July
delivery ended trading on Thurs-
day at $28.37 per barrel, down 18
cents. Crude oil lutures earlier in
the day dove by as much as $1 a
barrel on an increase in US gaso-
line stocks, but rebounded on
nervousness over whether Iraq
might curb oil exports in response
to UN negotiations of a new oil-
for-food agreement.

'he US Energy Information
Administration has forecast the
average national price for regular
unleaded gasoline could climb to
$1.75 a gallon this summer. Below-
average gasoline supplies, strong
consumer demand and  costly
crude oil have been blamed [or the
FISC 1IN pump prices

Oil industry analysts generally
expect OPEC o maintaim s tghi
prp on ol praduction unnl it has a

clearer sense of how much slowing
world cconomic growth will altect
ol demand, Earlier this vear, the
cartel cut crude il output by 2.5
million barrels per day or 89 per

Cent,

Iraq rejects 1-month extension
of UN oil programme

AFP, Baghdad

oil exports if smart sanctions are
adopted.

On Thursday, Iraq’'s ambas-
sador in New York, Mohammad
al-Douri, told reporters that Bagh-
dad would not sign any new ex-
port contracts if the Security
Council accepted the "manoeu-
vie” of a limited oil-for-food ex-
tension.

But Iraq, which has oul-
standing commitments to ship
almost 300 million barrels of
crude, equivalent 1o about 135
days ol exports at the current rate,
will "honour all existing con-
tracts”, Douri said.

The fresh warning from Aziz
came as the 15-member Security
Council, needing more time to
debate smart sanctions, was to
meet Friday to extend the oil-for-
food programme until July 3.

The UN  programme,
launched in Decémber 1996, nor-
mally runs in six-monthly phases,
the latest of which runs out on
Sunday.

A rollover text expresses the
Security Council's "intention to
consider new arrangements” for
the 11-year-old trade embargo on
Irag and “to adopt and imple-
ment” them on July 4.

Britain, backed by the United
States, has proposed a draft reso-
lution that would abolish the em-
bargo on civilian trade with Iraq,
while tightening a weapons ban
and controls on smuggling outside
the oil-for-food deal.

Irag, which has been under
embargo since its 1990 invasion of
Kuwait, rejects the proposals,
threatening to take 2.1 million
barrels per day off the world oil
market.

I'he oil-for-food programme
allows Iraq to export crude under
UN supervision to finance hu-
manitarian imports and other
essential goods lor its 22-million
population.

'he United States and Britain
had hoped to win Security Council

endorsement for the new sanc-
tions regime before the latest
phase runs oul.

But Russia's ambassador to

the United Nations, SCTEEl Lavrov,
said there were still “many unan-
swered questions™ about the re-
forms, notably over the military
items and dual-use gnud\ and

technologies that would b Pro-
hibited

Laviov said a 23-page draff
. 11sl circulated 1o council members
last week included some lele-

communications and fhbre-optic
equipment, and said “no eco-
nomic development project could
be implemented” without such
inems

Russia is [raq’s closest ally on
the council and, like the four other
permanent members, has a veto

over the world bodv's decisions.

Mazda Motor to
develop diesel
engine for

Europe
AFP, Tokwo

Japanese automaker Mazda Motor
Corp plans to develop a fuel
efficient diesel engine for mid-
sized sedans and other vehicles
exported to Europe by late 2002, a
news report said Fniday

It is an attempt by the finan-
cially troubled Japanese car
marker to revive its loss-making
operations in the region, said the
Nihon Keizai Shimbun newspaper.
“The company will invest several
billion ven to set up a production
line at its flagship plant in Hi-
roshima Prefecture to produce

100,000 diesel engines a vear,” the
business daily said

I'he company would use the
engine in Capella and Familia
sedans as well as in the MPV and
Premacy minivans. the report said.

“The fuel efficiency of the
2000cc engine is expected to be
more than 15 kilometers per liter,
among the best In its engine
class,” the report said.

Mazda, which is 33.3-per cent
owned by US auto giant Ford
Motor Co., said last week the
company was having to tough
time amid the global economic
slowdown, sluggish market de-
mand and intensifying competi-
tion.

The company said last week it
plunged to a record net loss of
155.2 billion ven (1.29 billion dol-
lars) in the year to March due to
one-off retirement charges and
foreign exchange losses.

Mazda's European operations
saw a loss of about one billion yen
during the vear to March. Nihon
Keizai said.

“By exporting vehicles powered
bv the new engine, the company
hopes to boost annual sales in the
market to 300,000 units by 2004,
up 50 per cent from the current
figure,” the newspaper said.

Relatively low carbon dioxide
emission of diesel engines has
resulted in surging demand in
Furope, the newspaper said.

As a result, other Japanese
automakers, including industry
leader Tovota Motor Corp., have

started to develop diesel engines

for the European market, the re-

port said.



