03 AUG 1997
Bank- gui del i ne
BANK NEGARA ANNOUNCES NEW GUI DELINE ON RINGA T SWAPS

KUALA LUVPUR, Aug 3 (Bernamm) -- Bank Negara Malaysia, in an effort to
thwart further speculative attacks on the ringgit, today announced that
banks in the country are required fromtonorrow to observe a linmt of US$2
mllion on outstanding non-commercial related ringgit offer swap
transactions with each foreign custoner on a group basis.

A swap allows a conpany to exchange the currency it holds for the
currency it needs.

The central bank said the introduction of this nmeasure is in line with
the policy objective of pronoting an environnent that is stable and nore
predi ctabl e for genuine investnents.

It added that banks which have exceeded the linmt will not be allowed
to transact in any further non-conmercial related ringgit offer side swaps
with such foreign custonmers until the outstanding anmount has been reduced
to below the linmt.

Hedgi ng requirenments of foreigners for trade related and genuine
portfolio and direct investnents in Ml aysia are not affected by this
measure.

This measure will allow donestic interest rate to be nore reflective of
donestic conditions, the central bank said.

Bank Negara had effected a sinmlar nove in mid-1992 to discourage
i nflows of speculative funds.

The nmove by the central bank is seen as discouraging further
specul ative attacks on the |ocal currency.

The ringgit, which was pegged at about RM2.5000 to the US dollar in
early July, had slid to 2.6320 |ast Friday.

Following the return of Prinme Mnister Datuk Seri Dr Mahathir Mhanmad
fromhis two-nmonth working holiday, he nmet Deputy Prinme M nister and
Fi nance M nister Datuk Seri Anwar |brahim Bank Negara officials and top
officials of financial institutions on ways to tackle specul ative attacks.

Dr Mahathir had cited rogue specul ators as behind the attacks and naned
US financier George Soros as being responsible although the latter had
repeatedly denied. -- BERNAMA
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