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By: Mchael Raj and S. H Yong

KUALA LUMPUR, Nov 25 (Bernama) -- Econom c Adviser to the Governnent
Tun Daim Zai nuddin said today the ringgit at its current level vis-a-vis
the world's major currencies is grossly undervalued and definitely not at
an ideal |evel

"In the context of world trade, the acceptable rate should be where we
are conpetitive and are able to sell and buy goods and services w thout
| osi ng our conparative advantage,"” he said in an exclusive interview with
Ber nama.

"It should be at a level where it should not reduce our standard of
living and allow others to live off us cheaply," he said of the ringgit
whi ch has dropped by 30 percent to 3.48 to the U S. dollar due to
specul ative attacks against it and several regional currencies since June

Dai m said: "lnsofar as the exchange rate is concerned, we generally
adhere to a floating rate system intervening only when absolutely
necessary. This reginme has served us well in the past, unfortunately this

is being severely tested."

By nobst reckoning, the free market forces should have cone into play
already to bring the ringgit back to a nore reasonable |evel, he said.

"The fact that this has not happened suggests that narket forces are
obvi ously nore influenced by negative sentinent than fundanentals," he
sai d.

"Most foreigners do not seemto care about fundanentals ... the ringgit
and stock market (situation) reflects what | am saying now, " Daim said.

Calling on Malaysians to have faith in the econony despite the currency
probl enms, the forner Finance Mnister said the International Mnetary Fund
(I'MF) has |auded Mal aysia as having strong fundanentals.

Mal aysi a has al so been cited as an exanple of a devel oping country that
manages its econony well and this view is shared such world | eaders as
Presi dent Jacques Chirac of France.

On the inpact on the banking sector brought by the currency and stock
mar ket probl ens, Daim said that contrary to runours, the banking systemis
sol i d.

"Banks in Ml aysia have been making exceptionally good profits over the
| ast 10 years," he said.

"I do not think they will suffer losses ... profits nmay be |ower, of
course, because the spread is snaller and problemloans will naturally |ead
to greater provisions."

"The banki ng system nmust continue to be resilient if we want it to
continue to serve us well. There will be nore prudent lending to the
property and equity sectors of course, with the manufacturing and services
sectors to continue to be supported,” he said.

"We are also pushing for nore exports ... the banking sector will have
to play a mpjor role in this."

Turning to controls on currency trading nooted by Ml aysia,
particularly on specul ation and mani pul ati on of the nmarket, Daim said it
was a very conplex problem for the selling and buying of currencies have
no parallel in the capital and comodities markets.

The premature switching of one currency to another nakes transactions
al nost untraceable and it is for this reason that currency dealers should
be made to declare their positions at regular intervals, said Daim echoing
the sentinments which have been repeatedly expressed by Prime M nister Datuk



Seri Dr Mahathir Mhamad.

"We cannot continue with the present market structure. W cannot allow
traders to mani pul ate,” Dai m said.

VWil e Malaysia would submit its proposals to the IM-, the nmultilateral
agency would have to get its nmenbers to adhere to rules to protect
especially the currencies of relatively small econom es.

On the call for transparency anpong banks and the need for greater
di scl osure, Daim said he was all for nore disclosure "if the information is
rel evant to the specific needs."

Al t hough banki ng operations were highly conputerised, it costs noney
and time to prepare and read the reports.

Bank Negara, which he said was "on top of things, has within its powers
to ask for additional information if the need arises.

However, he said nobst of the infornmation was protected under the
Banki ng and Financial Institutions Act and cannot be nmde public.

Informati on gathered as part of an audit exercise on each bank
natural ly cannot be made known to anyone el se, he said.

Daimsaid he is certain that Bank Negara is very well informed of
activities governing the operations of banks in Ml aysia.

"Al'l you have to do is refer to the Bank Negara Quarterly Econonic
Report while information on the individual banks on the other hand can be
easily found in their respective annual reports,” he said.

"The tineliness of the report is perhaps an area that could be | ooked
into...beyond that, the public have nore than adequate information to
deci de whom they want to bank with," he said. -- BERNAMA
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