13/ 08/ 1997
Ringgit still under selling pressure

Kasnmi ah Must apha

SELLI NG pressure on the ringgit continued to dom nate forex activities
yesterday with the local unit |osing nore than 300 points against the US
dol | ar.

The ringgit opened at 2.7750/78 from Monday' s overni ght cl ose of
2.7335/85. It hit a low of 2.7810 during intra-day tradi ng before cl osing
at 2.7655/85.

Despite this drop, econonists and forex dealers said the ringgit's
nmovenent shoul d be deternmined by narket forces wi thout any interference
from Bank Negar a.

"Yes, the ringgit has lost its value by | osing nore than 10 per cent
agai nst the greenback in the past nonth. But nowis not the tine to
intervene as the central bank shoul d adopt a non-interference policy," a
deal er sai d.

An econonist said in the short term it would be difficult to predict
whet her the ringgit would be able to hold its ground agai nst the dollar,
addi ng that "we should let things settle".

"At the nonment, the central bank needs to keep interest rates | ow and
eventual |y, hopefully, the sentinment on the ringgit will inprove."

The usually strong Singapore dollar plunged to a 37-nonth | ow agai nst
t he greenback yesterday and sent the al ready-volatile Ml aysian ringgit
and ot her Sout heast Asian currencies into a tail spin.

The Singapore unit fell sharply after the Monetary Authority of
Si ngapore said it was not overly concerned by a five per cent drop in the
currency during regional foreign exchange turnmoil, deal ers said.

The Singapore unit, regarded as a safe haven in tines of regional
crises, dived to 1.5140 against the US dollar - a level last posted in
July 1994 - from Monday's cl ose of 1.4793.

It recovered slightly to 1.5100 on talk that some of the big | ocal banks
were selling the greenback, a deal er said. Ml aysia, Thailand, the
Phi | i ppi nes and I ndonesi a sought to stabilise their currencies through the
intervention of their central banks at the peak of the currency turnoi
foll owi ng the deval uati on of the baht on July 2.

On whether the ringgit was under specul ative attack agai n yesterday, an
econom st said it was no | onger specul ati on whi ch caused the fall but the
cashi ng out of foreign fund managers.

He said with the bearish sentinment on the Kual a Lunpur Stock Exchange
and the lower ringgit, the fund managers have decided to take out their
nmoney and pl ace it sonewhere el se.

"It's a vicious cycle ... since they cannot nake nobney in the stock
mar ket, the foreigners decided to take their investnent with them

"And as the investnent is in ringgit, they have to sell it for the US
dollar."

On Monday, the ringgit plunged to a 41-nonth | ow agai nst the US dol | ar
as players were testing the local unit strength after a statenent by Prine
M ni ster Datuk Seri Dr Mahathir Mhamad that he was satisfied with the
ringgit's level and the authorities would not intervene in the nmarket.

"W have to be careful now as the next event could trigger another set
of selling mania for the ringgit.

"Silence is the best policy," he added.
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