07/ 08/ 1997

RV6.2mlimt hel ps genuine trade-related activities

THE recent Bank Negara's ruling to limt ringgit swap transacti ons was
mai nly i nposed for non-trade related activities while protecting the |oca
unit fromspecul ative attacks.

Banki ng sources said the nmeasure woul d benefit genuine trade-rel ated
activities as well as direct investnment transactions as it would reduce
the speculators' ability to nove through swap transactions.

"Wth the nmeasure, those who seek the ringgit through swap transactions
wi t hout supporting docunents that it was for trade related activities, are
limted to US$2 million (RVb.2 nmillion) per transaction," said one banking
sour ce.

Wt hout the docunents and if the transaction was beyond the linmt, they
had to seek the ringgit fromother sources at higher rates, the source
added.

"Those that can provi de docunents and evi dence that the transactions are
trade related are allowed to go beyond the imt."

The central bank had, over the weekend, instructed banks to observe the
US$2 million linmt on outstandi ng non-comrercial ringgit swap transactions
per foreign custoner.

In a knee-jerk reaction to the nmeasure, the ringgit gai ned nore than 300
poi nts agai nst the US dollar after losing ground since early |last nmonth on
specul ati ve attacks.

Econom sts said the ruling, which limts of fshore banks' capabilities to
borrow fromonshore, would al so gave the central bank greater flexibility
to maintain [ower interest rates.

Yesterday, the ringgit ended at 2.6360/90 per the greenback from
Tuesday' s cl ose of 2.6335/45.

Deal ers said the larger than expected trade deficit of RW2.8 billion for
June pressured the local unit further, adding that there were also fresh
bids for the dollar fromlocal and offshore players.

On the noney market, the benchmark three-nmonth Kual a Lunpur | nterbank
O fered Rates was quoted at 8.16 per cent from 8.15 per cent the day
bef ore.

Prime Mnister Datuk Seri Dr Mahathir Mhamad had said with the nmeasure,
the Governnment had decided to allow for | ower conversion rates for trade-
related |l oans in the foreign exchange market to lend stability to the
currency market .
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