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Bank- Gover nor
AHVAD DON THI RD GOVERNOR TO QUIT IN A ROW

By: Azman U ang

KUALA LUMPUR, Aug 28 (Bernama) -- Tan Sri Ahmad Mohd Don, whose
resignati on as Bank Negara governor was announced today, is the country's
third top central banker in a rowto have resigned in the |ast 13 years.

Reports of the resignation of Ahmad as well as his deputy Datuk Fong
Weng Phak were carried by sone foreign news agenci es from around noon today
but were confirned at around 6 pmby the Finance Mnistry in a statenent.

The statenment gave no reasons for the resignations of the top two
central bank officials.

The confirmati on of Ahmad's resignation, which will take effect on Sept
1, ended nonths of such speculations in the |local financial narket,
specul ati ons which were often deni ed by Finance Mnister Datuk Seri Anwar
| brahi m

On July 1, Anwar quashed tal k that Ahmad was resigning fromhis
position.

" This is the 13th tinme. Wiy should we entertain this (runour), he said
in response to questions fromreporters.

The specul ati ons becane rife following remarks by Prinme M nister Datuk
Seri Dr Mahathir in June that a tight nonetary policy nmay not be good for
the country.

| do not necessarily endorse Bank Negara's tight nonetary policy," he
was quoted as sayi ng when asked what he t hought of the central bank's
policy to maintain high interest rates.

H gh interest rates have actually caused the econony to contract™
said Dr Mahathir, who openly nmade known his di sagreenment with the centra
bank on interest rate policy on several other occasions in the follow ng
nont hs.

Dr Mahat hir and Special Functions M nister Tun Dai m Zai nuddi n, who was
appointed to the Cabinet in June, have often called for interest rates to
be brought down to kick start the econony which has been in the dol druns
since the start of the regional econonmic turnoil a year ago.

A former Bank Negara adviser told Bernama today that Ahmad' s insistence
on maintaining a tight nonetary policy at a time when the econony was
contracting rapidly had nade his position untenable.

" He as well as his deputy have taken the decision to resign as a
matter of principle,” said the ex-adviser who spoke on condition of
anonymty.

Some anal ysts said Dr Mahathir's concern about the negative effects of
a tight nonetary policy had proven to be justified with the announcenent by
Bank Negara yesterday that the Ml aysi an econony had contracted by m nus
6.8 per cent for the second quarter, frommnus 1.8 per cent in the first
quarter.

" The job of a Bank Negara governor is a thankless one. This is borne
out by the fact that we are seeing one casualty after another,"” said the
ex-advi ser.

As he put it: " Some would say that the governor's post is a jinx. It
is no easy task managi ng the country's nonetary policy even in the good
times, what nore during these difficult tines.".

Al t hough Ahnmad was the third governor in arowto quit, each for his
own reasons, this was the first tine that both the governor and deputy
governor have resigned at the sanme tine.

" This is perhaps unprecedented anywhere," said a Finance Mnistry



of ficial when asked to comment on the two resignations.

In 1985, Tan Sri Abdul Aziz Taha resigned over differences with the
governnent on | endi ng policies.

He was succeeded by Tan Sri Jaffar Hussein, a managi ng partner of
| eadi ng accounting firmPrice Waterhouse, who went on record as saying then
that he took a huge pay cut to take up the central bank job "as a nationa
service".

But Jaffar, who died of cancer on Aug 11, resigned in the wake of a
massi ve RML5 billion foreign exchange | oss suffered by the bank in
defending the ringgit.

Ahmad, then managi ng director of Ml ayan Banki ng Bhd, the country's
bi ggest bank, took over fromJaffar and was reported to have said that he
took up the job in the national interest.

Assi stant governor Datuk Dr Zeti Akhtar Aziz has taken over as acting
governor but anal ysts said she was expected to hold the post for a brief
period only pending the appoi ntnent of a new governor.

Sources said at | east two nanes have been tipped as the new governor,
Petronas president Tan Sri Hassan Marican and Datuk Raja Arshad Tun Uda,
who i s managi ng partner of Price \WAterhouse
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