24/ 07/ 1998

BNM has wor ked out trade clearing house fornat

BANK Negar a Mal aysi a has worked out the format for the bilateral paynments
arrangenent clearing house to facilitate the use of own currenci es anong
Mal aysia's trading partners, Prime Mnister Datuk Seri Dr Mahat hir Mohamad
says.

The central bank will brief |ocal trading conmpani es on the nechani sm
soon, he said.

"Bank Negara has al ready worked out the format and is in the process of
setting it up. It will organise a special briefing ... the clearing house
will be set up so that we will be able to record all our inports and
exports,"” Dr Mahathir told newsnen after a dial ogue with chief executive
of ficers (CEGs) of Mal aysi an tradi ng conpani es i n Kual a Lunpur yest erday.

I nternational Trade and I ndustry M nister Datuk Seri Rafidah Aziz, who
al so attended t he di al ogue, sai d besi des Phili ppi nes whi ch has si gned an
agreenent with Bank Negara on the bil ateral net settl enent arrangenent,
Thai | and has al so indicated an interest to do so.

"Bank Negara, which is the designated clearing house for Ml aysia,
signed the agreenment with the Philippines recently, andit is goingto
sign with Thail and soon. Negotiations are al so under way w th ot her
countries, with the initial focus being on Asean countries," she added.

Raf i dah expl ai ned that the bilateral paynents arrangenment will settle
the di fference between i nports and exports of two countries, ideally using
each other's currenci es.

"Even if it (net balance) is paidin US dollar or other strong
currencies, we will only be paying the difference, not the total anount,"
she added.

"The cl earing house will keep conplete records of who is selling and who
i s buying.

"In order to do that, banks which have direct dealings with the traders
will have to report to the clearing house on the transacti ons.

"Traders are not affected at all. They do their normal trade through the
banks. When it comes to settlenent between two countries, the clearing
house will do that in the designated currencies,” Rafidah said.

Whi |l e sone | ocal traders and their trading partners have al ready started
usi ng each other's currenci es, net clearing between governnents has yet to
be introduced.

"l suggest that we wait for Bank Negara to give full briefing to
exporters and traders... then, we will have a full understandi ng of the
mechani smfor bilateral net payments arrangenent.

"What it (Bank Negara) has presented to the Governnent is the format of
t he mobdus operandi of the bilateral paynent," she said.

On whet her such a nove woul d hel p strengthen the ringgit, Rafidah said
it will help conserve foreign exchange, not only for Mal aysia but alsoits
tradi ng partners.

"This is because we do not have to source the full anpbunt of foreign
exchange to pay each other.

"What we really need to source is the net difference of what we buy and
sell. W can then use the foreign exchange for other things."

During the cl osed-door dial ogue, Dr Mahathir said he al so explained to
the CECs the Government's strategies to boost trade.

He noted that the CEGCs gave their full support to the Governnent
pr ogr anmes.



"I explained to themthat we will use counter-trading ... and pay the
net difference between inports and exports.

"I also told themthe benefits of using |local ports,” he added.

Dr Mahat hir brushed asi de suggesti ons that Ml aysia m ght | ose out under
such an arrangenent, particularly with regards to palmoil whichis
currently quoted in US dol | ars.

"The value of the transactions will still be in the US currency. W just
translate it into our respective currencies. W use our own currency for
actual payment only, the value is still the sane,” he said.
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