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EXCHANGE CONTRCLS
M SI AN EXCHANGE CONTROLS Al MED AT | NSULATI NG NOT | SOLATI NG ECONOWY

By: S. Durga Varm

TAI PEl, Sept 4 (Bernama) -- Malaysia's nove to bring currency
fluctuations under control has been described as a tenporary neasure ai ned
at insulating, not isolating, the econony fromthe current econonic
mael strom a top Tai wanese banker said today.

Dr Jeffrey Len-Song Koo, chairman and chi ef executive officer of
Chi natrust Bank, a |eading commercial bank in Taiwan, said business |eaders
shoul d not rush to pass judgenent on Ml aysia's | atest nove.

"W woul d very much like to see the new neasures succeed as it wll
help the ringgit stabilise,” he told Malaysian journalists at a pre-opening
press conference of the APEC Busi ness Advi sory Council here.

In endorsing Mal aysia's |atest nonetary policy, Koo, who is also the
nati oanl policy advisor to Taiwanese president Lee Teng-hui, said the
I nternational Monetary Fund (I M) and other foreign countries had
criticised Malaysia's actions in the past.

"But (Malaysian Prime Mnister) Dr Mahathir (Mhamad) has taken it upon
hinself to resolve the economic turnoil and it should help the country
resolve its financial crisis,” he said, pointing out to the fact that
exchange control was a bold and aggressive nove to restrict capital flow.

The Mal aysi an authorities sent shock waves through the gl obal markets
this week when the ringgit was pegged at 3.80 agai nst the greenback for an
i ndefinite period.

The control measures al so include banning offshore ringgit trading and
depositing ringgit outside Malaysia. In addition, offshore ringgit hol dings
must be repatriated by Gct 1, 1998 or they will be considered worthl ess.

The pegged exchange rate is an inportant nmeasure to protect Ml aysia
from beconing prey to specul ators on the prow .

Koo, who is also chairman of the ABAC financial task force, was
positive that Mal aysia would be able to stabilise the ringgit if the
country succeeded in backing its exchange rate with sufficient foreign
reserves.

"If you can stay successful for six nmonths, then it (foreign exchange
control) would be a success.

"We hope it will work as we do not want to see a bigger turnoil,” he
sai d, adding that the only concern that Taiwan busi nesses now faced is how
they can remt their funds or savings out of the country.

Meanwhi | e, Koo al so said Tai wanese investnents in Ml aysia were not
likely to drop in the near term

"I do not think that |atest nove will affect Taiwan-Mal aysia relations
and i nvestnent decisions," he added.

Infact, he said a group of investors including hinself, will push ahead
with plans to set up a Southeast Asian investnent holding firm with NT$10
billion (US$300 nillion) in capital.

"Mal aysia will also benefit fromthis fund," Koo said, adding that the
conpany will invest in stock markets in the region.

Meanwhi | e, P.K Chi ang, chairnman of the Cabinet-Ievel Council for
Economi ¢ Pl anni ng and Devel opment (CEPD), who is also a delegate to the
Third ABAC neeting, said the pegging of the ringgit to the U S dollar
woul d benefit Taiwanese inporters and exporters doi ng business with
Mal aysia as it woul d reduce currency risks.

He added that Tai wanese busi nesses have been assured by the Ml aysi an
government that it would not inplement nmeasures that could pose a threat to



their interests.

A check with | ocal banks here this nmorning reveal ed that trading of the
ringgit in response to Malaysia's decision to ban all trading of the
Mal aysi an currency overseas had conme to a halt.

Banks are now awaiting new i nstructions fromthe Ml aysian gover nnent
bef ore resum ng tradi ng. However, no one knows for sure when, if ever, that
wi || be, according to banking sources.

For those who have ringgit accounts, Chiang said they should not panic.

He felt that the strict foreign exchange controls were not likely to
present too nmuch difficulties for investors in Ml aysia nor for trading
conpanies with dealings with Mal aysian firnms although the controls may
present sone problens in termof procedures for Taiwan investors in
Mal aysi a.

Chi ang sai d nost Tai wanese manufacturers in Ml aysia exported their
goods out of the country in US dollars, the sane w th Tai wanese traders who
have dealings with Ml aysia.

However, he said nore details should be forthcom ng on the direct
i npact of the ban on ringgit trading overseas and the peggi ng of the
ringgit at 3.80 agai nst the greenback before business here decide what to
do next.

"The real inmpact on Taiwan's busi nesses cannot be determined until nore
details are nmade avail able," he said.

According to statistics obtained fromthe Industrial Devel opnent and
I nvestment Center here, Taiwan's investnent in Malaysia fromJuly 1997 to
June 1998 grew 67.9 percent, conpared with the same period a year earlier.

Tai wan- Mal aysia trade totalled US$7.27 billion in 1997, making it the
second | argest foreign investor in Ml aysia, next only to Japan.

Mal aysia is al so one of two countries where Tai wanese investnents in
Sout heast Asia have increased. Trade with Vietnamrose 48.57 percent.

Tai wanese investnments in other South East Asian countries decreased
sharply during the period with a decline of 90.93 percent in Indonesia,
86.94 percent in Thailand, 32.20 percent in the Phillipines and 9.77
percent in Singapore. -- BERNAMVA
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