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GOVT- MEASURES
GOVT' S RESERVES PO SED TO RI SE W TH NEW MEASURES

By: Azlina Aziz

KUALA LUMPUR, Sept 2 (Bernama) -- The governnent's reserves are poised
to increase while the econony will be further reinforced agai nst externa
shocks with the new exchange control neasures announced by Bank Negar a.

Anal ysts and econom sts say that curbs on trading in the ringgit
out si de the Mal aysi an market would help revive the ringgit and keep the
afl oat the econony which over the past year has been exposed to severe
specul ati ve attacks.

Even before the peg of 3.80 for the ringgit to the US dollar was
announced today, it had already started appreciating while the stock nmarket
soared by 12.1 percent today, indicating that there was still light at the
end of the tunnel for the Ml aysi an econony.

Describing it as a good nove towards stability and confidence boosting
anong foreign investors, an econoni st contacted here today however
expressed concerns that "if the governnent fixed the ringgit rate, it would
require sufficient anpunt of reserves to back it up in the long term

"The problemis that in Ml aysia, we do not know what kind of
circulation and the actual anmobunt of reserves that we need to back up our
currency once it has been fixed," he said.

Prime Mnister Datuk Seri Dr Mahat hir Mhamad, when expl aining the
nmeasures yesterday, had assured that the government had sone reserves and
was increasing them in tandemwith the comng in of the ringgit from
of f shore.

Meanwhi |l e, TA Securities Sdn Bhd's banki ng anal yst Chie King Ngu
concurred with the governnent's noves saying that for the past one year
the ringgit had been very volatile.

It had noved fromthe | owest |evel of 4.80 in January this year, and
had been hovering between the 4.20 and 3.90 level for the past two to three
nont hs.

"For the past one year, with the type of volatility we have seen in the
ringgit, nost investors were reluctant to invest here as they did not know
what kind of rate they were dealing with and it was very risky," he said.

On how the fixed ringgit would help to maintain low interest rates, he
said that once the ringgit is brought back to Malaysia, "W will be able to
isolate or insulate ourselves fromoutside factors and whatever we do to
our interest rates, it will not have any effects on the exchange rates."

Currently, the Kuala Lunmpur Interbank Ofer Rates for three-nmonth noney
stood at 9.5 percent while the Base Lending Rates (BLR) was at 10.3
percent.

Chie who also said that the neasures taken were tinely, especially
during these extraordinary (crisis) tine.

However, he cautioned against taking it easy with the refornms taken by
t he governnent .

"At this point intinme of the crisis, | feel we really need
extraordi nary neasures, but again, the governnment nmust be serious in
adopting certain reforns. If we do not do it seriously, we will be less
conpetitive in many ways," he said.

He stressed that productivity should be one of the areas to focus on
adding it was an area still far behind in Ml aysia.

Chi e al so expressed concerns that the new neasures might result in the
devel opnent of a black market in forex trading for the ringgit, eventhough
central bank's acting governor Datuk Dr Zeti Akhtar Aziz had reassured that



"there is no reason to worry."

On the effect on the level of non-performng |loans, he said, "it is
very hard to say at the nonent, it will depend on the rate being set as
well as the interest rates situation." -- BERNAVA
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