09/ 01/ 1998

Mahathir: No plan to i npose forex controls

PRI ME M ni ster Datuk Seri Dr Mhat hir Mhamad says the Governnent does not
propose to i npose forei gn exchange controls to check the ringgit's fall

"There is no such proposal,” he said in response to a question after
| aunchi ng a canpai gn by the Anti-Corruption Agency in Kuala Lunpur
yest er day.

Dr Mahathir said any statenment on foreign exchange control will cause
the market to | ose confidence. "And if there is a loss in confidence, the
ringgit will weaken further," he added.

The Prime M nister was asked if Mal aysia woul d i npose such control in
view of the sharp fall in the ringgit, to which he noted that sone people
seenmed to believe that East Asian governnents are no longer in control to
determ ne the value of their currencies.

"The situation has been reversed. Now the market disciplines the
Governnents ... Governnents of East Asia are being disciplined by the
mar ket s. "

On Wednesday, his deputy and Finance Mnister Datuk Seri Anwar |brahim
had said Mal aysia woul d continue to pursue a policy of flexible exchange
rates, but stressed that they should reflect the country's underlying
econom c¢ fundanent al s.

Anwar al so said there should not be a situation in which the exchange
rate deternines the fundanental s, adding that the ringgit had now becone
grossly underval ued i n an environnent of highly unstabl e nmarket
condi ti ons.

At the foreign exchange market yesterday, Bank Negara Negara (BNM
intervened again to help the ringgit close off its day's | ow at
4. 6500/ 600, slightly easier than Wednesday's 4. 5900/ 6000.

The ringgit was trading at a | ow of 4.7000 and a hi gh of 4.4800 agai nst
t he greenback.

Meanwhi | e, Anwar who chaired the Cabinet Committee on Essential Goods
meeting yesterday, said Bank Negara's intervention to prop up the ringgit
was at an acceptabl e | evel.

However, he declined to reveal how much the central bank had spent to
support the ringgit.

Deal ers said BNM ni ght have spent between RVBOO million and RMVBOO
mllion this week to support the | ocal currency.

The ringgit closed easier against the Singapore dollar at 2.5998/ 6353
fromWednesday's 2.5931/62. It opened at 2.6075/139.

Agai nst the yen, it closed at 3.4647/5048 conpared wi th Wednesday's
3.4524/626. It opened at 3.4579/651 yesterday.

Agai nst the pound, it ended the day at 7.4888/5721 from Wdnesday's
7.4491/585. It opened at 7.4384/ 406.

As for the deutschenmark, the ringgit settled at 2.5368/437 agai nst
2.5130/ 94 on Wednesday. It opened at 2.5073/113 yest erday.

Meanwhi l e, BNMsaid its gold, foreign exchange and ot her reserves
i ncluding special drawing rights narrowed to RVb9. 132 billion as at
Decenber 31 1997, from RVvb9.81 billion on Decenber 15 1997

The figure does not include an exchange reval uation gain of RW4,613.2
mllion. The US dollar equivalent of its International Reserve as at
Decenber 31 was US$21, 706.3 million

Its total assets and liabilities increased to RMLO8.92 billion from
RML08. 67 billion a fortni ght ago.



Loans and advances decreased to RW. 69 billion as at Decenber 31 from
RMA. 78 billion on Decenber 15 while hol di ngs of Ml aysi an Gover nment
papers rose to RMB. 72 billion at year-end agai nst RVM3.22 billion on
Decenber 15.

Hol di ngs of bills discounted al so decreased rather significantly to
RW69 million fromRML. 29 billion froma fortnight ago.

Currency in circulation increased to RM4.53 billion agai nst RW3. 88
billion on Decenber 15.
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