24 SEP 1998
MAHATHI R- PEG NEW LEAD
MAHATHI R DOES NOT RULE QUT RINGE T' S VALUE

KUALA LUMPUR, Sept 24 (Bernamm) -- Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad has not ruled out the possibility of |owering the val ue of
the ringgit fromthe present |level of RVB.80 to the U S. dollar but said
the peg woul d be maintained for as | ong as possi bl e.

He said that unless other countries devalue their currencies, "then we
need to | ower our value" to remain conpetitive.

"But we would try to maintain the peg to make it possible (for
conpani es) to plan and set up their budgets w thout worrying about currency
volatility," he said

He said Mal aysia does not want to have currency curbs if it could help
it, but it needs protective neasures since the international financial
regi me has yet to change from"allow ng others to rob other people's
weal th."

"There is a need to change the architecture (of the current
i nternational financial system),"” he told reporters after chairing the
Nati onal Information Technol ogy Council (NI TC) neeting here today.

On the effect of foreign exchange, he said the inpact would take a few
mont hs but the first sign of recovery is there, evident by the rise in car
sales from5,000 units per nonth to 12,000 units.

He said it al so showed that the nmeasures to ease | ending by reducing
interest rates were beginning to bear fruit as the downpaynment for hire
pur chase of vehicl es have decli ned.

The current interest rates was acceptable, he said, adding that the 8.0
percent "was a good | evel as people can now do business.”

Lendi ng rates for business |oans were hovering as high as 20-21 percent
as at end- 1997 which nmade them very expensive, which in the process
severely curtail ed business activity.

Al t hough rates declined further to between 16-17 percent, the
government decided to opt for a nore liberal nonetary policy in efforts to
stinmulate the econony with the econony slipping into a recession in the
second quarter.

Dr Mahathir said that reserves had al so gone up

As at Sept 15, Bank Negara reported gold and forei gn exchange and ot her
reserves rose significantly to RvBO. 759 billion conmpared with RVb7. 878
billion two weeks ago.

On growt h projections for 1999, Dr Mahathir said the rate would be nuch
better but would rather remain conservative than optimstic.

He said the governnent is confident of the action taken to tackle the
current economny, but did not dismss any negative grow h.

Asked whet her there would be problenms in drawing up the 1999 budget, he
said "there was no problem?"”

The Prime Mnister also confirmed that there was a delay in the Wrld
Bank di sbursing a further US$700 million loan to Malaysia as it wanted a
clearer picture on the exchange controls inposed by Ml aysi a.

"They (officials) are not sure of what is nmeant by currency controls.
They think it is total and we are cutting ourselves fromthe rest of the
world. But this is not true," he added.

He said the neasures inposed by Ml aysia, such as declaring noney (by
travellers), are the sanme as other countries and that the |aws are already
t here but not being enforced.

He said he would explain the situation to the Wrld Bank and the fact



that Mal aysia would not prevent foreign capital fromcom ng in.

On a call by Australian Deputy Prime Mnister TimFi scher for the Asia
Paci fic Econoni c Cooperation (Apec) sumiit to be noved away from Ml aysi a,
he said it was a solitary voice.

"If Apec nenbers agreed to that (noving the venue), there was no
stopping (them, but if only one deputy prinme mnister disagreed, then he
can stay away," said Dr Mahathir.

He cited how simlar calls were made by certain parties in Australia
over the Commonweal th ganmes with criticismthat the haze and | ack of water
woul d hanper the games.

However, he said the fact stands that the ganes held here were the best
organi sed and attended and others were willing to come.-- BERNAMVA
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