27/ 11/ 1998
"Only significant shift will lead to peg review

Desnond Ngi am

MALAYSI A may review its fixed exchange rate of RV3.80 to the US dollar if
there is a trend showing a major shift in the conpetitiveness of the | oca
currency agai nst other currencies, especially those of nei ghbouring
countries.

The Japan Federati on of Econom ¢ Organi sati on (Kei danren) vice-chairnman
Naohi ko Kumagai said that during his nmeeting with Datuk Seri Dr Mhathir
Mohamad yesterday, the Prime Mnister had said the peg may be reviewed in
the event of a significant change in the performance of the ringgit to
ot her currencies.

He added that Dr Mahathir cited "20 per cent either way" as an exanple
of a significant shift in the ringgit's conpetitiveness with other
currenci es.

"The Prinme Mnister expressed his viewthat the fixed ringgit exchange
rate should be stable for the longer-termas a short-termpeg will pose
difficulties to the private sector to manage in a stable manner.

"However, he said the ringgit is still subject to fluctuations agai nst
ot her currencies especially those of neighbouring countries, and if there
is a major change in the exchange rate, Ml aysia nmay have to review the
ringgit peg.

"These fluctuations may only be a tenporary shift in the exchange rate
conpetitiveness, so the Prine Mnister said it nust be nmade sure that the
shift stays as a trend,"” Kumagai said in Kuala Lunpur yesterday during a
Press conference hel d by Kei danren.

He clarified that Mahathir stated a 20 per cent shift "as an exanple and
not as a specific nunber or criteria to trigger a review of the ringgit
peg."

The 24-menber Kei danren mssion, |ed by chairman Takashi Imai who is
al so the chairman of N ppon Steel Corporation, had called on Dr Mahathir,
M ni ster of International Trade and Industry Datuk Seri Rafidah Aziz and
Speci al Functions M nister Tun Dai m Zai nuddi n

Imai said total Japanese direct investnments to the Asean 4, nanely
Mal aysi a, Thail and, I ndonesia and the Philippines, had i ncreased by 150
billion yen (RMA.7 billion) to 750 billion yen during the period Apri
1997 to March this year.

Earlier, Bernama reported that, during its nmeeting with Dr Mahathir, the
m ssion wanted to know nore about the econom c nmeasures taken by Ml aysi a.

The agency quoted Foreign Affairs Undersecretary for East and South Asia
Dat uk Syed Norul zaman Syed Kamarul zaman as sayi ng: "Dr Mahat hir expl ai ned
the rational e behind various econoni ¢ neasures, including the pegging of
the ringgit and they understood.

"They were al so encouraged that there were signs of inprovenent
followi ng the i nplenentation of these nmeasures."

Nor ul zaman added that the m ssion menbers in turn explained to Dr
Mahat hir the kind of economic measures taken to revive the Japanese
econony.

"There is an understandi ng of each country's role which is of inportance
as the recovery of Ml aysia and Japan will help this region," he said.

Nor ul zaman added that the m ssion al so supported Japan's yen | oan of
US$1.8 billion (Rv.8 billion) to Malaysia to hel p ease the country's
burden during the current economc crisis.

The Keidanren mission will visit Singapore next after its two-day visit



to Mal aysi a.
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