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RINGG T TO BE PEGGED AT FI XED RATE

KUALA LUMPUR, Sept 1 (Bernamm) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad sai d today Bank Negara will peg the ringgit to a fixed rate "very
soon" but the rate will be decided by market forces for the tinme being.

This, along with capital control neasures announced by the central bank
to curb speculation in the ringgit, is ultinmately ained at defending the
currency agai nst further attacks by specul ators.

Foreign direct investors wanting to set up production facilities wll
be encouraged to cone here as with a fixed exchange rate they have a very
good chance of making profits with mniml costs.

He said this in a special interview over RTMon the country's economi c
situation. He was interviewed by a panel conprising New Straits Times Press
G oup Editor-in-Chief Datuk A Kadir Jasin, Bernanma Acting Executive Editor
(Econom ¢) Yong Soo Heong and Public Bank Berhad's Director of Econom cs
Di vi si on Nasar uddi n Ar shad.

Dr Mahathir said that with a fixed rate, people would know the rea
value of the ringgit and "once we regain control of our exchange rate, we
can |l ower our interest rates and not have sonebody el se control our
interest rates.”

The ringgit would no longer be a | egal tender or have val ue outside the
country, he said.

"However, as we know that there is ringgit outside Ml aysia, we will
all ow such ringgit to be repatriated for a period of one nonth fromtoday,"
he sai d.

He also said that a fixed ringgit mght affect transaction costs but
with fixed rates, there was no need to hedge while the transaction cost
woul d not be subject to devaluation or revaluation if paid at a | ater date.

Also, it would enable interest rates to be | owered, he said, adding
that these were part of the "shocking" nmeasures he had nentioned earlier

Saying that the work of speculators was threatening to inpoverish the
nation, he added that nore nmeasures woul d be announced, such as those
anmending |laws related to the stock market.

Dr Mahathir said the capital controls would al so enabl e the
authoritiies to lower interest rates, which in turn woul d nmake | oans
cheaper and generate greater business activity.

The Prime M nister also said that Ml aysia woul d continue to encourage
genui ne long-terminvestors while those already here would be able to
continue repatriating their profits.

On the other hand, stock market specul ators who destroy conpani es woul d
be di scouraged as "asset stripping is not sonething we want."

Both | ocal s and foreigners who buy shares will have to hold themfor
one year.

The neasures to control foreign exchange announced by Bank Negara today
will continue until Ml aysia was sure that there were profound and
fundanment al changes in the international financial systens, he said.

The measures coul d be considered as a | ast resort and could be
per manent, he added.

"What we have done is to freeze ringgit in external accounts, the
ringgit is no longer |egal tender overseas but is only |egal donestically,"
he sai d,

"What is obvious is that people can no |onger stay with a free nmarket
system" he said in reference to capital controls being inplenented i n Hong



Kong and Chil e.
He al so said that foreigners could use their credit cards here and that

there was no linmt in their spending except whatever anount the cards
al | oned.

However, Mal aysi ans could only spend RMLO, 000 overseas if they use
their credit cards, he said.

The neasures announced today were deci sions nmade by the governnent and
not the central bank, he said when asked if the new neasures woul d not
repeat the nistake Bank Negara had made when it followed Internationa
Monetary Fund (I MF) style prescriptions.

He said the I M was too slowin responding to the needs of the
econom es atttacked by currency specul ators.
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