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ZETI - CHALLENGES
MALAYSI A PREPARED TO MEET CHALLENGES, SAYS ZETI

By: Sal ny Hashim

Washi ngton, April 27 (Bernama) -- Malaysia is prepared to neet the
chal | enges of a possibl e Septenber exodus of foreign funds now | ocked in
the stock market under the 12-nonth rule, Deputy CGovernor of Bank Negara,
Datuk Dr. Zeti Akhtar Aziz, said here yesterday.

Dr. Zeti, however, did not believe that all US$5 billion worth of
foreign portfolio funds would | eave the country five nonths from now as
i nvestments made by these investors had been preserved and even inproved
since selective capital and currency control neasures were introduced | ast
Sept enber .

"It is unlikely that the full amount will flee the country," once the
one-year | ock-out period expired because the stock market had shown
significant inprovenent froma dismal 260 points |ast Septenber to the
current range of over 600 points, she told journalists at the Nationa
Press d ub.

Dr. Zeti is the first high-ranking Mal aysian official invited to speak
at the prestigious club. The Deputy Central Bank Governor, who is here to
attend several neetings, including the Wrld Bank/International Mnetary
Fund (1 MF) Spring neetings, briefed journalists about "Ml aysia's Road to
Econonmi ¢ Recovery" at the club

She said, should an "exodus" occur, Malaysia was well prepared to
absorb such an adj ustnment because the country's forei gn exchange reserves
had gone up by $8 billion to $28 billion, which accounted for six nonths of
retained inports.

The Institute of International Finance, an unbrella group for about 300
i nternational financial institutions, projected on Sunday Mal aysia's
reserves to increase from$31 billion this year to $37 billion next year
which it said, mght lead to further rel axation of exchange restrictions.

Zeti said the relaxation of the 12-nonth rule through the introduction
of an exit levy in February had triggered positive signs of recovery and
had attracted significant anmount of new funds.

She pointed out that Malaysia's prescription for econonmic recovery were
not limted to a recovery in the financial sector but nore fundanmental than
t hat .

"What's inportant is that our recovery is broad-based, sustainable and
| ess vul nerable to derailnment,"” she said.

Measures were being taken to lay the foundation for growth by
strengt heni ng t he banki ng system diversifying the econonic base through
i nvestnments in technol ogy and resource-based industries, and inproving the
standard of living of the people, she added.

Asked when the controls would be lifted, she replied that the tinme was
not right at this point in view of disturbing external factors such as
recent events in Russia and the fragile international nmarket conditions.

On the proposed sovereign bond sales, Dr. Zeti said, "W're nonitoring
the market conditions ... these are options presented before Ml aysia, and
we're | ooking for opportunity to raise funds at reasonable costs.”

Prime Mnister Datuk Seri Dr. Mahathir said | ast week that Ml aysia
woul d I'aunch a global bond to raise RMB billion - not because it needed the
nmoney but to prove its creditworthiness.

Dr. Zeti said here, there was no rush to borrow from foreign funds
because Mal aysia was able, at this stage, to finance its requirenments from
donmesti c sources because of its high savings rate.



Mal aysia, classified by the Wirld Bank as a noderately indebted
country, would not like to increase its external indebtedness to that of a
hi ghl y-i ndebt ed country, she added.

However, she said, efforts were being made to devel op an active
secondary bond market to finance |ong-term projects. Foreign investors
coul d purchase these ringgit-denon nated papers, she said.

She believed that the Bond Information D ssem nati on System (Bl DS)
created |l ast year could help accelerate the growth of the secondary bond
mar KEt . - - Ber nana
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