18/ 04/ 2000
PMhits out at calls for review of RMUS$ peg

Kamar ul Yunus

PRI VE M NI STER Dat uk Seri Dr Mahat hir Mohamad yesterday chi ded foreign
fund managers for renewing their calls for an upward review of the
ringgit's peg against the US dollar.

Speaki ng to newsnen after chairing the Umo suprene council neeting, Dr
Mahat hir noted that these are the sane foreign funds who had earlier said
that Mal aysi a made the right choice when it pegged the ringgit at a |l ow
| evel of RMB.80 which had raised Mal aysia's external reserves.

"Now, they (foreign funds) are sayi ng we have bi g reserves because our
currency i s weak. But at the sanme tine, the sane foreigners are calling
for aslightly stronger ringgit.

"I don't think they know what they are tal ki ng about,"” he sai d when
asked to comment on recent calls by fund managers for an upward revi ew of
t he peg.

According to earlier reports, the fund nmanagers clained that if the peg
was not revised upwards and the acconmodati ve nonetary policy not
revi ewed, Mal aysia would risk faci ng economni c over heati ng and over-
inflation by next year

Mal aysi a i ntroduced sel ective capital controls in Septenber 1998 and
pegged the ringgit at RVMB. 80 against the USdollar inefforts toinsulate
the country fromunscrupul ous currency nmani pul ators.

Al t hough t he nove was criticised by foreigners when it was introduced,

t he policy had since recei ved encouragi ng response frommany quarters as
it had gi ven Mal aysi a t he nuch-needed breat hi ng space to i ntroduce
expansi onary nmeasures to stinulate the econony.

Now t hat the econony has recovered, there have been increasing calls for
the selective controls to be dismantl ed and the ringgit revi sed upwards.

However, Mal aysi a has nai ntai ned that there would be no change inits
policy unless there are concrete noves to control gl obal currency
specul at ors and hedge funds, especially in outlining anewinternational
financial architecture.

On the Vall Street plunge, Dr Mahathir said this happens everywhere. "It
i s happeni ng everywhere... the Dow Jones, Nasdag and so on," he sai d.
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