18/ 04/ 2000

PM hits out at foreign fund managers calling for review of ringgit peg

PRI ME M ni ster Datuk Seri Dr Mhat hir Mhamad has hit out at foreign fund
managers for renewing their calls for an upward review of the ringgit's
peg agai nst the US doll ar.

He said the sane foreign funds had earlier said that Ml aysia nade the
right choice when it pegged the local unit at a |ow | evel of RM. 80, which
had rai sed Mal aysi a's external reserves.

"Now, they are saying we have big reserves because our currency i s weak,
but at the sane tinme, the sanme foreigners are calling for a slightly
stronger ringgit.

"I don't think they know what they are tal king about," he said when
asked to comment on calls of |ate nade by fund nmanagers for an upward
revi ew of the peg.

The fund managers had clained that if the peg was not revi sed upwards
and the accommopdati ve nonetary policy not reviewed, Ml aysia would risk
faci ng econonmi ¢ overheating and over-inflation next year.

In Septenber 1998, Ml aysia introduced sel ective capital controls and
pegged the ringgit against the US dollar in efforts to insulate the
country fromunscrupul ous currency mani pul at ors.

While criticised then, the policy has since been comended by nany
quarters since it has given Mal aysia that much-needed breathing space to
i ntroduce expansi onary neasures to stinulate the econony.

Now t hat the econony has recovered, there have been increasing calls for
the selective controls to be dismantled and the ringgit revised upwards,
but Ml aysi a has mai ntai ned that there woul d be no change to its policy
unl ess there were concrete noves to control gl obal currency specul ators
and hedge funds.

Meanwhi | e, Reuters reported Finance M nister Tun Dai m Zai nuddi n sayi ng
that there was no strong reason now to scrap the ringgit peg.

In a speech at the US-Ml aysi a Busi ness Council, he said, "there is no
compel ling reason to renove the ringgit peg at this point in tine."”

He said the ringgit rate was supported by macroecononi ¢ fundanental s,
and manuf acturing conpanies were in favour of it.
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