
Rinfzrzit is not over 
The fact that Malaysia 
is still able to compete 

globally shows that 
the ringgit is not 

overvalued and does 
not warrant a re-peg 

PRIME Minister Datuk Seri 
Dr Mahathir Mohamad yes- 
terday said the ringgit is not 
overvalued and it will not he 
IJressurctl into being r(?- 
~~eggerl by otticxr d~~prc~ci;itint( 
regional currclncics. 

“The ringgit will not bc 
pressured into bcling re- 
~~egg:etl by other do[)l-ociating 

c,ompete i~~ternationally shows 
that it is not o~~~rvi~lu~d. 

“The ring& can IX! said to 
be overvaluc~d If t ho country 
is unable to compete globally 

even ottiw rt,gion;il cur- 
rencies arc’ not oxpc>ctcd to 
rise or fall hcyontl 20 pr’r 

UU 
cent. Even if they do, thw 
will head back to where they 
were,” he said. 

The economic slowdown. he 
said will affect every econom:, 
in the world in terms of re- 
duced imports. 

“However, it does not war- 
rant a re-peg here. ICvcw if 
we re-peg the ringgit lower to 
make things cheap and corn 
petitive. them will not bc a 
good market for our products 
and services if demand from 
the LJS and other economies 
depending on it spirktl down.” 

Meanwhile, Malaysian Ill- 
stitutc of Kconomic Researc>h 
(Mier) said the current lt~cl 
of foreign rcscsrves, adequate 
to sustain four months ot rep 
tainetl imports, is not alarm- 
ing enough to warrant ;I r(:- 
valuation or w-pegging of the 
ringgit. 

The institute, howcl cr. 
warned that if the downward 
trend in the reserves is not 
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arrested. t ere is a nossibilitv could be counter-balanced bv 
of negative implications on 
the ringgit arising from a 
shrinking current account 
SLllplllS. 

“SO far there iS ii0 St’riOuS 
mismatch or misalignment of 
the ringgit,” Micr executive 
director Dr Mohamed Ariff 
Abdul Kareem said. 

The country-‘s foreign re- 
ser\res declined to US$2;.2 
billion (US$I = TIM3.HO) as at 
end-March 2001 from LTS$W 

Hank Nttgara Malaysia. 
llo\vtTY~l , ga1.e ai1 assurance 
that the outflocz s arc not 
w-orrying .<ince they consist of 
debt rrpa>‘ment and strategic 
ovc~rspa~ i nvcstment which 

trade earnings and long-ter& 
inflows. 

Dr Mohamed Ariff also said 
the country’s currency has 
appreciated in terms of real 
exchange rate against the 
nominal exchange regime but 
added that the appreciation is 
only marginal. 

“As we know. the (IS dollal 
has bwti appreciating against 
the regional currencies mak- 
ing them weaker vis-u-vls the 
ringgit 

“The manufacturing wclor 

is the driver of the Malavsian 
t~cononl~ anv c~st&nal 
factors a~fe2y.z the value of 
our currency will certainly 
have implic,ations on our 
coliipctiti~~~ness.” ho (‘I- 

plaitiod. 
He said while thercl is no 

esternal prrssurc to force re- 
pegging of thr ringgit. wrah- 

c)ning of the domestic ccoiio- 

my may result in the country 
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losing out in its international 
market share and affecting 
new investments. 

While recognising that the 
fixed exchange rate regime 
has provided stability and 
iniected confidence in the 
ec&omy, Dr Mohamed Ariff 
hoped the currency controls 
will be lifted in the future. 

“Now would not be a good 
time to dismantle it. It’s 
easier to get in than to get 
out. If we achieve growth 
above 6 per cent maybe then 
it’s a good time. 

“If we de-link the ringgit 
from the US dollar now it 
may lead to a tailspin in the 
economy and we may not be 
able to immunise ourselves 
from changes in the regional 
economy,” he said. 

On foreign direct invest- 
ments, Dr Mohamed Ariff said 
although there is a sharp 
increase in the number of 
applications and approvals 

from the Malaysian Invest- 
ment Development Authority, 
there’ is little evidence to 
show translation into actual 
investments. 

Approved domestic invest- 
ment increased by 61.5 per 
cent amountina to RM13.7 
billion in 2000-from RM4.8 
billion in 1999. Approved for- 
eign invesment also rose by 
61.5 per cent from RM12.3 
billion in 1999 to RM19.8 bil- 
lion last year. 

Most foreign investments 
were in the electrical and 
electronics industries while 
domestic investments were 
dominated by a large outlay 
in the natural gas sector. 

“We hope with improvement 
in the US economy, additional 
investment into the country 
will help our expansionary 
growth,“ he added. 

Commenting on interest 
rate, Dr Mohamed Ariff said 
there is still some room for 

reduction in interest rates. 
“Currently we are enjoying 

the lowest interest rate in the 
region while the inflation rate 
is also the lowest. 

“However, lower interest 
rates may not lead to in- 
creased consumption and will 
make banks’ margins thin- 
ner,“ he added. 

Mier said interest rates 
continued to remain flat in 
March, reflecting the easy 
monetary policy in place. 

The central bank has con- 
tinued to ensure ample li- 
quidity in the banking system, 
leaving the interbank rate 
slightly lower at 3.11 per cent 
in March 2001 from 3.22 per 
cent in January. 

The average lending rate 
for commercial banks eased 
slightly to 7.35 per cent in 
February from 7.45 per cent 
in December. 
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