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KUALA LUMPUR, Nov 3 (Bernamm) -- Amanah Capital G oup says domestic
interest rates were stable in Cctober with the benchmark three-nmonth Klibor
hol di ng at 3.29 percent throughout the nonth.

It said inits monthly review that not only was the three-nonth Klibor
at a standstill, the one and three-nonth Klibor renmined stuck at their
mar ks.

The longer-term Kl i bors varied by one basis point during Cctober.

Amanah Capital said donmestic interest rates would continue to be
significantly influenced by the weakened world econom c outl ook

The forecast for the three-nonth Klibor is around 3.30 percent for the
remai nder of 2001 and for 2002.

"There is only a small chance that Bank Negara Malaysia will ease rates
alittleinline with lowinterest rates which are prevailing globally. In
the mediumterm there is unlikely to be any novenent in the three-nonth
Klibor fromthe prevailing level," it said.

Thr oughout 2001, Amanah Capital said nonetary policy globally in
general, and specifically in the US, was significantly |oosened, with a
corresponding easing in interest rates.

Just when it was anticipated that the US Federal Reserve would sl ow or
conplete its easing of interest rates, the Septenber 11 terrorist attacks
on the US took place.

The econoni c shock triggered by those devel opnents conpelled the
Federal Reserve to continue vigorous interest rate cuts to shore up
consuner confidence, said Amanah Capital

It said the gl obal slowdown had affected the Ml aysi an econony
significantly and this pronpted the governnent to introduce some measures
in the 2002 Budget to alleviate this situation

Amanah Capital said the budget also dropped subtle hints on the
government's thinking on interest rates.

"I't would seemthat official policy attenpts to balance the interests
of individuals who are highly dependent on interest incone through the
proposed RML billion issue by BNM of Bon Sinmpanan Mal aysia which yields 5.0
percent."

In the nmeantine, it said the considerable overhang of liquidity
accunul ated in the banking systemis expected to be maintained through
2002.

It said that Prine Mnister Datuk Seri Dr Mhathir Mhanad recently
said some RMBO bhillion was not lent in the banking system

"W maintain the rationale that BNMw ||l continue to maintain |ow rates
Wi t hout necessarily resorting to easing deposit rates. This is happening
despite growi ng pressures as the US and other trading partners' interest
rates are cut to bel ow equival ent donestic rates.”

At the sanme tinme, Amanah Capital also said the authorities are keeping
atight rein on potential inflationary threats. -- BERNAVA
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