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NO NEED TO ALTER BENEFI Cl AL RINGG T PEG, SAYS MAHATHI R

By: Miin Abdul Mjid

PUTRAJAYA, April 4 (Bernama) -- Datuk Seri Dr Mahathir Mhamad has
reiterated that Malaysia will continue to peg the ringgit against the US
dollar as it has done no harmto businesses and brought about imense
benefits to themi nstead.

He said that businesses had gai ned frombeing able to budget their
costings since they do not have to contend with volatile foreign exchange
risks and losses with the ringgit fixed at RVB. 80 to the greenback.

The prinme mnister said that Ml aysian businesses were all for the peg
"because when they budget for sonething, they know that at the end of the
year, they can achi eve their budget."

Besides this, "they do not have to hedge, which is a cost to doing
busi ness, and (hence) do not have to face the possibility of the currency
deval ui ng and causing a |l ot of problenms for their costing," he said when
responding to questions as to whether the ringgit's peg agai nst the US
dollar would | ast indefinitely or whether there would cone a tinme when it
would return to a free fl oat.

The prinme minister's remarks were made during a neeting at his office
here with sonme 20 foreign journalists who covered the Extraordi nary Session
of the Islamic Conference of Foreign Mnisters on Terrorismwhich ended
yest er day.

Mal aysi a i nposed sel ective capital controls on Sept 1, 1998 and this
i ncluded pegging the ringgit at RM3.80 to the US dollar follow ng
specul ative attacks against the ringgit after the Thai baht was heavily
battered fromsinilar specul ati ve mani pul ation in June 1997.

The specul ative attacks on the ringgit led it to dip to as |ow as
RMb. 20 against the US dollar. This precipitated the regi onal financi al
crisis.

The peg, although criticised internationally as being unorthodox at
that time, managed to stop the volatility in the Iocal currency and all owed
the authorities to execute expansionary nonetary policies to kick-start the
Mal aysi an econony whi ch al nbst grounded to a halt because of the financi al
crisis.

Dr Mahathir said: "The peg has not done us or the business people any
harm "

However, he said Ml aysia m ght consider devaluing the ringgit "if we
find that our rate of exchange is making us no | onger conpetitive."

This would only take place if Malaysia's conpetitors or nei ghbours were
to deval ue or revalue their currencies by at |east 20 percent, he stressed.

He sai d when such reval uati on or deval uati on "becomes quite pernanent,
we will consider at that tine."

"I't is not something that we will do i mediately, but we will consider
whet her we need to change t he exchange rate," he expl ai ned.

Asked whet her Mal aysia was on target in achieving its Vision 2020
devel oped econony status plans, Dr Mahathir said: "As far as we are
concerned, we can still achieve our target of becom ng a devel oped country
by 2020."

However, "we are too dependent now on el ectronics," he said in
reference to Mal aysia's exports where 82 percent were nade up of
manuf act ured goods and of this, 50 percent conprised el ectronics products.

"W have to get away fromthe dependence on el ectronics and we are
doi ng that now by noving into informati on and conmuni cati ons technol ogy



(ICT) and multinedia. W are maki ng progress there," he said.

"We can achieve growth provided of course the rest of the world is not
faci ng sonme naj or catastrophe,” he said. -- BERNAMA
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