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"Ringgit not facing any threats of deval uation'

THE ringgit, which has been pegged to the US dollar since 1998, is not
facing any threats of deval uation, Ml aysian Institute of Economc
Research (Mer) executive director Dr Mohanmed Ariff Abdul Kareem said.

He said the stabilising Japanese yen will not pressure the ringgit to be
deval ued.

"There was some pressure recently but our reserves are high, relative to
the short-termexternal debt and short-termliabilities,” he told a news
conference after briefing representatives fromthe corporate sector on
Mal aysi an econom ¢ outl ook in Kual a Lunpur yesterday.

Statistics show that the country's foreign reserves rose to US$32.7
billion (US$1 = RM3.80) as at March 30 this year, up from US$30.8 billion
at end- Decenber 2001.

The level is sufficient to finance 5.5 nonths of retained inports and is
5.3 tines the short-term external debt.

Mal aysi a adopted a fixed exchange rate reginme at RVM3.80 to the US doll ar
at the height of the Asian financial crisis in Septenber 1998 to insul ate
the ringgit from mani pul ation by currency traders.

The currency peg has so far provided stability to the econony, benefit
manuf acturers and boost the country's export conpetitiveness.

Mohamed Ariff said there was sone pressure recently on the ringgit peg
when the greenback depreciated but now the Japanese currency has since
stabilised.

He does not expect the yen to weaken to 140 to the greenback, which may
cause the Governnment to review the ringgit peg.

Earlier this year, Prime Mnister Datuk Seri Dr Mahat hir Mhanmad had
said that the currency peg may have to be revised if there is sustained
weakness in the yen and deval uati on of Chi nese yuan

Mohamed Ariff, however, cautioned about Mal aysia's export
conpetitiveness as export performance determ nes the staying power of the
ringgit peg.

According to him there may be cause for concern if the country's export
grow h [ ags behind that of other countries in the region

He, said so far, there are no indications that Ml aysia' s exports wll
fall behind its neighbours'.

M er al so expects the currency peg to stay a "while longer" as the
country's fundanentals are strong, while the current account is expected
to continue registering favourable surplus this year

The econoni c think tank, however, believes that the currency peg needs
to be reviewed when the economic stability returns and growth becones
entrenched.

It observes that Malaysia's real effective exchange rate has seen sone
upward novement but presently the increase is not alarmng

Interest rates, which have been low for quite a while, are expected to
continue to be accomvodative against anple liquidity to support the
econom ¢ growt h.

Mer noted that so far, the general inpact of low interest rates on
total |oans grow h has been nodest, given the prevailing excess capacity
and weak demand

Loans growt h noderated froma peak of 6.4 per cent in July to 4.3 per
cent in February this year.

Mohamed Ariff said the oil price increase has a doubl e-edge inpact on



Mal aysi a.

Echoi ng views of other |ocal econom sts, he said in the short-term it
wi || benefit Ml aysia, which exports high grade oil.

"Mal aysia will gain in ternms of higher growmh in Governnent revenue,
hi gh export of oil and strengthening of governnent finance," he said.

However, in the long run, if the oil price rises consistently, it wll
af fect other economes like the US, Japan and Europe.

On a question whether Ml aysia has done enough to diversify its econony,
Mohamed Ariff said for a small econony |ike Malaysia, it is difficult to
be very diversified.

He said it does not nean that Ml aysia's econony is not diversified
al t hough the manufacturing sector, particularly the electronic sub-sector,
drives the econom c grow h.

"There is a lot of diversification within the electronic sector itself,"’
he said, citing the novenment of the sector into high-tech manufacturing
such as photonics and nano-technol ogy.

( END)



	`Ringgit not facing any threats of devaluation' (NST 19/04/2002)

