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RINGG T I'S NOT M SALI GNED, NO THREAT TO PEG, SAYS | MF

KUALA LUVMPUR, Dec 17 (Bernama) -- The International Mnetary Fund (1 M)
believes that the value of the ringgit does not appear to be nisaligned and
there is no imedi ate threat to the pegging of the ringgit currently being
i npl emrented by Mal aysia, said Dr Luis Valdivieso | M- division chief, Asia
and Paci fic Departnent.

Dr Luis said Malaysia' s strengthened fundanental s were supportive of
t he exchange rate peg as a stability anchor and that the value of the
ringgit did not appear to be m saligned.

"It is very clear in our latest report on Ml aysia, that we don't
believe that ringgit is nmsaligned," he said at the sidelines of MER
Nati onal Economi c CQutl ook 2003 Conference held here today.

"I have al so nentioned that fixed exchange rate requires nmuch nore
flexibility in all markets and that has al so been done (by Ml aysia)," he
added.

Looki ng ahead, Mal aysian authorities' are also commtted to ensure
conpetitiveness through deepening structural reforms, as well as their
readi ness to continue to nonitor the situation closely, he added.

However, he said while sonme of | M- directors supported naintaining the
present policy, many others were of the view, however, that a carefully
prepared nmove towards a nore flexible exchange rate regi me woul d broaden
Mal aysia's options over a nmediumterm

This would enable the country to cope with future shocks and nmanage
ri sks associated with capital fl ows.

"It is better to have nore options, we are not saying that you should
take that option, but you should have it," he added.

When asked whet her he was aware of the initial reason for Malaysia to
i ntroduce such a policy as to avoid unnecessary specul ations, Dr Luis
said,"” | have seen the comment. But as we have said in the context in this
di scussion, is that a nove to a nore flexible arrangenment over the nmedi um
termwoul d broaden the policy options for Ml aysi a.

He added that he wi shed to have a fair and clear reporting on I MF s
view on the issue as Prine Mnister Datuk Seri Dr Mahathir Mhamad's idea
had been wel | respected.

When asked on how | ong shoul d Mal aysia continue with its fixed exchange
rate reginme, Dr Luis said it would very nuch depend on the econom c
activities of each country.

"If you are going to be nore productive than your conpetitor, nore
likely your currency is going to be nore val uable," he said.

Earlier in his presentation on Wrld Economic Qutlook in IM's
perspective, Dr Luis said in all countries, policies should continue to aim
at fostering high, sustained and broadbased actual and potential econonic
growt h

He said this is mainly to reduce the dependence on the US as the gl oba
engi ne of growm h and pronote and orderly reduction in global inbalances.

"The Mal aysi an governnent has a very specific conmtment in setting up
a very good foundation for future devel opnent," he concl uded.

On the donestic front, Dr Luis in his projection said Malaysia's |abour
force had grown rapidly on account of a high birth rate and a steady growth
in |abour participation rate.

This reflects the expansion of the fornal econony and the increase in
worren' s participation in the | abour force.



In addition, he said Ml aysia had made significant stride in the area
of educati on.

"To further boost the accumul ati on of human capital, the 8th Ml aysian
Pl an envi sions a nmarked increase in the fraction of workers who have
obtained tertiary education from 13 percent of the | abour force in 2000 to
about 33 percent of the | abour force in 2007," he said.

This, he said would remain a significant chall enge ahead for Ml aysi a.
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