20 MAY 2003
MAHATHI R- RI NGE T
GOVT WLL NOT REVIEWRI NGGA T PEG

PUTRAJAYA, May 20 (Bernama) -- Prine Mnister Datuk Seri Dr Mahathir
Mohamad said that the government will not reviewthe ringgit peg to the US
dol | ar al though the greenback has depreciated nore than 30 percent in val ue
since 2001.

He said that although the country's inconme in the US dollar was stil
good, the value has dropped follow ng the 30 percent depreciation of the
gr eenback.

"This should be considered by all. | amonly giving an expl anati on,
wi thout any intention of maki ng changes," he said at at the opening of the
second sessi on of the 2004 Budget Di al ogue, here today

Dr Mahathir, who is also Finance Mnister, said that the business
communi ty shoul d gi ve due consi derati on when purchasi ng goods from overseas
following the US dol | ar depreciation

The ringgit is pegged at RMB. 8 per US dollar. The peg was introduced on
Sept 1, 1998 at the height of the Asian Financial crisis.

Dr Mahathir said that Mal aysia should not rely too nmuch on the public
sector to generate growth or be dependent on a certain product.

He stressed that am dst gl obalisation and the swift technol ogy changes
the country needed to strengthen its economic resilience and gl oba
conpetitivenes.

"Al t hough the country's 2002 gross domestic product (GDP) growth was
good,it was still generated by public sector spending and the recovery in
ext ernal demands, especially the exports of electric and el ectroni c goods,"
he sai d.

Mal aysi a registered a 4.2 percent growh in 2002, which was ruch hi gher
than the 0.4 percent posted in 2001.

Dr Mahathir said that since noving into 2003, the gl obal econony was
not that encouragi ng due to corporate m sconduct in devel oped country,
whi ch has affected i nvestor confidence, the invasion of Iraq and the Severe
Acut e Respiratory Syndronme (SARS) out break.

Al t hough the war in Irag has ended, the West Asian geo-politics
instability could Iinger for a much | onger period, he said.

This scenario woul d definitely make i nvestors feel uneasy and could
affect foreign direct trade and i nvestnment flow, he stressed.

Dr Mahathir said there were already signs that there would be a
sl owmdown in world econonic growh and that the SARS out break, neanwhil e,
has threatened the world's trade fl ow and travel

"The tourismindustry involving hotels, restaurants, retail and
transport, have begun to experience sone sl owdown. Hotels' occupancy rates
have dropped sharply to 40 percent and the flight industry has suffered
diffulties with | esser passengers and flight cancellations," he said.

Dr Mahathir said that although in the first quarter of 2003 econonic
i ndi cators have registered stable figures, the SARS effect had yet to be
fully determ ned.

In the first quarter, Ml aysian exports increased 7.8 percent, inports
grew 2.4 percent, the Industrial Production Index increased 5.4 percent and
t he Manufacturing Production I ndex i ncreased 6.3 percent.

He said that although currently the governnent practised an
expansionary fiscal policy it will continue to be commtted to controlling
deficits so that it would not increase.

Dr Mahathir wants investors and consuners to have confident in spending



in order to create demand so that donestic investnent and producti on woul d
continue to expand. -- BERNAMVA
LES MKO JR FR
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