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ZETI SEES SMOOTH TRANSI TI ON I N MANAG NG M SI AN ECONOWY

By: Sal bi ah Sai d

SI NGAPORE, Nov 7 (Bernama) -- Bank Negara Mal aysia Governor, Tan Sri Dr
Zeti Akhtar Aziz is confident of a snmooth transition in managing the
Mal aysi an econony under the newy-installed Prime Mnister, Datuk Seri
Abdul | ah Ahrmead Badawi .

"The | eadershi p change would result in different styles of nanagenent,
but we have a very high degree of confidence that there will be a snooth
transition in respect of nanagi ng the econony in Ml aysia," she said in
response to a question at the Morgan Stanley Asia Pacific Summit here
t oday.

She said the objectives of the country's economc policy would renain
t he sane under the new prinme minister.

"W are part of the same team" she said.

Abdul | ah, 63, took over as Malaysia's fifth Prine Mnister from Tun Dr
Mahat hi r Moharmad, who retired after 22 years at the helm

Zeti was asked on whether Mal aysia had any plans to reviewits policy
of pegging the ringgit to the US dollar despite the recent pressure
foll owi ng the weaker greenback agai nst nmajor currencies and depreciation in
t he Chi nese yuan.

"W will only make a review if significant fundamental structura
changes occur in the region," she added.

The dollar recently depreciated agai nst the yen and even agai nst ot her
maj or currencies including euro and pound sterling.

Many countries in particular the US, Japan, and the European countri es,
began | ast year to pressure China to reval ue the yuan.

They believe that China' s exchange rate regime | eads to unfairness in
international trade and that it allows China to dunp its products at | ow
prices, thus causing trade deficits and deflation in their countries.

Earlier in her speech, Zeti said that allow ng East Asian currencies to
appreciate to address a gl obal trade inbal ance, as suggested by the world's
ri chest econonies, would not work.

"Qur viewis that it is very unlikely that an adjustnent in the
regional currencies will contribute to correct the inbal ance," said the
central bank governor.

This, she added, would only take place if the dom nant driver of
exchange rates were trade flows and not financial flows.

Such an appreciation of regional currencies, she said, would have to be
very substantial to address the issue of conpetitiveness which required
nore fundanental and structural adjustnents.

Zeti warned agai nst prematurely raising interest rates in Asia and
el swhere, saying this would harmthe gl obal econonic recovery.

"It appears that rates have bottoned out in major econonies and
di scussi on has begun to shift the debate to the need to raise interest in
the future," Zeti said.

"At this juncture, a premature increase in interests rates when
inflation is | ow, when unenpl oynent renai ns high and when there is excess
capacity woul d have inplications on the growmh nmomentumon countries in
whi ch financial reforns are bei ng undertaken," she said.

Zeti also warned interest rate hikes in East Asia woul d damage the
potential growh of consuner spending, which is a major contributor to the
region's econom es where rising living standards have led to a grow ng
m ddl e cl ass with hi gh purchasi ng power.



"Thi s expansion in consuner spending in East Asia has the potential to
i ncrease further," she noted. -- BERNAMA
SS KTC
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