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KUALA LUMPUR, Jan 20 (Bernama) -- Views and anal yses from econom sts
and mar ket -wat chers were mxed after former Prine Mnister Tun Dr Mahathir
Mohamad called for a review of the ringgit peg, now standing at RVB. 80 on
US dol | ar

The el der statesnman had called for a review as he said the peg had
caused the ringgit to slide against other major currencies.

"The call is prescient not only because Dr Mahathir was the PM whom
sone believed, saved the country froma fire-sale of distressed conpanies
and assets during the Asian financial crisis by enacting the ringgit peg
but also that we are likely to encounter nore international currency
turmoil this year," said econonist Dr Yeah Ki mLeng.

This was especially so with the US grappling with its twin fiscal and
trade deficits, he said.

And this would force the US dollar to face continui ng downward pressure
as long as those probl ens renmai ned, said Yeah, who is al so managi ng
di rector and chief econom st of RAM Consul t ancy Servi ces Sdn Bhd.

A sust ai ned downward spiral of the US currency woul d put pressure on
both the Chinese renm nbi and ringgit as both are pegged to it.

Though specul ati on over the breaking point of the fixed exchange rate
regi nes of these two countries would likely intensify this year, the
uncertainty created may be disruptive to trade and i nvestnent, said Dr
Yeah.

The probabl e adverse i npact, however, nmay be limted given that both
t he Chi nese and Mal aysi an econoni es were showi ng heal thy growth, he said.

Phil i ppe Sachs, credit analyst at Standard & Poor's, said although
there were little credit inplications to changing the currency regi me now,
it was in Malaysia's interest to act decisively to best nanage expectations
and acconpanyi ng specul ative flows in the aftermath of Dr Mahathir's
st at enment .

He said al though the peg had served Malaysia well, it had five prinmary
options opened -- freely float the ringgit, introduce a nmanaged fl oat,
re-peg to the US dollar at an appreci ated value, re-peg to a basket of
currencies or maintain the current regine.

Sachs said action in the near termwould allow Mal aysia to dictate the
course and nature of the transition to a new regine.

But he said there was little evidence of capital distortion as a result
of the current exchange rate policies.

"Asset bubbles are nmininmal and inflows of +hot nobney+ are stil
manageabl e, " he said, adding that it was al ways better to nove on exchange
regines froma position of strength.

Sani Hanmid, a senior analyst fromthe Singapore-based research house of
Forecast Pte Ltd, concurred with Bank Negara Mal aysi a governor that there
woul d be a review only when there was a structural change or m salignnent.

Tan Sri Dr Zeti Akhtar Aziz had said that a change in any single
currency woul d not affect the ringgit peg.

Sani said he believed that BNMwoul d only act if potential inbalances
caused by a msaligned currency peg showed up.

"Wt believe that the primary trigger for a reviewlies with an array of
macr oeconom ¢ variables frominflation to the banking sector stability to
i nternational reserves," he said.

Secondary triggers such as the yuan reval uation, dollar/yen parity at



140 or a 20 percent msalignnment only served to alert the authorities to
the |ikelihood of the peg being misaligned significantly.

Sani al so quoted Nobel Prize |aureate Joseph E. Stiglitz as saying that
the peg was still working and that "you have to look at a |ot of data to
make a firmassessnent”.

Bum putra Manufacturers Association of Ml aysia (PPBM deputy
president, Mejar (R) Abdul Rahman Ibrahimsaid it was high tine for the
governnent to consider review ng Malaysia's currency peg whi ch woul d
definitely benefit |ocal manufacturers.

He said a review would at | east |essen the cost of inporting
manuf acturing materials fromcountries |like United States, Europe and
Japan.

"3.8 is very high for us. How can we conpete with other inported
product s?" he asked.

Citing the exanple of China, Abdul Rahman said it was difficult for
| ocal goods to conpete with products brought in fromthat country as it was
cheap and of good quality.

"W can give you good quality too but of course at a higher price due
to the inported price we have to bear," he said.

Abdul Rahman al so said the situati on was not so rosy for those selling
their products |ocally.

Mayban Securities executive vice president and head of dealing Wan
Ahmad Satria WAn Hussein said Dr Mahathir was echoi ng what foreign brokers
were al ready saying in that the ringgit was underval ued.

"The governnent could review the present situation and do sonething if
there is a msalignnent. It is a balancing,"” he said. -- BERNAVA
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