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Bank Negara: Ringgit’s fall does not reflect
Malaysian economy’s positive outlook

BY EMIR ZAINUL
theedgemal aysia com

KUALA LUMPUR (Feb 20)-The noggts
current level doss not reflect the positive
outlook of the Malaysaan ecomomy, the cen-
tral bank sud on Tuesday, as the cumency
drapped to s kvaest sgunst the US dollar
smie 1998 amed hat o resh recomd how against
the Singapose diollar.

Bamk Megara Maksysia (BRM) gosemnor
Diatuk Abdul Rasheed CGhallour sasd the ne-
cent performuance of the rmggit 1s smalar o
other regpiemal currencies, i that they have
been influenced by external factors.

“Semme of these fucters inchede market ad-
justrmint bo changing US nterest rabe expec-
tations, geopolitical concerns and uncertain-
by surmmmecing China s economic prosgpects,”
hie sawd 1 a staterment addressing the sue.

The nnggit reached its 26-year low of
A B aganst the US dodlur on'luesday, a
range last seen m 1998 at the peak of the
Asian financaal eriss, when it touched a re-
cord ko of 4 BRI agamnst the greenback on
Jam 7 that year.

A the tzme of weting, the ringet hos pared
socnrmuee oo s Dewssees v e at 4. 799 per US dol-
lar, tracking other emenging Asian currencies
whach alss weakened sgains the US dollar.

Wear to date, the rmget has Lalben close
b 4% gt the U deollar so far, Cver the
past ane year, the rmpgit has follen agins
mist rmanor re gonal curmencies, save Lo the
Topanese ven. Agnmst the Smgapone dollar,
the nnggt skadded o us new record ol
3.5683, when: it was hovenng al poess tme.

Abdul Kasheed went on o assure that
Malpysmas econome growth m 2024 wall
be driven by mpaovements m external de-
mind and sirong domestic spendmg. He
ulso painted o the latest ghbal trade growth
forecast from the International Monetary
Fund (IMF) of 3.3% in 2024 ax opposed
to 0.4% in 2023,

“For Malaysia, exports have shown
sl improvements snce the fourth quar-
ter of 2023, In fact, the recently-released
January 2024 expaorts have turned positive
{up E.7%). The tourism sector has pecoy-
ered strongly with tourst armvals m 2024
expected to exceed the pre-pandemse bev-
els of 26 milbon. Investment momentum
hus packed up with the onplementation of
apprived projects bath mn the provate and
pubhc sectors,” he noted.

“Heflecting these pesitive developmints
und the government’s commtment Lo mm-
plerment strctural neforms and the expected
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The ringgit reached 4,200 against the LS dollar on
Tuesday, its lowest in 26 years, as emerging Asian
curmencees weeakered apzirnst the US dollar.

lerwering of mbenest rates in advanced econ-
rories, maost amalysts are fosecostng for the
rmggit o apprecaate this year,” he added.

When mked by Bernaora of there s o need
Lo peg the rnggit aganst the US dollar, Fi-
nance Minster I Datuk Sen Armar Haomeah
Azvram on Monday smd the current sstua-
tan 1% very dalferent compared 1o the Asan
finaneial criss of 1998,
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End-2024 forecast for
Malaysian ringgit vs US dollar

End-2024
Bank/research house target
Citigraug 4.75
RBC Capital Market 485
MUFG 4,60
OCRG 460
CIME 460
UOB 4.60
Bank of America 4.60
AmBark £.60
Momura Bank Intematianal 4.45
Kenanga 4.42
Maybank 4.40
Publiclmesst 4.55-4.40
MIDF 4.2
Scurcar Blaombarg, masarch rparis T m
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KUALA LUMPUR (Feb 20): Malay-
sian's exports grew B.7% o BM122.43
ballion mn January — the Grst year-on-year
growth afver contracung for 10 straight
months.

The growth pace exceeded Bivomberg's
consensus estimate of 3% This helps re-
mforee the positive export sutloak held
by same economasts who expect that im-
proved regional economic growth, par-
treularly in China, will drive Malaysia's
ERpHTLE.

However, ane swallow does not make
a summer, and other econormists ane con-
cerned about uncertamties due to geo-
poditical tensions.

It is warth nating that esports for elec-
tracal and electronics (BE&E) products
contrzcted 6.5% year-on-year m Janu-
ary. Snll, some economists remain opt-
mstic that the sector 1s due for recovery
because of the expected turnaround of
the global technology dewneyele, whach
m turn will fuel export growth.

In a research nove on Toesday, RHB
Investment Bank susd it maintxins its san-
gume view of the made outloek for Ma-

January trade
figures raise
hope of export
recovery
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laysia on the back of a rosier global and
repional econome outlaak.

“Higher mmport demand from Chima =
anticipated as the cconomic momentum
in Chma has begun to gather steam. Ma-
laysan wonld be at the forefront to benefit
from the recovery in China's economy as
kt]r export products, such o3 B&E, ma-
chinery and transport equipment, and
other manufuctured goods, command the
lon's share of trade in China's import
demand,” a1 said,

As such, ot expects the E&E exports
ter grow further, particulacly due o o

Exports rebound to y-o-y increase in January
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positive spullover effect from China's
improved trade performance and man-
ufacturing sctivities.

Meanwhile, MIDF Research echoed
the positive outleok and projected that
Malaysia's exports would rebound by
5.2% in 2024, driven by mereased de-
mand for petroleum products and palm
aily wlongside the anbicipated turnaround
in the E&E trade.

The research howse commented that
thi: T_4% contraction in exports o China
and 7.9% te Hong Kong could be caused
by slower busmmess setivites shead of the
Lunar Mew Year holiday.

BMevertheless, MIDF anticipates that
shuprments o maper markets such as Che-
ni, the US and regronal countries will
improve, therchy supportmg trade recov-
ery this year.

Haomwever, 1t also coutioned agomst sev-
el downside rsks such as the worsening
ol geapalitical and trade tensions, lower
dimand from major trading partners and
prolmpged weakness in global production
activities.

Un the other hand, UOE Global Eoo-
nomics and Markets Research holds a
mirre prudent outleek for Malaysa's ex-
ports with an estimated growth of st
3.5% m 2024 due o the hngernmg macro
headwinds.

“An escalation and extension of geo-
political tensons in the Middle Bast and
the Red Sea Crisis will further distupt the
global supply cham and it costs, whale
an ongaing rout n China's real estate
sector and a restrictive global monetary
policy stance for a prolonged period wall
likely keep external demand subdued and
temprer an expected upturn in the glob-
al tech cyvele this year,” it said in a note
o Tuoesday.
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“When Malaysi pegged the ringgit
against the US dollar i 1998, it was re-
actmg o a very dafferent seenano out there
and [within] a very different financial ca-
paecity af the country at the tme. Today,
when we look at the national reserves,
debt exposure and financial hguidity in
the marker, Malaysia dees not need w
peg its currency,” he maintamed.

An the heaght of the Asian Financial
Corisis m 1998, BRM pegged the value
af the ringgit at 3.80 to the US dollar in
an eliort to dselate the Malaysan econo-
oy e the Gnancial mstability sweepang
over the regron at the tme.

Slower-than-expected US rate cuts,
weakening renminbi to watch
Forecusts for the nnggit versus the US dal-

lar range froon 4220 o as weak as 4.75 by
the end 2024, according to econamists
extimates compaled by The Bdge. Median
forecasts For the currency Gr 2024 stood
at .50, before strengthenmng to 4.35 by
end-2025, sceording to forecsts compiled
by Bloomtery.

MIDF Research, which s expecting
the ringgit W0 recover Lo .20 aganst the
US dollar by year end, sees o narcow-
ing rute cdifferentials — the US Federal
Reserve are expected o cut rates this
yeur — Lo contnbute to the reversal of
funds back into emerging markets and
Melialaysia.

“0na the other hand, several factors
could wesgh down on ringen performance
suich as pusuhLe recessin risk in the US,
and contnued weakness m global trade
and manulsctaring activities,” the ressarch

house said m a January report.

The lenger it takes for the spread be-
tween US and Malaysia’s benchmark
nterest rates Lo narmow, “the warse 1l 15
for the rmgeit,” a banker told The Bdge.
Malaysaa’s evernight policy mate current-
Iy stands at 3%, while the US Fed funds
rabe 15 at 5.5%.

Asyde from persistent inflation in the
U% that could slow rate cuts there, mar-
ket watchers are alse kegping an eye on
the weakening Chmnese renmunba, which
affects the compettiveness of exports of
Southeast Asian countries bke Malaysia
— muking the weak nnggt less benefical,
thi banker said.

“Iris important that the tens of bllions
of FDIs under recent MOUs 1o maten-
alise™ to support the local currency, he

added.



