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Worst is over for ringgit?
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Year-to-date ringgit performance against the US dollar
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Worst is over

for ringgit?

Local cufrency may find solace in 2023

ECONOMY
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PETALING JAYA: After a turbulent year for
the ringgit, the market has a mixed views on
how the local currency would fare in 2023.

Nevertheless, analysts strongly agree on
one common point - the ringgit is far from
likely to appreciate to the 3.00 to 3.99-mark
against the US dollar.

Some economists said the ringgit, which
breached the 4.70-mark against the US dol-
lar in October, may find solace in 2023 as
the United States’ Federal Reserve (Fed) is
expected to turn less aggressive on its rate

e.

UNIT KOMUNIKASI KORPORAT

ﬁleSthraphiés

“Our economics team expects an appreciation
bias to the ringgit, averaging US dollar-ringgit
exchange rate of 4.34 in 2023 (2022 forecast:
4.40) to end the year at 4.30.”

Hong Leong Investment Bank Research

This may lead to further easing of the US
dollar and, in turn, allow the appreciation of
the ringgit.

In fact, the US Dollar Index - a common
measure of the greenback’s strength — has
been on a downtrend since early November.

However, analysts also believe that sever-
al headwinds, including the risk of econom-
ic slowdown, may limit the ringgit’s recov-
ery.
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Economists see a stable domestic economy next year

> FROM PAGE 1

Malaysia University of Science and
C i fi Geoffrey

Williams expects a “normalisation of the

exchange rate" against the greenback to

around RM4.20 to RM4.30 per US dollar.

Speaking with StarBiz, he also anticipated
similar normalisation against regional cur-
rencles.

However, he cautioned that there are many
risks in the global fnancial environment next
year, and hence, any volatility in exchange
rates is not predictable.

“Next year should be more stable in terms
of the domestic econnmy because the rebound
from the luckdowins will subside, there will be
no pre-election stimulus and the pressure on
inflation will ease off.

. "S0 we expect normal economic growth of
4% ta 5% and inflation normalising Lo around
2% 10 2,5%,

“We also expect more stable interest rates
and hopefully a pause on interest rate hikes.
This is a best case scenario,” he sald,

Hong Leang Investment Bank (HLIB)
Research said the worst could be over for the

wﬁi the Fed decelerating its monetary
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policy fightening, HLIB Research said the
pace of US' federal fund rate (FFR}Malaysia's
overnight policy rate (OPR) spread widening
is expected to slow down.
This should bode well for the ringgit.
_ "Ihelast episode of FFR-OPR spread widen-
ing happened from Decerber 2015 o
December 2018, totalling 225 basis points.
"Despite the spread-widening duration last-
ing three years, the peak of ringgit's wealmess
happened in December 2016 {one year into
ﬂ:‘aet three-year cycie) and appreciated there-
* after.

"We are inclined to helieve the situation is
somewhat similar this trae around, and that
we are now past the peak of the ringgit's
weakness.

"Our ecoNOmics team expects an apprecia-

inve for Bursa Malaysia. 3

With the FFR-OPR spread likely to peak in
2023, this tmay help arrest weakness on Bursa.

“Secondly, our case for a ringgit apprecia-
tion bias in 2023 is also good for the market
~broadls; the FBM KLCI has reacted positive-
ly during times of ringgit strength, vice-ver-
s5a," it added,

CCS-CIMB Research also concurs that a
soonger vinggit will hoost interest in the
Malaysian equity market.

Haovsever, it said the recent ringgit strength,
ag seen from November onwards, could be
tempnrary.

It added that the i

nomic dynamics that led © signiflcant weak.
ening of the ringgit previously have reversed
course and -are likely to be Jess important in
2

023,

The research house said that in 2022,
Malaysia's currency had at one point been
one of the weakest currencies against the Us
dollar on a regional basis.

‘The maln reason was & domestic lack of
canfidence in the ringgit, rather than just the
US dollar strengthening.

Looking ahead, however, RHB Research
said the domestic sentiment is likely to contin-
ue to improve as the new govermment

fiscal, i ion and infrastructure

n
the first hall of 2023 (1H23) may give the US
dollar an advantage.

“In 2H23, however, the ringgit could

tion bias to the ringgl wing US dol-
lar-ringgit exchange rate of4.34 in 2023 {2022
forecast: 4.40) 1o end the year at 4.30," it said
inanote,

© Inaddition, HLIB Research said China's loos-
ening of Covid-19 restrictions may also lead to
higher demand for commodities, which

g if global demand
{mnproves,

“We expect 2023 US dollar-ringgit exchange
rate to average 4.50 (2022 forecast: 4.40) with
end-2023 rate at 4,42 (end-2022 forecast:
4.45)," the research house said.

CGS-CIME Research also said che ringglt's

‘and
spur interest in §
trade parters, including M: 5

The research house pointed out that the
ringgits expected appreciation would be pos-

. il 2 d by Bank Negars's
ntervention and the country’s strong eco-
nomic fundamentals.

Meanwhile, RHB Research believes the eco-

sector policy reforms.

This will result in the declining of the US
dallar hoarding during the course of 2023.

“This in itsell will be a key catalyst for the
US dolldr-ringgit exchange rate ending 2023
in the 4.20-4.30 range,” it added.

RIIB Research highlighted the sovereign rat-
ing risks on the ringgits performance in 2023.

“Should government finances worsen fur-
ther, we ctannot rule oul a downgrade of
Malaysia’s sovereign rating, .
*This vould raise bond yields, Lt fun
rosts and accelerate the outflow of capi
‘which could pressure the ringglt even more”
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