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Focus on long-term measures to strengthen ringgit
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Structural
reforms witha
commitment
totacklegraft
and encourage
innovation
arecritical
toensure
economic
growthanda
strong ringgit.
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FOCUS ON LONG-TERM MEASURES
TO STRENGTHEN RINGGIT

HE recent depreclation of

the ringgit has raised con-

cerns among the public.

However, the movement of
the ringgit is not unique to Malay-
sia’s currency.

For example, China and Japan
have announced that they will
curb excessive depreciation of their
currencies. In Thailand, the baht
recently hit a seven-month low,
which analysts attributed to the
strong dollar.

Comparisons between the ringgit
and the Singapore dollar isn’t help-
ful. Structurally, our economies are
different.

While Malaysia’s trade to gross
dometic'product ratio is quite high

interest rate differentials perspec-

canweundertake sxmcmral rcforms

tive, N policyrate
(OPR) is back to the p

_ thatean

intoa
globally

level of three per cent as of May.
The key policy rates ofthe United
States Federal Reserve (pre-pan-
demic: 2.75 per cent; now: 5.25 per
cent) and MAS (pre-pandemic: 2.8
per cent; now: 3.8 per cent) have

Malaysia has transitioned from
a primarily agriculture and min-
ing economy in the colonial era, to
a manufacturing-based one in the
1990s.
But, our economy has somewhat
since.

centofthelabour force. This statistic
should worry us.

SECOND, the issue of political
stability and corruption. Looking at
the ringgit from a longer-term per-
spective, the currency depreciated
sharplyaround2015and settled into *
anew long-term average (in econom-
icterms,a structural break).

- Ourinterestrate used tobe higher

but nol as much as our peexs. ln the

than the USand Si: pre-pan-
demic but is now much lower than
theirs. Naturally, funds would flow
into their economy purely because
of the higher rates.

This does not mean Bank Negara
Malaysa (BNM) should follow suit
and raise the OPR at such a rapid

wewillneedto

¥ keep upwith the othereconomies or

be left behind.

There are two key issues that we
néed totackle forlong-term prosper-
ity.

FIRST, innovation. Our economy
currently lacks impactful innova-

at around 130 per cent, Sing:
relies much moreon trade with their
trade to GDP ratio at around 340 per
cent, almost three times as much as
Malaysia.

Therefore, Singapore cannot
aﬂ'ord toallow its. currency lo depre-

lyor

my willbe unpacted Consequen(ly.

th yAuthority of Si

(MAS) controls mofietary policy via

exchange rates, not interest rates.
Looking at the issue from an

pace.I' ofus
gleifinterestrates onourloans wenl
up as fast as in the US or Singapore.

Overall, the discourse surround-
ing the ringgit is too focused on
short-term thinking rather than
longer-term structural reforms.

We must shift the discourse away
from short-term measures, such as
the nitty-gritty of subsidies, cash
handouts, short-term ringgit move-
ments and OPR. .

We should discuss more on how

tion. has an

of talent, but we fail to address the
brain drain. Many of our bright
minds are contributing tothe devel-
opment of other countries.

There are just not enough high-*

paying and high-quality jobs in our
country.

Our industries have an overreli-
anceon cheap foreign labour, which
impedes innovation. Underemploy-
ment in Malaysia is close to one mil-
lion people, that’s around five per

g to the World Bank
Worldwide Governance Indicator,
the measure for political stability
and control of corruption similarly -
declined sharply post-2015.

Thus, there needs to be a clear
commitment to tackle corruption
that scares away investors.

It is high time for us to' take

_heed of the alarm bells that have

been ringing since 2015 and under-
take structural reforms to not only
vationbutal

corruption.

Itis critical for us to shift the dis-
course towards long-term measures
that will help our country achieve
greater economic growth. When we
achieve that; the ringgit will natu-
rally appreciate.
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