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Re-engineer Global Monetary Policy
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Ir. Mah Slew Kien Ir. ¥am Teong Sian
n S Auget, 2017, the fomer Gowverner of Bonlk:
Megarag Mdoysio, Tan 36 Or Zeti Akhtar Aziz, gore
o tolk ot Wera EM which aftrocted cwver 100
engineers of voarols deciplines. Talk 2 of the CED Sares
wiE jointhy crgoneed by IEM Bsines: Club ond Wermean
Engineers secticn.

Ir. Dr Lecng Wigi Yee, Choirman of [ER Business Club and
Wiornen Engineers section, welcoread Or Zeti and thonbked
her for aecepting the tallk imvitotion.

At the height ef the Asion finoncid crsk in 1995, Maloysio
chokad off ringgit speculation by fixing the exchonge rate
of RMZ.E0 to USS1, cutting interest rotes ond inmposing
copital contrek within the countny.

Cr Zefi, who woe with Bank Megora Maoloysio (BRI
for 35 veors, including 14 yveor os its govamer, woe widely
criticeed for implementing extrerme and uncermeanticnd
renetany policies at thot tirme. Tedoy howeser, it B evident
thot her leodeship hos helped te stear the country threugh
sorme of its mest difficult tines. She oke guided the referm of
theceniral bank follewing the fincncicl crieis. Her accolodes
include Eeing nomed cne of the werlds bBast monatany
pelicy chiefs, central bonker of 2005 by finonce mogozine
Eurcrmoney ond wend = best central bonkers for the weor
2014 by intemoticnal busines mogozine Slelbd Finonce.

Twenty veor offter the crisk, inggit B bock ot areund
RRL.O0 to US5T. BRM hos st relecsed figures thot indic otes
0P expanded 5.8%, yeor-en-yeorn Sl it hoe net bean
ecey for the mon en the street grappling with the higher
cost of living and higher econormic uncertainty on looo
ond glekeal morkedts.

Ao the weorld, ccunties put o et of weight en
rmenatony policy to swstoin o hedthy econcny. “The werld
B currently in uncharted temitery,” said Dr Zedi cezhe began
her tolk, The rele of monetory pelicy o provide sus toinokle
arcweth hiodd net been suceessful The fecol and monetory
policy esporees to the J007/2008 glelkol financial cres,
which stored frem the folleut of the sub-prime lending
bubble Eurst in the US, were on on unprecedented scole,
leciding te debt hangewver of unprecedented prepetiors
cfter the finoncicl crss.

Te boeost bsines spending ond step inflation, centrol
Eonks e Quontitative BEocsing (RE fo inject money into

the finoncial sys tem. However when pelicy interest rotes hower
greund zers in develeped countries ond balance sheets of
centrol bonks arew mcesvaly, mecsuessuch oe ceset punchoea
pregromme and ool stinnules enly Ebenefit these with cesets
ond not the vest majernty of the populcticrs, especiclly woge
[=l=lypl=t N

Imzhert, it hos net resulted in arewing imvestrrent activities
ct expected Todoy | the Us seens fo bestading te "nermaliee”
imterast rafes while negative interest rotes persitin Eurepe ond
Jepan. In Maoloysic, BMM is oke faking steps 1o "normales”
menatony conditiors te ward eff inancicl rels and econcmic
imbEeclonces. The term "nermalee” B uwsed Tequently fodoy to
refer to raging inferest rates to normal levels

One of the fenw weoren to run o central bonk in the wedd,
Dr Zeti scid uncermvantional menetoryy pelicy hod ocverded
o total erceh ond imrmckileation of cur financicl morket 1t
pravented Maloysio, on expertdriven ecencmy, fremslipeing
inte recession of thot fime. Heweser, it did net preduce the
desired aconomic recoveny and foiled te lift the econory to
grerwth offer 10 yeors.

Some expert: argued thot it wos o schency cree
medicgnosed o liquidity crske, therefore leoding fo wrong
“rnedication” ond incemrect trectrnent. A O coresquence,
the fincncicl rmorket scored witheut reflecting the underbying
principles and thie posed g sk of coemecfion. It alze resultedin
midlc coticn of rescurces ocress sectoms.

Inflotion togeting pelicies in counties like Mew Zeclond,
Conada and  Ausfralio dse foiled te oncher inflation
axpectotiors.  Iretecd, these cregted o mcre unewven
ditrbution of incerme ond mony counties exhosted their
interest rotes ammunition.

As monetory policies dens cannet leod toe sfreng,
sietainoble and balonced grewth, D Zef believes  thot
structurcl reformn, lolcor morket reform ond fiscd reform
ore the key foactor to increcsing prodoctivity and achigsdng
sietainoble growth, Accerding o her, fedoy’s pelicymokes
mst be oble to coordinote o mnge of pelicies in o dynamic
ond globdieed werld which B mere intercennec ted thon eswver

Cybersecurity & o mojer ehollenge in the fost-chonging
digital loncecope. Medio and sccicl medio ore dse choanging
finoneicl serdees oround the wedd, Finlech componies hohe
ernaged cs an indwstny, o oe bitcoire ond eryplocurencies.

THE IMETITUTICHM OF EMSIMEERS, MALAYSEIA
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LEARNING FROM ASIAN FINANCIAL CRISIS
Malaysia has bullt up its resistance since the financial crisis
by diversifying its economy sfructure and moving from
being an export-driven o domeastic-driven economy. Since
then, the banking sector has been strengfhened. the bond
market developad and the capital account sequentially
lilberalised. With a flaxible currency regime. ampls liquidity
in domestic banks and alfernative sources of growth, the
nation is able to absorb external shocks.

Dr Zeti reiterated that the world is very much prepared
and that it7s important 1o re-enginesr the monstary paolicy.
Looking af the curent development in US and the nesd
o improve fundamentals to prepare for the risk of major
corections In the market, monetary policy normalisation
should be adopted before it istoo late.

The Mdalaysian financial systermn foo has undergons
significant  transformnation  over the years such  as
implementation of BNM's stress test of barks, extensive
financial survalllance system, fechnology leveraging and
Higher standards of governance,

On whethar Ching’s  emerging  prasence is an
opportunity or a threat, Dr Zeti said Ching is proactively
raising its international profile and taking an intermational
leadershin position, so it is vary impaortant for a country like
adrs To be part of the world’s second largest economy’s
foreign irvestrment cbroad, especiclly in higher vaue
added sectars of the economy.

Malaysia is also the first country in the world 1o use
Chinesayuan or renminkbi (RMB) for frading. Oneg parficipant

raised the question of a single currency for ASEAN. Dr Z&fi
said ASEAN is too diverse and lacks the preconditions to
have a single currency.

“If we fry to achieve i, it will cormne af a very high cost.
Thus, ASEAN shiould not fry to adopt a single currency.” she
added.

SHOULD MALAYSIA PEG THE RINGGIT AGAIN?
"The value of the wealk ringgit currently doss naot reflect
the underlying sdlid fundamentals of the current market in
the country. The ringgit will continue to stay range-oound
until very positive developreants are seen in the Malaysian
rmarket. The decision 1o peg the ringgit during Asian Hnancial
Crisis was to intermediate vaolafility and our nafion should
look forward instead of looking back. Such a policy comes
with a price and should only be used under vary axfrems
conditions.”

In short, moneatary policy is the macrosconomic policy
laid down by the central bank, Macroeconomists formulate
theories with mathematical precision. collect huge data
sefs on individual and aggregate behaviour, and use
sophisticated stafistical technigues fo reach sempirical
judgrnents. Sounds vary much like what enginears do. don't
you agres?

To thrive in foday’s fast changing world, we must
continuously upgrade oursalves and seak new knowledgs.

Affer the Q&A sassion, IEM Vice Prasident Ir. Elias Saidin
gave a closing speech and IEM Deputy Prasident Ir. David
Lai presented Dr Zeti with a token of appreciation. l
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