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Performance of ringgit 
against selected currencies 
IE! End-20ll to end-July 20.12 
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Supportive monetary 
policy to remain for now 

" Strategy enables growth while managing risk of inflationary 
pressures and preventing'financial imb'alances 

, . I ~ 

THE supportive monetary 
policy in the first seven ' 
months of this year will 

continue to be assessed against 
the risks and outlook for growth 
and inflation. 

So far, the policy stance has pro
vided a stable environment to 
promote growth while managing 
the risk of inflationary pressures 
and helping to prevent financial 
imbalances. 

banking system were stable in line 
with the three per cent overnight 
policy rate, which has been un
changed since May 2011. 

Monetary rates continued to 
grow during the period with MI, 
or narrow money, increased 14 per 
cent as at end July 20U against 
15.1 per cent at the end of2011. 

Last year, it was 14.4 per cent as 
at end of December. 

The ringgit, meanwhile was 
mixed against major and regional 
currencies during the first seven 
months. 

Overall, the local currency ap
preciated by one per cent, 1.9 per 
cent and 6.4 per cent against the 
US dollar, Japanese yen and the 
euro, respectively. 

against the Korean won, Aus
tralian and Singapore dollars and 
Philippine peso . 
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During the first seven months 

of this year, interest rates of the 

M3, or broad money, expanded 
further by 13.5 per cent as at end 
July 2012 due to continued ex
tension of credit by the banking 
system to the private sector. 

Against the pound sterling, it 
eased one per cent, and between 
one per cent and 3.6 per cent 

The ringgit strengthened be
tween 0.5 per cent and 4.6 per cent 
against the Thai baht, Chinese 
yuan and Indonesian rupiah. 

Local banks well-capitalised 
to protect domestic economy 
THE risk to the d,omestic economy 
and financial system from delever
aging by European banks is limited, 
in spite of the relatively sizeable for
eign claims on Malaysia. 

.should there be massive retreat by 
European banks from Malaysia, do
mestic financial intermediation is 
well , supported by local bankS and 
other non-European banks, which 
are well-capitalised and have strong 
liquidity position. 

As at end of 2011, based on the 
Bank of International Settlements 
statistics, foreign claims on Malaysia 
stood at 19.7 per centofthe country's 
gross domestic product. 

The euro area debt crisis also has 
not impacted the local financial sec
tor due to the domestic financial and 
bond markets. 

nal borrowings and limited credit 
exposures of the financial institu
tions to European counterparts. , . 

Regular stress tests conducted in 
the first seven months reaffirmed the 
blillking system's resilience to abnor
mal shocks and market conditions. 

As at end July 2012, the risk 
weighted capital ratio and cOunter
party credit risk of the banking sys
tem were recorded at 14.4 per cent 
and 12.7 per cent respectively com
pared with 15.7 per cent and 13.7 per 
cent in the previous corresponding 
period. 

The first seven months saw prof
itability of the banking sector con
tinued to improve on lower provi
sions for delinquent loans. 

Pre-tax profit of the banking sector 
rose 11.6 per cent to RMI7.3 billion 
___ -.n.,...:s.i .. '" -llM1J; " h,llinn it rpj]'-

the first seven months of this year 
with loan applications and disburse
ments grew 10 per cent and 20.9 per 
cent respectively. 

Loan approvals also increased but 
at a slower rate of 1.4 per cent due to 
the impact of the new lending guide
lines effective early this year. 

Loan disbursements to businesses 
rose 32.2 per cent to RM394.4 billion 
and the manufacturing sector con
tinued to account for most of the 
loans disbursed at 21.8 per cent. 

Small and medium enterprises 
(SME) , financing was also robust 
with applications, approvals and 
disbursements posting growth rates 
of 15.8 per cent, 17.7 per cent and 24.7 
per cent respectively. 

SME loans outstanding increased 
21.4 per cent to RM170.7 billion and 
ll£'COllnted for 42 oer cent of total European banks from Malaysia is unlikely to impact local 


