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USD Up, All Currencies Down

Following the persistently high inflation in the US, the Federal Reserve (Fed) decided to raise its
Fed rates in each of its meeting starting from the 0.25% rate hike in March this year. Treasuries
yields have already moved ahead and this has attracted more funds inflows into the more-
attractive yielding US bonds. The Russia-Ukraine war also resulted in more funds moving to USD
(US dollar) assets, which are deemed to be safer than other asset class. Consequently, almost
all currencies weakened against the USD. There are many factors influencing the different
degree of a currency depreciation. Those countries that have recently raised their interest rates
have seen their currencies weakened relatively less vis-a-vis the USD. A weaker ringgit has
many implications — likely higher inflation on imported consumer goods, exported-oriented
companies generally will benefit and Malaysian equities as well as bonds will be less attractive
to foreign fund managers.
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Exhibit 3: Impact on weaker ringgit in the past
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