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Subbed][360p] lakshaySINGAPORE - In May last year, when Mr Patrick Loh Ah Soon, then deputy
minister of finance, first got wind that China had taken a unilateral move to move its currency from a
fixed exchange rate regime to a more flexible system, the then financial markets minister, Tharman

Shanmugaratnam, told him: "What we have here is not a temporary fluctuation". The foreign
exchange reserve system that Singapore has been operating for more than 30 years had been

predicated on a fixed exchange rate pegged to the value of the US dollar. But when the Federal
Reserve removed in May 2010 the peg that had been in place since 1979, the "dollar continued to

weaken and the exchange rate was no longer fixed", said Mr Tharman, now chairman of the Monetary
Authority of Singapore (MAS). "So it became clear to us in Singapore that we had to deal with this,"

he added. That was when the MAS stepped in by buying yuan-denominated securities to bolster
Singapore's forex reserves - but those were only there as a buffer, against any unexpected movements
in exchange rates. In August last year, the MAS resumed expanding its forex reserves by buying more
yuan-denominated securities to supplement the $50 billion it had acquired in June 2010, amounting to

S$197 billion (S$161.7 billion) in total. The move by China - combined with the Fed's tapering
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