02/ 12/ 1997

Banki ng on sense of fairplay

THOSE affected by margin calls fromtheir banks today nust be | ooking back
in fondness to the tinme, not too | ong ago, when bankers seemed friendlier
and the loan and credit departnents went out of their way to please the
borrower. VWile the policy of the banks then contributed in no smal
measur e towards enabling various econom ¢ and i nvestnent activities to
flourish, it also sawthe financial institutions raking in sizeable
profits year after year. However, signs of trouble energed and in the
blink of an eye, many of the sane banks seemto have suddenly becone if
not less friendly then certainly nore defensive.

It is understandabl e that banks would want to protect their interests in
ti mes of econom ¢ uncertainty. Indeed, they should al ways maintain a high
| evel of prudence in terns of |oans exposure and adopting sufficient
saf eguards agai nst being saddled with too much bad debt, a situation which
inthe long termwul d affect the whol e econony. But the current rash of
margin calls, requiring borrowers to top up the difference between the
| oan and the collateral, is comng across as a knee-jerk reaction of sorts
to the decline in share prices on the Kuala Lunmpur Stock Exchange. In
instituting the nove against clients who have for the nost part been
val ued growt h partners in the past 10 years, the banks nust realise that
the inmpact on the economy may well be greater than the sumtotal of their
i ndi vi dual deci si ons.

Al though all financial institutions in Ml aysia have been qui ck to make
margin calls, a sufficiently | arge nunber have done so in a manner which
i s causi ng unease anong investors as well as the Governnent. This despite
the fact that all 37 comrercial banks in the country managed to record
substantial profits |ast year. Although the level of profitability may not
be matched this year, the banks ought to renenber that the greater
i nterest of the nation nmust take precedence over individual bottomlines.
Lest they cone to be viewed as nere "fair weather friends", they should
al so take note of Prime Mnister Datuk Seri Dr Mhathir Mhamad' s rem nder
that no one wins if the econonmy does not do well; not the investors, not
the conpani es, not the people and certainly not the banks.

More than any other sector, the banks have a key role in ensuring that
the econony gets quickly back on track, through patience and by keepi ng
faith in their clients as well as in the Governnent's handling of the
problens. It serves no purpose to trigger a repeat of the m d-1980s
situation where many individual s and busi nesses had to default on their
| oan obligations and consequently had to be decl ared bankrupt. As in the
case of the recession - perhaps nobre so now - nany borrowers are sinply
swept away by devel opnents beyond their control. While there nay be sone
who have over-extended thenselves in terns of exposure to the stock
mar ket, ot hers are genui ne businesses with thriving operations. It would
be sad, not only for these individuals and conpani es but also with respect
to the inplications on the entire econony, if their years of hard work go
up i n snoke sinply because the banks no | onger have any confidence in
t hem

In the current situation, discretion is called for, preferably on a
case-by-case basis. The banks woul d have conprehensive credit records to
hel p t hem nmake deci si ons, tough as they nmust be, pertaining to who should
or should not be throwmn a lifeline, but it should not be an entirely hard-
nosed, business exercise as many of the clients deserve to be treated with



sensitivity and patience. Wien the good tines rolled, these clients had
proved thensel ves worthy of trust and respect. Now the tide has turned and
times are not so good. The | east the banks could do is to stand by them
and work with themif needed so that they, and the economny, could quickly
regai n their w nning ways.
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