15 JAN 1998

BANK NEGARA URGED TO PROVI DE TEMPORARY LOANS TO BANKS

KUALA LUMPUR, Jan 15 (Bernama) -- Bank Negara was today urged to
provide tenporary loans to some | ocal banks which are facing a shortage of
deposits to enable themto continue fundi ng productive econom c sectors,
UWNO Yout h chi ef and Bank Si npanan Nasi onal chai rnman Dat uk Ahrmad Zahi d
Ham di said today.

He said a few banks had taken drastic measures in linmting | oan growh
during the current difficult period.

Zahi d said al though Bank Negara had set a target of 25 percent in |oan
growm h [ ast year, several banks exceeded that [imt until they could not
lend this tinme around and cited the lack of funds as the reason for their
inability to do so

He said this after a press conference on UMNO Youth's action plan which
had been forwarded to the National Econom c Action Council.

Zahi d al so exposed the practices of certain banks, which enforced
forced selling on certain shares, although the governnent had directed that
this should not be done.

"This is not fair and we feel that financial institutions should have
conpassi on and not increase the burden on borrowers,” he said."Failure to
repay i s not due to weaknesses of the borrower but because of economc
factors."

UWNO Yout h al so wanted the governnent to protect the interests of
bum puteras during the current econom c downturn and ensure that their
equity did not fall into the hands of banks of financial institutions or
ot her parties because of their failure to repay.

For bum putera conpani es whi ch had obtai ned concessi ons or projects but
could not proceed with them because of financial difficulties, banks should
resort to selling the shares of these conpanies only to bum putera
i ndividuals or institutions and not to other parties.

"The creation of a standby fund for bum putera investors should be
streamined and its role should be enhanced to hel p bum putera
entrepreneurs and spur greater econonmic activities fromanong them

Zahid said UMNO Youth al so wanted financial institutions to clarify
what econom ¢ categories were considered to be productive and
non- producti ve because doubts had arisen

The nmovenent al so suggested to Asean governments to nerge their
commer ci al banks. For instance, Zahid said the existing co-operation
bet ween Maybank and Bank of Comerce with ot her Asean banks coul d be
enhanced towards nergers.

"This woul d enhance their |evel of conpetition and resilience to enable
themto be fully prepared to face the econom c downturn and ot her
i nternational banks," he said.

At the same tinme, he said noves towards mergi ng Asean banks woul d be
the first step towards the usage of a conmon regional currency in
facilitating regional trade as suggested by prime mnister Datuk Seri Dr
Mahat hi r Mohanad.

UWNO Yout h al so did not want the governnent to seek aid fromthe
I nternational Mnetary Fund because the I M- s prescription for Indonesia
and Thail and had not wor ked.

Zahid al so said a campaign to dismss runours circul ati ng about the
econony shoul d be undertaken to bring about greater confidence anong the
citizens on the governnent.



He said UVNO Youth also felt that a open di al ogue between the
gover nment, busi ness groups, workers' unions and other parties should be
held to build greater confidence on the governnent.

UWNO Yout h al so wanted the strong rel ati ons between bum puteras and
non- bum puteras in econonmc activities be enhanced and that any doubts
bet ween t hem shoul d be avoi ded, he said. -- BERNAMVA
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