10/ 11/ 1998
Banks agree to step up |l ending: Mistapa (HL)

El ena Shansuddi n

ACKNOALEDG NG that liquidity is nolonger an i ssue, banks have gi ven an
assurance t hat | oan approval s and di sbursenents will be expedited as part
of efforts to revitalise the econony, Second Fi nance M ni ster Datuk

Mist apa Mohaned says

Speaking to reporters after a 75-mnute cl osed-door neeting with some 60
seni or officials of banks and i ndustry associ ati ons yesterday, Mistapa
sai d the banks are changing gear and in a few weeks the effects wll
becone apparent.

They need the tine to nake the necessary shift in mndset, he said,
adding that it was only in the past six to seven weeks that banks started
torespond to calls to | end nore.

The neeting was held to | ook into conplaints that financial institutions
remai ned "overly cautious" in giving out | oans despite inproved |liquidity
inthe systemfoll ow ng vari ous nmeasures i ntroduced by Bank Negara.

Anong t hose present were Mal ayan Banki ng Bhd managi ng di rect or Dat uk
Am r sham Abdul Aziz, who is al so the chai rnman of Associ ati on of Banks of
Mal aysi a, Bank Bum putra Mal aysi a Bhd executi ve director Datuk Abdul Aziz
O hman, Bank of Commerce (M Bhd chi ef executive Datuk Md Nor Ml Yusof,
Federati on of Mal aysi an Manufacturers deputy president Tan Sri Zain Hashi m
and Mal ay Chanmber of Commerce Mal aysi a deputy presi dent Datuk Abdul Rahman
Mai di n.

Prime M nister Datuk Seri Dr Mahat hir Mohamad had at the weekend urged
financial institutions to nake it easier for the private sector to obtain
| oans.

Credit growth had slowed to 4.5 per cent as of Septenber, from7.5 per
cent the previous nonth, despite |iquidity-boosting neasures such as the
reduction of the Statutory Reserves Requirenment to 2 per cent.

The Governnent has targeted credit expansion at 8 per cent for this
year.

At the neeting, the banks gave an undertaking that | endi ng woul d be
i ncreased but had asked for time to do so, Mistapa said, adding that while
the 8 per cent credit growmh target will be maintained, it does not nean
that the Government wants themto | end reckl essly.

"OF course we do not want banks to lend irresponsibly, but we would al so

not want themto be overly cautious... we did not ask the banks to lend to
just any project... they have to be viable projects,” he said.
For exanple, they can lend nore to the small- and medi umscal e

i ndustries (SMs) and for | ow cost housing projects which have ready
buyers, Mistapa added.

As a followup to the neeting, the various chanbers of comrerce and
i ndustry will conpile specific cases of difficulties in obtaining
financing within a week which will then be referred to the Loan Monitoring
Unit of Bank Negara, he said.

Mist apa cited as exanpl e 13 entrepreneurs fromthe Ml aysi an Associ at ed
I ndi an Chanbers of Conmerce and I ndustry who had had their | oans turned
down.

"They need to sit down together... there is a comruni cati on gap between
t he banks and entrepreneurs. Bank Negara will be the referee,” he added.

"We are tal ki ng about economi c recovery. Quick approval is useful, but
what is inportant is disbursenent. Only when the noney i s di shursed can
things take off."



For exanple, 591 applications fromSMs for RM29.8 million in |oans
have been approved, but only RML33.6 million has been di shursed, Mistapa
sai d.

This has served to I end credence to the perception that there is
di scrim nation agai nst | ending to snmall busi nesses.

"There has to be a paradigmshift towards favouring small |oans," he
added.

On ot her issues brought up at the neeting, Mistapa said the bankers have
ur ged Pengur usan Danaharta Nasi onal Bhd to expedite the process of
pur chasi ng non-perform ng | oans (NPLsS).

They al so hope to see the Credit Guarantee Corp, whose | endi ng
activities have simlarly been affected by the NPLs probl em strengthened.

Inaddition, it was stressed that corporate governance nust be i nproved.
Meanwhi | e, asked whet her the Gover nment has deci ded hownuch it will raise
in Singapore, Mistapa said: "There are no specific figures at this point
of time. At the policy level, there is sone broad agreenent, what is
required nowto work this out at the technical |evel."
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