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Banks: Govt No to higher foreign stake (HL)

Wendy Lim
FOREI GNERS wi || not be all owed, for now, to acquire nore than 50 per cent
stake in | ocal banks, Prine M nister Datuk Seri Dr Mahat hir Mhamad sai d.

"(The Governnent allows) only a certain anpbunt of foreign participation.
At the nmonment, we do not allowfor nore, even if we are (being) pressured
to allowfor 100 per cent equity for foreigners,” he told reporters at the
Sul tan Sal ahuddi n Abdul Aziz Shah I nternational Airport in Subang on his
return from Germany yest erday.

Earlier yesterday, a group of Tai wanese i nvestors said they were keen to
acquire controlling stakes i n Mal aysi an conpani es, incl udi ng banks.

The Prinme M nister said Mal aysi a accepts investnments from Tai wan or
ot her countri es.

However, when told that the investors were interested in controlling
stake in the banks, Dr Mahathir said: "If they ask for nmore than 50 per
cent (in alocal bank), then (the |l ocal bank) will becone a foreign bank."

When asked i f the Governnent woul d consider allow ng foreigners up to 49
per cent equity in local banks, Dr Mahathir said, "The Finance Mnistry
will be studying the inplications of this."

Foreigners are allowed to hold up to 30 per cent stake in | ocal banks,
after obtaining approval fromthe Fi nance M ni ster

In the securities industry, foreigners nmay hold up to 49 per cent of the
equity in a stockbroking firm

They can hol d 100 per cent stake in fund managenent conpanies if they
cater only to foreign investors but only a 70 per cent stake if they cater
to both foreign and | ocal investors.

Eariler in the norning, a 27-menber del egation from Taiwan, in a neeting
with Deputy Prime M nister Datuk Seri Anwar | brahim wanted to know i f
Mal aysia woul d liberaliseits investnent policy, particularly inthe
banki ng sector, in a bid to encourage nore i nvestments fromthe republic.

Anwar told reporters that the mnistry woul d study the request by the
Tai wanese.

The del egation's | eader, Chi na Devel opment Corp chairman Dr Liu Ta
Ying, saidthe nmeeting with Anwar centred on foreign equity participation
and liberalisation in the banking sector.

Li u sai d Tai wanese i nvestors have requested that they be allowed to
acquire 50 per cent equity in |ocal conpanies, including banks.

"Some have requested to be allowed to take up a 100 per cent stake in
compani es, particularly those involvedinthe construction sector,"” he
added.

The del egation arrived fromBangkok | ast Thursday on a Sout h- East Asia
tour. They left for Indonesia yesterday. They will stop by the Philippines
on their way hone.

Last week, CDC signed an agreenent with RHB Sakura Merchant Bankers Bhd
(RHBS) for an establishnment of a RMLOO mi|llion venture capital business in
Mal aysi a.

The two venture capital conpanies to be forned - Venture Capital Fund
Conpany (fund conpany) and Vent ure Capi tal Managenent Conpany ( managenent
conmpany) - will focus on providing equity financing to emergi ng conpani es.

RHBS wi Il own a 30 per cent stake in the fund conpany and a 51 per cent
stake i n the management conpany whil e the remnai ni ng stakes in both
conpanies will be owned by CDC

The fund conpany will carry out business of an investnment hol di ng



conpany, sourcing and providing funds to target conpanies while the

management conpany will identify, eval uate and advi se on t he appopri ate
i nvestments for the funds.
Liu said the CDCis keen to invest in Ml aysi a because it is still the

nost attractive country to invest in South-East Asia.

Liu said Taiwan is al so interested in Mal aysia's high technol ogy and
steel sectors such as the Lion Goup as the energy cost here is nmuch | ower
conpared w th Tai wan.

Al so present at the meeti ng between Anwar and t he Tai wanese del egati on
was Lion Goup chief executive Tan Sri W I ai mCheng who said the
Tai wanese i nvestors were eyei ng several banks in Ml aysi a.

"I'n Thail and, for exanple, they have injected capital into several
financial institutions and acquired 50 per cent equity in sone,” he said.
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