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Banks relax with nmore realistic | ending target

MALAYSI AN banks are now breat hi ng easi er after the governnment abandoned
what was wi dely seen as an unrealistic target to boost |ending by ei ght
per cent this year.

Second Fi nance M ni ster Mustapa Mohanmed announced earlier that it mght
be nore realistic to aimfor ei ght per cent growh next year as | ending
had grown by only two per cent to three per cent in the 11 nonths to
Novemnber .

The target was announced by the central bank only in Septenber, just
after the governor and his deputy quit ahead of the di sm ssal of finance
m ni ster Anwar | brahi m who had advocated high interest rates to support
the currency.

Under t he new governor and deputy governor, and with Prine M nister
Mahat hi r Mohamad assuni ng t he post of finance minister hinself, Ml aysia
has si nce adopt ed exchange rate controls and fi xed t he exchange rate while
novi ng aggressively to slash interest rates and punp liquidity into the
banki ng system

Anal ysts sai d Miustapa' s deci sion to abandon the target woul d ease
concerns over the the asset quality of Ml aysi an banks.

"They woul d have either needed a niracle or highly inprudent banki ng
practices," a banking analyst with a forei gn research house told AFX- Asi a,
an AFP-affiliated financial news service.

"I think reality has finally hit them They were far too anbitious in
view of the fact that they pressed the banks only in the |l ast quarter,” he
sai d.

"The fact that the government has softened its stance shows that it has
becone nore realistic and is accepting the fact that ei ght per cent is not
achi evabl e. "

The anal yst said the short-termoutl ook for banki ng stocks, which rose
on t he news on Thursday, was positive am d expectations of further rate
cuts.

But whil e governnment steps have | argely reduced the possibility of
system c risk, the anal yst said asset quality will continue to be a
probl em

"The real econony has not shown any recovery. Alot of the sectors are
havi ng demand probl ens whil e ot hers have huge, unresol ved debt problens,”
he sai d, predicting that the banki ng systemwoul d conti nue to be burdened
by bad | oans with an i nprovenent not likely until the second half of next
year.

An anal yst with a | ocal brokerage said two to three per cent growth in
I ending this year was nore realistic than eight per cent.

"The governnent cannot push banks to | end nore t han what they can cope
with. Oherwise, the risk to the banks woul d be higher," he said.
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