29/ 01/ 1998
Berj aya Capital deal a commercial decision, says PM

Fadzil Ghazali

PRI ME M ni ster Datuk Seri Dr Mahat hir Mohamad yest erday descri bed Berj aya
Capital's plan to sell off its entire 68.983 per cent equity in an

i nsurance subsidiary as a "commerci al decision".

"It has nothing to do with the Governnment. It is a conmercial deci sion.
I think it isintheinterests of their own conpany,” he told reporters
after attendi ng MCA' s Chi nese New Year open house in Kual a Lunpur
yest er day.

Dr Mahathir was to conment on Berjaya Capital's intention to di spose of
itsentire equity in Berjaya Prudential Assurance to three parties for
RM722. 715 nmillion cash.

It was reported that one of the buyers, UK-based Prudential Assurance Co
Ltd (PACL), will pay cash for its purchase, while the other two buyers
will doit with fully secured and comrerci al terns.

Berjaya Capital said on Tuesday that the deal will add "positively to
the country's foreign reserves" because it brings a significant amount of
foreign hard currency to the conpany.

At the end of the day, Berjaya Capital's insurance subsidiary sell-off
will result in PACL's sharehol ding in Berjaya Prudential increasingto 51
per cent when the sale is conpleted. At present, it holds 30 per cent
equity.

Asked whet her the 51 per cent stake is contradictory to the present 30
per cent foreign equity requirement, Dr Mahathir said: "But we all know
now t hat we have agreed t hrough the Wirld Trade Organi sation (WO to
all ow foreign conpanies to control insurance services at 51 per cent. So,
the deal isinline with our agreenent (with the WQ."

Asked to comment on the rising interest rates in the country, Dr
Mahat hir said this is being triggered by those who prefer to keep their
noney i n foreign banks i nstead of | ocal financial institutions.

"The problemis the cost of noney and not the interest rate. The
interest rate i s | owenough. The base lending rate is | ow. But peopl e take
t he noney out from Mal aysi an banks and put it in foreign banks.

"When we want to borrow, the Ml aysi an banks have to borrow fromthe
foreign banks and then the interest rate goes up," he added.

Dr Mahathir said there is now doubl e i nterest when a | ocal bank, which
is faced with capital shortage due to depositors' w thdrawals, wants to
di sburse | oans because it has to borrow noney fromforei gn banks.

He added that | ocal banks have no choice then but to increase their
interest rates to cover the higher interest i nposed on themby foreign
banks.
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