26/ 10/ 1998
Danaharta to buy 10 nore banks' NPLs (HL)

Anita Gabri el

UPPI NG t he pace of purging the banking system of non-perform ng | oans
(NPLs), Pengurusan Danaharta Nasional Bhd will take over the NPLs of

anot her 10 banks in two weeks. The national asset managenent comnpany has
in the past two nonths since it started operations only purchased NPLs of
two banks.

The identity of the 10 banks is not inmediately known and Danaharta
managi ng director Azman Yahya al so declined to speak of the value of the
NPLs it is buying fromthem

Danaharta's first undertaking was the purchase of one NPL worth RML6. 2
mllion fromPerwira Affin. On Cctober 16, it bought nore than 500 NPLs of
Si me Bank anounting to some RMB billion on behal f of Bank Negar a.

This was foll owed by a statenent by Deputy Finance M ni ster Datuk Wng
See WAh | ast week that the asset managenent conpany was negotiating with
several banks to take over RvB89.89 million worth of NPLs.

Speaki ng to Business Tines at the weekend, Aznan said Danaharta will
make announcenents on nmmjor events related to its activities "as and when
t hey occur".

The identity of the borrowers will not be revealed as this is not
al | oned under the Banki ng and Fi nancial Institutions Act.

It is understood that many financial institutions, including Bank
Bum putra, have subnitted applications to sell their NPLs to Danaharta
which is nowin the process of evaluating themfor purchase.

Bank Bum putra, which has NPLs worth sonme RW/ billion as at March 31
1998, said on Septenber 8 that it had subnitted 65 per cent of its bad
| oans to Danaharta for consideration

Azman sai d, as announced by Prime Mnister Datuk Seri Dr Mahat hir
Mohamad in the 1999 Budget proposals |ast Friday, Danaharta will acquire
up to RMB billion of bad |oans from21 local financial institutions by the
end of this year.

Total funding required by Danaharta is now expected to be RML5 billi on,
revi sed downwards froman initial estimate of RV25 billion. This followed
the inprovenent in liquidity and | ower interest rates coupled with the
reclassification of |oan default period fromthree to six nonths.

The Governnent has contributed RML.5 billion to kickstart Danaharta's
efforts to re-energi se the banking sector through the lifting of the
burden of NPLs off banking institutions.

But the financial assistance fromthe Governnent to Danaharta, said
Azman, will only be for this year

From next year, the funding will be generated by Danaharta itself. This
has been facilitated by the easier nonetary policy which has led to | ower
interest rates and enhanced liquidity in the system not least froma
reduction in Statutory Reserves Requirenent.

As such, Danaharta does not need to raise substantial cash for the
purchases as it can issue 10-year bonds.

Danaharta was set up in June and commenced full operations at the
begi nni ng of Septenber after the Pengurusan Danaharta Nasi onal Bhd Act
1998, which confers it with special statutory powers to facilitate its
activities, cane into force.

Its main activities conprise acquiring, managi ng, and di sposi ng of NPLs
and their underlying collateral. Its primary objectives are to renove the
NPL di stractions facing the financial institutions.



By selling NPLs to Danaharta in return for Governnent guaranteed
bonds/ cash, the financial institutions can refocus on their main business
of lending to viable businesses and custoners, and help in the national
econom ¢ recovery efforts. Danaharta will al so pursue the objective of
maxi m si ng the recovery val ue of the NPLs.

At the end of August, net NPLs of the banking systemstood at 11.4 per
cent.

( END)



	Danaharta to buy 10 more banks' NPLs (HL) (NST 26/10/1998)

