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Danaharta just needs RML5b to buy NPLs

PRI ME M ni ster Datuk Seri Dr Mahat hir Mhamad says Pengurusan Danaharta
Nasi onal Bhd now needed total funding of RML5 billion instead of RWR5
billion stated previously to acquire non-perform ng | oans fromthe banking
sector.

This was due to inproved liquidity and |ower interest rates, as well as
the reclassification of NPLs fromthree nmonths to six nonths, which would
|l ead to a noderate growth of unservi ceabl e | oans.

"Danaharta will acquire up to RMB billion of NPLs from 21 financi al
institutions by Decenber.

"I'n addition, Danaharta has agreed to manage the NPLs of Sine Bank Bhd,
worth a gross value of RVM6 billion."

Dr Mahathir, who is also the First Finance Mnister, said Danaharta was
expected to take over NPLs at a nuch faster rate than anticipated when it
was first set up

"To pronote transparency, starting Dec 31, Danaharta will publish
details of NPL acquisitions and di sposals. Al so, Danaharta will apply
international best practices in all its activities, including valuation of
NPLs. "

The Prime Mnister said to help financial institutions, the Governnent
proposed that 50 per cent of the anpbunt in the interest in-suspense
account woul d not be considered as incone for purpose of inconme tax. Such
i ncone, however, would be taxed once it is realised, he added.

At present, interest fromNPLs are credited into the interest in-
suspense account. Interest incone under the interest in-suspense accounts
are taxed based on accrual

This nmeans financial institutions are taxed on inconme in the interest
i n-suspense account al though the income has not been received.

Due to the econom ¢ downturn, financial institutions are experiencing an
increase in the amount of interest in-suspense due to marked increase in
NPLs.

Dr Mahathir said as the banks' capital base had been affected by NPLS
and the decline in share prices, there was a need to recapitalise them
(the banks).

For this purpose, the Governnent set up Dananodal Nasional Bhd to inject
capital into banks facing difficulties.

Dananodal needed RML6 billion for the the banks' recapitalisation.

"Fromthe RML6 billion required by Dananodal , Bank Negara will provide
RMB billion as seed capital," Dr Mahathir said.

Dananodal signed agreenents with eight financial institutions on Cct 20
for recapitalisation through the exchangeabl e subordi nated capital |oans
totalling RWA.5 billion.

This injection would inprove the resilience of these institutions,
increase their capacity to grant new | oans and consequently speed up the
econom ¢ recovery, Dr Mahathir said.

The Government has set up a Corporate Debt Restructuring Comrittee to
hel p viabl e corporations frombeing forced into Iiquidation as a result of
financi al probl ens.

A total of 23 conpanies with accunul ated debt of RM6.5 billion had
applied for the cormmittee's hel p, he added.

On banks' loan growh, Dr Mahathir said that it had contracted from25.9
per cent at the end of Decenber to 4.5 per cent at the end of Septenber.



However, new | oans approved by the banki ng system had been naintai ned at
an average of RVA.5 billion per nmonth since June.

The reduction in credit growh was due to, anbng others, tight liquidity
for many banks, high interest rates and the reluctance as well as cautious
attitude of several banks in approving | oans.

Dr Mahathir said to ensure businesses have access to funds, the
Governnent took steps to pronote | endi ng.

They included reducing interest rates and the statutory reserves
requirement to raise liquidity in the banking system renoving
restrictions on I ending and stipulating a mnimumrequirenment for credit
growt h

On nmonetary policy, Dr Mahathir said that the exchange controls
i ntroduced by the Government recently were neant to prevent currency
traders fromnaking a large profit on the ringgit or intimdating the
country agai nst taking any action to revive the econony.
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