06/ 03/ 1998
Fresh capital for BBMB i f needed (HL)

Badr ul H sham Mahzan

KUALA LUMPUR, Thurs. - Prinme Mnister Datuk Seri Dr Mhat hir Mhamad has
said the Governnent will, if necessary, inject fresh capital into Bank
Bum putra Ml aysi a Ber had.

He said the Government woul d give sufficient support to the bank which
is reported to need additional capital of RM/50 million.

Dr Mahathir was asked to conment if the Governnent was prepared to punp
fresh capital into the bank followi ng Bank Negara's announcenent that Bank
Bumi putra was one of the four financial institutions which m ght need
additi onal capital

He was speaking to reporters after opening the 1998 International Tinber
Conference at Ni kko Hot el

Bank Negara Governor Tan Sri Ahrmad Mohd Don had on Tuesday said that
BBMB needed fresh capital injection of RW50 million, and that the
Governnent woul d provide the capital when the need arose.

Besi des Bank Bum putra, Ahnad al so naned Si me Bank Bhd, Abrar Finance
Bhd and Cenpaka Fi nance Bhd as those needi ng additional capital injection.

Sime Bank requires RML.2 billion while Abrar Finance and Cenpaka Fi nance
need RM7 mllion and RMR5 nillion respectively. The two finance conpani es
are already in an advanced stage of merger talks with other parties.

The Prime Mnister said: "If need be, we will do so (inject fresh
capital). This is the usual support the Governnent gives to institutions
whi ch have public trust.

"If the Governnent does not give its support, the institutions nay
coll apse and the public will suffer,” he added.

Saying that injecting fresh capital should not be seen as a bail-out,
the Prime Mnister said the Government woul d not be putting excess anmpunt
of funds into the bank

Dr Mahathir said some people m ght view any attenpts to hel p banks and
conmpanies as a bail-out, but insisted that this was not so.

He said: "This is not a bail-out. A bail-out neans that you are going to
support somet hi ng whi ch has no value. But, these institutions have the
right value.”

Dr Mahathir was al so asked whether the worst was over for |oca
financial institutions.

"W are al ready maki ng a coneback. W notice that there is no nore
outflow of funds to other countries. Also, there is not nuch novenment of
funds fromlocal banks to foreign banks.

"But, the flow back has not occurred as much as we would like to see
Nevert hel ess, there has been a return of sone of these funds.

"The flow of investnent is not just into the share market but also into
ot her productive areas. Certain industries have expanded and our exports
of tinber, garnment, pal moil have increased, giving us nore foreign
exchange. "

Asked to comrent on interest rates, which nmany considered still high, Dr
Mahathir replied that the rates were com ng down.

"If you put your noney in |local banks, then the interest rates will be
l ow. '

Asked to comment on t he Enpl oyees Provident Fund dividend of 6.7 per
cent for 1997 announced yesterday, Dr Mahathir said the dividend was | ess
than the previous year because the val ue of shares had dropped and
conmpani es were naking |l ess profits.



To a question whether the EPF should nove its investnent into other
sectors, the Prime Mnister said the agency was free to invest in any
sector, including manufacturi ng.

( END)
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