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Bank nmergers to be in place by end of 2000, says PM

DATUK Seri Dr Mahat hir Mohanmad, in defendi ng his deci sion to backtrack on
an aggressi ve bank nerger plan, said the financial institutions needed
nore time to consolidate and mght not nmeet the April 1 dateline

However, the Prime M nister said he expected the mergers, which will
transformMal aysia's financial |andscape, to be in place by the end of
2000.

"We need to shock the banki ng cormunity into acting. W have been aski ng
themto nerge for along, long tine but they have not done anything. So,
you need to cone with a big stick over their heads and once you do that,
they realise that we are very serious about it," he said.

He al so sai d banks had been "shocked" by a central bank plan, announced
inJuly, which directed all 58 financial institutions to nerge into six
core groups by April 1 2000

In a wide-ranging intervieww th Reuters on Saturday, Dr Mahathir al so

di sm ssed cal |l s by sone foreigners to disnantl e capital controls and fl oat
the ringgit currency, saying the year-old nmeasures had worked well for
Mal aysi a.

"The control s has not done us any harm It has not done anybody el se any
har mexcept possi bly the currency specul ators. W don't see any reason why
we shoul d drop the controls nerely because we are doing well," he said.
As to whether the ringgit-US dollar exchange rate, which has been fixed
at 3.80 units per dollar since 13 nonths ago will be adjusted or revised,
the prem er said:

"At the nmoment, no, because we are quite conpetitive vis-a-vis our

nei ghbours, our conpetitors inthe region. So, we think that it is a good
rate to have and | think we will stick by it."

Dr Mahat hir said | ess capital than expected had fl owed out of Ml aysia
since arestriction on repatriated foreign portfolio investnent was

rel axed on Septenber 1.

"W expect a bigger outflowactually. There were tal ks that when the
controls onrepatriation capital investedinequities are renoved, then
all the investrment will flow out.

"And t hat woul d anount to anyt hi ng bet ween US$3 billion and US$10
billion (US$1 = RM3.80). But as it turned out, what went out over a period
of time was only about US$1.4 billion, whichis very small."

The Prime M nister al so expressed his confidence that the country wll
return to its long-term7-8 per cent growth in a few years time, saying

t he econony i s al ready showi ng great signs of recovery.

"I think we can achieve that in follow ng years once we get over al

these things and get all our acts together, I"'mquite sure we'll be able
to achi eve good growth agai n," he said, adding that he expects gross
donestic product (GDP) to grow by nore than 1 per cent this year

"It looks like it is going to be nore than 1 per cent, but officially we
are sticking to the 1 per cent. | think we will achieve at | east 5 per
cent in the year 2000."

GDP contracted by 7.5 per cent year-on-year in 1998, but expanded by 4.1
per cent in the second quarter of 1999, and is expected to register
stronger growth in the third-quarter

Repondi ng to a question on what can Mal aysi ans expect in the budget for
2000, Dr Mahathir said

"I't should reflect the perfornmance of the econony this year. Since the



performance i s believed to be much better than expected, the budget would
be probably a little bit nore generous i n many ways."

On the dates for general election, Dr Mahathir declined to coment but
said he i s confident of Barisan Nasional's victory. However, the chall enge
will be to deny the opposition its goal of taking one-third of the seats.
"We think that we have a very good chance. All the indications which we
have received showthat we will win the el ection,” he said, speaking from
his office in Putrajaya

"The problemis whether we will achieve our aimto get a two-thirds

majority ... we think we can do that."
Asked i f he woul d hold polls in Novermber, he said: "It's possibl e next
month ... | want to be able to decide any tinme | |ike."

( END)



	Bank mergers to be in place by end of 2000, says PM (NST 18/10/1999)

