12 COCT 1999
Mahat hi r - Banks
BANKS CAN DECI DE ON WHO SHOULD LEAD, SAYS MAHATHI R

KLANG Cct 12 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad said banks will be allowed to deci de anong thensel ves on the | ead
or anchor banks under Bank Negara's accel erated nerger programe.

"I hope they will decide as soon as possible,” he said addressing the
53rd annual general neeting of the Associ ated Chi nese Chanbers of Commerce
and I ndustry, WMl aysia here.

The Nati onal Econom c Action Council (NEAC) has decided to re-1ook at
t he nunber of |ead banks and was not in a hurry to push for the nergers too
qui ckly, he said.

"We are not in a hurry although unsolicited foreign advi sers have urged
us to to do it quickly," he said.

On the nenoranda of understanding entered into by various financial
institutions for the nmergers, he said: "I hope they will honour their
undert aki ng. "

Dr Mahathir reiterated that the government was not rigid on the nunber
of | ead banks, adding that "six is possible if everyone agrees."

At a press conference later, the prinme mnister elaborated that the
NEAC, being flexible, had decided to review the nmerger programe foll ow ng
objection to the central bank restricting the nunber of anchor banks to six
and fixing which ones should | ead the nerger

The six anchor banks are Ml ayan Banki ng Bhd, Milti Purpose Bank
Bum put ra- Commer ce Bank Bhd, Perwira Affin Bank Bhd, Public Bank Bhd and
Sout hern Bank Bhd.

The prime mnister said the authorities had earlier decided on the six
banks as anchors to instigate response fromthe banking community and to
wake themup to the call for nergers.

Dr Mahathir expressed satisfaction that the accel erated merger
programe had nmade the domestic banking institutions realise the need to
nmerge in preparation for conpetition frombig forei gn banks upon eventua
openi ng of the market.

"There is a commtnment to nmerge now. There was none in the past," he
said referring to the nenoranda of understanding (MOUs) signed by the
banks.

VWil e the governnent intended to reduce the nunber of |ocal financial
institutions fromthe present 58, Dr Mahathir said the NEAC deci ded not to
push too hard the nerger exercise as "forcing too much on people is not
good for the economny."

The NEAC did not want to deci de on sonething that woul d danage the
confidence in the banking industry as the loss of confidence in this sector
m ght cause a run on banks, he said.

VWile he called on the banks to conply with the merger deadline, Dr
Mahat hir assured themthat if for sone reasons the banks were not able to
do so, the authorities would not "ramit on theni.

The deadline for conpletion of due diligence is Nov 15, 1999, signing
of sal es and purchase agreenents by Dec 31, 1999 and Feb 29 next year for
securing approvals fromthe regul atory authorities and sharehol ders.

The institutions have until April 1, 2000 to commence busi ness as
nmerged entities.

The prime mnister said the authorities did not have to be too rigid
with the deadlines, adding that financial institutions have until next year
to decide on how to execute the nerger exercise



He said the governnent was open to suggestions and would leave it to
t he banks on how to nmerge anong thenselves but "if they can't deci de anong
t hensel ves the government will have to decide".

Besi des transform ng | ocal banks into fairly big financial
institutions, another rationale for the nmerger was to turn theminto
nati onal banks but "not Sabah Bank, Sarawak Bank, Perlis Bank and all
that."

Asked whether financial institutions would be given free reign on the
nmer ger process, he said if the banking community has a strong reason for
not accepting the government's arrangenent, they should informthe rel evant
authorities.

"If they protest, they nmust show why they can't accept,’
Mahat hir .

VWhen addressing the ACCCI M general neeting earlier, Dr Mahathir said
with the uncertainty over the merger now renoved, banks should now be able
to function better in terns of |oan provision.

He said there were nunerous conpl aints over banks' reluctance to | end
due to the uncertainty over the nmerger exercise |like whether it would go on
and who woul d be the anchor banks.
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