10 JUN 1999
DAl M MERGER
DAl M WANTS TO SEE MORE FI NANCI AL | NSTI TUTI ONS' MERGER

KUALA LUMPUR, June 10 (Bernamm) -- First Finance Mnister, Tun Daim
Zai nuddin, would like to see the nmerger of nore financial institutions in
the country, so as to create bigger and stronger entities.

He said that the current progress of merger exercises "is a bit slow"
and needed to be speeded up.

Al t hough sone banks have either conpleted or al nobst conpleted their
acqui sitions, such as RHB Bank Bhd and Si ne Bank Bhd, BSN Conmmerci al Bank
Bhd and Perwira Affin Bank Bhd, and Bank Bum putra Ml aysia Bhd and Bank O
Conmer ce, Dai mregarded the nerger process in the country as still very
sl ow.

"I amtrying to push for a faster nmerger," he said

"I would like to see nore nmergers. | want to see strong banks. | am not
interested in size but the inportant thing is the strength,” he said in his
briefing to foreign journalists, who were invited to Mal aysia by the
Nat i onal Economic Action Council (NEAC).

Asked how many banks he would like to see nerging into big entities, he
sai d: "Maybe eight private banks.™

Earlier, Bank Negara's Assistant Governor Dr Awang Adek Hussein in his
briefing, said for comrercial banks, to-date, one merger has been conpl eted
while two others are expected to be conpleted by the end of 1999.

For finance conpanies, he said 10 absorption and two merger cases have
been conpleted while nine others are to be absorbed or merged by end-1999.

On the subject of ringgit's pegging, Daim who is al so Speci al
Functions Mnister, concurred with Prime Mnister Datuk Seri Dr Mhathir
Mohamad' s view that the RMB. 80 to a US dollar peg would remain for a |ong
time.

"The country sees no hurry to change the pegging regine," Daim said.

He al so dismissed clains by certain quarters that Ml aysia would lift
its capital control neasures, on Sept 1, 1999.

"W never interpret that and | amnot aware about any announcenent to
wi tdraw the capital control nmeasures. Nothing will change until there is a
strong financial architecture,” he said.

Capital control nmeasures were introduced in Septenber |ast year

Dai m al so said that Ml aysia does not need foreign direct investnents
(FDI's) fromforeign banks to restructure the banking systemas it has
pl enty of cash.

Asked whet her Mal aysia would |ike to see the devel opnent of nore
di versified pension funds, as currently the Enpl oyees Provident Fund (EPF),
is the only dominant institution in the country, Daim said:

"We are going to study it. W do not want to face the situation like in
Britain where they nmake use of the pension fund to prop up their stock
mar ket," he said.

On views by econom sts and anal ysts that Ml aysia may record higher
than one percent growh in its Goss Donmestic Product (GDP) this year, he
said: "W have to be patient, just wait until the end of the year."

"As far as | amconcerned, we are happy in what we are doing, we are in
the stage of recovery and are confident of neeting the one percent growh
this year," Dai m said.

He said that the country expects a five percent growh next year and
"around the sane |evel in 2001."

Dai m al so expressed satisfactory on the performance of Pengurusan



Danaharta Nasi onal Bhd and Dananodal Nasi onal Bhd, saying that "they have
done a good job."

Dananmodal was set up to recapitalise ailing banking institutions and
has so far injected RVM6.2 billion into 10 financial institutions, while
Danaharta was established to purchase non-performng | oans (NPLs) from
banki ng institutions.

As at March 31 1999, Danaharta has cleared out a total of RW3.1
billion of NPLs, which represents 32 percent of the banking systenms NPLs
of RW2.7 billion. -- BERNAVA
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