21/10/ 1999
End- 2000 deadl i ne for bank nergers (HL)

Ani ta Gabri el

END of next year is the new deadline for the conpl etion of all banking
mergers in the country and banks are free to choose their own group

| eaders and partners, Bank Negara Ml aysi a says.

The financial institutions have to revert to the central bank by January
2000 with their respective nerger groupi ngs and agreements in principle
frommaj or sharehol ders, its governor Tan Sri Ali Abul Hassan Sul ai man
said in a statenment yesterday.

"The flexibility that i s now provi ded...does not in anyway reduce the

i mportance of bank consolidation," he said, warning that Bank Negara w ||
"intervene directly to sel ect the nmerger partners i f sharehol ders do not
make full use of the flexibility accorded".

The only difference is that greater responsibility is nowplaced with
shar ehol ders of donestic institutionstoinitiate and drive the nerger
process, he added.

The statenent foll owed an announcenent by Prinme M nister Datuk Seri Dr
Mahat hir Mohanmad | ast week that a nore fl exi bl e approach to the

consol i dation of the financial services industry woul d be adopt ed.

The central bank had on July 29 set key deadlines for the country's 55
donestic financial institutions to be nerged into six core groups by April
1 2000.

Si nce t hen, sonme strong obj ecti ons had been rai sed, particularly with
regards to the nunber and conposition of the banking groups, and the

ti meframe, Bank Negara said.

Upon obt ai ning approval in principle fromthe central bank, the banking
institutionswill be allowed to term nate their respective menoranduns of
under st andi ng si gned earlier.

A separate circular will be issued to banking institutions today which
will outline the operational details of the exercise.

Consol i dation of the banking sector remains a priority in the light of
the i npending | i beralisation and gl obal i sati on, Bank Negara stressed.

"A fragment ed banki ng systemw || only i ncrease the vul nerability of the
financial systemand i ndeed the vul nerability of the econony as a whole."
On concerns over the possibility of massive retrenchnents, the central
bank governor noted that the merger between Bank of Commerce and Bank
Bum putura Ml aysi a had not resulted in any staff |ay-off.

Where there is a need to redepl oy personnel, particularly at the senior

| evel , the fast pace of econom c recovery will provide anpl e opportunities
for alternative enpl oynent, while others will be fully conpensated t hrough
vol untary separation schenes, he said.

Ali also took the opportunity to rem nd banking institutions that the
mer ger exerci se shoul d not di srupt their normal operations and that they
shoul d conti nue to pl ace enphasis on | oan growh, whichis a vital

i ngredient in the recovery process of the econony.
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