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Govt flexibility on bank nerger issue hailed

Lokman Mansor

THE Government i s being pragmatic and fl exi bl e by al | owi ng Mal aysi an banks
to deci de which institution should | ead nergers in the industry and how
many nerged entities will eventually be fornmed, anal ysts say.

They said at the end of the day, it is the quality of nmergers that is

i mportant, and not the nunmber of nmerged entities.

"It is better to have seven or eight well integrated and successful

nmer ged banks, than to have six unsuccessful banks. The critical issueis
consolidation. If they can keep it (the nunber of merged banks) in single
digits, | think that is good enough," Jardine Fl enmi ng Broki ng anal yst

St ephen Wél | er tol d Busi ness Tines.

He said foreign investors are not too caught up with the nunber of

merged financial institutions, as |ong as consolidation of the industry
conti nues.

"The core banks will stay, with some possi bl e reorgani sation of their
merger partners. There i s nmarket specul ati on that sone non-core banks may
now want to becone core banks, so we expect buying interest on these
banki ng stock prices," an analyst with Merrill Lynch d obal Securities
sai d.

Prinme M nister Datuk Seri Dr Mahat hir Mohanad sai d yest erday t hat banks
will be allowed to sel ect anchor banks anmong t hensel ves in a nerger
exercise to reduce the nunber of domestic banks in the country.

Bank Negara had earlier announced that there will be six | arge banking
groups, but Dr Mahathir said the National Economi c Action Council decided
that the number of core banks should not be fixed.

The si x anchor banks identified by the central bank were Ml ayan

Banki ng, Multi Purpose Bank, Bum putra- Conmerce Bank, Perwi ra Affin Bank
Publ i ¢ Bank and Sout her n Bank

Konmpl eks Met rowangsa managi ng director Dr CGhazali Atan said the market
has already factored in the likelihood that sone merger partners nay fee
di sadvant aged and t hat they shoul d i nstead be t he anchor banks for the
nmergers

"Thi s does not affect the big guys |ike Maybank, Bum putra- Conmerce and
Public Bank. Now (with this flexibility) they (the non-anchor banks) may
attract sone specul ati on,” he added.

Anot her anal yst said so far there has been no official word fromany of
the financial institutions that they have pulled out of talks with their
nmer ger partners.

It is believed that under the Menoranduns of Under standi ng si gned by the
financial institutions before the Septenber 30 1999 deadline, thereis a
clause which requires the institutionto notify Bank Negara if it wants to
termnate its due diligence exercise

"Al'l the while we try not to second guess what they are going to do. W
hel p i nvestors deci de whether to play the core banks or the non-core
banks. Knowi ng i nvestors, however, the shares of non-core banks will
likely see nore buying interest than those of the core banks," the anal yst
added.

Anot her anal yst cautioned, neanwhile, that a rush by the ot her banks to
claimthat they should be anchors for the nmergers may del ay t he nerger
exerci se.

"No doubt, the reduction in the nunber of banks in the country will be
mai nt ai ned. The only question is the quantum Bank Negara woul d have t he



resources to know how prepared t he banks are to wi thstand foreign
conpetition,"” he added.
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