27/ 10/ 1999
No racial undertones in bank mergers (HL)

Carol yn Hong

KUALA LUMPUR, Tues. - The merger of banks has no racial undertones and
peopl e shoul d stop meking an issue out of it, Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad sai d t oday.

The exercise would continue to be carried out according to the ability
of banks thenselves following the flexibility given to themto choose
their partners and anchors, he said.

To a question on the nunber of Chinese-controlled banks after the
mergers, Dr Mahathir said: "I don't know because | don't look into this
ki nd of thing, whether Chinese or Ml ay.

"Most Chi nese banks have Bumi putera sharehol ders and nbst Bumi putera
banks have non-Bum put era sharehol ders."

Speaki ng after opening the Africa-Asia Business Forum he said the
peopl e should not put a racial slant into the exercise.

Dr Mahathir said the first two nerged entities were Bum putra Comerce
Bank Bhd and Si ne Bank Bhd, both Buni put era-owned banks.

"Sonme people would like to make this a racial thing, that's the way the
Qpposi tion works," he said.

He al so said there was no reason for bankers to be unhappy because they
now had the freedomto decide on their nerger partners and anchor banks.

"l suppose the strongest one will becone the anchor but that is up to
themto decide. O herwi se we mght decide for them in which case we night
find some tiny bank to be the anchor bank

"They have to | ook out (because) by end of 2000, if they don't do
somet hing about it, we will find sonme little bank," he said.

Bank Negara had announced | ast week that it was rel axi ng the merger
conditions to all ow banks to choose their own partners. They have until
the end of January to do so and until Decenber 2000 to conplete the
exerci se.

Previ ously, Bank Negara put all the banking institutions into six
proposed nmerger groups with Sept 30 as the deadline to sign the nenoranda
of understanding and April 2000 to finalise the nergers.

The six "chosen" anchor banks were then Mal ayan Banki ng Bhd, Muilti -

Pur pose Bank Bhd, Bumi putra Conmerce Bank Bhd, Perwira Affin Bank Bhd
Publ i ¢ Bank Bhd and Sout hern Bank Bhd.

Dr Mahathir also said the decision to relax the nerger conditions was
not made by himbut by the National Econom c Action Council executive
conm ttee.

"The original decision (to nerge) was nade in the NEAC exco and (al so)
the decision to relax (the conditions) after the response was received."

He was clarifying a comrent by Tan Sri Azman Hashim the Arab- Ml aysi an
banki ng group chai rman, who was present at the Press conference in his
capacity as the Ml aysi an Sout h- Sout h Corporati on Bhd chai r nan.

Azman, whose flagshi p Arab- Mal aysi an Bank Bhd was reportedly eyeing an
anchor bank status, was asked whet her his bank woul d now seek to be the
core bank of a new banking group.

"I have been avoi di ng questions about this. Al | can say is that | am
very grateful to the PMand | will be approaching the authorities and
negotiating with partners," he said.

Dr Mahathir imrediately responded that it was not his (Dr Mahathir's)
deci si on.

"It was the decision of the NEAC. There should be no perception that any



one person can nake a decision like that," he said.

Dr Mahathir had previously comrented that six anchor banks was an
arbitrary nunber.

Asked what woul d be the optimal nunber of banks, he said it was flexible
and up to the banks to decide.

"It's entirely up to them we want to have an optimal nunber. Six was
t he nunber suggested but we are not rigid about this. W have al ways been
very flexible," he said.

Dr Mahathir also said the initial nmerger conditions was to "shock"” the
bankers into taking the matter seriously as "ot herw se, they would take
their tine, maybe in the year 2005."

He said the Government wanted the bankers to act quickly.

"We have been telling themto nmerge for a long tinme and they did
nothing. It's one way to get themnoving or to tell themthat if you
don't, we will act. And that has worked very well.

"Everybody was up (and) junping. Now they want to nmerge of their own
free will, of course with alittle bit of urging by the Governnent," he
sai d.
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