06 AUG 1999
MAHATHI R- BANKS
PM DEFENDS MERGER OF LOCAL BANKS

SIBU, Aug 6 (Bernama) -- Prine Mnister Datuk Seri Dr Mbhathir Mhanmad
t oday defended the proposed nerger of |ocal banks, saying it is necessary
in order for themto conpete successfully with foreign banks.

Speaki ng at a press conference at the airport before returning to Kual a
Lunpur after a two-day visit to Sarawak, he said eventually foreign banks
woul d cone in to conpete with | ocal ones.

He said even those foreign banks already in the country were now
expandi ng.

Dr Mahathir said that it was noticed during the economic turnoil that
Mal aysi ans preferred foreign banks to | ocal banks and they were able to
attract all the funds to thensel ves.

"Local banks are not fully trusted by the | ocals. Unless they
strengt hen thensel ves and give a better quality of service, the people wll
not want to use local banks," he said.

Bank Negara has set Sept 30 as the deadline for |ocal financial
institutions to sign a nmenorandum of understandi ng for the nerger exercise.
The exercise will eventually lead to the creation of only six anchor
commer ci al banks, six anchor nerchant banks and si x anchor fi nance

conpani es.

At present there are 21 |ocal comercial banks, 25 finance conpanies
and 12 nerchant banks.

Dr Mahathir al so said banks nmust learn to respond to a given situation.

"W notice some of themare sonetines too |iberal in [ending. Then
people are in bad shape, that is the tinme that they do not lend. That is
why too we need bi gger and stronger banks," he said.

When asked whet her the merger woul d mean nmassive retrenchnment for the
wor kers, Dr Mahathir said he hoped that this would not happen.

"They have a |l ot of things they can do. | amquite sure they can find
new jobs for thensel ves because as bankers they are intelligent people,” he
sai d.

On whether he would call for the general election nowthat he had nore
or less conpleted his visits nation-wi de, he said he had " still a | ong way
to go."

"l amgoing to China, Siberia and then to "makan angin" (holiday). Then
| have to cone back again to see nore people," he said.

The prime minister will make official visits to Siberia and China from
Aug 15-23.

Dr Mahathir said the nation had been in election nood for the past two
years because opposition parties had stepped up their activities.

"They had put up their flags and had been canpai gning since two years
ago. They are very hard working people and | nust congratul ate them But
see that their flags are rotting," he said.

And responding to a question on why he had been tal ki ng about peace,
stability, unity and racial harnmony in nost of his speeches while on the
nation-w de visits, Dr Mahathir said this was to indicate that the ruling
Bari san Nasional (BN) was a "very positive" party.

"W want peace, harnony and we want people to work together to devel op
this country. W are all for the cooperation of everybody for the country
to devel op. W do not want to collaborate with outsiders to destroy it," he
sai d.

He said the BN had not even said dirty things about the opposition



whi ch had been taking a very negative approach.

On his visit to Sarawak, he said it was a very encouragi ng one as the
peopl e had been very enthusiastic and supportive.

Dr Mahathir said he was overwhel med by what he sawin Mri |ast night
where a crowd of about 40,000 people stood rooted to their places until he
fini shed speaki ng.

About 3, 000 peopl e conprising menbers of the state BN conponent
parties, voluntary organisations and civil servants were at the Sibu
Airport to send off the prine mnister.

He was acconpanied by wife Datin Seri Dr Siti Hasmah Mhaned Ali and
Information Mnister Tan Sri Khalil Yaakob. -- BERNAMA
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