13/10/ 1999
PM Banks can work out nergers thensel ves (HL)

Sreer ema Banoo

THE Nati onal Economi c Action Council (NEAC) has decided to be flexible
with regards to the nunber of anchor banks tasked wi th spearheadi ng the
consol idation of the financial services industry, Prine Mnister Datuk
Seri Dr Mahat hir Mohamad says.

It has al so agreed at a recent neeting that banks will not be forced to
mer ge before they are ready, he said.

The NEAC is chaired by the Prime Mnister and conprises Cabi net

m ni sters and public and private sector representatives, including from
financial institutions.

Its executive director is First Finance M nister Tun Dai m Zai nuddi n

The plan as outlined by Bank Negara Mal aysia is for the existing 58
donestic financial institutions to be merged into six core groups by next
April, wi th Bum putra-Comerce Bank, Ml ayan Banki ng, Milti-Purpose Bank
Perwira Affin Bank, Public Bank and Sout hern Bank serving as | ead banks.
"W will not stick strictly to six banks. Maybe there will be nore, may
be | ess.

"W can | ook again at which should be the | ead banks and the tine taken
for the nergers to be effected...we are not in that great a hurry," Dr
Mahat hir said after officiating at the annual general assenbly of the
Associ at ed Chi nese Chanbers of Conmerce and Industry of Ml aysia in Klang
yest er day.

"Foreign advi sers have urged us to do everything quickly, but we are
concerned about the well-being of our banking industry. So we will give
(the banks) time," he said.

Several banks have expressed di sappoi nt nent over the decision to have
only six anchor banks, Dr Mahathir said, adding that the Governnent is
prepared to listen to those who feel they cannot accept the suggested
arrangenent .

"If they have very strong reasons, we want to know," he said.

When the central bank announced the programme to formsix groups from
the 21 comrerci al banks, 25 finance conpani es and 12 nerchant banks ahead
of the sector's liberalisation in 2003, it was |largely ained at

gal vanising the financial institutions to nerge, the Prine Mnister said.
Thi s was because previous calls had fallen on deaf ears. Follow ng Bank
Negara' s announcenent, "everybody woke up".

They acted very quickly on fear of getting into trouble, he added.

Asked if the April deadline for banks to commence operations as merged
entities would be retained, he said the Government will see if this is
possi bl e.

"W don't want to do sonmething that will danage the banking sector."

The central bank had set key deadlines to ensure an orderly merger
process.

Al'l financial institutions were given two nonths till Septenber 30 to
sign nmerger nenorandunms of understanding (MJUs), and this they have done.
They were then to conplete due diligence by Novenber 15, and sign sale
and purchase agreenents by Decenber 31.

Next, approvals fromthe regulatory authorities and sharehol ders woul d
have to be secured by February 29 2000 and conpl etion of the nergers

ef fected through vesting orders by March 31 2000 so as to conmence

busi ness as nmerged entities on April 1.

Dr Mahathir said the banks should still try to neet the deadlines, but



if for some reason they cannot "we are not going to ramit down their
throat".

"(As for the MOUs) that is an undertaking, we will leave it to themto
work out how to proceed... (with regards to) the | ead banks, we are open
to suggestion...the conmtnment is already to merge."

The Governnment may step in if banks cannot agree anong thensel ves, he

sai d.

The Prime M nister also noted that the banks' |ending activities had

been sonewhat affected by uncertainties arising fromthe nerger programre.
It is hoped that they will now be nore forthconming in terns of

di sbursing | oans, especially to the snall-and-medi umscal e i ndustries, he
sai d.
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