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Banks cone under fire (HL)

Carol yn Hong
KUALA LUMPUR, Tues. - Prine Mnister Datuk Seri Dr Mahathir Mhamad today
criticised banks for being a "drag on the econony” and failing to play
their real role in | eading devel opnent.

He said that after the last five quarters of consecutive growh, the
banks' net |ending remained sluggi sh and the fl ow of noney supply was

still being generated fromexternal sources.
"Bank lending is a drag on the econony instead of leading it as we
expected. | worry that our banks still have this culture of taking the

unbrella away when it rains," he said.

Dr Mahathir said to the extent they had been extending new credit, "I
know a significant part was being directed at the “blues' (blue chip
conpani es) and other | arge corporations which do not really need thent

Those in need were often deni ed and even working capital finance was
hard to cone by despite the rapidly expandi ng econony, he said at a
conference held to commenorate the establishment of the Tun Ismail Al
chair in nonetary and financial econonmics at Universiti Ml aya.

Ismail was the first Ml aysian Governor of Bank Negara. The conference
was or gani sed by Bank Negara and the Ml aysi an Economi ¢ Associ ati on.

Dr Mahathir said collateral lending was still far too preval ent, even
for the nost viable of ventures, and bankers were extrenely guarded even
wi th good projects involved in the new econony.

"As | see it, the bankers worry far too nuch about their bottomline at
the expense of the real intent of their very existence.

"Some even pat thensel ves on the back, regarding thensel ves as " good
bankers sinply because they consider thensel ves prudent in | ending out
only 50 to 60 per cent of the deposits nobilised.

"Truly, they miss the wood for the trees, and not knowit," he said.

Dr Mahathir said Ismail had revolutionary ideas and as far back as 1969
he had articulated clearly the role of the banks.

Ismail had said their true role was to nobilise savings, channel these
savings for productive use to devel op the economny, uphold public
confidence in the banks and their managenent, and inject expertise and
professionalismto devel op a conpetitive internediati on nechanismto
| ubricate the devel opment process.

Dr Mahathir said he was afraid that Ismail's dream had yet to be
fulfilled. He said as he watched bankers at work during the economc
crisis, he was not convinced that they really understood and accepted
their true role.

"W need entrepreneurial bankers and not mere noney | enders. W
desperately need bankers whose unbrellas are ever present, cone rain or
shine, so that they can be relied upon as true partners in nationa
devel opnent, " he sai d.

The Prime M nister said while bankers rmust be prudent, |ending based
only on collateral was not prudence. Rather, it speaks of "primtive"
banki ng skills.

Touchi ng on the i ndependence of the central bank, he said Ismail had a
pragmati c approach

Dr Mahathir said Isnail's approach was that fiscal and nonetary policies
had to be well co-ordinated to neet public policy objectives of the
nati onal agenda, set by the CGovernnent of the day.

The central bank was i ndependent within the Governnent, but not of the



Gover nnent, he said.

The Prime Mnister said Ismail had left his real legacy in building a
body of lasting traditions at Bank Negara - absolute integrity,
conmpetency, efficiency to the point of ruthlessness, expertise, selfless
service to the nation and setting up benchrmarks of excellence.

"W need to go beyond pure pursuit of profit,"” he said.

Stressing the need for business ethics, Dr Mahathir said ethics were at
the heart of all religions which taught one to care for others.

He said this had chall enged the ol d thinking which enphasi sed the
supremacy of the private marketplace and nmaxim sing profits.

He said new social theories established that the good of all was the
final goal of business activity and m ndsets were begi nning to change.

"It is recognised, of course, that ethical business practices can only
thrive within the econom c systens created by Governnent," he said, adding
that ethical businesses actually did better and | asted | onger.
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