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Proton narrows search for strategic partner to 2 US carnmekers

Debra Moreira

PERUSAHAAN Ot onpbi | Nasi onal Bhd (Proton) has narrowed its search for a
new foreign strategic partner to two major US carmakers, Ford Motor Co and
Dai m er Chrysl er, sources say.

O the two, Ford is ahead by a nose because it already has a huge
presence in Ml aysia that includes an assenbly pl ant.

It owms 49 per cent of Ford Mal aysia Sdn Bhd - formerly known as Am m
Hol di ngs Sdn Bhd - and Sinme Darby Bhd the rest.

Ford had in earlier statenents expressed interest in buying into the
nati onal carmaker

Dai M er Chrysl er, neanwhile, has a big say - on account of a newy
acquired 34 per cent stake - in Mtsubishi Mtors Corp, which inturnis a
16 per cent sharehol der and technical partner of Proton.

Dai M erChrysl er al so recently invested US$226 million (US$1 = RMB. 80) in
Chi nese carmaker Beijing Jeep Corp, saying there is a huge potential in
t he Chi nese and nei ghbouri ng markets.

Prot on, however, is nore concerned about reducing costs to energe as a
ni che player in the global narket.

Prime Mnister Datuk Seri Dr Mahat hir Mhamad said in London | ast week
that Ml aysia may be willing to sell up to 30 per cent of Proton to
foreign investors.

"W are not in negotiations yet. We are not in a hurry to do so," he
sai d.

Sources said if Proton is to becone a niche player, it has to secure
access to the largest market in the world - the US

Both Ford and Dai m erChrysl er can do that and also allow it to undertake
gl obal sourcing and expand its vendor base which will reduce costs, the
sour ces added.

Proton is well aware that it faces form dable conpetition in the gl oba
mar ket and woul d have probl ens penetrating | arge markets and i ncreasing
sales without a strong strategic partner by its side, they said.

And it has to enter into an alliance soonest possible, if nothing el se
but to to win investor confidence, especially follow ng the recent recal
of the 1995 Perdana and the slight technical hitch with the newy | aunched
Waj a.

On the positive side, Proton has unveiled its own engine, S-ENG which
is expected to provide it with a substantial cost advantage.

A Proton official has said SENGw Il lead to a 15 per cent reduction in
manuf acturing cost in three to five years, neaning its cars can be priced
nore conpetitively and be better prepared for open conpetition when the
Asean Free Trade Area is effected.
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