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Banks pro-active and i nnovative in | ending approach to SM

Hami sah Hami d

DESPI TE the | anents fromthe smal |l busi ness sector that banks are
reluctant to lend to themduring the econom ¢ sl owdown, there are banks
that are not afraid to reach out to small and nedi umsize industries
(SM).

Bumi put ra Commer ce Bhd (BCB), Mal ayan Banki ng Bhd ( Maybank), Affin Bank
and RHB Bank are anong | ocal banks that do not shun SM during bad tinmes
and they have a consistent |ending policy for loans to SM.

BCB, for one, is not tightening its terns and conditions for |oans to
SM during the current global sl owdown.

BCB seni or vice president for Business Banking, Abu Bakar Buyong, said
t he bank gives out loans to "a | ot of small entrepreneurs"”

"For us, it is a non-issue. For instance, under our Special Enterprise
Guar ant ee Loan Schene, we're the second after Maybank in giving out | oans
to small businesses," he told Business Tines.

Abu Bakar was commenting on conpl aints by small busi nesses that banks
are reluctant to give out loans to them

Deputy Finance M nister Datuk Dr Shafie Salleh had rai sed the matter at
Parliament early this nonth, saying that Bank Negara Ml aysi a had asked
t he banks not to be too strict with small borrowers.

Prime M nister Datuk Seri Dr Mahat hir Mohamad al so advi sed t he banks to
treat | oan applications fromsnmall conpanies with nore consi deration. He
chided themfor being too prudent and not wanting to take the risk

Economi sts, while acknow edgi ng the needs for the banks to be prudent
due to the threat of rising non-performng | oans (NPL), believe that there
are banks which are pro-active and i nnovative in their |Iending approach to
SM.

RAM Consul t ancy Sdn Bhd chi ef operating oficer Dr Yeah Kim Leng said
sonme banks now have their own ri sk managenent systemto eval uate ri sk
exposure and i dentify borrowers who can sustai n the downward cycl e of the
econony.

Econom sts sai d conpanies in the export-oriented sector |ike
manuf acturing and el ectronics may find it rather hard to convince banks to
extend | oans to t hembecause the export sector is badly affected by the
gl obal sl owdown and the slunp in the US econony.

However, econom sts concurred that banks shoul d not negl ect the SM and
bankers shoul d i nstead identify borrowers which can ride through the
economi ¢ downcycl e.

Economi st Tan Sri Ranon Navar at namsai d t he banks shoul d al so gi ve
priority to the small businessess as they are the backbone of the
country's econony.

He sai d banks should not avoid the SM, even during the bad tinmes, as
t here are many good and genui ne smal |l busi nesses around.

BCB' s Abu Bakar said the bank has given instructions toits officers to
hel p conpani es faci ng probl ens, especially after the Septenber 11 attacks
in the US.

"W want to help themtide over the crisis," he said.

He sai d BCB al so supports the Governnent's punp-prinming efforts by
financi ng many contractors in the construction industry.

Abu Bakar said BCB's |oan growth for SM has grown to nore than 15 per
cent this year.

"Qur loans tothe SM like retail business, franchise and so on, has



grown nore than 15 per cent this year conpared with | ast year

"It is our priority and the [oan growth for the SM is faster than other
| oans, " he said. Mire than 50 per cent of BCB's SM | oan exposure are in
t he manufacturing sector.

He added t hat nost of the | oans given out to the SM this year were for
government projects

Thi s shows that the Governnment's stinulus neasures to manage the inpact
of the gl obal econonic sl owdown has begun to filter down to the donmestic

econony.
The Governnent has cone out with two fiscal packages, totalling RW.3
billionto stinulate the domestic econony.
An initial stimulus package of RM3 billion was announced by the

Government in March this year, before it cane up with the second package
worth RMA. 3 billion on Septenber 25.

Bot h packages were ai ned at stinul ati ng the donestic econony, focusing
on infrastructure projects (public spending) as well as consuner spendi ng.

Abu Bakar, however, said that the bank has to be cautious during the
current econonic condition as the NPL are expected to ri se.

"It depends on how we see business in the future and the resilience of
the conpanies in the next two or three years," he said.

Meanwhi | e, the country's | argest | ocal bank, Maybank, is set to ride the
econom ¢ sl owdown with the SM.

The bank, which al ready has an existing SM |oan portfolio of RML5. 3

billion in outstanding |oans, is confident that it will approve RwW
billion worth of loans for the SM by end of its financial year (June 30
2002).

In an intervieww th Business Tines | ast nmonth, Maybank Enterprise
Banki ng Di vi si on general manager Johar Che Mat said that in August and
Sept ember this year, the bank has approved RML billion in SM | oans.

During the previous financial year, it had approved RW. 3 billion of
such | oans.

Maybank, which currently has an SM client base of 50,000 enterprises,
has been focusing on the SM sector since 1992.

Loans for the SM since that year have increased five-fold.

Maybank has al so actively supported the Governnent's stinul us measur es.
According to Johar, the bank is now pronoting t he Governnent-ai ded | oan
schenes and devel opnment of specific infrastructure toits large SM client
base.

He said the | oan schenes, which is part of the Governnent's RW. 3
billion stimlus package, will be nanaged by a specific unit of Maybank
and pronoted through its branch of fi ces and new busi ness centres.

Affin Bank is anot her bank which has taken pro-active steps in dealing
with the SM.

Af fin Bank, which had | aunched its | atest financial schene called Affin
Spi ks (Ski mPi nj aman | ndustri Kecil dan Sederhana) early this year, is set
to go deeper into the SM nmarket.

Its president and chi ef executive officer Raja Datuk Aman Ahnad said t he
bank is already strong in this segnment, capturing 22 per cent of the
i ndustry's narket share

About 35 per cent of Affin Bank's total |oan portfolio goes into SM
financi ng.

The bank expects the RMLOO m|lion allocation |oan portfolio for Affin
Spi ks to be fully taken up by end of this year.

The financi al package, which was officially | aunched in April this year
is targeted at new SM, especially those engaged i n food-based production
and manufacturing but with insufficient collateral to support their | oan
applications.



Under the scheme, successful applicants will be eligible for aloan
amount of between RMb0O, 000 and RML mil I'i on.

RHB Bank, the third | argest banking group in the country, is also
prepared to stand by its clients and hel p themride through the econonic
t ur bul ence.

RHB managi ng director Yvonne Chia said |ast nonth that the bank is
supportive towards the Governnent's call to provide better terns and
access to financing for the SM under the recently | aunched sti mul us
package.

RHB Bank's support for the mddle market and SM sector is clearly
reflected in the bank's healthy and consistent | oan growth in the past few
years.

For the financial year ended June 2000, the bank regi stered a 12 per
cent growth in loans for the m ddl e market and SM sector. The | oan growt h
rose to 17 per cent in the the financial year ended June 2001.

I n August, RHB Bank had | aunched t he Busi ness Growt h Package, the | atest
inits series of initiatives, to help the m ddl e narket and SM sector to
gr ow.

Loans under this package are extended to conpani es which are involved in
manuf act uri ng, whol esal e and retail trade and services.

Under t he schere, borrowers can apply for | oans ranging froma mi ni mrum
of RVMBOO, 000 to a maxi numof RMLO mllion.

The | oans can be used to purchase conpl eted factori es or shophouses for
own occupation or to be used as working capital or to refinance borrow ngs
that had earlier been taken fromother banks or finance conpani es for
pur chasi ng assets.
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