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MAHATHI R- BANKS
MAHATHI R ON HOW LOCAL BANKS CAN SURVI VE | N AN OPEN NMARKET

KUALA LUVMPUR, Cct 12 (Bernama) -- Learn to survive wi thout depending on
government protection and benchmar k agai nst forei gn banks from now on,
Prime Mnister Datuk Seri Dr Mahathir Mhamad told | ocal banks here
t oni ght .

These endeavours woul d be the key to their survival in an open narket,
Dr Mahathir, who is also the finance mnister, said at the 22nd annua
di nner of the Association of Merchant Banks in Ml aysia.

"The chal l enge for us, the challenge for the Ml aysian banking system
is howto survive and prosper as relatively small banks," he said.

Local banks, he said, have to develop skills, particularly in the field
of personal service.

By being friendly to clients, giving good financial advice, warning
t hem agai nst ventures which were not feasible and even hel ping themwth
feasibility studies would nurture |oyal custoners, he said.

"When they grow big they will not desert you and transfer their
busi ness to big foreign banks," said Dr Mahathir.

But the prime minister was qui ck to warn Ml aysi an banks that where
noney was concerned, custoner loyalty and patriotismwere not going to
count nuch.

"But with skill and synpathetic service, the locals can still hope to
survive. By benchmarki ng yourself against the foreign banks from now on
you rmay be able to maintain your institutions and hold out,"” he stressed.

From 2004 onwards, all donmestic institutions, now nunbering ten
followi ng a nmerger programre of 54, are expected to face greater
conpetition fromforeign institutions already operating in Ml aysia.

Conpetition woul d be nmade nore i ntense by the year 2007 when foreign
institutions not yet operating in the country would join in the fray.

"The attenpt to put off this eventuality may not succeed. So it is
better to be prepared,” Dr Mahathir cautioned

In the world of banking and finance, a level playing field was not
enough as the giants would prevail over the small and the weak, given the
fornmer's vast financial resources, technol ogi cal sophistication, worldw de
networ ks, innovative products and experience, he said.

In asking local banks to | ook for conpetitive advantage, Dr Mhathir
said |Islam c banking was an area which they had devel oped certain
experti se.

"Islam c banking is not likely to replace conventional interest-based
banki ng but there are signs that Islamc banking is beginning to be
general |y accepted even by non-Mislins,” he said.

I sl am ¢ bankers, he said, nust devel op new and innovative products.

The prime mnister also said the government strongly backed Islamc
banki ng and ai nmed to becone the permanent base for the proposed Islamc
Fi nanci al Services Organisation (IFSO, whose prinmary purpose was to
devel op and di ssem nate uni form prudential, disclosure and regul atory
standards on governing risks in Islamc financial products.

"In essence, Islamc banking is being devel oped to be in tandem and
operate on par with conventional banking," said Dr Mbhat hir. -- BERNAVA
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