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BANK- LENDI NG
STEP UP LENDI NG BANKS TOLD

KUALA LUMPUR, March 28 (Bernanme) -- Ml aysi an banks nmust step up their
I ending activities and participate in the growh process particularly
during the current slowdown as this will raise their profitability, Bank
Negara CGovernor Datuk Dr Zeti Akhtar Aziz, said today.

She said that the banking sector's |oans growth | ast year stood at 5.4
percent.

This was | ower than the 8.0 percent target contained in the stimulus
package unveiled by Prine Mnister Datuk Seri Dr Mahat hir Mhamad yest er day
in view of the adverse effects brought on by the U S. econom c sl owdown.

"Banks will have to play an inportant role to finance the econonic
activities stinulated by the pre-enptive neasures announced by the
government to overcone the inpact of the US econom c sl owdown," she told a
press conference after the rel ease of the central bank's 2000 annual report
her e today.

"Previously, when we experienced export-led activities recovery and
growt h, these export sectors were being financed frominternal sources and
ot her sources not fromthe banking sector," she said.

"This time, since the contribution of growh conmes fromthe donestic
sector, there will be a need for increased financing fromdonestic sources
and banks will have an inportant role to finance economc activities in the
year 2001," the central bank governor, said.

To encourage | ending, the stimlus package had anmong ot hers, included
speci al funds specially for the small and medi um si zed enterprises to
i nprove productivity while there would al so be other financing needs
i nvolving the credit guarantee corporation and i ssuance of private debt
securities.

This year, there would be no tax incentives for banks such as that
given |l ast year for an increase in |loans growth but Dr Zeti said she
expects the banks to take this opportunity to nake profits by participating
in the growth process.

On the banking sector's non-performng | oans (NPLs), she said the ratio
was still stable at between 6.3 and 6.5 percent.

Goi ng forward, she said the central bank's assessnent showed that the
banki ng system coul d absorb any further increase in NPLs.

Wth a risk weighted capital adequacy ratio at above 10 percent and
NPLs at bel ow 10 percent, she said the banking sector has a high degree of
resilience and was in a position to take in any formof stress.

To a question on the ringgit's peg, Dr Zeti said it would remain at
RMB. 8 per US doll ar.

In an industrial econony, she said the priority was to achi eve price
stability but in an econonic environment |ike Malaysia, the need was to
achi eve stabl e exchange rates.

The exchange rate should al so be consistent with the underlying
fundanmental s and t herefore no changes woul d be made to the pegging j ust
because there were changes in the short-termtrend, she added.

As for interest rates, the central bank governor said Ml aysi a has
aggressively lowered interest rates since 1998 and 1999 to becone the
| owest in the region.

"We feel that interest rates at this point of tine is at a level that
is sufficient to pronpote and encourage investnment activities," she added.

On deposit rates, she said that no significant reduction have taken



pl ace as the rates were adjusted only between five and 10 basis points and
for certain maturities. -- BERNAMVA
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