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YEARENDER- BANKS

LOCAL BANKS MAY HAVE TO BE ON THEI R TOES FOR NEXT ROUND OF MERGERS

By: Norizatini Norali

KUALA LUMPUR, Dec 9 (Bernama) -- The 10 anchor banks currently
under goi ng i n-house consol i dati on may need to be prepared fromnext year
for possible noves | eading to a "second round” mnerger.

They had all finally conpleted the first round this year when Bank
Utarma finally inked the deal with RHB Bank after having gone through the
"l ong and wi nding road" in the nerger negotiations.

Local financial circles were all abuzz when Prime M nister Datuk Seri
Dr Mahat hir Mohamad, who i s al so the Finance M nister, hintedin early
Novenber that there woul d be further reduction in the nunber of anchor
banki ng groups.

Bank Negara Mal aysi a governor Tan Sri Dr Zeti Akhtar Aziz then said she
expected that the second round nerger woul d take pl ace i n about three
years' tinme.

By then, there would be three or four |arge | ocal banks offering a ful
range of services while the rest would offer services in retail banking and
for small and nedi um scal e entrepreneurs as espoused under the Fi nanci al
Sector Master Plan.

What ever the tine frane or final nunber, the nmerger process is to make
t hem bi gger and stronger to face the onsl aught of greater foreign
conpetitionintime to come. More inportantly, it is about becom ng
rel evant as well by being able to fund the various vital sectors of the
nati onal econony, given the rapid changes that had taken pl ace, especially
in the transformati on towards a know edge econony.

An anal yst sai d | ocal banks woul d have their hands full in 2003 in
pl anni ng and consolidating their in-house operations.

"Some banks |ike Public Bank had started their in-house consolidation
pl anni ng, " he said.

The anal yst vi ewed t he proposal made by Public Bank to privatise Public
Fi nance as a nove towards preparing for the next round of nergers.

However, the executive vice president for policy and control of
Bum put ra- Commer ce Bank Bhd, Ni k Hassan Ni k Mohd Amin, said it was not
necessary yet for the banks to get prepared for the second round nerger
next year as yet.

"Some of us will wait for the right time as in-house consolidation is
an on-goi ng process ever since the first-round nerger. Banks al ways need to
integrate within their organi sations and to keep abreast with technol ogy, "
he said.

Referring to market-driven forces for the next round of bank mergers,
he sai d one probl emwas that the market would not wait for anybody and
banks woul d fall into the nmerger process when they crossed t he pat h when
t he opportunity arose.

"When there is the opportunity, it (the merger) will just happen," N k
Hassan sai d.

He added that for the next step, many banks were expected to find tune
its technol ogy application to stay competitive.

Besi des nmerger issues, N k Hassan sai d banks al so needed to address the
i ssue of regional integration and risks diversification

As their exposure to the international market continued to w den, |oca
banks woul d be conpelled to diversify their risks, he said.

Conmenti ng on t he banks' performances next year, N k Hassan said in
ternms of non-perfornming |l oan (NPL) rates, they woul d be stable.



"l see no changes in the rate of inmprovenent. It will be the sane," he
sai d.

However, Standard & Poor's (S&P), in a posting on its website,
projected that the decline in Malaysia's NPL rates next year woul d be sl ow
as the inmprovenent in asset quality of |local corporate entities was behind
the growm h rate of the country's econony.

As such, S&P has revised its outl ook for next year on Ml aysia's
banki ng sector to stable frompositive.

As for other devel opments on the banking scene, the nerger between RHB
Bank and Bank Ut ama produced a new mi | estone in the | ocal banking i ndustry:
a foreigner was appoi nted chi ef executive officer (CEQ) of RHB Bank when
M chael Hague, Standard Chartered Bank Mal aysi a's former CEOQ was
hand- pi cked for the position. -- BERNAVA
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