29/ 01/ 2002
U ama gets nore tine to conpl ete merger

Kamar ul Yunus

UTAMA Banki ng Group has been given nore tinme to conplete its proposed
merger with RHB Bank Bhd, Prime Mnister Datuk Seri Dr Mahathir Mhanmad
says.

"I't would seemthat Utama has come back, wi shing to conplete (the merger
deal ). As such, they (Utanma) have been given a bit of tine," he told
newsmen after |aunching the Finance Mnistry's Quality-Day celebration in
Kual a Lunpur yesterday.

Dr Mahathir, who is also Finance Mnister, was asked on the fate of
U ama and the deadline for it to seek a partner after negotiations with
RHB Bank reportedly fell through

On a report that U ama has been given until this Friday to settle the
deal, Dr Mahathir said he did not know the exact deadline for Utama to
concl ude the deal

"I would not know the exact date but they (Utama) are given a little bit
of time, which is not six nonths," he said.

The deadline for Uama to find a partner was originally on Decenber 31
| ast year and this was extended to six nonths fromthat date

Tal ks between RHB Bank and Utama, which began in April 23 |ast year
have reached deadl ock over pricing and issues of control

Sar awak- based Utanma is the only bank that has yet to find a partner
followi ng an industry-w de consolidation in 2000 that saw the country's 54
financial institutions being conbined into 10 groups. Financial market
talk has Iinked Utama with Alliance Bank Bhd, part of Mal aysi an
Pl ant ati ons.

I ncl udi ng RHB Bank, Utama has so far tal ked to four banks, and each tine
pricing and managenent matters were a stunbling block. The ot her banks
were AMMB Hol di ngs Bhd, EON Bank Bhd and Affin Bank Bhd.

Uama is 51.7 per cent owned by Cahya Mata Sarawak Bhd while RHB Bank is
70 per cent owned by RHB Capital Bhd, which in turn is owned by Rashid
Hussai n Bhd ( RHB).

Meanwhi | e, the nmarket is concerned that the union of the banks will
| eave the smaller bank in control of RHB. Wile the nerger would be good
synergy in terns of operations, the nmanagenent issue is another matter

"There will be I ess redundancy in this nmerger as the operations between
the two banks do not overlap nuch," said a banking anal yst.

Ut ama has a strong presence in Sabah and Sarawak where it focuses nore
on |l arge corporations, as opposed to RHB' s greater enphasis on snmall to
medi um ent erpri se and consumners.

It is widely expected that Tan Sri Rashid Hussain will exit the banking
i ndustry once the nerger materialises and the new managenent woul d consi st
of the U ama people.

Sonme analysts find this worrying as U ama has poor asset quality,
particularly high non-performng |loans (NPLs). Its net NPL ratio at the
end of Septenber was at 18.5 per cent, as opposed to the industry average
of 11.4 per cent.

On the converse, RHB Capital's net NPL at end June | ast year stood at a
| ow 6.4 per cent.

"I'ts higher NPLs neans U ama has weak risk nanagenent. It is a great
concern if the sane teamw |l be in charge of a bank of RHB' s size," said
t he anal yst.

RHB has 217 branches all over Malaysia while U ama has 35 branches, 15



of which are located in Sarawak.

Furthernore, RHB Capital has an asset base of RVb7.1 billion on top of a
| oan size of RM38.1 billion. Uama, neanwhile, has an asset base of RW.5
billion and a | oan size of RW.1 billion

Bernama reports: Bank Negara Mal aysi a yesterday gave a six-nonth
extension until June 30 2002 for the banking institutions to conply with
Section 14 of the Banking and Financial Institutions Act 1989 (Bafia) in
having a mnimum capitalisation of RV2 billion

Bank Negara said in a statenent that banking institutions that had not
achi eved the mninumcapitalisation by Decenber 31 2001 would be in
contravention of Section 14.

However, to ensure that there is no disruption to banking services and
to protect the interest of the public, the central bank granted the
ext ensi on peri od.

Bank Negara said as a result of a consolidation that has taken place in
t he Mal aysi an banki ng sector, 10 anchor banks have energed havi ng conplied
with all the requirenments of anchor bank status which include mninum
capitalisation, total asset size and other prudential requirenents.

"These achi evenents have increased the potential of the banking sector
to support the changi ng needs of our econony and to face the increasing
chal | enges of the environnent in which we are operating,"” the central bank
sai d.

It also said that the deadline inposed by negotiating partners in
respect of a nerger process should not be attributed to Bank Negara.
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