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DR M VOLKSWAGEN CAN TAKE A STAKE | N PROTON

By: M Saraswat hi
KUALA LUMPUR, June 8 (Bernama) -- Renowned Gernan auto maker,
Vol kswagen AG can can buy a stake in the national car nmaker, Proton
Hol dings Bhd if there is soneone keen to sell their equity, Proton adviser,
Tun Dr Mahat hir Mohamad sai d today.

"1 think Vol kswagen can buy a share of Proton. They (the shares) are in
the market and if sonme people who are holding the Proton shares are keen to
sell, we have no problemw th Vol kswagen buyi ng shares in Proton,"” he said.

He, however, did not elaborate on this.

Dr Mahat hir was speaking to reporters here after |aunching Proton's new
edition, the 1.2 litre Savvy hatchback, which has an on-the-road price of
bet ween RMA0, 000 and RVA43, 000.

Last year, Proton entered into a strategic alliance with Vol kswagen AG

Asked on the devel opnent of the strategic alliance, he said that there
were |ots of details that had to be worked out before the tie-up between
Prot on and Vol kswagen crystallizes.

"They are in the process of discussing at the noment. W will reach
there very soon," he said.

He al so said that Proton's |Indonesian car assenbly plant, which is
| ocated near Jakarta will begin operations by this nonth. The | ndonesi an
plant is a joint venture between Proton and Tracoma Hol di ngs Bhd.

The plant has the capacity of producing 50,000 units a year but at an
initial stage the production will be 8,000 units per year. The plant will
produce the conmpact Gen.2 and Wra nodel s.

To a question on how Proton would stand up amd stiffer conpetition as
nmore Japanese cars are expected to cone in once the Japan- Mal aysi a Free
Trade Agreenent (FTA) is concluded, Dr Mahathir said Proton would have to
| earn how to conpete.

"But if you tie down Proton to devel oping | ocal vendors and buyi ng
| ocal contents and all that, of course we will face difficulties because
the | ocal conponents are nmuch nore expensive

"If we can source sone conponents from abroad, then we will be in the
same footing as the inported cars,” he said.

Asked on the need for Proton to have between 60 and 70 percent | ocal
content to enable it to get national car status, he said, "If you want the
national car and give it the job of devel oping the |local industry, and at
the sane tine you ask themto conpete with cars which does not have that
ki nd of responsibility. that is not fair. That's what | am saying."

Meanwhi l e, Proton's chief executive officer, Tengku Mahal eel Ariff said
besi des the Savvy, Proton will |launch two nore new nodels in the current
financial year ending March 31, 2006

As for Savvy, he said Proton will produce 2,000 units per nonth.

Tengku Mahal eel said that there were plans to export Savvy to the
regi onal and gl obal markets, but it would depend on donestic demand and
capacity.

Meanwhi | e, Dr Mahathir said Proton has to work harder to expand into
foreign markets, but added that it would not be an easy task to penetrate
t hem

"You must renenber that many brands coning to Mal aysia were not having
an easy tinme either.

"So, you have to be a litte bit patient with Proton. In tinme (to cone),
we will be able to export nore,"” he said in response to a question on what



his advice was for Proton to inprove its export narket.

On why Savvy was not using the Canpro engi ne produced by Proton, he
said Canpro was not producing the size of engine that Savvy uses.

"So, we have to outsource. This is not sonething new. Mst other
conmpani es al so outsource. It is one of the ways used by all industries,” he
sai d. -- BERNAMA
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