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PM Seek consensus on |slam c banking (HL)

Kamarul Yunus in Manama (Bahrai n)

MANAMA (Bahrain), Wed: Islamc countries should work together to seek a
consensus on Islanm c finance and banki ng as sonme doubts have been cast on
some Islam c instrunents, Datuk Seri Dr Mahathir Mhanmad says.

The Prime M nister said there had been sone doubts about whether Islamc
banki ng in Mal aysia and ot her countries really conformw th Islamc
principl es.

"Here we need to reach a consensus, anong the Islam c countries, as to
what is perm ssible and what is not. W should not be so restricted (as)
to make Islanmic banking fail altogether,” Dr Mahathir told a press
conference here.

Dr Mahathir said cl ose cooperation between Ml aysia and Bahrain on the
matter will be useful. "Both countries are involved in Islanm c banking."

Citing Mal aysia's experience, he said Islam c banking in the country has
gai ned wi de accept ance.

"W claimthat Ml aysia's experience is very good because |slanic
banki ng has been accepted by not only Mislins but non-Mislins as well.

"Even conpanies fromthe Wst borrow fromthe Islam c bank in Ml aysia.

"W have al so extended the practices to insurance, pawn-broking and
other financial activities," the Prime Mnister said at the end of his
two-day official visit to Bahrain, which he described as "successful ".

Al t hough Mal aysi a has only one Islanic bank - Bank |slam Mal aysia Bhd -
49 financial institutions have been offering interest-free banking schenes
i ntroduced in 1993.

Accordi ng to Bank Negara, total deposits nobilised under |slam c banking
rose 47.5 per cent |last year to RM7.3 billion while financing increased by
75.9 per cent to RVMb. 1 billion.

Mal aysia is in the final stages of establishing the Syariah Advisory
Council which will act as the sole authority to advi se Bank Negara on
I sl ami ¢ banking and finance. The council will include two foreign experts
on Islam

But while Islamc banking in Ml aysia has been met with acceptance, it
is being criticised el sewhere, especially in Wst Asia, according to
reports. Late last nonth, for exanple, Islamc banks in Egypt were accused
by the press of "hypocricy" for taking advantage of people's religious
conviction to amass weal th

During a dial ogue with bankers earlier, Dr Mahathir said Mal aysia stil
needs to protect its financial sector fromforeign conpetition.

"We fear that if very big banks |like those in Europe, Japan and the US
have (unrestricted) access to our financial market, they woul d overwhel m
or swal | ow up our banks," he said when asked to explain Ml aysia's
pol i ci es.

Mal aysi a needs time to adapt and gradually open up the financial market
to foreign players in conpliance with the World Trade Organi sation (WO
conm tments, he added.

He said the Mal aysian financial sector is currently undergoing a
consol i dati on where banks will nerge to becone big enough to conpete with
the |l arge forei gn banks.

"The WIO advi ses us to open up the financial nmarket but we are not ready
for it. However, there can be reciprocal arrangenents... (for exanple) we
set up a bank in Bahrain and Bahrain in turn open one in Mlaysia," he
added.



Dr Mahat hir, who al so chaired a di al ogue between Ml aysi an busi nessnen
and Bahrain's chanber of commerce, said Malaysia will assist Bahrain to
devel op nore joint ventures and investnments in the country.

The Governnment will ook into probl ens and suggestions voiced by the
Bahr ai ni busi ness comunity with a view to enhancing cl oser cooperation
not only bilaterally, but also with the Gulf region as a whole.

"W have to adnmit that we have been neglecting countries in the Gulf
region. It is time for us to forge closer relations with countries in this
regi on, including Bahrain," he added.

Dr Mahathir said there are vast opportunities for Bahraini and Ml aysi an
busi nessnen to go into joint ventures and to expand trade.

"Ml aysi a can be a gateway for Bahrain to South-East Asia, while Bahrain
can be a gateway for Ml aysia to West Asia as well as the Conmonweal t h of
| ndependent States," he added.

Besi des trade Mal aysi a and Bahrain can work together in other fields,

i ncl udi ng finance and manuf act uri ng.

"Mal aysi a has been investing in other countries of |ate although we have
not really been a nmmjor exporting country. There are certain areas in
whi ch we are strong, such as in nanufacturing.

"Initially we would like to test the market, to see how wel | -accept ed
Mal aysi an products are, and if they are accepted and the market is |arge
enough, we woul d consi der devel opi ng nmanufacturing industries in the area.

"One thing that has to be remenbered is that nobst of the countries in
the Gulf are short of workers. Industries suitable in this area are
therefore technol ogy or capital intensive. So, it requires very careful
exam nati on.

"But there may be a possibility of manufacturing certain parts here or
el sewhere in the Gulf which can then be exported to Malaysia to be
processed into final products,” he said.

( END)



	PM: Seek consensus on Islamic banking (HL) (NST 10/04/1997)

