21/ 07/ 1999
Bahrai n eyes Mal aysi a as i nvestnent partner

Ei r mal asar e Bani

BAHRAI N s new Cabi net was sworn in on June 2 with a pl edge to encourage
the country's private sector into spearheadingits econom c devel opnment
programes, particularly through i nvestnents in oil explorations.

So barely two weeks after becom ng Bahrain's Fi nance and Nati onal

Econony M nister, M Abdulla Hassan Saif was in Mal aysia recently in an
attenpt to attract as nuch foreigninvestnents to Bahrain as possible.
Bahrain faces a tough challenge inits economic reforns follow ng a
sharp decline in state revenues fromexports of refined petrol eumdue to
currently depressed pri ces.

Economic growth of 3.1 per cent in 1997 was said to have turned into
negative growh of 2.7 per cent |ast year, while gross donestic product
dropped fromUS$5. 3 billion (US$1 = RV3.80) in 1997 to US$5.1 billion | ast
year when oil prices coll apsed.

Bahrain Prinme M ni ster Shei kh Khalifa bin Sal man Al Khal i fa had pl edged
that the new Cabinet will adopt adequate | egi sl ati ons and regul ations to
step up investnents and stimul ate new proj ects i npl enent ati on.

The Cabinet's new programme will al so include, anpbng others,

di versi fyi ng sources of state revenues by encouragi ng oil exploration and
promoting foreign investnents in the sector.

"Qur new Governnent is now |l ooking forward to the next stage of our
econom ¢ devel opnent. We face a highly conpetitive world econony,
characterised by rapid technol ogi cal devel opnent and gl obal i sati on.

"I'n this context, we see the inportance of foreign investnents for our
own econony and for other econom es still undergoi ng devel oprent, " Abdul | a
sai d when he was in Kuala Lunpur recently.

He was acconpani ed by a group of del egates including the Fi nance and

Nat i onal Economy M ni stry assi stant undersecretary for Econom ¢ Rel ati ons
Dr Zakaria Ahmed Hejres, its director of Economi c Rel ati ons Mohamed Al i
Tal i b, Bahrain St ock Exchange/ Econoni ¢ Pl anni ng di rector Sh. Ahned
Mohammed Al Khalifa and mnister's secretary Abdulla Al binali.

Abdul I a, who is al so Bahrain Central Bank chief, said his country is

| ooki ng at Mal aysi a as one of its potential investnment partners "w th whom
we can cooperate for mutual advantage".

"I renmenber with great pleasure the visit of Ml aysian Prime M nister

Dat uk Seri Dr Mahat hir Mohamad t o Bahrai n when he so graci ously accept ed
aninvitation to address the annual Gulf Econom ¢ Forum and the vision he
so eloquently outlined at that tinme," he said.

Dr Mahathir made an official three-day visit to Bahrain in April 1997,
during which tine he delivered a keynote address at the Gul f Economic
Forum

The forumdi scussed, anbng others, the econom c reforms, capital markets
and attenpts to diversify the oil-reliant econonies of the QGulf
Cooperation Council (GCC).

The GCC countries - Bahrain, Kuwait, Oran, Qatar, Saudi Arabia and the
United Arab Emirates - produce about 18 per cent of the world's crude oil
and oil exports nmake up nore than two-thirds of their incone.

Abdul l a al so said Bahrain is keen to attract foreign direct investnent

to support its privatisation programe and other initiatives for

i ndustrial devel opnment.

This is done by offering an attractive range of policies to foreign

i nvestors including 100 per cent foreign ownership, freedomof capital



movenent, lowinterest rates, lowinflation and no personal incone taxes.
Currently, there are no bilateral investnents between Ml aysi a and
Bahr ai n.

To speed up bilateral investnents between Mal aysi a and Bahrai n, the two
countries recently signed several agreenents wi th Bahrain, includingon
t he Avoi dance of Doubl e Taxation and the Prevention of Fi scal Evasion.
They al so si gned an | nvest nent Guar ant ee Agreenent (1 GA) to expand and
deepen econoni ¢ and i ndustrial cooperation between both two countries.
The agreenment hopes to provide a framework to stinulate the flow of

i nvestment s between the two countries.

The IGAw || also serve as a notivator for the private sector to | ook
for investnment opportunities in each other's countries. It will facilitate
Bahrai n i nvestors noves to expl ore i nvestment opportunities in Mlaysia,
particularly in the downstreampetrol eumprocessi ng sector.

"The IGAw Il al so encourage Mal aysi an conpanies to participate in

busi ness opportunities in Bahrain especially in the devel opnent of
infrastructure projects,"” Abdulla said.

Under the | GA, investnents nmade by investors of both countries are
protected and shall receive treatnment whichis fair and equitable, not

| ess favourabl e than that accorded to i nvestments made by investors of any
third country.

The agreenent will al so provide certainties on matters that include
expropriation and nationalisation, repatriation of profitsinterns of
free transfer of incone accruing to investnents and settlenment of

i nvest ment di sputes through the International Centre for Settl enent of

I nvest nent Di sputes.

On anot her devel opnent, Mal aysi a and Bahrai n have agreed to intensify
cooperations in |Islamc banking and finance.

Bahrain is currently a leading financial centre inthe Gulf region. Its
presence i n Mal aysi a began when Ari g Rei nsurance Conpany, one of the top
73 reinsurers in the world, opened its East Asian regional office in
Labuan this year.

To date, there are about 180 financial institutions and nore than 100

i nsurance conpani es operating in Bahrain.

As Bahrain is an inportant financial centrein the Gulf and the Arab
region, it plays a role in re-channeling sone of the capital fromthe Arab
and Qulf states in the Islam c and traditional banking.

Encour agi ng t he novenment of capital between both countries, he said
Bahrain will soon see the establishnment of a US$1.5-billion Islanmic fund
ininfrastructure devel opnent and hopes Mal aysi a, bei ng a nenber of the
I sl ami ¢ Devel opnent Bank, will utilise this fund.

O her areas of cooperation between both countries include tourism air
traffic, religion and culture.

In an effort to boost touri smbetween both countries, Abdulla said a

di al ogue i s underway to increase flight frequencies of the respective
national carriers - Malaysia Airlines and Gul f Air.

Bi | ateral trade between Mal aysi a and Bahrain | ast year stood at RM210. 3
mllionin favour of Mal aysia. Malaysia's exports to Bahrain reached
RML32.7 million |last year, the bulk of it being palmoil, wood products,
furniture, veneers, plywood, paper and paper products.

The country's i nports fromBahrai n ambunted to RW7.6 nmillion, involving
alum nium iron ore and concentrates, manufactured base netal and articl es
of plastics.

Total trade between Mal aysi a and Bahrai n bet ween January and April stood
at RW1.6 million.

Mal aysi a's exports to Bahrain for the first four nonths of this year
stood at RMR7.5 million while inports RM4.1 mllion.
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