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" Standardi se practices in Islanic banking

Ram an Sai d

| SLAM C banking can really take off if all Muslimcountries adopt standard
practices in banking and finance that are conpatible with Islam Datuk
Seri Dr Mahat hir Mphamad sai d.

The Prime Mnister said if Islamc banking was to be universally
accepted, including by non-Mislins, the practices nust be docunmented and
st andar di sed.

VWhile it was accepted that an |Islam c econom ¢ conmunity woul d be
difficult torealise, he said plans to make the international Islamc
dinar into a trade currency and national reserves was achievable. It could
al so be the beginning of a closer econonic co-operation anobng Muslim
countri es.

"Effectively the use of Islamic dinar will create an |Islamc trading
bl oc. Such a trading bloc will be a powerful voice in international
tradi ng regi nes and the shapi ng of the new international financial
architecture," he said when opening the 20th Al - Baraka synposi um f or
| sl ami ¢ Economi es in Kual a Lunpur yesterday.

The t hree-day synposiumis organi sed by the Dallah Al Baraka G oup,
whi ch i s headquartered in Jeddah.

Dr Mahathir said the proposed Islamc Financial Services Organisation
(I FSO woul d hel p establish the standards and practices of Islamc
banki ng.

"Consi dering the huge anounts of noney held by the Muslimcountries and
their being deposited outside the Muslimworld where Islanm c banking is
not avail able and where they cannot earn interest, the loss to the Muslim
world is enornous."”

If funds and | slam c banks could be set up, he said Miuslimcountries
woul d not only earn fromthe investnents but the burden on poor Islamc
nati ons woul d be reduced

As efforts were being made towards the creation of an Islanic economc
comunity, the Prime M nister cautioned against rejecting the comerci al
banki ng practices of today.

He said this was because Miuslimnations would have to trade with the
rest of the world as individual countries, regional groups or as an
I slam c financial conmunity.

"Wth both systens existing, there will be a choice for everyone. W
have al ready found in Mal aysia a readi ness to accept Islamc banking if it
suits the needs of businesses.

"I't would be a m stake to suddenly change to |slam c banking. All
changes are disruptive. Sudden and conpl ete change even for the good of
all is nmost disruptive."

Dr Mahathir said as Muslimcountries tal k about banking and trade and
econony, they also have to learn howto deal with the information age and
to make use of technology and its applications.

The Prime Mnister said it would be useful for Islanic countries to
evol ve a system of exchange rates that woul d enhance trade between them
and to devise a paynment system not dependent on the US dollar.

For exanple, he said, Ml aysia had introduced the Bilateral Payments
Arrangenent under which total trade between two countries is conputed over
a fixed period of tinme and only the bal ance between the total val ue of
exports and inmports is paid in an agreed currency.

"Since the introduction of these BPAs, our trade with these countries



has increased by nore than 400 per cent over a few years. Malaysia is
willing to enter into such trade arrangenents with other Islamc
countries.”

Mal aysi a has signed BPAs with 24 countries, one-third of themlslanic
nations, he said.

Dr Mahathir said Mal aysia hopes IFSOwi |l be based in Kuala Lunpur.
Bahrain has also offered to host it, "but | have spoken to the Bahrain
Prime Mnister and he told ne that he supports the proposal for IFSOto be
based i n Kual a Lunpur.”

The Organisation of Islam c Conference is expected to decide on the
| ocati on soon, he said.



	`Standardise practices in Islamic banking' (NST 26/06/2001)

