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Mal aysi a's |slam ¢ banking, financial systema rol e nodel

MALAYSI A has the nobst successful |slamc banking and financial system a
fact recogni sed by other Muslimcountries which often seek its advice on
the matter, said Datuk Seri Dr Mahat hir Mhanad.

The Prime M nister said Mal aysi a had recei ved many del egati ons wanti ng
to l earn about the country's Islam c banking systemas well as requests
for technical assistance to establish a simlar set-up in their countries.

Repl ying to Abdul Ham d Abdul Rahman (BN-Sg Benut), Dr Mahathir, who is
al so Finance M nister, said Mal aysia hoped it could play a bigger role in
pronoting |slanm ¢ banking and finance, besides spearheading efforts to
devel op a common fund anong | sl am c countri es.

He said Mal aysia had also offered to host the International Financia
Services Organisation, a nove in tandemwith the newrole to be played by
t he country.

To Abdul Hamid's query on Islam c dinar, Dr Mahathir said the proposa
for an Islamc currency was nooted to reduce dependence on the US dollar.

Citing Mal aysia as an exanple, he said 80 per cent of the country's
trade paynents was made in US dollars, adding the greenback gai ned added
strength due to demand for the currency.

"However, if we can have an |Islamic currency which is pegged to gold, it
can facilitate trade with Muslimcountries or non-Mislimnations agreeabl e
to the arrangenent.

"The matter is being studied and we will hold a semi nar involving Miuslim
countries and banks on how an Islam c dinar can be inplenented and its
role in trade, especially anong Islamc countries."

Husam Musa (Pas- Kubang Kerian) wanted to know why ot her aspects of
I slamic jurispudence, like crimnal |aw, was not adopted by the Governnent
when | sl ani ¢ banki ng had been proven successful.

He al so queried whet her Petronas would be the first agency to dermand
foreign buyers that paynents for its oil be made in gold.

Dr Mahathir said the Governnent did not reject or neglect Islanmic | aws
unlike Pas with its unlslamc practices, such as |abelling other Mislins
as infidels.

"Islamallows flexibility and does not teach its followers to inplenent
things in haste and which can | ead to chaos.

"That's why the Governnent and Umo exercise caution in inplenenting
Islam c | aws because there are quarters who want to politicise it and
cause chaos.”

On Petronas accepting gold as paynments, Dr Mahathir said at the nonent,
no one was willing to adopt such an arrangenent.

"But if buyers are willing, we will accept."

To the original question from Abdul Hamid, Dr Mahathir said Ml aysia
aspired to energe as the region's Islamc financial centre.

He said an |slam c banki ng systemand Takaful insurance recognised as a
nmodel by O C countries were already in place.

To further pronote the country as the region's Islamc financial centre,
he sai d various neasures had and woul d be taken

These i ncl uded devel opi ng Labuan into a reputable Islamc offshore
financial centre, organising international conferences and seninars on
I slami ¢ finance and banki ng, and providing technical assistance and
expertise on the matter to countries |like Indonesia, Brunei, Singapore,
Bangl adesh and sone M ddl e East countri es.



Dr Mahathir also said the country's econony was now sound and
conmpetitive conpared to the situation during the 1997 financial crisis.

This, he said, was because of its strong fundanentals |ike high
reserves, low short-termdebts and a strong banki ng system

As of last nmonth, Dr Mahathir said the reserves were capabl e of
sustaining 3.9 nonths of retained inports while the short-termliabilities
constituted only 10.6 per cent of total debts and 17.7 per cent of the
reserves.

Dr Mahathir said the country's risk weighted capital ratio stood at 12.1
per cent while non-perform ng | oans were capped at 7.4 per cent.

"The current slowdown cannot be conpared to the 1997 financial crisis
whi ch affected certain countries only and precipitated by roque currency
traders taking advant age of weaknesses in the international financial
system

"But the current slowdown is cyclical and affecting countries which
depend |l argely on exports of electronic products," he said when replying
to Datuk Mustafa Ali (Pas-Dungun).

Due to the US sl owdown, he said Mal aysia's exports grew at only 0.2 per
cent for the first five nonths conpared to 19.3 in the correspondi ng
period | ast year.

Exports of electronic and el ectrical products, he said, registered a
decrease of 1.9 per cent conpared to a growth of 20.7 per cent |ast year.
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