24/ 10/ 2002
KL agrees to form secretariat on gold dinar for trade

Kamar ul Yunus

MALAYSI A, the main proponent of using the gold dinar for trade settlenent,
has agreed in principle to set up a secretariat to oversee the

i npl enent ati on of the project.

Prime Mnister Datuk Seri Dr Mahathir Mhanmad said he will informthe
Cabinet to seek approval for the setting up of the secretariat.

"I will tell the Cabinet and if they (the Cabinet) agree, we wll ask
Bank Negara Mal aysia to set up such a secretariat. They will then inform
countries that are interested to use the gold dinar,"” he told reporters
after closing a two-day sem nar on gold dinar in Kuala Lunpur yesterday.

He was asked about a suggestion by Iran's central bank vice governor
Bijan Latif who proposed the setting up of the secretariat in Mlaysia.

At a dialogue in conjunction with the closing cerenony, Bijan said the
secretariat can be a useful means to pronote the use of gold dinar in
trade settlement anong |slam c countries.

"The secretariat will play the role to explain the concept of using the
gold dinar in trade settlenment,"” he said.

On the standard value for the proposed gold dinar, Dr Mahathir said it
has yet to be determ ned, but stressed that it will be based on the
current market val ue.

For countries that value their reserves in US dollar, he said, the price
of gold would be set in US dollars. The current market price for gold is
about US$10, 000 (US$1 = RMB. 80) per kg, or US$10 nillion per tonne.

Gol d dealers in London fixed a reconmended price of US$313.40 per troy
ounce at md-norning yesterday, up from US$312. 70 on Tuesday

Earlier in his speech, Dr Mahathir said a pair of good trading countries
with fairly well-bal anced trade should initiate the use of the gold dinar
for global trade rather than starting with too many countries.

"We should not be too anbitious to |aunch the gold dinar for
multilateral trade at one go.

"Probl ens that arise can be resolved and the systeminproved (and) after
t he bugs have been got rid off, trade using the dinar can be expanded
gradually to involve nore countries," he said.

He stressed that the gold dinar is exclusively for international trade.

"It is not intended to use the gold dinar as currency for everyday
transactions in the donestic narket," he said.

On Tuesday, Special Econonmic Adviser to the Prime Mnister Tan Sri Nor
Mohamed Yakcop urged central banks in Organisation of Islamc Conference
to consider gold dinar as the instrunment in their respective BPAs as the
first step to facilitate trade

However, Nor Mhamed warned devel opi ng nati ons agai nst inplenenting the
gol d di nar mechani smin haste.

"It would not be a wise attenpt to change, with one stroke, the existing
nmonet ary and financial system

"We can and shoul d, however, start small and nove forward step by step
on an increnental basis,"” he said.

Nor Mohamed said there would not be any problemfor devel opi ng
countries, especially Ml aysia, to introduce the gold dinar paynent
mechani smas the infrastructure is already in place through existing BPAs.

Mal aysi a, for instance, has signed BPAs with nore than 20 countries
since it first signed such arrangenent with Iran in 1988.

Nor Mbhamed was presenting his working paper on the role of central



banks in the inplenentation of gold dinar proposal.
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