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OCBC sees bright future for products

Jenni fer Jacobs
| SLAM C banki ng is gaining universal appeal as non-Mislins are attracted
to the concept of profit-sharing as opposed to fixed interest rates.

OCBC Bank (Mal aysia) Bhd, which has a predom nantly non-Misli m cust omner
base, introduced Islam c banking services in the mddle of 1995, and as
its senior executive vice-president and chief executive officer Datuk
Al bert Yeoh Beow Tit pointed out, the products have taken off quite well.

"Qur customers are attracted to the value-for-noney concept. Islamc
banki ng depository and investnment products are based on a profit-sharing
concept where the custonmers are actually investors while the bank acts as
an entrepreneur.

"The customers would then be able to share the profits arising from
i nvestment returns and busi nesses announced from I sl am ¢ banki ng busi ness
activities." This, he said, neans variable dividends that will be
announced fromtine to tine, as opposed to fixed interest rates.

The Islam c financing products, he said, are based on a "~buy and sell
concept .

"The bank's sales price and the instalnents are fixed throughout the
financing tenure and not tied to the fluctuation of the base lending rate
(BLR). This will assist custonmers in managing their annual expenses.

"Even though the sale price is fixed, custoners stand to enjoy a rebate
whenever they settle their outstanding amount earlier than the contract
term" he added.

Yeoh said in contrast, for conventional depository products, the
interest rate will be indicated to custonmers at the point of placenent.

The interest rates quoted are basically tied to the novenent of the BLR
"For exanple, for fixed deposits, the interest rates will be nade known on
the receipt at the tinme of placenent.

"So, the bank will only pay the custonmer the contracted rate as printed
on the recei pt even though the bank managed to gain higher profits.™

As for conventional |oan products, Yeoh said they are closely tied to
t he nmovenment of the BLR Currently, the BLR rate is | ow

"However, custoners cannot avoid the risk of a higher BLR in the near
future. This was the case in 1998 when | ending rates shot up between 14
per cent and 15 per cent per annum Due to the drastic increase in
interest rates, custonmers only nmanaged to service their interest rates
whil e the principal anount renmai ned unchanged,” he said.

How has the popul arity of such products grown in a predom nantly Chi nese
bank?

"Basically, through the tireless efforts of the Islam c banking division
intraining the staff, especially the non-Mislins, to understand and
mar ket |slam c banking products to their custoners,” said Yeoh

"Cenerally, the concept of profit-sharing offered in deposit and
i nvest ment products and the concept of buying and selling at a fixed rate
for the bank's financing products have attracted many non- Muslim custoners
to OCBC s Islam c banking products,” he said.

To date, there are 14 products offered by OCBC that include deposits,

i nvestments and financi ng, which command sonme 32 per cent of the tota
I sl am ¢ banki ng products available in the |ocal market.

Yeoh said he sees a bright future for these and simlar products in
years to cone.

"Bank Negara Mal aysia has provided all the necessary support and inpetus



inrelation to the framework on the Syariah Advisory Council, |ega
framework and infrastructure to facilitate the rapid growth of the Islanmc
banki ng sector as envi saged under the Financial Sector Masterplan 2001

"To ensure the continuous expansion of the Islam c banking industry,
Bank Negara has set a target for financial institution offering Islamc
banking - that it should constitute 20 per cent of their respective
portfolios by 2010," he said.

Yeoh said the rapid devel opnent of Islamc banking in Ml aysia has nmade
it a centre of |learning and research for Islamc banking products and
servi ces.

"In addition, our |ocal experts in the devel opnent of Islam c banking
and takaful products have been invited to present papers at seminars held
in several foreign countries.™

This, he said, indicates that Ml aysia has beconme an Islamc financial
centre in the region.

He added that |ast nonth, Ml aysia was picked to host the Secretariat
for the Islam c Financial Services Board (IFSB), which represents anot her
i mportant milestone in Islamc financial cooperation

"As nentioned by our Prime Mnister (Datuk Seri Dr Mhathir Mhanad) in
his keynote address, the establishnment of the IFSB as the gl obal standard-
setting authority for Islamic financial services will serve to enhance the
devel opnent of Islamc financial products for the benefit of the people,"”
Yeoh sai d.

He added that the IFSB, which is represented by a council of governors
of the central banks and nonetary authorities of Bahrain, |Indonesia, Iran
Kuwai t, N geria, Pakistan, Qatar, Saudi Arabia and Malaysia, wll becone
the pre-enm nent global authority responsible for international Islamc
financi al services.
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