03 NOV 2002
Mahat hi r-d obal i sati on
STABI LI TY I N FI NANCI AL MARKET KEY TO A FAI R GLOBALI SATI QN, SAYS PM

KUALA LUMPUR, Nov 3 (Bernama) -- Stability in the financial market wl|
be the key to a gl obalisation and Iiberalisation process which will benefit
everyone, Datuk Seri Dr Mahat hir Mohamad sai d t oday.

"We would i ke to trade nore, open up nmarkets and enj oy the hi gher
i nconmes and i ncreased wel fare that gl obalisationis supposed to deliver.
Stability in the financial market is essential for this to be achieved," he
sai d.

He said an international financial systemthat was fair and rewar ded
hard wor k was needed rat her than specul ative activities that took advant age
of the weak and ill-infornmed.

"Speculation is really not business. It is a kind of ganbling. It
becones worse when, in an effort to ensure high returns, manipul ative
neasures are utilised," he said at the i nauguration of the Islanic
Fi nanci al Services Board (| SFB).

A well-adm nistered Islam c financial systemwould create a better
soci al order while increasing the wealth of everyone, he said.

He sai d | sl am c banki ng principles required financial transactions to
be supported by genui ne trade or business-related activities.

As such, financing for non-trade activities such as currency
specul ation, derivatives and ot her unproductive fi nanci al mani pul ati ons
wer e excl uded, he said.

Dr Mahathir said the basic tenets of |slam c banking prescribed a
financial systemthat rewards productivity.

He al so said that the Islam c financial systemwas fundanental |y based
on t he absol ute proscription or prohibition of the paynent or receipt of
any predeterm ned, guaranteed rate of return, whichin effect prohibited
t he concept of interest (usury).

The ot her prohibition was on excessive profits or profiteering through
unprinci pl ed mani pul ati on of prices or supplies, he said.

Dr Mahathir also said that there was a need to devel op an i nternati onal
financial reginme that pronotes nore bal anced growt h, including greater
equity in the distribution of income, |ess disruptive capital flows and
relatively nore stable financial market.

However, the progress in the international financial reforns till now
had been mainly focused on initiatives to encourage the devel opi ng
countries to adopt international standards and codes, enhance transparency
and di scl osure of information and pronote greater private sector
i nvol vement in crisis resolution, he said.

Dr Mahathir said that more inportantly, the private sector, including
t he hedge funds, must be nmore transparent.

Recent history had shown t hat hedge funds and corporate Anerica could
stray far fromethical paths, he said.

"Unl ess sonething is done, nore of the newly nerged corporate entities
are going to fall, draggi ng down wi th t hemot her narket players," he added.
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