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M SIA READY TO | MPLEMENT USE OF GOLD IN TRADE SETTLEMENT

KUALA LUMPUR, July 1 (Bernama) -- Malaysia is ready to initiate the
i mpl enentation of the use of gold in trade settlenent, Second Finance
M ni ster Datuk Jamaludin Jarjis, said here today.

He said that Bank Negara Ml aysia has fornulated a nmechani sm for the
settlenent of international trade using gold under the gold-based Bilatera
Paynents Agreenent (BPA)

"Qur BPA has been in operation since 1988 and to-date, 31 BPAs have
been signed with a credit limt of almst US$1 billion (RVM3.8 billion)," he
said in his closing renmarks on "The Use OF Gold Dinar As An Alternative To
I nternational Currency Convention," here today.

Jamal udin said that the BPA could be used as a platformto |aunch the
use of gold as a net settlenment nmechanismin further pronoting bilateral
trade.

"We are convinced that the gol d-based BPA provides the first inportant
step towards the use of gold in international trade," he added

Jamal uddin said that there are two main reasons why gol d-based BPA is
important, firstly, it is part of a sound and prudential managenent
practice to diversify holdings of foreign exchange reserves.

Secondly, for countries that do not have |arge foreign exchange
reserves, using their gold reserves for settlenent on a net basis would
enable them to accelerate the expansion of their international trade as
well as widen their trade with nore countries

He al so assures that the use of gold, as a settlenment nechani smfor
BPA, would not affect traders since they will not have to trade in actua
gold but their net trade will be settled by their respective central banks
based on the price of gold.

Jamal udin al so stressed the view of Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad earlier today that gold is the best choice for
international trade as no country in the world could dictate gold prices
and thus it is free fromany country's influence on its val ue

"W are all aware of the risks of being too over-dependent on a
particul ar currency," he said.

Jamal udin said that the recent weakening of the US dollar agai nst many
currencies, particularly the euro, indicates the inportance to seek an
alternative neans of settlenment that could provide grater stability and
m ni m se exchange rate risks.

He noted that the dollar has depreciated by nore than 20 percent
against the euro since 2002, this nmeans nations holding the greenback has
been adversely affected due to the deval uation

Apart from being subjected to fluctuations, currencies are also
vul nerable to specul ation and nani pul ation |ike what happend during the
1997/ 98 Asian financial crisis, he said.

"These devel opnents shoul d gi ve us added i npetus and greater expediency
towards using the nore stable gold as an alternative in international trade
settlement," he said.

Gold is also a good store of value and has renmi ned stable over the
years and historically, gold has also proven to be a good hedge agai nst
inflation, he added. -- BERNAMA
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