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TI ME

Thank you for inviting me to officiate at this
International Islamc Capital Mrket Conference and to
officially launch the Islamc Capital Mrket Wek, an
event which is jointly organised by the Securities
Conmi ssion and the Asian Strategy and Leadership
Institute. Let nme also say a warm wel cone to the many
forei gn speakers and participants at this conference.

I hope you will find time to see and experience for
yoursel f the peace, stability and prosperity of

mul tiracial Ml aysia. By the tine you | eave Ml aysi a,

| hope that you will be convinced that the only things
that we would like to [aunch fromthe Ml aysi an
“launching pad' are new and nore innovative financial
products to whet the increasing appetite of fell ow
Muslinms for nore Syari'ah conpliant financial
instruments.

2. The Ml aysi an econony is private sector-driven and
has been so all along. The governnent sees itself as a
facilitator, providing the necessary policies,
structures and framework to ensure that the private
sector can continue to effectively play its role as the
mai n engi ne of growh. This fornula has worked well for
us, in good tinmes and in bad tines. This is because
both the governnent and the private sector as

st akehol ders in all economc enterprises have interests
that are closely aligned.

3. The nature and extent of the governnent's role as
facilitator of economic growh will change fromtine to
time - difficult tines call for a nore proactive role
in the nobilisation of funds and stinulation of
econom c activities while good tines allow us to create
a healthy climate for investnent and economic activity,
ensure good housekeepi ng and col | ect our dividends.

The Covernnent considers itself as a substantial
sharehol der in all businesses because 28 percent of the
profit belongs to the Governnent.

4. W therefore nmake no apol ogi es for our business-
friendly policy. The governnent is conmtted to
ensuring that the market for capital, which is the fue
that drives the private sector engine of grow h,



continues to be devel oped and strengthened so that it
can continue to effectively nobilise funds to neet the
i ncreasingly huge financing needs of the private
sector.

5. Let nme make it clear that Malaysia is a Mislim
country, perhaps even a nodel Mislimcountry. Qur
econony has grown fromstrength to strength, fromthe
day of our independence al nost forty-five years ago.
From being reliant on tin and rubber we have now a

di versified econom c base and we are the 18th | argest
trading nation in the world.

6. Qur financial and capital market has also grown in
parallel with the growth of the econonmy. The Ml aysi an
capital market which took a beating in 1998 is today
back at relatively nore reasonabl e and sust ai nabl e
levels. Wth a 2.4 per cent gain over the year, the KL
Conposite Index (KLCl) is a bright spot conpared to a
drop of six per cent for the Dow Jones, 23.5 per cent
for the N kkei and 24.3 per cent in the Hang Seng.
Contrary to the expectation of many, GDP growth for
2001 remained in positive territory.

7. Qur Islamc capital market has grown from strength
to strength, conplenenting and benefiting fromthe
infrastructure within the conventional capital market,
and providing a vital third conponent to Islamc
banki ng and Takaf ul

8. In recent years, the Islanm c capital market has
contributed significantly to the broadening and
deepening of the Islamc financial sector. Since al npst
a decade ago when the first Islamc Private Debt
Securities were issued, the Islamc capital market has
devel oped a wi de range of equity products, debt
securities and managed funds.

9. Supporting institutions and structures have al so
been devel oped. W have a core of specialist Islanmc
financial institutions as well as conventiona

financial institutions that offer Islam c financial
products and services. The governnent, through the
Securities Conmm ssion and Bank Negara Ml aysi a, ensures
by way of supervision and nonitoring, that the
activities carried out are not in conflict with the
tenets of the Syari'ah

10. W have successfully replicated our earlier
successes with Islam c Banking and Takaful in the newer
area of Islamc capital market. Today, approximately
three quarters of the stocks on the KLSE are Syari'ah
compliant, with the KLSE Syari'ah I ndex or KLSI index
provi ding a benchmark for the perfornmance of the

Syari' ah-approved securities. There has al so been a
steady increase in the percentage of Islamc debt
securities relative to total debt securities in terns



of the value of funds raised. Many | arge donestic
conpani es are seeking financing through the issue of
long-termIslamc papers. Islamc financing has al so
started to provide noney for the venture capita

i ndustry, turning innovative ideas into businesses.

11. While Islamc unit trust currently fornms only a
small portion of the entire unit trust industry, | am
confident that this sector will growin parallel wth
the growth of the entire unit trust industry. Wth the
i ncreasing prosperity of our people and the relative
success of the government's affirmative actions,
coupled with savings averagi ng al nost 33 per cent, we
expect the unit trust industry, including the Islamc
unit trust industry to see rapid growh in the years
ahead.

12. Indeed we expect the Islamc capital market to
nobi | i se nore donestic and institutional funds to
finance our economic activities. After all there is a

| arge pool of Islamc funds being nobilised by the

I sl am ¢ banki ng sector, Takaful industry and vari ous
Musl i m savi ngs schemes such as the Pilgrins Fund Board.
Al three have been growing rapidly for the past five
years, and it is expected that given the size of the
assets and deposits held by these sectors, the
potential for strong growh of funds avail able for
investnment in the Islamc capital market is trenendous.

13. In the Islam c banking sector, deposits have grown
fromRW.9 billion in 1995 to RVM35.9 billion in 1999.

I would like to add here that although the USD is worth
3.8 Ringgit, in purchasing power terns the Ml aysian
Ringgit in Malaysia is equal to one USD in Anerica.
VWile total assets in the Islamc banking sector stood
at only 6.9 per cent of total banking assets in the
year 2000, the Islam c banking sector is targeted to
capture at |least 20 per cent of the banking market
share by year 2010.

14. Takaful assets account for a relatively | ow
percentage of the total assets of insurance funds, but
there is significant potential for increasing market
penetration, given that there is a low level of life

i nsurance penetration, especially anong the Mislim
popul ati on.

15. In the offshore market we have established an
International Ofshore Financial Centre to provide a
pl atform for banking and fund raising activities

denom nated in foreign currencies. The Labuan O fshore
Fi nanci al Services Authority (LOFSA) has identified

I slami ¢ financial services and products as a niche

ar ea.

16. W have | earnt many | essons fromthe Asian
currency crisis. W learnt about the greed of currency



traders; we |learnt about the fickleness of portfolio
flows; we learnt about the "credibility and

prof essi onal i sm' of the so-called anal ysts and econonic
experts - cheering an econony one day and blowing it to
sm thereens the next day, basing their comrents usually
on tendentious nedia reports, having al nost never
visited or studied in depth the situation on the

gr ound.

17. Most inportantly, we |earnt about the pains that
unfettered gl obalisation and unchecked |iberalisation
can inflict on devel opi ng econom es. W | earnt about

t he i nportance of equi pping oursel ves, our
institutions, our enterprises and i ndeed our econony
wi th the know edge and the skills and the intrinsic
strengths to cope with the tidal wave of globalisation
We | earnt that for devel opi ng econom es, politica
sovereignty w thout econom c sovereignty cannot ensure
true i ndependence for our nation. The peopl e who
concei ved globalisation did not do it for charity.
They had and they still have their own acquisitive
interest at heart. This fact we have al ways borne in
m nd.

18. In this regard we in Ml aysia are determned to
ensure that we put the | essons that we have | earnt
especially fromthe currency mani pul ati ons to good use.

19. On the international front, Ml aysia together with
ot her devel opi ng econom es nust continue to demand a
nore equitable distribution of the fruits of

gl obal i sati on and a check on econom c bul |l yi ng
practices which are carried out in the nane of

gl obal i sation, free markets and portfolio flows. The
pressure tactics, the “green rooni approach, used at
WIO neeti ngs nust cease.

20. On the donmestic front, we have resolved to
strengt hen oursel ves, our institutions, our markets,
our internediaries and our investors so that we are
better prepared to face the ups and downs of the
econom ¢ cycle.

21. As we pursue all these neasures, it is inperative
that we ensure efficient and sufficient nobilisation of
funds at hone and abroad to support these increasingly
capital intensive economc activities. It is vita

that the capital market efficiently allocate avail able
funds to further generate growh and to ensure that we
are not overly reliant on foreign capital even as we
wel cone | ong-termforeign capital with open arnms. FD
is not always about bringing in capital. Mre often
the capital is borrowed locally and used to pay for

i nported machinery etc., resulting in an outfl ow of
capital rather than inflow If |ocal borrowi ng is not
all owed then the investnents may not be made. This
tal k about inflow of funds due to FDI need to be



clarified. W nust therefore ensure that our capita

mar ket, indeed our entire financial system are nmade
nore resilient and the supporting framework nore
robust, so that we can better absorb future shocks
arising froma yet to be regulated internationa
financial market. It is for this reason that just over
a year ago the governnent endorsed the Capital Market
Mast er pl an and the Financial Sector Masterplan
initiated and prepared by the Securities Comm ssion and
Bank Negara Ml aysia respectively.

22. The Capital Market Masterplan is a conprehensive
10-year plan which charts the strategic positioning and
future direction of the Ml aysian capital market for
the next 10 years. It seeks to ensure that the private
sector as the engine of economic growmh will continue
to be able to have all their financing needs net - wth
market institutions that are strong, resilient and
conpetitive; with intermedi ari es having hi gh standards
of professionalismand technical skills; a regulatory
framework that is strong yet facilitative and, nost
importantly, a sufficient array of products to neet
risk-reward profiles of issuers and the increasingly
sophi sti cated and deep- pocketed investors.

23. Wth respect to the Islamc capital market, the
Capital Market Masterplan has identified as a key

obj ective the establishment of a Ml aysi an
international Islamc capital market centre. In the
pursuit of these objectives, four key strategi es have
been identified, nanely: to facilitate the devel opnment
of a wide range of conpetitive products and rel ated
services; to create a viable narket for the effective
nmobi | i sation of Islam c funds; to ensure appropriate
and conprehensi ve accounting, tax and regul atory
framework; to enhance the val ue recognition of the
Mal aysi an | sl am c capital market internationally.

24. In the early stages of the Islam c financial

mar ket devel opnent, products offered in the
conventional financial market were eval uated, assessed
and where appropriate adapted to ensure confornmance
with the Syari'ah.

25. Wile the approach of imtation and adaptati on has
served us well in getting the Islamc capital market
started and in enabling it to leapfrog into the w der
financial system it is clear that this approach al one
is not sufficient for us to efficiently nobilise Mislim
funds and provide a sufficient array of instrunments for
i nvestors and issuers |ooking for Syari'ah conpliant
instruments. Neither does such an approach do justice
to the conpl eteness of Islamas a way of |life and the

ri chness of "“fiqgh-nmuanal at'.

26. Going forward, for the Islamc capital markets to
remai n conpetitive, attractive and innovative, we mnust



be able to introduce indigenous Islamc financial
products, products that nmeet the risk-reward profiles
of investors and issuers, fulfil all the tenets of the
Syari'ah while remaining sufficiently cost-effective
and conpetitive vis-...-vis conventional products. If we
are nerely to confine our product devel opnent efforts
to evaluation and adaptati on of products in
conventional markets, the Islam c capital market wll
have to play a perpetual catch-up gane with the
conventional financial system W wll also have to
continuously rely on the expertise within the
conventional market to take the Islamc capital market
forward. Failure to fulfil the demand for Syari'ah
conpliant instrunments, may well result in Mislins
returning to or relying totally on conventiona
products with the elenments of “riba'" and “gharar'.

I ndeed, we should see the devel opnment of a sufficient
array of Islamc financial products as "fardhu

ki fayah', since we have the intellect, strength and
skills to use for the benefit of the Mislimconmunity.

27. In Mal aysia, efforts to diversify Islamc
financial products have been quite successful. This is
no doubt the result of the relentless efforts of

I sl am ¢ scholars, practitioners and academ cs and
supported and facilitated by the governnent and

regul ators such as SC, KLSE, BNM and LOFSA. | am
particularly pleased with the active and conti nuous

i nvol venent of Syari'ah scholars (ulam) to ensure
conpliance with Syari'ah principles and standards.
Participation of and contribution from Syari'ah
scholars is indeed critical for the continued success
and further devel opnent of the Islam c capital market.

28. O course there are bound to be differences in

vi ews and opi ni on anmong scholars with respect to the
interpretation of the Syari'ah. This however shoul d not
be a cause for paralysis and an excuse for inaction
Rather it should be regarded as both a challenge and an
opportunity - a chall enge because differences in views
will call for deeper analysis and eval uation, and an
opportunity because it allows for the vigorous exercise
of “ijtihad" anong the scholars and the flexibility to
test new grounds.

29. To progress further, we need to | ook at the
possibility of noving towards some convergences of
Syari'ah interpretations. W need to give carefu
thought to the interpretations of the teachings of

I sl am and how they relate to today's and future
financial matters, while neeting the “nmaslahah' (public
interest) and “unum balwa' (common plight) of the
unmmah.

30. Towards this effort, the Quran and the Sunnah will
of course be our ultimate guide supported by the
application of "giyas' and "ijma ' taking through the



process of “ljtihad' . Islamis the nost conplete of
religions because it governs all aspects of life at al
times. In terns of trade and financial matters, there
is alot of guidance provided in the Quran and the
Hadith. Trying to recreate the conditions prevailing
during the lifetine of the Prophet ampunts to adm ssion
that Islamis only relevant to the society of that
period. This anmounts to degrading Islamas a religion
only suitable for the first century of the Hjrah or
the 7th century Masehi. Those who want us to return to
that period are really insulting the eternity and
universality of Islam

31. Whether we like it or not rapid advances in ICT
wi |l have a trenmendous inpact on all aspects of our
life - the way we live, the way we comuni cate, the way
we do business and indeed the way the entire market
operates. If we do not want to be left behind in the
race into the informati on age, we cannot isolate or

i nsul ate ourselves fromthe information revolution and
the technol ogy which is driving it. W nust nove with
the tide into the informati on age w thout being drowned
in the process. Never again nust we allow ourselves to
m ss the opportunities and need for keeping pace with

t he advanced countries as we did with the industrial
revol uti on.

32. Islamis not and has never been synonynous wth
conservati sm |slamdoes not call for rejection of
technol ogy or nodernity. Wiile the Islamic capita
market is all about conplying with Syariah principles,
we nust take advantage of progress in ICT for
efficiency, effectiveness and conpetitiveness of our
products and markets.

33. In the new gl obalised econony, ICT has the
potential to raise productivity, stinulate innovation

i n econom c organi sation and entrepreneurship, and
create and di ssem nate know edge and weal th. The
Islamic capital market will pay a heavy price if the
prof essi onal s and the policy makers involved do not use
I CT for our benefit.

34. In the capital market in particular, we need to
broaden on-line trading activities to keep up with the
new econony and increase the distribution channels and
transaction volunes. In this regard, | ampleased to
note that there have been efforts to establish Islamc
financial portals providing a wide spectrum of on-1line
service, including by several Ml aysi an-based

conpani es.

35. For economic prosperity to be widely shared, it

must be founded upon progress in the areas of research
and i nnovation and human and institutional capacity
buil ding. There is need therefore, to devel op clear and
conprehensive strategies that will foster innovation



and entrepreneurship, pronote a broad distribution of
t he opportunities of the new econony, facilitate the
di ffusion of informati on and conmuni cati on technol ogy
and programmes that will pronote |life-long | earning,
education and training of our human capital. Across
devel opi ng countries today, a majority of Islamc
countries included, there remains a dearth of

techni cal, professional and managerial talents and
skills, so essential and critical in delivering

devel opnent.

36. Thus human capacity buil di ng nust be accorded high
priority in the devel opnent efforts of all Mislim
countries. It nust be integrated with the overal
econom ¢, social and human resources devel opnment
strategi es, while adhering closely to the true and
fundanment al teachi ngs of |slam

37. At this stage | would like to say a few words
about the Gold Dinar. The proposal is to nake this
Dinar a currency for international trade only. It is
not meant to replace the currency of any country.

38. International trade requires the determnation of
t he exchange rates of the currencies of the trading
countries. Wth paper currency there is no intrinsic
val ue. The exchange rate is therefore arbitrary and
subj ect to manipul ati on as we saw during the Asian
financial crisis.

39. &old has a definite value based on the denmand for
the nmetal. Its value may appreciate or depreciate
according to world's demand and the demand in a given
country. But the fluctuation would be mnimal. The
ol d Dinar being nade of gold will largely follow the
price of gold.

40. The local gold price will deterni ne the exchange
rate for the local currency against the Dinar. Thus

the price of inported goods in Dinar can be conputed in
| ocal currency and vice versa for |ocal goods to be
export ed.

41. The Dinar can be held as central bank reserve.
Trade need not be paid in actual Dinar but the inports
and exports of a pair of trading nations can be

bal anced and only the difference paid in Dinar. This
Will mnimse the need to nove the CGold Dinar. In fact
the surplus or deficit can be credited or debited

agai nst future inports or exports.

42. W have al ready worked out the nechanics for using
the Gold Dinar and any problem arising can be resol ved.
The risk of speculation will be reduced to al nost
not hi ng. Wrld trade can actually expand because the
cost of business will be nuch reduced as the need to
hedge woul d practically di sappear



43. | hope the delegates will give sone time to think
about this idea of a Cold Dinar

44. The Muslim popul ation of the world currently
stands at 1.3 billion, representing a very significant
portion of the world' s population. Al though there is
much nore that Miuslimnations can do for the socio-
econom c upliftnent of the “ummah', | amcertain that
we have anong us an abundance of talent and expertise
in all fields including conventional and Islamc

fi nance, conventional and Islamc econonmics, Islamc
financial systems, structuring of capital narket
products, “figh-nuanmalat' and the |ike. Together |et
us use the resources and expertise avail able and help
enhance capacity in the areas of Islamc finance,
econom cs and capital market. Let us replicate in the
areas of Islamc finance and capital market, the
earlier successes of Muslimscholars in areas |ike

mat hemati cs, astronony, and nedicine that contributed
to the transformation of Islamas a world civilisation

45. G eater and i nproved cooperation is also needed in
our efforts to build a sustainable pool of human
capital anong and within the Islamc nations. In this
regard, Islamc countries should | everage on the

organi sations that are already available to us such as
those within DB and O C. By enhanci ng partnershi ps

via the existing institutions, nmenber states can be
prevail ed upon to provide all kinds of training and
education to bridge the know edge and skills divide
anong our peoples and comunities. Through the O C
much progress in the area of institutional and human
capacity buildi ng has been made, but nore can and needs
to be done. In particular, Mislimacadem cs, promn nent
busi ness | eaders and techni cal experts should be
invited to expand our know edge and research in the
areas of Islamc econom cs and devel opnent, banki ng and
finance.

46. Wiile the thrust of conpany and securities
regul ati on has al ways been about accountability, trust,
transpar ency, avoi dance of conflict, board

responsi bility and shareholder rights, the term
“corporate governance' seens to have becone fashionable
since the Asian currency crisis. Tinme and tinme again

we in this part of the world have been | ectured about
how good cor porate governance is |lacking and that is
the sole cause of all our ills and ail nents.

47. Indeed the el ements of good governance are

i nherent values in Islam If we are guided in our
busi ness transactions by the Islamc injunctions of
prof essi onalism high ethical conduct and the concept
of trust or “amanah' that is so fundamental in Islam
good governance will be an inevitable by- product.



48. Surah Al -Bagarah (verses 282 and 283) for instance
hi ghli ght the inportance of transparency by providing
step by step process that should be foll owed when
carrying out a transaction, highlighting the inportance
of record-keeping so as to avoid injustice to the
parties invol ved and enphasi sing the need for
accountability and transparency.

49. Furthernore the concept of trust (amanah) is
pervasive in Islam In Surah Al -Anfal (verse 27) we

are enjoined to "betray not the trust of God and the
Apostl e, nor m sappropriate know ngly things entrusted
to you". The prophet (Peace be unto hin was reported
in one of the "Hadith' as saying that each of us is a
guardi an and each guardi an i s accountable to everything
under our care.

50. In Surah An Nisa (verse 58) Allah commands us to
render back the trust to those whomthey are due.

51. Let us therefore not see good governance as
something alien to us or externally inposed upon us.

In Islamthe el enents of good governance - trust,
accountability, ethical conduct - are indeed our way of
life not something that becane fashionable only
recently. If we ensure that we are al ways gui ded by
these principles in all our dealings, good governance
wi |l be second nature to us all.

52. | amsure your deliberations at this conference
and your active participation towards devel oping the
Islamic capital market will ensure the continuing,

i ndeed increasing, relevance and vitality of the
Syari'ah in today's world. I w sh you every success in
your deliberation and endeavours.

53. On this note, | have great pleasure to declare
open the Kual a Lunpur International Islamc Capita

Mar ket Conference and to officially launch the Islamc
Capital Market Week.
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