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ABSTRACT

Malaysia's economic policies have always emphasised the importance of
achieving a balanced socio-economic development within an environment that is
economically just and equitable. In this regard, one of its principal agendas has been to
increase the Bumiputera's share of capital ownership in the corporate sector as a means
of redressing the economic balance among the various ethnic communities.
Nevertheless, despite a plethora of measures by the Government designed to encourage
the Bumiputera to participate actively in the capital market, the response has not been
encouraging. Consequently the Bumiputera Muslims still have the smallest share of

capital ownership in the corporate sector, perpetuating the problem of inequitable
distribution of wealth.

This study 1s an attempt firstly, to analyse the probable causes to the problem;
and secondly, to explore the possibility of redressing the balance of the distribution of

share ownership. The work involved both descriptive and explanatory research methods,

as well as quantitative theory-testing methodology. Apart from analysing relevant
secondary information, the task include examining the characteristics of the Bumiputera

Muslim investors from a set of primary data of 575 respondents gathered from a field
survey in West Malaysia between June and August 1993. The sampling frame was
determined by using the combination of the stratified random technique and the multi-
stage area cluster sampling. The method used in data collection was a survey research

design, employing a self-administered close-ended questionnaire as the research
instrument.

The findings indicated the presence of a series of inter-related factors. These
included the community's lack of investible financial resources due to their low
household income, which in turn was associated with their nature of employment and
level of education. Secondly was the risk-averse attitude and short-termism
characteristics among the Bumiputera Muslim investors in the capital market. Thirdly,
was their lack of appreciation and knowledge of the working mechanism of the stock

market. Finally, was the influence of religious arguments that viewed stock market
investment as not permissible in Islam.

To overcome these problems, we suggested the followings : firstly, to educate
the Bumiputera Muslim community on the merits of stock market investment and the
needs to appreciate and manage the risks involved; secondly, to employ tax incentives
policy so as to encourage greater savings and promote long-term investment strategy
among the community; thirdly, to offer and promote Islamic investment instruments
(such as the Islamic unit and investment trusts) which may offer competitive returns and
bring about a positive and meaningful response from a large section of the Muslim

community; and finally, to elucidate the Muslims on the permissibility of stock market
Investment from the Shari'ah perspective.
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