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The Concept of Positive Banking

Traditional
... — 10/ 4 49/, — RO
Banking Traditional Interest = 1% * 4 < o = 5%
Annual Sales Margin= 4 times XSO/(;‘:; 20%o
Positive r
v Positive Banking commission = - 4%
Banking

Positive Banking Profit =  16%o

Win, Win, Win situation for the Borrower, the Seller and the Bank



The Name of Positive Banking

In Traditional Banking the revenue of the
Bank comes from the borrower who has a

Negative Balance ( -)

In Positive Banking the revenue of the
Bank comes from the depositor who has a
Positive Balance ( +).

So 1t 1s called:




Positive Banking Commission as a
Function of Sales instead of Deposit

4% — 4 = 1% Per quarter
1% OF SALES
Which means:

1. More sales more commission.
2. No sales no commission.
3. Commission is a function of activity not time.

4. Seller could be different from Depositor.



Practical Experience

Banks using Positive Banking
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On Demand Statement

Date: 24-05-2010

Start Date : 21-04-2010 gy Currency : SAR

Statement Date : 19-05-2010

Positive deposit

Ex
SPS-SALARY PYMT 00300
xt Ref
A/C TRANSFER 0000008
Ext Ref
A/C TRANSFER 0000008
03
xt Ref

Ext Ref '
Receipt less 1% Bank charges
Ext Ref

AIC TRA SFER 0000008 «
Ref

STNG ORDERS 0300015 Receipt less 10/0 Bank Charges

Ext Ref

LOAN COMMITMENT FEE 0555492
Ext Ref

LOAN COMMITMENT FEE 0555492
Ext Ref

LOAN COMMITMENT FEE 0555492

£t Rer I Receipt less 1% Bank charges

LOAN COMMITMENT FEE 0555492

A/'C TRANSFER 0000008

3731-05-2010

A/C TRANSFER 0000008
Ext Ref

Ext Ref - o
- Receipt less 1% Bank charges

LOAI‘ COI‘ TMENT FEE 055 = 10,686,874.28

10,686,874.28

This is an interim statement of your account and does not necessarily reflect the balance as of
close of business on the day it is produced.The final statement for the month will be sent to you
as per our regular mailing schedule.




Documentation St e all

= Same documents of
Traditional Banking will be
used for Positive Banking.
No need for New Forms or
Documents such as loan
Application, Promissory
Notes or Transfer Forms
etc.

= The only difference is that
Interest is ZERO.




Risk Sharing

Borrower
By
(B;ZEr) Seller

Low Risk 0%
10% .

20%

JL 30%

e 40%
High Risk 50% -

In traditional banking, the
bank bears 100% of borrower’s
risk and there is no relation
between the depositor (seller)
and the borrower.

In Positive banking, the seller
could share the risk with the
bank. This is in addition to all
the usual guarantees expected
from the borrower.

Bank risk is Less.



Positive Banking in Saudi Steel Pipe Company

Positive Banking Sales
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Positive Deposit

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
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Positive Banking

Now we will

take a Journey
outside the Box
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The Future
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The Third Window

Positive Islamic Traditional
Banking Banking Banking




Definition of Positive Banking

Adw Lol Ao pnoll

E)

* Borrowing without interest

" Deposit without interest

= Bank commission is a percentage of sales

ARY



Who will deposit

without interest?

1. Consumers with Saving Accounts without interest

are given priority to take loans without interest.

2. Traders who deposit without interest are given
priority to purchase from them with the loans

without interest.

YA



No Need for a Deposit

Balance sheet of a Trader

Positive Banking can start using
Receivables and Inventories




Types of Loans

Loan Usage Seller Buyer Loan Flat Annual
type (Depositor) (Borrower) Period | Commis- | commis-
sion sion
Large Large Frequent Manufacturer or Whole seller 3 months 1% 4%
accounts purchases importer
Small Frequent purchases Whole seller Retailer or 2 months 2% 12%
accounts contractor
Rent The bank pays the Land lord Tenant 1 year 3% 3%
annual rent in advance
and collects it monthly
Short-term Furniture and home Appliances dealer individuals 1 year 4% 4%
purchase appliances purchase
Medium- Car purchase Car Dealers individuals 3 years 6% 2%
term
purchase
insurance Car insurance ..etc. Insurance company Car buyer 1 year 1% 1%
projects Project Financing Machinery and Project owner 7 years 7% 1%
building suppliers
Long-term | House buying or building Developer individuals 7 years 7% 1%
purchase
Loan Loan repayment Lender Borrower 1 year 2% 2%

Repayment




Traditional Banking

Borrower Employee

anufacturer or
Importer

N




Manufacturer or
Importer

Positi

Whole seller

Economic cycle and
Zero is the Logo of

A Lol Aud ol
Positive Banklng

Retailer




Purchase Price Chevron sl

Gasolme
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x| | Plus

All Existing Banking
Credit Price > Cash Price

Positive Banking
Credit Price = Cash Price

Because the bank pays to the seller cash in advance




Positive Banking Poster

This Poster will help the borrower to
recognize the shops where he can
utilize the Positive Banking loan .
These shops accept that a
percentage will be deducted from
their sales revenues that are
generated by Positive Banking loans.

The Borrower will negotiate the Cash

Price because the Bank will pay on
his behalf in Cash.

Au oVl duspnoll
Positive Banking




Positive Projects

Increase Bank resources.
Reduce Risk.

ement Factory

1%

Steel Factory

Aluminum
Importer

o Improve cash flow.

Increase Bank’s Income.

Concrete
Factory Steel Trader
1% 1% Main Contractor
o s

Real Estate /t

Developer
1%

1%

Land lord Furniture
Factory
3%
House
Owner

Furniture
Store

Yv
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S e e Saudi Monetary Agency
L luaud e (SAMA) Regulations
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Saudi Monetary Agency (SAMA) Regulations

Positive Banking fits exactly with SAMA Regulations:

1.

Banks should not work directly or by commission in trade, whether
wholesale or retail, including importing and exporting.

Banks should work only in Banking services such as current and
savings accounts, loans, money exchange and transfers, letters of
credit and guarantee, credit cards, etc.

Banks should not invest in any commercial, industrial, agricultural
or real-estate projects, nor buy shares or real-estates or any other
kind of investments.

The deposits liability should not exceed 15 times the capital and

reserves.

Depositing with SAMA, a percentage about 15% from the deposits
obligations.

No need for new regulations.



Traditional Banking & Positive Banking in the

International Financial Crises

Traditional Banking Positive Banking

V| Needs liquidity to work Can start with Inventory and
Receivables. It creates liquidity.

¥ | Depositor has nothing to do with Risk is shared between the
Borrower. All risk is on the Bank Depositor and the Bank

¥ | All interest is on the Borrower. No interest on the Borrower. Any
Risk of default is high. payment reduces the loan amount.

Risk of default is low.

¢ | Banks are under pressure to create income. | No interest on Banks. Banks will
They might lend to no good customers or | lend only to good customers.
resell the loans or create derivatives.

¢ | Artificial Income from Accrued Interest. Real Income from service
commission in advance.

1| Very difficult to make sure that the Funds will be used only for the

Loan is used for the purpose that was | purpose that was given for by
actual sales. No sales , No loans.

given for..

Y



POSITIVE BANKING TRADITIONAL BANKING
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Benefits for Consumers

sl U

Provide interest free loans.
Encourage savings.
Reduce costs of products and services.

Reduce inflation by lowering the costs of goods
and services.

. Reduce the problems related to paying rent and

other related social issues.

. Increase credibility among citizens in payments

since transactions will be through the bank.

. Increase job opportunities in the banking and

other sectors for men and women.

Yy



Benefits for Business Sector

1. Increase sales.
3. Reduce receivables .

2. Reduce production costs and therefore
product prices.

4. Streamline production with smooth
cash flow.

5. Getting interest free loans

6. Focus on production . and sales and
not on collections.

7. Best investment for extra liquidity.

Ye



Small & Medium Enterprises

SME'’s

Banks will be more willing to finance SME’s because:

1. They are the customers or suppliers of large
businesses.

2. Large businesses will provide:
1. Financing.

2. Information.
3. Risk Sharing.

4. Pay service charge.
3. Transactions under Bank’s control.

4. More transactions, more income in advance .



Benefits to the Banks

Introducing a new banking system without
interest.

Providing a competitive edge internationally with
a new, unprecedented banking system in the era of
globalization.

Funding new projects with less costs.

Solving the existing problem between banks and
Islamic law (Shariaa).

Providing mortgages and guarantees for Banks.
Higher real income for the Banks.

Less risk on Banks because of Risk Sharing with
Traders.

Less stress and more peace of mind for Bankers.

1



Benefits to National Economy

1.
e
3.
4.

Balanced Growth of the National Economy .
Higher efficiency of financial resources.
Better utilization of human and capital resources.

Providing natural tools to cope with Inflation and
Recession, in the mid and long-term by fulfillment
of demand or supply.

Solving the existing problem between banks and
Islamic law (Shariaa).

Cheaper borrowing for good Government’s
programs.

Creating more jobs in the Banking sector with
more income for the banks.

v



Why Positive Banking is not widely used ?!

1.New Idea. Faced with Doubts!

Too Good to be True. But it i1s Good and it is true.
2.Many Bankers do not know about it.

3.Banks are busy and satisfied with other
Banking . No motive for innovation.

4.Shortage ot Banks’ staft.
5.Frequent change of Banks’ staff.



More Details
in The Book
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Positive Banking
Prosperity For All pm—pallll—3

Positive Banking
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