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It is with great pleasure that we bring you the first issue of this sixth volume of ISFIRE.

In the wake of challenging times in countries that are heavily dependent on oil for both exports 
and domestic budgetary revenues, Islamic banking and finance is offering a ray of hope to a 
number of Islamic financial groups in these countries. The likes of Dubai Islamic Bank, Abu Dhabi 
Islamic Bank, Al Salam Bank and many such Islamic banking groups that have invested in Islamic 
financial institutions in other countries, such as Sudan and Egypt, have continued to benefit from 
their expansion and the internationalisation of Islamic finance.  

Bank of Khartoum is an interesting case. After its privatisation in 2002/03, over 80% of the 
bank’s shares are held by entities in the GCC, namely Dubai Islamic Bank, Abu Dhabi Islamic Bank, 
Sharjah Islamic Bank and Islamic Development Bank, etc. In this issue, we include an exclusive 
interview with Fadi Al Faqih, CEO of Bank of Khartoum, who shares with us the success story of 
his bank and indirectly that of the Sudanese Islamic banking industry. Despite being a country 
with a fully Shari’a compliant banking system, Sudan has only managed to attract little attention 
in the global Islamic financial services industry. Through this focus on Sudan, we hope that the 
global Islamic financial fraternity will give more prominence to the Sudanese Islamic banking 
model. Some industry observers believe that it is high time to start looking into full-fledged Islamic 
banking systems rather than continuing to focus on a dual banking system as championed by the 
likes of Malaysia. 

A special focus is also given to the Sultanate of Oman and hence, we have included an exclusive 
interview with Khalid Alyahmadi, CEO of Muscat Development and Investment Company 
(ASAAS) and Chairman of Amjaad Holding. Although a latecomer in Islamic banking and finance, 
Oman has made significant progress in implementing an authentic model by establishing a central 
Shari’a board at the regulatory level. This had subsequently influenced the Central Bank of 
Bahrain to follow suit, as is the case with the Central Bank of the UAE. 

ISFIRE Report in this issue covers the inaugural Islamic Retail Banking Awards (IRBA) ceremony, 
which was organised by Cambridge IF Analytica in November 2015. Attended by more than 200 
industry leaders from over 18 countries worldwide, this prestigious award ceremony honored 
individuals and institutions who have demonstrated great commitment and made significant 
contribution to the development, growth and success of Islamic retail banking. Through the 
coverage of IRBA, we continue to fulfil our promise to our readership in bringing them success 
stories of individuals and institutions in the Islamic banking and finance fraternity. 

Also in this issue: Mohammad Ashfaq deliberates the prospects of Islamic banking in the EU 
with the newly established Kuveyt Turk Bank AG - Germany’s first and only full-fledged Shari’a-
compliant bank in the country; Rizwan Malik discusses some of the important products that have 
contributed to the growth of IBF and are defining the way forward for the industry; Dr Nafis Alam 
talks about charity card and its relevance to Muslim consumers; and Dr Omar Fisher advises on 
how to manage personal wealth in a Shari’a-compliant manner. 

We are confident that our regular columns – ISFIRE Insights, Pause for Thought and Personality – 
will continue to complement featured articles and be of interest and inspiration to our readers. 

I would also like to introduce our new Editor – Dr Sofiza Azmi – who has taken over as the new 
CEO of Edbiz Consulting since the start of the year. Under her able editorship, I am confident that 
ISFIRE will continue to thrive and maintain its position as the number one quarterly magazine in 
Islamic banking and finance. 

In the end, I would like to express my deep appreciation for those industry players who have 
continued to support ISFIRE, as without their patronage it would have been difficult to bring out a 
high-quality publication like this on a sustainable basis.

Note from the 
EDITOR-IN-CHIEF

Professor Humayon Dar, PhD (Cambridge) 
Editor-in-Chief

EDITORIAL
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INTRODUCTION
He had a reputation to be outspoken (which 
was as often construed as brash and arrogant 
by some) – something of a rarity in a highly 
regulated business like banking and finance, 
and more so in his country where speaking 
out is considered to be a taboo. His employer 
had benefitted from his blunt demeanour, 
as he had been one of the most frequently 
quoted Islamic bankers in the world. He was 
often the lone voice to speak out his mind 
even against financial regulators if he deemed 
a new regulation or guidelines issued would 
have adverse implications for the industry’s 
growth. Although many colleagues and peers 
showed indifference to his views publically, 
they supported him silently.

Badlisyah Abdul Ghani became the youngest 
CEO of an Islamic bank in Malaysia when 
he was appointed to the post in 2006. His 
career as a prominent Islamic banker was 
remarkably a successful one. Badlisyah Abdul 
Ghani’s relentless pursuit in developing the 
Islamic finance industry soon gained him the 
recognition as one of the most influential 
Islamic bankers. Again, many of his peers 
respected him in silence. 

STRETCHING HIS INFLUENCE VIA 
SOCIAL MEDIA
As with many young executives, Badlisyah 
Abdul Ghani took to the social media to share 
and express his personal views on things 
that mattered to him. He wanted to make a 
difference and he was aware that he could 
exert his growing influence to support a 
cause he believed in. Social media became a 
powerful tool for him to reach out in a way 
that is immediate, informal and direct. 

He was certainly no stranger to Facebook 
or Twitter; regularly posting, tweeting 
and retweeting things he is interested 
in. Sometimes on trivialities but often on 
controversial issues that would garner 
hundreds of comments. 

On July 8, 2015; Badlisyah Abdul Ghani yet 
again courted controversy when he posted 
on his personal Facebook account comments 
relating to the financial woes of the state 
investment fund 1MDB. Although this was not 
the first post he had written on this ensuing 
1MDB saga, this particular post landed him on 
hot water. The post drew the attention of his 
boss who quickly announced that an internal 
inquiry would be conducted into Badlisyah 
Abdul Ghani’s Facebook post saying that he 
should not have commented on technical 
matters. Within a week of the incident, the 
bank released a press statement announcing 

the resignation of Badlisyah Abdul Ghani as 
the CEO effective on August 15, 2015. 

BACKGROUND – WHAT HAD 
ACTUALLY HAPPENED
1MDB (1 Malaysian Development Berhad) 
is a state investment fund set up by Prime 
Minister Najib Razak during his tenure as 
the Deputy Prime Minister of Malaysia. Its 
primary role (as stated on its website) is to 
“lead market-driven initiatives to assist the 
Government in propelling Malaysia towards 
becoming a developed nation that is highly 
competitive, sustainable and inclusive”. As 
a strategic development company wholly 
owned by the Government of Malaysia, 1MDB 
is to drive strategic initiatives for long-term 
economic development for the country by 
forging global partnerships and promoting 
foreign direct investment.

Six years after its establishment, 1MDB 
became a household name and generated 
international attention. But for all the wrong 
reasons. A tangle web of debt, money trails 
and allegations dominated the economic and 
political scene of the country. After brewing 
for several months, the saga took on a new 
twist on July 2 when the Wall Street Journal 
(WSJ) published a story on the financial 
irregularities in 1MDB. WSJ also alleged that 
some RM2.6 billion (US$696 million) funds 
were transferred to the  Prime Minister’s 
personal bank account, thus implicating Najib 
Razak to the 1MDB scandal. 

Badlisyah Abdul Ghnai – a compulsive 
social media user – rebutted claims of any 
financial embezzlement on part of the Prime 
Minister on technical grounds. In his personal 
Facebook post of July 8, he questioned the 
authenticity of the WSJ story by suggesting 
that the SWIFT codes mentioned therein were 
inconsistent. He argued that that the story 
by WSJ was highly likely based on falsified 
documents rather than real facts. Later the 
same day, he admitted to have made an error 
in his analysis, stressing that the views were 
strictly his personal opinions. Within one week 
of the erroneous Facebook post, Badlisyah 
Abdul Ghani surprised the Islamic banking and 
finance industry by announcing his resignation 
as the CEO of CIMB Islamic and relinquishing 
his position as a board member. This was 
considered an admission of wrongdoing by a 
very widely respected Islamic banker, which 
many saw as a possible end to his career as a 
professional banker.

WHAT WENT WRONG?
Badlisyah Abdul Ghani wrote the following on 
his Facebook page (see next page).

His analysis, however, was challenged by an 
online news portal that disputed his claim 
and  proved that there were errors in his 
interpretation of the documents, in particular 
of the SWIFT codes.

SHOULD HE HAVE RESIGNED FOR 
THAT FACEBOOK POST? 
Social media has become the forefront of a 
radical workplace shift. There are increasing 
stories of employees being fired because they 
posted something inappropriate or against 
the company’s policy on their personal social 
media pages. 

However, in the case of Badlisyah Abdul Ghani, 
there was nothing indecent, inappropriate, 
racist or politically incorrect about his 
Facebook post. He was merely exercising his 
freedom of speech. 

First, since he was expressing his opinion, 
which he is entitled to on his personal 
Facebook page, it could have been ignored 
altogether.

Second, because he arguably damaged the 
bank’s reputation by producing a technically 
wrong analysis in a public forum, some sort 
of disciplinary action – making a note in 
his personnel file, or suspending him from 
work with or without pay – could have been 
sufficient.

Third, his employer could have fired him, which 
is what many perceived to be the case when he 
“resigned” from his post. 

There are a number of questions that one 
must ask to understand the issue at hand:

1. Should have Badlisyah Abdul Ghani 
commented on the WSJ story?

2. After posting an erroneous comment on 
his personal Facebook page, should he 
have resigned?

3. Was there a case against him by his 
employer to fire him for making such a 
comment?

4. What would have happened if he had 
decided to stay on his job?

ISSUE 1
To answer the first question, one must first 
answer an even more fundamental question. 
Is it appropriate for a high-profile person the 
likes of a CEO to register a heavy personal 
presence on social media? While an increasing 
number of businesses are using social media 
to get closer to their customers, it is unusual 
for a CEO of a bank to comment on social and 
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political matters, especially in Malaysia. In this 
regards, Badlisyah Abdul Ghani was certainly 
an exceptional case! But he is not a lone 
ranger in regards to posting political opinions 
on social networks.  Nazir Razak, the Group 
Chairman of CIMB and the brother of the 
Malaysian Prime Minister, is known for being 
critical of his brother’s administration.

Although banks in Malaysia have no specific 
policies or guidelines on activities conducted 
via social media by their top management, 
their CEOs and Chairmen however have in 
general been more cautious in the use of social 
networks. Ignoring Badlisyah Abdul Ghani’s 
other comments, his technical analysis of 
SWIFT transactions with reference to 1MDB, 
albeit wrong, seems innocuous. As there 
seems to be no clear guidelines by CIMB or 
even the central bank, Bank Negara Malaysia 
(BNM), Badlisyah Abdul Ghani’s comment 
itself could have been ignored, even if it was 
difficult to justify.

ISSUE 2
Following the above argument, it seems as 
if Badlisyah Abdul Ghani acted in haste in 
resigning. He should have taken more time to 
clarify his viewpoint. His resignation was too 
gentlemanly – something that goes against 
the assertive personality that many have 
acquainted with during his illustrious Islamic 
banking career. 

Unlike Badlisyah Abdul Ghani, Dr Zeti 
Akhtar Aziz – Governor of BNM – withstood 
the pressure by refuting any rumours of 
her resignation ahead of her contract’s 
official expiration in April 20161. She was 
reportedly to be under enormous pressure 
to resign in wake of the 1MDB scandal as 
the central bank came under the spotlight 
with many questioning its lack of oversight 
over the movement of such large funds. Her 
“respectable” departure in April 2016 may end 
up with an even more lucrative international 
engagement, if she desires so.  

According to one Board Member of CIMB 
Islamic, Badlisyah Abdul Ghani had been 
thinking of leaving the bank for a while, and 
he took this incidence as a reason to make his 
move. This was also confirmed by Badlisyah 
Abdul Ghani himself. 

ISSUE 3
There are at least three relevant points:

1. There are no formal guidelines from BNM 
on social media;

2. Given the above, most banks in Malaysia 
do not have such guidelines beyond 
restrictions on the use of social media 
during office hours; and

3. CIMB Group and its subsidiary, CIMB 
Islamic, did not have such guidelines prior 
to the case at hand.

Given the lack of a clear-cut policy in the CIMB 
Group on the use of social media, there was 
no unambiguous legal case against Badlisyah 
Abdul Ghani for making his Facebook 
statement. His defence is even stronger as 
Chairman of CIMB’s Board of Directors, Nazir 
Razak, had been even more vocal on Twitter. 
According to a Malaysian banker who spoke 
on the condition of anonymity, “[He] just went 
against his boss’s opinion.”

Furthermore, making a statement on 
Facebook, which was later proved to be 
wrong, is not a criminal offence. It was, 
however, certainly an error of judgement on 
two counts. Firstly, it was a technical mistake. 
Secondly, and more importantly, the failure to 
anticipate the consequences of going against 
his Chairman’s views that were clearly critical 
of the 1MDB handling by the government.

Was it just going against the publically known 
opinions of his boss or was there something 
more to it? A prominent Islamic finance lawyer 
in Malaysia took a more legalistic view on 
the matter. She commented, “There might 
have been certain terms of his employment 
agreement with the CIMB Group, as well as 
internal disciplinary policies that the bank 
could have used to justify terminating him if he 
had refused to resign at the time.” 

In the absence of written guidelines, Badlisyah 
Abdul Ghani would have to go through an 
internal enquiry, which obviously did not take 
place due to his departure. Had there been a 
policy and he breached it, then it would have 
been a justifiable dismissal without an inquiry.

Whether there was a legal cushion available 
for Badlisyah Abdul Ghani to stay on his job, 
is subject to certain scrutiny. However, those 
who are familiar with the Malay culture are 
not surprised by Badlisyah Abdul Ghani’s 
departure in this manner. Malays are known 
for their tolerance and non-confrontational 
nature. Badlisyah Abdul Ghani’s decision 
is certainly consistent with it. The best 
explanation perhaps is cultural, if not a 
personal decision to quit at a wrong time.   

ISSUE 4
Ignoring the cultural dimension of the case, 
probably the best course of action on the part 
of Badlisyah Abdul Ghani was to stay on his job 
and remove himself (at least temporarily) from 
the social media to work on his next move in 
preparing for a more respectable departure. 
As he recognised as an Islamic banker of 
international repute, it would have been 
easier for him to negotiate his next job either 
in Malaysia or overseas, while still working at 
CIMB.

Off late, the Malaysian Islamic banking sector 
has been experiencing a leadership crisis. For 
example, RHB Group has for some time been 
looking for a suitable Islamic banker to head 
its Islamic operations. Similarly, Asian Finance 
Bank is also looking for a new CEO. Other 
banks such as Al Rajhi Bank Malaysia and 
KFH-Malaysia and would have found greater 
value in Badlisyah Abdul Ghani had he was still 
with CIMB when negotiating with prospective 
new employers. 

MORE QUESTIONS
The above discussion raises some further 
questions that must be answered to gain 
insight into the issue at hand.

1. Is it acceptable for the CEO of a private 
bank to go public against the stated 
position of another influential personality 
(e.g., Chairman of Board of Directors) 
within an organisation on issues of that 
are political in nature? 

2. Should an influential member of the 
board or top manager of a private sector 
organisation force his subordinate to 
resign or even fire them if they happen to 
hold different political views and share 
these in the public domain?

3. What should be the role of the regulators 
if an employee is forced to resign or is 
fired following such an incident?

CEOs of any organisation should be able to 
take diagonal positions to their Chairman 
or any other influential personalities within 
the organisation on matters not related with 
business. In the West, it would not have been 
possible for a Chairman or any other member 
of the Board of Directors to force their CEO to 
step down for taking a political view different 
than their own. 

In fact, the stated case against Badlisyah 
Abdul Ghani was never political. His decision 

1.  Please see http://www.themalaysianinsider.com/malaysia/article/im-not-resigning-soon-says-zeti and http://english.astroawani.com/malaysia-news/zeti-denies-resignation-vows-stay-
until-term-expires-next-year-69648
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to step down may have been based on a 
technically wrong analysis on his part. But was 
this error of judgement a reputational risk for 
the bank? 

One may argue that such a technically wrong 
analysis shared by Badlisyah Abdul Ghani 
was not a gross reputational risk given that 
CIMB was neither involved nor implicated 
in the 1MDB case at all. In fact, it is widely 
known that Badlisyah Abdul Ghani is a strong 
supporter of the incumbent government in 
Malaysia. “The top management of CIMB did 
not like his [political] remark,” said a Board 
Member at CIMB Islamic on condition of 
anonymity, and because of this he decided to 
leave the bank. According to a mutual friend 
of Tengku Zafrul Aziz, Group CEO of CIMB, 
and of Badlisyah Abdul Ghani, “Badlisyah’s FB 
post that got him in trouble was the final straw 
rather than a singular offense. The history 
goes rather way back when it comes to him 
offending the powers that be in CIMB.”

As to the question on the role of the regulator 
in this particular case,  Bank Negara Malaysia 
had very little to intervene in the matter as 
Badlisyah Abdul Ghani voluntarily resigned.

CONCLUSION
It appears as if there was not a sufficient 
legal case against Badlisyah Abdul Ghani for 
CIMB to terminate his employment contract, 
following his over-indulgence in the social 
media with respect to the 1MDB scandal. The 
decision on part of Badlisyah Abdul Ghani was 
at best hasty and wrongly timed. 

The other credible explanation is cultural. 
Once the Chairman and other influential 
members at the group level showed their 
displeasure on the matter, it may be the 
case that Badlisyah Abdul Ghani could not 
withstand the pressure and agreed to resign.  

At the industry level, one must expect that 
most banks would have developed internal 
policies and guidelines on social media beyond 
simple restrictions on the use of social media 
during office hours. BNM is also expected to 
formalise guidelines on the matter.  

To purchase the  full version of this case study 
along with teaching notes, please email to 
info@edbizconsulting.com  
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Every award we win makes you, our customers, shareholders and the nation a winner. 
So while we take pride in our winning tally for 2015, we look forward to an even better year ahead.

Call Mubasher: +249 15 6661000 / 1913   www.bankofkhartoum.com
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Mr Fadi Al Faqih is the Chief Executive Officer of Bank of Khartoum (BOK) with nearly 
20 years of international and regional banking experience. In 2014, he was awarded 
the prestigious “Islamic Banker of The Year” by the World Islamic Banking Conference 
(WIBC) in recognition for his tireless dedication and immeasurable contributions to 
Islamic banking and finance. Mr Al Faqih first joined BOK in 2006 as the Chief Operating 
Officer. In 2008, he was appointed as the CEO where he spearheaded BOK’s business 
development, restructuring and transformation to become the leading Islamic financial 
services group in Sudan. 

Under his leadership, BOK has enhanced and developed its services to offer a full range of 
products and services to include corporate banking, retail banking, SME, microfinance, 
treasury and investment banking across multiple channels in Sudan. To date, BOK has a 
US$2 billion balance sheet and over 1,600 employees across the Group. Headquartered in 
Khartoum, BOK has the largest branch (over 100 branches/cash offices) and ATM/CDM 
(over 200) network in Sudan.

The bank is the first institution in Sudan to be delisted from OFAC in 2011 as well as being 
rated by the Islamic International Rating Agency with (AA-) long term credit rating with 
a short-term credit rating consistently. BOK has won several accolades for its pioneering 
and leadership role including being awarded as the best bank for strategy. 

Prior to BOK, Mr Al Faqih held several senior banking positions in Citibank, Egyptian 
Arab Land Bank, Standard Chartered Bank and ANZ Grindlays Bank. Mr Al Faqih holds a 
Global Executive MBA from TRIUM (LSE, NYU and HEC).
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INTERVIEW

ISFIRE has global distribution and 
our readers are spread all over the 
world. Please tell us about Bank of 
Khartoum and its leadership role in 
the Islamic banking sector in Sudan.
Fadi Al Faqih: Bank of Khartoum (BOK) was 
first established in 1913 under the Anglo-
Egyptian regime. Since then BOK has been 
no stranger to the influence of innovation and 
historical changes. Yet it has maintained its 
dominant presence not only as the oldest bank 
in the country but has grown from strength to 
strength  to become the largest Islamic bank in 
Sudan,  a fact that bears strong testament to 
its successful business model. 

As the largest and leading Islamic bank in the 
country, BOK offers a full range of innovative 
financial products and services that serves the 
needs of corporate, retail, microfinance and 

investment business segments. Our leadership 
role in the country’s Islamic banking sector 
is evident by  the Bank’s strong position to 
expand and develop its operations way beyond 
the current capacity. 

Bank of Khartoum featured 
significantly in the 2015 World 
Islamic Banking Conference, where 
it launched BOK International – its 
branch in the Kingdom of Bahrain. 
It seems that Bank of Khartoum has 
embarked upon an extrovert policy 
for international expansion. Why 
and what is the rationale for this 
expansion beyond the borders of 
Sudan? 

Fadi Al Faqih: As part of the Bank’s 2014-
2016 strategy, BOK is looking into regional 

expansion in the GCC countries and  from that 
vision came the idea to expand our footprint 
in the Kingdom of Bahrain. This is a strategic 
step towards solidifying our goals of further 
development and expansion. The aim is to 
capitalize on the existing growth in business 
and deposits to capture a wider network 
through the expansion of BOK and its Islamic 
banking model in the region. BOK also sees 
growth potentials in Africa and seeks to 
leverage on growing opportunities emerging 
from the continent.

Towards this end, such a move  serves to 
increase and diversify our presence in addition 
to tapping into new and potential investment 
opportunities. Hence, the establishment of 
our first overseas branch in Bahrain not only 
illustrates our transformational expansionary 
and growth strategy, but it also signifies to 
further strengthen our ties with the GCC 
countries. 
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Bank of Khartoum also won “The 
Critics’ Choice Best Islamic Retail 
Bank 2015” at the inaugural Islamic 
Retail Banking Award held in 
Dubai in November 2015. Given 
this growing recognition of Bank 
of Khartoum internationally as 
an important player in the global 
Islamic financial services industry, 
what are your plans for BOK 
International? 
Fadi Al Faqih: In addition to what was 
mentioned earlier on broadening BOK’s 
footprint in the GCC countries as well as 
Africa, our aim is for BOK International to 
become a prominent wholesale banking 
solutions provider in Bahrain and recognized 
for offering innovative Shari’a-compliant 
products and services. The branch will focus 
predominantly on trade finance, treasury, 
deposit generation, syndicated lending and 
correspondent banking, with a commitment to 
exceptional service quality. 

How is Sudan different from other 
countries in Africa? Do you think 
that Sudan can become an agent 
of change in the regional Islamic 
financial services industry?
Fadi Al Faqih: Sudan’s most significant 
contribution to Islamic banking is without a 
doubt the richness and wealth of experience 
and knowledge that the country has to offer 
to the global Islamic finance community at 
large. Islamic banking in Sudan has its roots 
in the late 1970s. Since then, the industry 
has further deepened and evolved to a fully 
integrated system with a wide range of 
Islamic financial products. Today, corporates 
and consumers can enjoy a wide range of 
Shari’a-compliant products and services that 
serve their various economic needs but most 
importantly that creates a long-term positive 
impact on either the business bottom line or 
on the life of the clients themselves.

In recent years, a number of Islamic financial 
institutions in Sudan have been recognized for 
their contributions to the development of the 
global Islamic finance industry. I am proud that 

BOK has many accolades under its belt for its 
continued commitment to strengthen Islamic 
financial services industry in the region as well 
as globally. The Bank’s proven and outstanding 
reputation in microfinance at both regional 
and international levels as well as its role in 
developing innovative products has ensured 
its leadership position in Sudan.

The world is fast becoming 
orientated towards the use of social 
media. What role can social media 
play in creating awareness around 
Islamic economics, banking and 
finance?
Fadi Al Faqih: Social media is the tool of 
this age. It is not just a medium for social 
communication but has emerged as a powerful 
and ubiquitous medium of marketing, publicity 
and brand positioning in its own right. We at 
BOK recognize the power of social media for 
brand building and business generation and 
hence, has increased our focus and presence 
on social media and other web-based 
initiatives. In light of its growing importance 
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to business growth, a special session on 
social media and how to utilize it to generate 
awareness, loyalty and revenue has been 
introduced in the upcoming International 
Forum on Islamic Finance.

You have sponsored a number 
of industry-building initiatives 
including the International Forum 
on Islamic Finance in Sudan. Is 
it part of your CSR and do you 
think that immediate commercial 
benefits can be drawn from such 
engagements? 
Fadi Al Faqih: Part of the Bank’s CSR is 
enhancing the knowledge, awareness and 
outreach of Islamic banking in general and 
promoting Sudanese experience in the 
development of a comprehensive Islamic 
financial services industry. All of us have 
responsibilities and roles to play in ensuring 
that the resilience and robustness of the 
Islamic financial system remains intact, and 
is given its rightful deserved exposure. Bank 
of Khartoum, being the oldest and largest 
financial institution in Sudan, realizes this 
responsibility and takes it to heart to support 
such initiatives by actively promoting Sudan 
and Islamic banking as a viable and competitive 
banking system. We are proud to be the 
strategic partner for the International Forum 
on Islamic Finance. Through such partnership, 
we hope to highlight the tremendous 
opportunities that the Islamic finance industry 
has to offer to the growing economies of the 
African continent and subsequently, bridge 
Africa with key Islamic finance markets 
especially in the Middle East.

On a lighter note, where do you feel 
most comfortable and what makes 
you happy?
Fadi Al Faqih: Values and equality, fairness, 
seeing people happy and being in the good 
company of good people, family and friends 
are what makes me happiest!

Would you disagree to the view 
held by many Muslims that Islamic 
banking and finance has failed to 
achieve its objectives in terms of 
poverty alleviation and contribution 
to economic development? 
What can be done to make 
Islamic banking and finance more 
sensitive to the needs of Muslim 
communities around the world, and 
especially in Sudan?

Fadi Al Faqih: Islamic finance, if properly 
managed, is undeniably a great model because 
it caters for financial inclusion, addresses 
the needs of the people and embodies the 
values and spirit of fairness and equality. The 
key here is finding solutions that address the 
contemporary problems inherent in a debt-
based economy and develop Shari’a-compliant 
products or structures that are designed 
to meet the varying needs of clients and 
investors.

What are your thoughts on the 
current developments in Islamic 
banking and finance, both in Sudan 
and globally? Why has Islamic 
banking and finance in Sudan 
remained marginalized in the global 
Islamic financial services industry?
Fadi Al Faqih: The word marginalized is rather 
inaccurate to describe the state of Islamic 
banking and finance in Sudan. Sudan is not only 
a pioneer in Islamic banking, but is regarded to 
have one of the best Islamic banking models. 
This is evidence by the diversity of Shari’a-
compliant products offered by Islamic players, 
an environment that is fully Shari’a-compliant 
and the many great accomplishments and 
progress made within the Islamic finance space 
in the country. 

Despite the tremendous growth opportunities 
for Islamic finance in Sudan specifically and 
Africa generally, the industry still faces 
institutional and operational challenges 
including regulatory inconsistency, lack of 
awareness and financial literacy by consumers, 
shortage of qualified talent with the requisite 

knowledge and a conducive environment to 
support the growth of Islamic finance.

What are future plans of Bank of 
Khartoum? Where do you see the 
bank in the next 5 years? 
Fadi Al Faqih: Continued regional expansion, 
the introduction of more microfinance 
programmes and to ultimately become one of 
the top 3 banks in East Africa.

Please share with the readers a 
typical day of Fadi Al Faqih, how it 
starts and what are the “must do” 
on your daily to-do list.
Fadi Al Faqih: Think of new things that can 
be done or explore new ways of doing things;  
attending business meetings and catching 
up with the news, my friends and my families 
are the order of the day. Spirituality and 
social media also form an integral part of my 
everyday routine.

Family or Country? Which one 
should come first? 
Fadi Al Faqih: With family one builds values 
and ethics. Family forms the foundation of a 
nation’s social fabric and hence, becomes the 
cornerstone of a society. Experience in the 
family forms the foundation for how every 
person sees and interacts with the rest of the 
world. As such strengthening families is an 
essential element of building healthy societies 
and prosperous nations. 
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The Islamic banking and finance (IBF) industry 
has shown resilience despite challenges and 
the continued drop in oil prices throughout 
2015. According to a recent report published 
by TheCityUK (2015), the Islamic financial 
services industry (which includes various 
subsectors like Islamic banking, Takaful, asset 
management, Islamic microfinance) managed 
to cross the mark of US$2 trillion by the end of 
2014. It is expected that by the end of 2015, 
the global size of assets of Islamic financial 
services industry will reach up to US$2.2 
trillion. 

These figures seem to be heartening because 
oil prices during the end of 2015 reached at 
its lowest point since 2009 causing shortage 
of liquidity in oil dependent Gulf Cooperation 
Council (GCC) countries. The industry also 
witnessed unprecedented decline in the 
issuance of Sukuk globally, mainly because of 
Bank Negara Malaysia’s (BNM), a Malaysian 
Central, decision to stop offering short-term 
Sukuk bonds. 

Despite a number of challenges, the IBF 
industry continued to penetrate into new 
markets around the globe. For instance, from 

a Western European perspective, a hallmark 
of IBF in 2015 has been the establishments 
and operations of KT Bank AG (Kuveyt Turk 
Bank), Germany’s first and only full-fledged 
Shari’a-compliant bank in the country. This is 
a significant development for Islamic banking 
because Germany is a leading global economic 
power and financial hub. Moreover, Germany 
has substantial influence within the European 
Union (EU) and the establishment of KT Bank 
AG could pave the way for similar initiatives 
in other European countries where Muslims 
are in minority. As Figure 1 shows, Germany 

FIGURE 1: MUSLIMS IN EU COUNTRIES AND SIZE OF 
MUSLIM POPULATION

Source: Pew Research Centre (2015)
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is home to the largest Muslim population in 
Europe; i.e., 4.8 million which is equivalent 
to 5.8% of the overall population. France 
ranks in second position where about 4.7 
million Muslims live which is nearly 7.5% of 
total population. The UK has approximately 
3 million Muslims and their share in total 
population is about 4.8%.

DEVELOPMENT OF IBF IN 
GERMANY
This article looks at major developments 
related to the Islamic financial services 
industry in Germany as shown in Figure 2. 
The history of IBF in the country dates back to 
1999 when Commerzbank Group, the second 
largest banking group, launched the Al-Sukoor 
European Equity Fund mainly for Middle 
Eastern institutional investors, which was later 
opened to individual investors. However, it 

was closed down in 2005 due to low demand 
and it only managed to raise €4 million worth 
of assets. 

It is worth to note that Saxony-Anhalt, 
the German federal state was the first 
government in the entire European continent 
to issue the first asset backed Shari’a-
compliant Sukuk worth €141 million in 
2004. Interestingly, in the same year the UK 
authorized the Islamic Bank of Britain Plc - 
the first Shari’a-compliant retail bank which 
was later rebranded as Al Rayan Bank Plc. It 
is thought-provoking to note that Germany 
took over 10 years to approve Islamic financial 
products and services to be offered in the 
country despite having the largest Muslim 
population in Europe. 

As far as European corporates involvement 
in Islamic finance is concerned, FWU Group, 

a German financial services group based in 
Munich became the first corporate to plan the 
largest corporate Sukuk programme worth 
US$100 million and eventually issued its first 
tranche of US$20 million 5-year bond backed 
by real assets in 20131. 

The turning point in development of IBF in 
Germany was the establishment of the first 
full-fledge Islamic bank in the country - KT 
Bank AG, which is owned by Kuveyt Turk, the 
largest Islamic banking institution in Turkey. 
Based in Frankfurt, KT Bank AG, has also 
opened its affiliates in Mannheim and Berlin 
and plans to expand its operations in Cologne, 
Hamburg and Munich in the near future. In 
time, it plans to expand beyond the German 
borders. Based on a poll carried out by the 
bank, it was estimated that 21% of the 4.3 
million Muslims residing in Germany are ready 
to use the services of an Islamic bank2 .

1. Vizcaino, B. (2013) Germany’s FWU issues rare asset-backed Sukuk, [online]. Available from :<http://www.reuters.com/article/islamic-insurance-fwu-idUSL6N0HX07S20131007>. 
[Accessed 28 December 2015].
2. Osman Orsa, (2015) Germany’s first interest-free Islamic bank opens in Frankfurt [online]. Available from http://on.rt.com/cmn031 [Accessed on 8 January 2016].

Timeline Major Developments
1999 • Launch of Al-Sukoor European Equity Fund by Commerzbank Group for Middle Eastern institutional investors

2000 • Al-Sukoor European Equity Fund was made accessible to German private investors 

2004
• Issuance of €141 million asset-backed  Sukuk bond by the German federal state Saxony-Anhalt

• Opening of Kuveyt Turk Participation Bank representative office in Mannheim

2005
• Deutsche Bank AG issued Shari’a-compliant certificates at Frankfurt Börse, so called Islamic Equity Builder Certificates

• Al-Sukoor European Equity closed down due to lack of   demand and it could only manage to raise €4 million of assets

2007
• Deutsche Bank Group issued the first Shari’a-compliant hedge fund structure. However it drew a lot of criticisms from the 

religious scholars because it was linked to a non Shari’a-compliant instrument.

2008 • First IIR Islamic Finance & Real Estate Forum held in Frankfurt on 4-5 November 

2009
• First Islamic Finance conference organized by BaFin in Frankfurt in October

• Discussion on Islamic banking and finance in Baden-Württemberg parliament

2010

• Kuveyt Turk Participation Bank obtained limited banking license

• Decision to open four Islamic Theology centers by the Federal Ministry of Education and Research at four universities 
locations: Münster/Osnabrück, Tübingen, Frankfurt/Giessen and Nuremberg-Erlangen

2012

• Application of full-fledge banking license by Kuveyt Turk Participation Bank to BaFin

• Second Islamic Finance conference organized by BaFin in Frankfurt

• Issuance of QES Shari’a-compliant Islamic finance certificate by Landes Bank Berlin AG

• Asset Management CIMB Principal Islamic Asset Management issues Shari’a-compliant investment fund in Germany

2013
• QES Islamic finance certificate was terminated by Landes Bank Berlin AG due to lack of demand

• FWU Group plan to initiate €100 million Sukuk

2015
• Issuance of full-fledge banking license to KT Bank AG by the BaFin in March 

• KT Bank AG in Frankfurt commenced operations in July

FIGURE 2: MAJOR DEVELOPMENTS RELATED TO ISLAMIC BANKING AND FINANCE IN GERMANY

Source: Various databases and sources
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Commerzbank AG (2015) reiterates its 
commitment to the IBF industry in these 
words: 

“Commerzbank Financial Institutions is 
currently developing further Islamic Banking 
techniques, allowing our clients to structure 
their business in a Sharia-compliant way.”

FUTURE OF IBF IN GERMANY
A question now arises about the future of IBF 
in Germany without the participation of big 
banks. Can KT Bank AG, which is primarily 
a retail bank, be successful? The foremost 
important factor that could play a significant 
role in this regard is the operating model 
of a bank. As the market is already very 
competitive with cheap products and the 
presence of a large number of banks with long 
and reliable customer relationships; pricing 
and quality of Islamic products and services as 
compared to conventional banks may help to 
win customers. 

However, the presence of a large Turkish 
community, which is well-connected with 
Turkish religious and social organizations, is 
a plus point for KT Bank AG. KT Bank AG, 
is part of Kuveyt Türk Participation Bank 
A.S., based in Istanbul-Turkey and this group 
aspires to target Turkish speaking population 
in Western Europe mainly in the Netherlands, 
Belgium, Germany and Austria. 

Some Islamic financial experts believe that 
Germany may be successful in attracting 
local and foreign Shari’a sensitive clients by 
following the UK’s Islamic banking model 
and experience. Although IBF in Germany is 
currently less developed compared to the UK, 

As shown in Figure 3, several banks operating 
in Germany have their origins from Muslim 
countries such as Bahrain, Turkey, Jordan, 
Iran, Pakistan and Egypt etc. However, none of 
these banks (KT Bank AG being the exception) 
are engaged in any kind of Islamic banking 
activities. These banks mainly function as 
liaison branches of their respective countries. 
The banking system in Germany is a universal 
banking system and it has three pillars namely 
private banks, cooperative banks and public 
banks. Deutsche Bank AG and Commerzbank 
AG are playing vital roles in the global Islamic 
financial services industry through offering 
Islamic financial products and services, 
consulting services in the issuance of Sukuk 
and other advisory services. However, these 
banks have not shown hitherto significant 
commitment and motivation for the domestic 
Islamic banking market due to the small market 
potential and lack of awareness about Islamic 
banking and finance. The main focus areas of 
these banks are in the GCC, South East Asia 
and up to some extent in the UK market. 

The website of Deutsche Bank AG (2015) 
states that:

“On the Islamic capital markets side, Deutsche 
Bank has been honored to work with our 
sovereign, quasi-sovereign and private clients 
such as the State of Qatar, Saudi Aramco, 

Saudi Electricity Company, Khazanah, Dubai 
Islamic Bank, Banque Saudi Fransi, Dar Al 
Arkan Real Estate Development Company 
and many others to arrange and book-run 
landmark Sukuk transactions enabling them 
efficient and swift access the Islamic capital 
markets to achieve their funding objectives.”

FIGURE 3: FOREIGN BANKS FROM MUSLIM COUNTRIES OPERATING IN 
GERMANY

Institution Country of Origin Location in 
Germany

Islamic banking  cred-
it product offerings in 

Germany
KT Bank AG Turkey Frankfurt am 

Main, Mannheim, 
Berlin

Full-fledged Islamic 
banking products

ABC International Bank Bahrain Frankfurt Yes

Akbank TAS Turkey Frankfurt No

Arab Bank Jordan Frankfurt No

Bank Melli Iran Iran Hamburg No

Bank Saderat Iran Iran Frankfurt No

Bank Sepah Iran Iran Frankfurt No

Europäisch-Iranische 
Handelsbank AG

Iran Hamburg No

Isbank GmbH Turkey Frankfurt No

Misr Bank Europe GmbH Egypt Frankfurt No

National Bank of Pakistan Pakistan Frankfurt No

Oyak Anker Bank GmbH Turkey Koblenz No

Yapi Kredi Bank AG Turkey Frankfurt No

Ziraat Bank Intern. AG Turkey Frankfurt No

Source: Burghardt and Fuß (2004)
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the potential for significant Islamic financial 
services in Germany is undeniable. It is 
estimated that the total accumulated wealth of 
Muslims in Germany is about €25 billion3.  

German market, unlike the UK has different 
financial and regulatory environment. Both UK 
and Germany have different characteristics in 
terms of the size of Muslim population, history, 
economy, regulatory approach towards Islamic 
finance and financial markets. 

The IBF industry in the UK is primarily 
driven by the proactive role of different 
government institutions such as the Bank of 
England and relentless government support. 
However, in Germany, IBF has not seen 
such unwavering support from government 
entities and political leadership. Apart from 
some initiatives of BaFin (Bundesanstalt 
für Finanzdienstleistungsaufsicht), support 
from the financial regulatory authority came 
only in the form of organising a few Islamic 
finance conferences in 2009 and 2012 to 
create awareness among financial institutions 
and Muslim population. Regulatory and legal 
issues remain the major constraint facing the 
implementation of Islamic finance in Germany.

The key difference of the IBF industry in 
Germany and the UK is the strategic location 

of London. Without any doubt, Frankfurt 
is also in the list of leading global financial 
centres but London has a long history of global 
intermediation as a financial centre and is a 
preferred destination for investors from rich 
Muslim countries. 

Despite competitive advantage which London 
has, Germany could still have stronger 
engagement in IBF activities. For instance, 
Germany is a strong trading partner of Turkey 
where we have witnessed Islamic banking 
gaining grounds in recent years to command a 
market share of 6%. 

Another factor which goes in favour of 
Germany is the exponential growth of Socially 
Responsible Investments (SRI) and ethical 
banking in the country with the launching 
of several SRIs and ethical banks in recent 
years. The Germany SRI market recorded 
a compound annual growth rates (CAGR) 
of more than 20% during the 2012-2013 
period. Interestingly, religious institutions and 
charities represent an institutional investors’ 
market share of almost 60%4. 

If KT Bank AG is successful in promoting 
Shari’a-compliant and ethical banking to local 
Muslim and non-Muslim population in the 
coming years, this will entice other banks to 

consider Germany as a viable Islamic finance 
market that is largely untapped.  It should 
also be noted that Frankfurt is home to the 
European Central Bank (ECB) and penetration 
of Islamic financial products and services 
locally may send positive signals to other 
European countries.

REFERENCES:
• Burghardt, Ina., Fuß, Carolin (2004) 
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3.  Dr. Oliver Recklies and Taoufik Bouhmidi. The Potential For Retail Islamic Banking in Germany [online]. Available from: http://arab-bankers.co.uk/posts/view/368/The-Potential-For-
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An Exclusive Interview with

Khalid Alyahmadi is the Chief Executive Officer of Muscat National Development and 
Investment Company (ASAAS) and the Founder and Chairman of the Amjaad Group 
of Companies. After obtaining his bachelor’s degree in engineering from King Faisal 
University, Saudi Arabia, Mr Alyahmadi worked for some of the top engineering firms 
in the Middle East. However, his deep interest and endless efforts to promote Islamic 
banking in Oman have driven him to found and organize the first ever Oman Islamic 
Economic Forum in 2011. The event was not only a huge success but paved the way for the 
development of a vibrant Islamic banking and finance industry in the Sultanate of Oman. 

Hailed as one of the most influential young business leaders, Mr Alyahmadi is a strong 
advocate of Islamic finance and continues his relentless pursuit of promoting and 
developing Islamic banking and finance in Oman. Although Islamic banking is still in 
its infancy, Mr Alyahmadi believes it has great potentials to propel the Oman economy 
to a higher level of development. In this exclusive interview, Mr Alyahmadi shares 
his vision of developing Oman as a regional centre of excellence in Islamic finance 
and the Sultanate’s leadership role in the continued development of the global Islamic 
finance industry.

CEO, Muscat National Development and Investment 
Company (ASAAS) and Chairman, Amjaad Holding

KHALID ALYAHMADI
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Please tell us about Khalid Alyahmadi, the 
entrepreneur. When did you actually know that you 
had an entrepreneur hiding inside you?
Khalid Alyahmadi: Before founding Amjaad back in 2006, I was 
in employment for a number of years. It was during this time 
that the reality of working life hit me. Much to my dismay I soon 
realized that many employers do not value their employees nor 
treat them well. More often than not employers fail to give due 
recognition to employees for their hard work and contribution 
to the company’s bottom line. Lack of recognition and less than 
adequate financial compensation are two main reasons for many 
employees to get frustrated. I wasn’t an exception. As a hard 
working young man, I thought I would be better recognised 
earning more adequate sums if I started my own business. 
Right from the beginning I have tried my best to recognise my 
employees’ contributions and reward them accordingly.

As founder of Oman Islamic Economic Forum 
(OIEF), you put Muscat on the global map of 
Islamic banking and finance. How did you come 
about with this idea and in your views, what has 
been the real impact of OIEF on the national 
landscape of Islamic banking and finance?
Khalid Alyahmadi: I come from a family who practice strict 
adherence to Shari’a principles. This includes avoiding any 
dealings that are deemed to be non-Shari’a-compliant. 
Hence, my family background and my upbringing formed the 
basis of my life, my personality and my passion for Islamic 
banking and finance. Before 2011, Oman had no Islamic 
banks. A businessman, like myself, who does not want to 
deal with riba, found himself at a crossroad. How do we 
grow our business but still remain true to our religious 
beliefs and values? The absence of Islamic banking services 
in the country at that time was mainly due to numerous 
misconceptions on part of different stakeholders, about 
the relevance of Islamic doctrines governing commercial 
activities. 

The idea to organize the Oman Islamic Economic Forum 
came one morning sometime back in 2011 when I was 
checking my email. I was pleasantly surprised and excited 
to have received an invitation to the Word Islamic Finance 
Conference in London. That email struck a chord and 
prompted me to wonder why London was chosen as a 
venue for a conference in Islamic banking and finance 
when the city is not regarded as a major hub for Islamic 
finance unlike the GCC and Malaysia. To quench my 
curiosity, I decided to attend and was overwhelmed by 
the quality and transparency of discussions. It helped me 
have a greater understanding of some of the issues and 
challenges facing Islamic banking. 

It was a real eye opener! I realized that creating an 
understanding and awareness about Islamic banking 
amongst the Omani government and the general 
public was the way forward for the development of 
Islamic banking and finance in my country. And this 
could be achieved by organizing a special forum that 
brings together leading practitioners, prominent 
heads of state, opinion making academicians and 
other important stakeholders to discuss ways in which 
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Islamic finance dealings can have a positive 
effect on the Omani economy specifically and 
the global economy generally. 

It was during this time that I had the privilege 
of meeting Professor Humayon Dar, who 
showed much support and interest in my idea. 
After much discussion and brainstorming, 
we agreed to jointly organize the conference 
and named it Oman Islamic Economic Forum 
or OIEF for short. The event, which was the 
first of its kind in the Sultanate and the region, 
was very successful and had attracted more 
than 500 delegates from different parts 
of the world. I am proud to say that OIEF 
achieved positive results of fostering greater 
understanding and appreciation of Islamic 
banking and finance in Oman. Undoubtedly, 
it paved the way for the development of 
a vibrant Islamic financial industry in the 
country. His Majesty Sultan Qaboos bin Said 
had ordered an extensive feasibility study into 
Islamic banking in Oman. Subsequent to this, 
a Royal Decree amending the banking law and 
the legal authorisation for Islamic banking 
was issued in May 2012 and this followed suit 
with release of the Islamic Banking Regulatory 
Framework by the Central Bank of Oman in 
December of the same year.

As the CEO of Muscat National 
Development and Investment 
Company (ASAAS), what is your 
main role? What are some of 
the real challenges you face in 
discharging your responsibilities? 
Please share with us about ASAAS 
and its mission and philosophy.
Khalid Alyahmadi: ASAAS was formed 
in 2014 by the State General Reserve 
Fund of the Sultanate of Oman, Muscat 
Municipality and 8 pension funds from both 

the government and private sector. Our aim 
is to become one of the main development 
and investment arms for the government 
and pension funds in the country. Hence, 
ASAAS’s mandate is founded on identifying 
new investment opportunities and intelligent 
solutions that meet public needs to enrich 
the quality of life of people in Oman. This in 
itself is a huge mandate! ASAAS’s business 
model revolves around collaborating efforts 
with different public and private sectors in 
areas such as tourism, logistics, healthcare, 

education and retail, thus contributing to the 
diversification of the national economy.

Hence, at ASAAS, our vision is “to contribute 
in upgrading the quality of life in Oman with 
a commitment to generate a sustainable 
economic return”. To this effect, our mission is 
“to initiate, collaborate and deliver businesses 
that will improve the general well-being of 
the community in Oman as well enhancing 
shareholders value and contribution to the 
diversification of the national economy”. We, 
my colleagues and I, are trying to build a solid 
organization that can be an economic pillar 
for the Omani economy in the longer term. 
As we celebrate our first year in operations 
and about to kick start our first project, we 
are blessed with the right team that shares 
ASAAS’s vision and mission.

How is Oman different from other 
countries in the GCC? Do you think 
that Oman can become an agent 
of change in the regional Islamic 
financial services industry?
Khalid Alyahmadi: Of the 4.2 million 
population in Oman, Omani citizens constitute 
about 55%. This is different from other GCC 
countries. Based on several surveys carried 
out on the demand for Shari’a-compliant 

   The idea to organize the Oman Islamic Economic 
Forum came one morning sometime back in 2011 when I 
was checking my email. I was pleasantly surprised and 
excited to have received an invitation to the Word Islamic 
Finance Conference in London. That email struck a chord 
and prompted me to wonder why London was chosen as 
a venue for a conference in Islamic banking and finance 
when the city is not regarded as a major hub for Islamic 
finance unlike the GCC and Malaysia. 
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financial products in Oman, there is strong 
evidence to suggest that Omanis prefer to 
conduct their financial affairs in accordance 
with Shari’a. We have seen that Islamic 
banking has been embraced with fervor by 
the people of Oman - a clear evidence of the 
demand potential for more Shari’a-compliant 
financial products and services. 

Although Oman is a relative latecomer to 
Islamic banking, the industry is expected to 
grow rapidly over time. This is attributable to 
several key drivers including a fast growing 
economy, diversification of the economy from 
dependence on oil and gas, and the Sultanate’s 
young population. 

In my views, the main challenge facing the 
Islamic banking and finance industry is human 
capital. We need more qualified leaders and 
professionals in the industry with both Shari’a 
knowledge and banking experience with 
international investment exposure. I believe 
that having quality talent is a pre-requisite 
not only for the development of the industry 
but also for its long term sustainability. The 
government should play a key role as the 
enabler in developing qualified professionals in 
Islamic finance.

You happen to be a vivid user of 
social media. What role can social 
media play in creating awareness 
around Islamic economics, banking 
and finance?
Khalid Alyahmadi: Social media is indeed a 
powerful tool and as such, can be used for 
raising awareness about Islamic economics, 
banking and finance. From my observations, 
Islamic financial institutions are using social 
media as a marketing tool but with no clear 
vision and mission. I believe that they need to 
take a back-to-basics approach with a focus on 
the fundamentals of Islamic economic system. 
Islamic financial institutions should be more 
active in raising zakat, which is a mandatory 
deed; as well as setting up endowment funds 
or awqaf to support education and healthcare. 
Focus should also be more in investment 
banking. Another important role that Islamic 
financial institutions can play through social 
media is promoting the true spirit of Islam as a 
religion of peace and justice.

You have invested in the US and 
have for some time been actively 
involved in some of the community 
development projects therein. 
What is your view on the Muslim 
communities living in Muslim-

minority countries like the US and 
UK?
Khalid Alyahmadi: I honestly believe that 
Muslims in the US and UK are given fair 
treatments and are treated as equal citizens 
regarding their rights and freedom. Most of 
those Muslims living in the US and UK don’t 
have similar quality of life or equal rights back 
in their home countries. Muslim communities 
in Muslim-minority countries have better 
appreciation for collaborations and are great 
proponents of peaceful co-existence.

On a lighter note, where do you feel 
most comfortable and what makes 
you happy?
Khalid Alyahmadi: I am always happy and 
thankful; but more so when I am helping 
people and making them happy! 

Would you disagree to the view 
held by many Muslims that Islamic 
banking and finance has failed to 
achieve its objectives in terms of 
poverty alleviation and contribution 
to economic development? 
What can be done to make 
Islamic banking and finance more 
sensitive to the needs of Muslim 
communities around the world?
Khalid Alyahmadi: We are still at the starting 
point. Objectives are not yet well defined 
and there is no common business plan. All 
parties must and should do much more. Like 
any other community, high quality education 
is very important. And this should be made 
accessible and affordable for learners of all 
ages, irrespective of class, status, creed, colour 
and language. The Islamic banking and finance 
community should put greater focus on this 
agenda. 

I would also like to see Islamic banks taking 
on higher risks in providing more financing 
and investment products. Islamic banks 
need to demonstrate their ability to be more 
innovative in terms of product development 
and provision of services, especially in 
providing tools and products to attract foreign 
funds.

What are your thoughts on the 
current developments of Islamic 
banking and finance, both in Oman 
and globally? Why Islamic banking 
and finance remains the least 
developed market segment even in 
many Muslim countries?

Khalid Alyahmadi: The world today is facing 
multiple economic and social issues. Wealth 
distribution is still extremely top heavy while 
the number of people living in poverty has 
actually increased in recent years. The strong 
support from the government has propelled 
Islamic banking and the economy of Oman to 
a higher level of development. There has been 
robust growth in recent years with Islamic 
banking now accounting for 6.3% of the total 
banking assets in Oman, compared with 5.3% 
in 2014 and 3.6% in 2013. But finance is only 
one element of an economic system. We need 
to have a complete ecosystem for Islamic 
finance to thrive further and this process must 
be well coordinated between both political 
and financial authorities.

What are future plans of Amjaad 
Holding? Where do you see the 
company in the next 5 years?
Khalid Alyahmadi: Amjaad has been growing 
consistently since it was set up in 2006. We 
started with only a capital of US$20,000. 
Today we are a holding company with a 
turnover of US$15 million and we expect 
to double this figure by 2020. Our primary 
focus is in real estate development, asset 
management services including financing 
arrangement.

Please share with the readers a 
typical day of Khalid Alyahmadi, 
how it starts and what are the 
important daily items or tasks on 
your to-do list.
Khalid Alyahmadi: I try my best to go to the 
mosque every morning to perform my fajr 
prayer and then recite a few pages of the 
Quran. When I am able to do this, my day is 
without a doubt a better one! After coming 
home from the mosque, I help my wife prepare 
our kids for school. I typically start my working 
day at 8 am and depending on the day’s 
schedule I sometimes work until 7 pm. After 
work I would alternate between visiting my 
parents, meeting some friends, getting some 
work done at home or spending time with my 
children – the latter is always my priority. 

Family or Country? Which one 
should come first?
Khalid Alyahmadi: Both; achieving a balance 
is important!

INTERVIEW
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   The IRBA night is a true celebration of the success 
of the Islamic retail banking industry and appreciation of 
all those who have made this a huge success. I congratulate 
all those who are receiving an IRBA tonight and thank all 
others who are also an important part of this success story. 
— Professor Humayon Dar, Founder and Chairman of IRBA
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The inaugural Islamic Retail Banking Awards 
(IRBA) took place on November 17, 2015, at 
the prestigious Taj Hotel Dubai in the vibrant 
city of Dubai, United Arab Emirates. The 
awards ceremony was held in conjunction 
with the 7th World Islamic Retail Banking 
Conference, and was attended by more than 
200 Islamic bankers and finance practitioners 
from around the world. The awards ceremony 
was organised and managed by Cambridge 
IF Analytica, which is a UK-based financial 
services intelligence house that specialises 

in developing and utilising powerful cutting 
edge analytical tools to evaluate business 
data, assess macroeconomic indicators and 
understand market trends. 

IRBA is the first-of-its-kind Islamic banking 
awards programme based on the most 
academically rigorous analysis of global Islamic 
banking efficiency performance. Winners are 
rigorously assessed by a panel of independent 
experts based on the new efficiency model 
developed by Cambridge IF Analytica. These 

prestigious awards honor individuals and 
institutions who have demonstrated great 
commitment and made significant contribution 
to the development, growth and success of 
Islamic retail banking.

IRBA celebrates excellence and best practices 
in Islamic retail banking in two categories:

• Strongest Islamic Retail Banks – award 
winners are selected based on a 
pathbreaking Islamic banking efficiency 
study conducted by Hamdan Bin 
Mohamed Smart University, which ranks 
over 132 Islamic retail banks. 

• Critics’ Choice Awards – award winners 
are rigorously selected by the Critic’s 
Choice Committee, which comprises 
of leading Islamic banking experts from 
around the world.

Strongest Islamic retail banks should be 
considered the safest Islamic banks in terms 
of doing business with, both by customers on 
the liabilities side and those seeking financing 
from or doing business from these banks on 
the assets side. We believe that efficiency 
of operations and management should be 
the key factor in determining the safety 
level of a bank rather than its size. Unlike 
the Safest Bank Rankings by Global Finance 
Magazine, we employ a robust methodology 
to measure efficiency of Islamic retail banks. 
We expect that our ranking of Islamic retail 
banks will become a benchmark in assessing 
the performance of Islamic retail banks all 
over the world. Critics’ Choice Awards, on 
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the other hand side, take into account wider 
factors in determining winners in a number of 
categories.

In the inaugural IRBA, a total of 25 awards 
were presented to Islamic banks and 
individuals, including a technology firm and 
an education of higher learning. A total of 10 
individuals and institutions from the UAE were 
honoured with various categories of awards, 
representing 40% of the total number of 
award recipients. However, the coverage was 
global. Pakistan, Sudan, Malaysia, Oman and 
Saudi Arabia each took home 2 awards. Other 
countries represented in the awards ceremony 
included Kenya, South Africa, Bahrain, Kuwait 
and Jordan.

TOP AWARDS
Islamic Retail Banking Leadership 
Award 2015

Hussain Al Qemzi, Group CEO of Noor 
Investment Group and CEO of Noor 
Bank – UAE

The Islamic Retail Banking Leadership Award 
is the most prestigious award in IRBA, and is 
decided by the Critics’ Choice Committee. 
Hussain Al Qemzi was chosen to receive the 
inaugural award for leading Noor Investment 
Group since its inception to-date to uplift 
Noor Bank to become one of the most visible 
Islamic retail banking brands in the UAE. 
The bank faced numerous challenges in its 
short history but Mr Al Qemzi saw it through 
troubled times, and rebranded it from Noor 
Islamic Bank to Noor Bank to increase its 
mainstream relevance. During his tenure 
as CEO, Noor Bank was rated A- by Fitch 
in 2014. The Critics’ Choice Committee 
considered the distinguished career of Mr 
Al Qemzi as CEO of Sharjah Islamic Bank, 
which under his leadership was recognised 
as a respectable Islamic bank after its full 
conversion from a conventional bank. This was 
indeed followed by his on-going role as CEO of 
Noor Bank.   

IRBA CEO of the Year 2015

Mohammed Qasim Al Ali, CEO of 
National Bonds – UAE

National Bonds is a unique retail investment 
product that has received Best Islamic Saving 
Product Awards for the last three consecutive 
years. The man behind this success is none 
other than Mohmmed Qasim Al Ali, the 
founding CEO of National Bonds Corporation. 
The Critics’ Choice Committee decided to 
honour his contributions by unanimously 
voting Mohammed Qasim Al Ali as the IRBA 
CEO of the Year 2015.

Upcoming Personality in Islamic Retail 
Banking 2015

Asad Batla, Head of Consumer Banking 
at Bank Nizwa – Oman

Asad Batla, currently serving as Head of 
Consumer Banking at Bank Nizwa, has an 
illustrious career in Islamic retail banking. 
Prior to joining Bank Nizwa, he served the 
then newly established Noor Islamic Bank in 
the UAE. His instrumental role in developing 
the consumer banking franchise of Noor 
Islamic Bank was rated highly by his current 
employer who persuaded him to join the 
first full-fledged Islamic bank in Oman. Since 
joining Bank Nizwa, Mr Batla has developed 
an impressive consumer banking franchise of 
the bank, which is fast emerging as a premier 
bank in the country. The Critics’ Choice 
Committee opined that Asad Batla possesses 
both experience and expertise to assume a 
leadership role in an Islamic bank in the near 
future. This was the main reason behind 
choosing him as the winner for the Upcoming 

Personality in Islamic Retail Banking of the 
Year 2015. 

Upcoming Shari’a Scholar in Islamic 
Retail Banking 2015

Mufti Aziz ur Rehman – UAE

In a very short span of time Mufti Aziz 
ur Rehman has established himself as an 
influential Shari’a scholar in Islamic retail 
banking and finance. As a hard working Shari’a 
scholar, Mufti Aziz ur Rehman has acquired 
a number of formal qualifications, including 
from Accounting & Auditing Organisation for 
Islamic Financial Institutions (AAOIFI). He is 
at present pursuing a PhD at University of 
Management & Technology (UMT) Lahore, 
after which he is expected to rub shoulders 
with the Tier-1 Shari’a scholars in the Islamic 
financial services industry.

Islamic Banking R&D Award 2015

Dubai Centre for Islamic Banking & 
Finance, HBMSU – UAE

The Dubai Centre for Islamic Banking & 
Finance (DCIBF) at Hamdan Bin Mohamed 
Smart University (HBMSU) Dubai was chosen 
for this prestigious award for its pioneering 
research on Islamic banking efficiency, which 
was used as a basis for the selections of the 
Strongest Islamic Retail Banks. DCIBF is 
a joint initiative of HBMSU and Dubai the 
Capital of Islamic Economy. It supports the 
development of human capital in the areas of 
Islamic finance, and conducts both academic 
and applied research in this area. DCIBF has 
been publishing an Islamic Banking, Growth, 
Efficiency and Stability Report since 2014. 
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The 2015 edition of the report contained a 
detailed efficiency analysis that attempted 
to rank all retail banks of the world. This was 
acknowledged by the Islamic Banking R&D 
Award 2015 other similar research initiatives 
of DCIBF.

STRONGEST ISLAMIC RETAIL 
BANKS
Strongest Islamic Retail Bank in the 
GCC 2015

Dubai Islamic Bank – UAE

Dubai Islamic Bank (DIB) is the oldest Islamic 
retail bank in the world. In recent years, under 
the dynamic leadership of Dr Adnan Chilwan, 
DIB has further cemented its position as the 
premier Islamic bank in the world. Out of the 
132 Islamic retail banks ranked in terms of 
efficiency, DIB was chosen as the Strongest 
Islamic Retail Bank in the GCC. The efficiency 
score attained by DIB in 2015 was 0.5930, 
which was the 5th largest score in the sample 
used in the efficiency study.

DIB is a public joint stock company, with its 
shares listed on the Dubai Financial Market. 
The bank enjoys a reputation as a leader and 
innovator in maintaining the quality, flexibility 
and accessibility of its products and services. 
It currently operates 90 branches in the UAE. 
DIB is also considered as a flag-bearer of 
Sheikh Mohamed Bin Rashid Al Maktoum’s 
vision of making Dubai a global hub for Islamic 
economy. What makes DIB the Strongest 
Islamic Retail Bank in the GCC is in fact the 
strong support received from the government 
of Dubai. “There is no doubt, however, that 
management of the bank has shown excellence 
in operating the bank on efficient basis,” said 
Professor Humayon Dar, Chairman of IRBA.   

Strongest Islamic Retail Bank in the 
Asia Pacific 2015

Bank Kerjasama Rakyat – Malaysia

Bank Kerjasama Rakyat or Bank Rakyat for 
short was announced as the Strongest Islamic 
Retail Bank in the Asia Pacific region for its 

excellent performance. It stood ahead of 
many better-known Islamic banking brands 
in the region – attaining an efficiency score 
of 0.5280, and ranking 7th position world-
wide. Bank Rakyat’s emphasis on quality and 
prudent asset management has contributed to 
operational efficiency and its overall success in 
Malaysia where it stands as the largest Islamic 
cooperative bank and the second largest 
Islamic bank. 

For the last four consecutive years, Bank 
Rakyat exceeded the RM2 billion mark in 
profit before taxes and zakat, despite a 
very challenging business and economic 
environment. Among the bank’s key initiatives 
has been a comprehensive and detailed three-
phase transformation programme to ensure 
continued success and sustainability and to 
enhance its competitiveness. 

“I feel extremely honoured, grateful and 
privileged to be recognised as the Strongest 
Islamic Retail Bank in Asia Pacific in Islamic 
Retail Banking Awards 2015,” said Datuk 
Mustafha Hj Abd Razak, Managing Director/
President of Bank Rakyat. He attributed the 
success of the bank to his management team 
for their hard work and support in making 
Bank Rakyat a truly success story. 

Strongest Islamic Retail Bank in 
Bahrain 2015

Bahrain Islamic Bank

Bahrain Islamic Bank is the oldest Islamic 
bank in the country. Although Islamic banking 
in Bahrain has become very competitive 
and over crowded, Bahrain Islamic Bank has 
come a long way since its inception in 1979. 
The bank has been maintaining its leading 
position in the Islamic banking sector through 
adopting innovative Islamic investment and 
financing products, supported by superior 
retail and corporate banking services. It is 
listed on the Bahrain Stock Exchange. Its major 
shareholders are leading local and regional 
financial institutions.

Strongest Islamic Retail Bank in Kenya 
2015

Gulf African Bank

Set up in 2008, Gulf African Bank has gone 
from strength to strength, leveraging its 
position as Kenya’s largest Islamic bank. 
Gulf African Bank follows the principles of 
universal banking and offers a wide range 
of Islamic financial products. The bank 
offers products and services that address 
needs of not just Muslims, but all economic 
players in the country including individuals, 
corporate companies, and other institutions. 
Consequently, the bank has rapidly grown a 
portfolio of valuable clients who have in turn 
helped the bank grow and prosper. This is 
evident by the bank’s strong results, which 
reflect growth in market share of deposits, 
financing and continued recognition of the 
bank as a market leader.

“This recognition of Gulf African Bank by 
Islamic Retail Banking Awards as the Strongest 
Islamic Retail Bank in Kenya is a clear 
indication of the bank’s strength and success 
in retail banking,” said Abdulla Abdulkhalik, 
Managing Director of Gulf African Bank.

Strongest Islamic Retail Bank in 
Malaysia 2015

Bank Islam Malaysia Berhad

Bank Islam Malaysia Berhad or commonly 
known as Bank Islam is the first full-fledged 
Islamic bank in Malaysia and indeed in the 
whole region of South East Asia. Through 
its pioneering role, Bank Islam has played 
a significant role in the development of 
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Islamic banking and finance worldwide. It has 
provided technical assistance in the setting up 
of several Islamic financial institutions in the 
Asian region such as Indonesia, Thailand and 
Sri Lanka. Dato’ Sri Zukri Samat, Managing 
Director and CEO of the bank stated at the 
Awards Ceremony, “Bank Islam has chartered 
through unfamiliar territories and played 
a catalytic role in the rapid growth and 
acceptance of Islamic banking both in the 
country and the region, and this international 
recognition is a testament to the bank’s 
aptitude.” 

With over 70 innovative and sophisticated 
Islamic banking products and services, 
Bank Islam offers a comprehensive range of 
services to its more than 5 million customers. 
Primarily a retail bank with consumer 
banking constituting more than 70% of total 
financing, The bank also offer a wide range 
of other products to cater for government-
linked entities, corporates and not-for-profit 
organisations. Bank Islam’s efficiency score in 
the aforementioned study was 0.4570.

Strongest Islamic Retail Bank in Oman 
2015

Bank Nizwa

Being the first full-fledged Islamic bank in 
Oman, Bank Nizwa has evolved itself into a 
leading provider of Islamic financial services in 
the country. This is a remarkable achievement 
for a new bank. Nizwa Bank has indeed put the 
Sultanate of Oman on the global map of Islamic 
banking and finance, as it is fast emerging as 
one of the most recognised brands in Islamic 
banking and finance. 

Strongest Islamic Retail Bank in 
Pakistan 2015

Bank Alfalah Islamic

Bank Alfalah has been running a very strong 
Islamic banking business, competing with the 
full-fledged Islamic banks in the country. It 
is a premier Islamic banking franchise led by 
Rizwan Ata, Head of Islamic Banking. Given 
the excellent performance of this Islamic 
banking window in Pakistan, one should 

expect it to successfully spin off as a full-
fledged Islamic bank in Pakistan.

Strongest Islamic Retail Bank in Saudi 
Arabia 2015

Bank Albilad

Unlike other Islamic banks in the Kingdom, 
Bank Albilad has fast emerged as a leader in 
the domestic Islamic retail bank, despite being 
a relatively new player. With a paid-up capital 
of SAR5 billion and top management positions 
manned by one of the best human resources 
available in the industry, Bank Al Bilad 
continues to increase its profitability since 
2010. Its last annual profits announced stood 
at SAR850 million.

Strongest Islamic Retail Bank in South 
Africa 2015

FNB Islamic Banking

FNB Islamic Banking is another Islamic banking 
window, which has the distinction of receiving 
the Strongest Islamic Retail Bank award, the 
other being Bank Alfalah Islamic Banking from 
Pakistan. The phenomenal success of the bank 
can be attributed to the visionary leadership of 

its CEO Amman Mohammed who has helped 
the Group in extending its reach to across 
Africa.

Strongest Islamic Retail Bank in Sudan 
2015

Al Salam Bank

Al Salam Bank Sudan draws its strength from 
its shareholders in the GCC. Since May 25, 
2005, when the bank started its operations 
in Sudan, it has witnessed steady growth in its 
operations and profits.  Al Salam Bank Sudan, 
which opened its first office in Khartoum, is 
part of the Al Salam group of banks, a financial 
institution that has its hub in Bahrain and also 
operates in Algeria.

CRITICS’ CHOICE AWARDS 
Best Islamic Retail Banking Solution 
Provider 2015

International Turnkey Systems (ITS) – 
Kuwait

ITS is without an iota of doubt the best and 
most dedicated player in Islamic financial 
technology. With clients located all over the 
world, ITS offers its core Islamic banking 
system to Islamic banks and conventional 
banks in all markets where Islamic banking is 
being practised.

Best Islamic Retail Bank in Jordan 2015

Jordan Islamic Bank  – Jordan

Jordan Islamic Bank (JIB) is the oldest Islamic 
bank in the country, and has received global 
recognition as a pioneering player in the global 
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Islamic financial services industry. Set up in 
1978, with its first branch opened in 1979, 
JIB finds itself in the cohort of first generation 
of Islamic banks. Apart from excellence in 
management and prudence in operations, 
JIB also draws its strength from its major 
shareholder – Dalla Albaraka Group. The bank 
is led by Musa Shihadeh, CEO and General 
Manager, who attributed the bank’s success 
to its financial strength, safety and quality of 
its credit portfolio, and the management’s 
commitment to providing advanced products 
and services that meet needs of individual and 
institutional clients. 

“On behalf of Jordan Islamic Bank, we are 
pleased to receive the Critics’ Choice Best 
Islamic Retail Bank in Jordan 2015,” said 
Musa Shihadeh after receiving the award. 
“It is a timely recognition from Cambridge 
IF Analytica, and I am proud to confirm that 
JIB maintains a distinctive place among all 
the banks in Jordan. In accordance with our 
strategic plan we achieved growth in every 
field the bank focuses on.” 

Best Islamic Retail Bank in Sudan 2015

Bank of Khartoum

Bank of Khartoum was chosen as the Best 
Islamic Retail Bank in Sudan due to several key 
factors. It is the largest Islamic retail bank in 
the country but the Critics’ Choice Committee 
choose the bank not only because of its 
stature in the country but also the potential 
role it can play in the global Islamic financial 
services industry. Bank of Khartoum draws its 
strength from its shareholders with more than 
80% originated from the GCC and include 
the likes of Dubai Islamic Bank, Abu Dhabi 

Islamic Bank, Sharjah Islamic Bank, and Islamic 
Development Bank, among others. 

Bank of Khartoum has the potential to 
become the leading Islamic bank in the African 
continent, which is home to the highest 
percentage of global Muslim population. 
Given this potential and the most innovative 
approach in product development and other 
services offered, Bank of Khartoum was 
rightly chosen as the Best Islamic Retail Bank 
in Sudan for the year 2015.

“All of us at Bank of Khartoum are delighted to 
be honoured by the Critics’ Choice Committee 
as the Best Islamic Retail Bank in Sudan,” said a 
buoyant Kashif Mohammed Naeem, EVP and 
Group Head of Retail and Microfinance. “Retail 
Banking remains the core focus of our bank 

and we will continue to expand our branch 
and ATM network. We are also committed to 
enhance our current e-banking offerings and 
to introduce more innovative products and 
services to offer even better solutions to our 
customers in 2016.”

Other important award winners in the Critics’ 
Choice category are listed in the table.

Next year’s IRBA Ceremony is 
expected to take place in Dubai. The 
nominations will start in August 2016 
and will be announced through a 
global press release.

Awards Winners

Best Islamic Retail Banking Group 2015 Standard Chartered Saadiq  – UAE

Best Islamic Retail Bank in Saudi Arabia 2015 Bank Al Jazira – Saudi Arabia

Best Islamic Retail Bank in the UAE 2015 Noor Bank – UAE

Best Islamic Retail Finance Institution 2015 Aseel Islamic Finance – UAE

Best Islamic Retail Banking Product of the Year 
2015

Al Mukhtar Account offered by Habib Bank 
Limited  – Pakistan

Best Islamic Credit Card 2015
Power Credit Card offered by Ajman Bank  – 
UAE

Best Islamic Retail Banking (Liabilities Side) 
Product 2015

Service Ijara offered by UNB Islamic Banking  
– UAE



IRBA aims to recognise and celebrate outstanding 
achievements and contributions of individuals and institutions 
within Islamic retail banking and finance industry, globally and 
locally. Awards are selected from the nominations across 
the industry in more than 25 categories.

The inaugural Islamic Retail Banking Awards were 
held in the vibrant and cosmopolitan city of 
Dubai in November 2015, attended by more 
than 200 industry leaders from over 18 
countries worldwide. This prestigious 
award ceremony honored individuals 
and institutions who have 
demonstrated great 
commitment and made 
significant contribution to the 
development, growth and 
success of Islamic retail banking. 

ISLAMIC RETAIL BANKING AWARDS

For further information, please email
irba@cambridge-ifa.com

NOMINATIONS FOR THE 
2016 AWARDS WILL

OPEN IN AUGUST
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PERSONALITY

What was your earliest ambition?  
I wanted to be a Nuclear Physicist because I found it fascinating to learn how so much power 
could be compressed.

What do you enjoy the most?
I enjoy spending time with my family. I am fortunate that my family is very inclined towards 
higher education and learning. I love to sit with them and discuss concepts. In fact my family 
roots were in the finance industry, which is what drove me to pursue the same.

Why are you into Islamic finance?
In today’s world it is increasingly difficult to balance ones religion and work. I like to believe 
that by contributing to the development of Islamic finance - a young and growing industry, I 
can make a difference however small it may be. At the same time, I like that my educational 
background in mathematics and finance is being put to use in a constructive manner.

What do you do in your spare time?
I like to plan my spare time very efficiently and divide it amongst getting fit, learning and 
contributing to society. However, things often don’t go as planned, and almost all of my spare 
time ends up spending on researching trivial concepts.

Which movie is your all-time favourite? (if you watch movies)
I believe movies are a great way to experience life extremes without actually having to live 
through them-- a catalyst for learning. One of my favourite movies is “A Brief History of 
Time” by Errol Morris.

Who has been your greatest mentor?
I have no specific mentor, although I admire individuals that have taken business risks for 
what they believed in regardless of the outcome.

Where are you the happiest?
I love to visit Dubai. It’s where I grew up and went to school. I have many fond memories 
there.

 If your 15-year-old self sees you today, what would he say?
“Lose the beard”

In a few sentences describe yourself at the age of 65.
I’d like to focus on enhancing education in my later years. I believe there are immense 
unrecognised talent and potentials, which could be utilised for exceptional feats. By changing 
the way knowledge is delivered, I truly believe that a sustainable and cost free system could 
be developed, which would remove the elitist nature of higher education as we know it.

Any disappointments in life?
I have learned that expectation leads to disappointment, and so keeping that in mind I tend 
to live opportunistically but forecast pessimistically.

CEO of Wahedna Invest

JUNAID WAHEDNA
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Rizwan Malik is a passionate advocate of Islamic banking and finance with a keen 
interest in Islamic equities, fund management and indices. As a consummate professional 
with extensive experience in strategy and relationship management, Mr. Malik has been 
instrumental in the development and execution of successful campaigns promoting 
Islamic banking and finance, and has managed different international projects. He has 
developed strong ties with international organisations and leading practitioners in the 
industry built from extensive travels and meetings. Having completed a master’s degree 
in banking and finance, he joined BMB Islamic as an Associate. His rapid career progress 
at BMB Islamic led to his move to Edbiz Consulting as Head, Business Development 
and Strategy. In addition to his managerial tasks, he has profound experience in Shari’a 
review of Islamic funds and indexes where he liaises extensively with Shari’a scholars, 
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The Islamic banking and finance (IBF) industry 
has evolved from over the last five decades 
as an important Islamic financial system. 
With worldwide acceptance Islamic financial 
services are now being offered by more 
than 1,000 institutions in 75 countries. The 
personalities and institutions that initiated IBF 
benefitted from their first-mover advantage 
and have developed themselves into credible 
competitors to the existing conventional banks 
and financial institutions. Similarly, some of 
the products that were introduced in the early 
days underwent a process of transformation, 
evolvement and enhancement and have now 
become irreplaceable as well as competent 
when compared to the conventional products.  

The development of Islamic banking and 
finance has given rise to some of the most 
important products. This article discusses 
some of the important products that have 
contributed to the growth of IBF and are 
defining the way forward for the industry. 

SUKUK
Within the Islamic financial system, sukuk 
market is a new development. The first 
corporate sukuk was issued by Shell MDS 
(Malaysia) in 1990. After that , there were no 
active issuances by other players or markets 
until 2001 when Majlis Ugama Islam Singapura 
(MUIS) and the Government of Bahrain, 
issued sukuk. The first global corporate sukuk 
was issued by Guthrie Malaysia. This also 
marked the start of an active sukuk market.  
The sukuk industry took off in the year 2010 
after the recent financial crisis. Before the 
financial crisis the sukuk market peaked in 
2007 to US$47 billion issuance in that year, 
however after the famous pronouncement 
by Justice Mufti Taqi Usmani that most of 

the existing sukuk are Shari’a non-compliant, 
the market took a hit and sukuk issuances 
dropped by 55%. The total sukuk outstanding 
in 2010 were only worth US$180.03 billion, 
issued globally since 1996. Until 2010 
Malaysia accounted for 58% of total sukuk 
issuances, followed by United Arab Emirates 
(UAE) 18%, Saudi Arabia 8% while Bahrain 
accounted for 6%. The issuances in Malaysia 
are more frequent compared to the GCC, 
however the ticket size for the former is 
usually smaller than the latter.  The Central 
Bank of Bahrain’s regular sukuk ijara and sukuk 
salam programmes since 2002 have played 
an important role for liquidity management 
of local Islamic banks. Other Muslim majority 
countries entering the sukuk market before 
the financial crisis included Pakistan, Brunei 
and Indonesia.  The non-Muslim countries 
have also tapped the sukuk industry 

before the financial crisis, for example, 
German Federal State (Saxony-Anhalt) issued 
US$123 million sukuk ijara in 2004. Further, 
corporations in the USA have also tapped 
into the sukuk market in 2006 when East 
Cameron, an oil and gas company, issued 
sukuk worth US$167 million, while General 
Electric, a large US conglomerate, issued 
US$500 million worth of sukuk in November 
2009. The experience of East Cameron sukuk 
was interesting as the company filed Chapter 
11 bankruptcy in the USA in 2008. 

Since 2010, more than US$505 billion worth 
of sukuk have been issued in the global market. 
Out of this approximately US$80 billion 
were issued in the GCC, while US$28.01 
were issued by Asia excluding Malaysia, 
and US$16.56 billion were issued by other 
regions. Malaysia accounted for majority of 
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the issuances since 2010, a total of US$380 
billion, highlighting the leadership role played 
by Malaysia in the capital markets as well as 
IBF assets. The total sukuk outstanding as of 
September 2014 are US$312.3 billion with 
587 issues1. Figure 2 presents the sukuk 
issuances per year since 1996. 

The market players still prefer domestic 
markets compared to international markets 
although the preference difference is only 
marginal (52% versus 48%). This means that 
most issuers prefer to fulfil their needs from 
the local currency as they are economical and 
quicker to issue. Further, the regulators also 
prefer to activate the local market compared 
to global markets. Since 2008, only between 
25% - 30% of the total sukuk issued in the year 
have been international, the rest have been 
domestic issuances.

While it is Malaysia that is driving the sukuk 
growth in the Islamic banking and finance 
industry, it is the corporate sukuk that is 
leading among the type of issuers. Until 
the third quarter of 2014, corporate sukuk 
issuance was US$63.05 billion, followed 
by sovereign sukuk issuance of US$22.6 
billion (Figure 3). Within the corporate sukuk 
issuances, sukuk issued by financial services 
is leading, followed by power and utilities, 
construction companies, and the real estate, 
etc. The most important sovereign issuance 
for the year 2014 included the UK sukuk of 
GBP200 million, which was oversubscribed 
by more than 12 times and the order book 
reached a total of GBP2.3 billion. Other 
vital sovereign issuances included South 
Africa (US$500 million), Hong Kong (US$1 
billion), and Luxembourg (EUR 200 million). 
It is expected that in the year 2015, more 
sovereigns will tap into the market, these 
include: Oman, Egypt, Tunisia, Libya, Jordan, 
and the Philippines. 

The year 2014 has been very successful 
for the sukuk industry as it continued the 
growth in the asset class. A total of US$116.4 
billion worth of sukuk were issued from more 
than 19 jurisdictions and 16 currencies. The 
Malaysian ringgit continues to dominate the 
sukuk issuances for the year 2014 with more 
than 63% of sukuk, followed by US dollars 
with 21%, Saudi riyals (5%), Indonesia rupiah 
(3%), Qatari riyal (3%), and Bahraini dinar 
(2%). Further, the year 2014 was a good year 
for the euro and UK pound sterling, as both 
entered the market with inaugural issuances.  
According to a market survey USD is the most 
preferred currency of all markets, whether 
to invest or issue sukuk, since a number of 

currencies (especially the GCC) are pegged to 
USD to reduce currency risk.

SOME OF THE KEY MILESTONES 
FOR THE SUKUK INDUSTRY FOR 
THE YEAR 2014 INCLUDED:
Regulatory Developments

• Egypt’s sukuk law to be replaced with 
chapter in existing securities law

• UAE exposure curbs to boost bond and 
sukuk issuance

• Hong Kong and Luxembourg pass sukuk 
bills

• UAE cuts minimum corporate sukuk size, 
announces other standards for issuing , 
listing and trading

• Jordan introduces sukuk rules

• Bangladesh seeks sukuk rule 
amendments, sovereign issuance

• Malaysia provides guidelines for socially 
responsible sukuk

• State Bank of Pakistan announces to 
trade government sukuk in the open 
market

Issuance

• First sukuk of Maldives issued- 10 year 
corporate sale worth US$3.29 million

• Malaysia’a EXIM Bank sells first USD 
sukuk, issuing a US$300 million, 50 year 
sukuk

• Malaysia’s AmIslamic issues RM200 
million Basel III-compliant Tier 2 
Subordinated Sukuk Murabaha

• Turkiye Finans raises US$252 million 
from first sukuk issuance in Malaysia

• Senegal raised Sub-Saharan Africa’s first 
sovereign sukuk of 100 billion CFA francs, 
a 4-year paper

• Goldman Sachs raises US$500 million, 
becoming the first US based conventional 
bank to issue a sukuk

• Britain becomes the first sovereign 
outside the Islamic world to issue sukuk, 
a GBP-denominated 200 million 5 year 
paper 

• Hong Kong issues US$1 billion sukuk 

• South Africa issues US$500 million sukuk

• Luxembourg issues EUR200 million 
sukuk

• Al Baraka Bank Pakistan raised Rs2 
billion (US$19.5 million) via country’s first 
issuance of subordinated sukuk

According to a market research report, sukuk 
issuances for the year 2015 is expected to 
surpass all previous years. It is expected that 
sukuk issuances for the year 2015 will be 
between US$150 billion and US$174.9 billion. 
This highlights the market confidence in the 
future of sukuk. It is expected that sukuk 
issuances will increase on average at 10% and 
by the year 2020 the total sukuk outstanding 
will reach US$906.8 billion, while the demand 
of sukuk will be US$1102.6 billion, i.e., a 
US$195.8 billion demand supply gap. 

The emergence of sukuk has been one of 
the most important developments in IBF, 
especially in the aftermath of the financial 
crisis. The sukuk issuances in the last 10 years 
have become attractive to not only corporates 
but government bodies and financial 
institutions as well. Sukuk can link issuers 
with a wide pool of investors from different 
geographies and across various segments and 
offer diversifications to the traditional asset 
classes. The growth in the sukuk industry has 
brought a number of non-Muslim majority 
governments to access Islamic investments. 
This is partly due to active secondary markets 
that provide a tool for liquidity management 
and low cost of funds in comparison to 
conventional funds. Further, different types of 
underlying sukuk contracts and long and short 
terms sukuk add to the attraction of sukuk for 
the investors and issuers.

At the same time, many industry practitioners 
have also warned against the excess use 
of debt instruments like sukuk, one of the 
reasons is that the debt may sky rocket to a 
level making it vulnerable to instability, and 
may lead to a similar financial crisis of 2007-
2008. The other reason also cited by the 
practitioners and some scholars (and there 
is difference of opinion on this) that the debt 
finance is not in the spirit of Islam, and they 
recommend more equity mode of investments. 

ISLAMIC EQUITIES
Islamic funds are still in their infancy, 
compared to conventional and socially 
responsible investment funds both in terms of 
assets under management (AUM) and growth. 
Islamic funds witnessed 7.6% growth in 2010, 

1.  Thomson Reuters Sukuk Perception & Forecast Report 2015Retail-Islamic-Banking-in-Germany. [accessed on 6 January 2016].
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significantly lower than its conventional 
counterpart, which saw 35% growth. Within 
the Shari’a compliant investments, the Islamic 
funds industry has grown rapidly over the last 
10 years to become an important segment of 
the global Islamic financial services industry. 
The total number of Islamic funds reached 
1065 in 2013 compared to 576 in 2007, 
however they remain only a small portion of 
the overall IBF assets. Further, the Islamic 
fund management industry has witnessed 
a 10% increase of funds between 2012 and 
2013, the AUM has decreased slightly since 
then, as managers with small portfolios 
are exiting the market. Islamic funds have 
received tremendous success since it was first 
introduced, but post after the financial crisis 
it experienced the least growth. A number of 
financial institutions in the West, including 
fund managers launched Islamic equity funds 
before the crisis, market conditions worsened, 
they had to liquidate their funds. Following 
the financial crisis more focus and interest was 
received by sukuk. Consequently, the sukuk 
industry has flourished since then. There were 
24 sukuk funds launched in 2013, while only 
9 were launched in 2012 and 2011. However, 
despite the increase in the sukuk funds, the 
Islamic equity funds continue to dominate the 
Islamic fund management industry.

Islamic equity funds have the largest share, 
with 54% of total Islamic funds and US$60 
billion of AUM (Figures 4 and 5).

Islamic equities are required to go through a 
Shari’a screening process, which ensures that 
the business, mode and capital structure of 
the businesses are in line with Shari’a. 

Islamic equities are required to go through a 
Shari’a screening process, which ensures that 

the business, mode and capital structure of 
the businesses are in line with Shari’a.  

Islamic equity investment appears to align 
with ideal Islamic financial principles. In 
order to consider an investment proposal 
compliant with Shari’a guidelines, it needs to 
be assessed from two angles, i.e., nature of the 
transaction and nature of contracting parties. 
Equity Finance, as is usually argued, would 
make it difficult to accumulate ‘unearned’ 
fixed income, and generally promotes equity 
and justice in society. Such assessment can 
be achieved by considering whether there 
is any gharar and riba, etc., involved in the 
structuring of the transactions and the nature 
of the business. The two key questions to be 
asked are: Is the company involved in activities 
deemed by the Shari’a to be impermissible? 
This is deemed by a process known as the 
Business Screen . The second is the financial 

management of the company, if it is involved 
in undertaking financial obligations that 
are not entirely in conformity with Shari’a. 
This is known as the Financial Screen . They 
are usually conducted consecutively with 
the business screens undertaken first as 
represented by Figure 6 (see next page). 

TAKAFUL 
Another important Islamic product that has 
benefitted the industry and the stakeholders 
in IBF is Islamic insurance known as takaful. 
Literally the word means joint responsibility 
and solidarity. It is based on the concept of 
cooperation, responsibility, protection and 
guarantee amongst its participants. Before 
the introduction of Islamic insurance, Shari’a 
sensitive investors on the basis of maslaha or 
darura (necessity) would use conventional 
insurance. Since then the industry has 
developed immensely in Muslim-majority 
countries to offer both family and general 
takaful, and have also introduced re-takaful 
companies. A number of developed insurance 
companies have set up Islamic windows for 
both takaful and re-takaful to attract Shari’a 
sensitive users of insurance. 

The idea of takaful is mutual cooperation, 
where it is based on mutual help amongst 
the participants, each of them voluntarily 
contributing to a fund which is used to 
compensate a member when needed. Islamic 
law allows measures taken to reduce risk, 
as evidenced by the hadith where Prophet 
Muhammed (PBUH) advised a companion 
to have faith in Allah and tie his camel, rather 
than just relying on Allah to prevent the camel 
from running away.

The word takaful is not used by all takaful 
companies. For example, in Sudan, it is 

FIGURE 4: GROWTH IN FUNDS

US$
billion

0

200

2007
2008

2009
2010

2011
2012

2013

576
645

702
795

878
971

1065

400

600

800

1,000

1,200

FIGURE 5: FUNDS TYPE

0

5

10

15

20

25

30

35

40

Sukuk Equity Mixed Real Estate OtherMoney
Market

N
um

be
r o

f f
un

ds

Funds type

2013 (Sep) 2012 2011 2010 2009



44

known as Islamic co-operative insurance 
while in Saudi Arabia the word co-operative 
insurance is more often used. Generally, 
takaful and conventional insurance share the 
same objective, i.e, to help those affected 
by a calamity. Hence, insurance started as 
not for business but a way to help the needy 
on gratuitous basis. Although takaful and 
conventional insurance the same, they differ 
in their operations and management of funds. 
While mutual or co-operative insurance is 
owned and managed by its own members, 
takaful on the other hand could be operated 
by joint stock companies. Hence, it is also 
argued that takaful in essence may not be 
purely mutual, In fact most of the takaful 
companies have resorted to shareholder 
model based or commercial entity instead of 
pure co-operative or mutual organisation. 
They are operated as commercial entity 

making profits for the shareholders and this 
may not render the takaful invalid as takaful 

companies only act as a mediator to manage 
participants’ funds and receive remuneration 
for their services. Hence, it does not have any 
right towards takaful funds and also does not 
take responsibility of any deficiency. There 
are two contractual relationships in takaful: 
Tabarru – voluntary donations – amongst 
the policy members; and wakala - agency or 
mudaraba-based profit sharing between the 
participants and the operator. Further, the 
funds in the agency or mudaraba contract 
are invested in Shari’a compliant avenues to 
generate a return. 

Overall the growth prospects for takaful 
industry are very positive, Total net 
contributions were estimated to reach 
US$14 billion from US$12.3 billion in 2013 
(Figure 7). However, the growth in takaful 
industry has reduced from 22% (2007-2011) 
to 14% (2012-2014). Countries like Malaysia, 
Indonesia, Brunei, Singapore, and Thailand 
continue to achieve a 22% year on growth. 

Saudi Arabia is the largest takaful market 
with a total of 48% share followed by the 
ASEAN region with 30%, and the GCC 
(excluding Saudi Arabia and Oman) accounts 
for 15%. The total gross takaful contribution 
is expected to reach US$10 billion by end 
of 2015 from an estimated US$8.9 billion in 
2014. Within the Gulf region, Saudi Arabia 
accounts for the majority of the gross takaful 
contributions – 77%, followed by UAE, at 15%. 
The rest of the GCC countries account for 8%.  
The growth has been strong in the new and 
developing region like Africa. Going forward 
it is expected that the total size of the global 
takaful industry will reach US$18.5 billion by 
the end of 2016, with Saudi Arabia accounting 
for 50% of the total takaful contributions. 
Challenges that the takaful industry is facing 
include competition, lack of qualified talent, 
and profitability of takaful companies, etc. It is 
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expected that with strong challenges from the 
conventional providers, takaful operators are 
likely to continue the struggle in the short to 
medium term. Despite these challenges family 
takaful and medical takaful are expected 
to grow particularly in Malaysia, UAE and 
Indonesia. 

DEPOSITS
Shari’a-compliant deposits constitute the 
largest proportion of Islamic banks’ liabilities 
on their balance sheets. Like the conventional 
banks, deposits are money due to depositors, 
which represent funds accepted from the 
general public for safe keeping, demand 
deposits (fixed and notice) and foreign 
currency deposits. In an Islamic bank all 
these products are designed and operated 
in a Shari’a compliant manner.  This is one 
of the most important products in banking 
management as a change in the level of 
deposits in the banking system is one of the 
most important variables in influencing the 
monetary policy of the country as growth 
in money supply is usually calculated using 
total deposits in the banking system. It 
further contributes to an increased fiduciary 
relationship as it also provides means 
of multiplying funds through the strong 
guarantees derived from the element of trust 
in banks. 

There are different types of deposits are 
structured on the basis of different contracts. 
Some are merely based on the principle of loan 
(qard) while others like investment accounts 
may be based on mudaraba where the profit 
as well as the principle is not guaranteed by 

the bank. This can also create moral hazard 
as Islamic banks may be willing to take more 
risk, as the investment account holders may 
be ready to absorb losses in case the bank fails 
to generate the desired returns. Other major 
types of deposits offered by Islamic banks 
include savings accounts, current accounts, 
term deposits and investment deposits. 

SAVING ACCOUNTS 
Generally based on the concept of qard, 
wadia and mudaraba, it is a type of account 
that allows customer to deposit and withdraw 
their money, whenever required. Unlike 
a demand deposit, it does not have any 
withdrawal limitation and hence the funds can 
be withdrawn and deposited at any time on 
customer’s demand. A saving account holder, 
unlike a current account holder, does not 
receive a chequebook and hence money can 
be withdrawn from the cash counter or via an 
ATM machine.  

CURRENT ACCOUNTS 
Unlike a saving account, current account is a 
non-interest bearing bank account that allows 
the deposit holders similar benefits to the 
saving account and also offers a chequebook 
facility. In addition, the current account holder 
may also have an overdraft facility, which may 
allow the deposit holders to withdraw more 
funds than otherwise available in the account. 

TERM DEPOSITS
Term deposit is a type of deposit that is held 
at the bank for a fixed period. It is generally of 

a short term, with maturities ranging from a 
month to a few years. A term deposit holder 
has to agree with the terms that the funds 
may not be available to the deposit holder 
until a fixed period after a predetermined 
notice period. Typical underlying contract 
at an Islamic bank for term deposit includes 
unrestricted mudaraba or wakala, where 
the bank acts as a partner or agent to invest 
the funds in a Shari’a-compliant manner. The 
returns of the term deposits are shared with 
term depositors and the bank (in case of 
mudaraba), while the returns in the case of 
wakala agreement are fully passed on to the 
depositors, and the agent or wakeel receives a 
fixed wakala fee. 

PROFIT SHARING INVESTMENT 
ACCOUNTS (PSIA) 
PSIAs refer to deposits structured around 
a mudaraba contract where the depositor is 
known as Investment Account Holder (IAH). 
The bank agrees to share the profit generated 
from the assets funded by the PSIAs, based 
on an agreed profit sharing ratio, while the 
losses will be borne by the IAH holders. 
There are two types of PSIAs: unrestricted 
and restricted. The former allows the bank 
or financial institution full independence to 
invest the funds wherever they like as long 
as the venture is in compliance with Shari’a. 
The latter allows investment in only those 
assets that are otherwise allowed or stated by 
the IAHs. The funds are managed separately 
compared to other deposits of the Islamic 
banks. 
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Islamic banking deposits have growth in 
Muslim as well as non-Muslim majority 
countries and is leading the development of 
Islamic banking and finance industry. The total 
size of the Islamic banking and finance industry 
is US$1.931 trillion while the Islamic banking 
assets account for 80%, with more than 500 
deposit taking institutions. The size of Islamic 
banking deposits is increasing at different 
rates in various countries and now accounts 
for considerable size, for example: the size 
of Islamic banking deposit in UAE is 25% of 
the total Islamic banking assets, in Bahrain 
it is 24%. Bangladesh with 20% of Islamic 
banking deposits is another major player, while 
in Pakistan Islamic deposits have exceeded 
the 10% mark compared to the total banking 
industry.

MICROFINANCE
Microfinance is a general term used to 
describe financial services offered to low 
income individuals or to those where general 
banking services are not available. The focus 
of microfinance institutions has over the years 
shifted from just providing microcredit to 
offering an array of financial products that 
serve the growing needs of the poor such as 
savings, insurance and investments. 

Islamic microfinance, on the other hand, is 
developing a niche market in Muslim countries 
including, Pakistan, Indonesia, Malaysia, 
Bangladesh, Sudan, Lebanon and Yemen. 
Islamic microfinance is defined as provision 
of microfinance services in compliance with 
the Islamic law, and is coherent with its moral 
values of brotherhood, solidarity and caring 
for the less fortunate. It is a developing 

industry and is a synthesis of two industries; 
microfinance and Islamic finance is expected 
to develop into a vital industry for the poor 
and less fortunate who are at present avoiding 
conventional microfinance services due to 
religious reasons. 

Islamic microfinance can be involved in four 
main types of productive services: 

• Providing access to financial products 
based on murabaha, salam or equity-
based financing in the form of mudaraba, 
musharaka and ijara; 

• Providing asset building products – 
saving accounts, current accounts and 
investment deposits; 

• Providing safety net products - 
microtakaful; and

• Providing social services – charity based 
contracts such as qard hasan, zakat funds, 
sadaqa and dedicated waqf.  

• In the literature on Islamic microfinance, 
operating instruments have also been 
defined under two categories: 

• Charity-based microfinance instruments 
that include structures like zakat, 
sadaqah, charity and qard hasan; and 

• Profit-based microfinance instruments 
that include partnership-based contracts, 
and murabaha, salam, istisna’ contracts, 
etc. 

In the partnership-based contracts like 
mudaraba and musharaka, the risk assumed by 

Islamic microfinance institutions are presumed 
to be high. Under such contracts, profits are 
agreed upon while the losses are shared in 
proportion of the capital provided. In the 
case of mudaraba all losses will be borne by 
Islamic microfinance institution while in the 
musharaka contract it will be shared with the 
partners. These modes are not often used by 
the Islamic microfinance institutions, as there 
is a preference for microcredit modes. This is 
due to information asymmetry problems and 
moral hazard where the partner or borrower 
has the incentive to undertake lower effort 
that reduces the probability of the micro-
projects success. 

According to a research paper approximately, 
75% of the total active financing in Islamic 
microfinance is on the basis of murabaha, 
while 22% is on the basis of qard hasan. 
Partnership-based modes financing like 
mudaraba and musharaka are rarely used. 
Unlike the Islamic financial services industry 
that is mainly driven by Malaysia and GCC 
countries, Islamic microfinance is active and 
has emerged in developing countries. It has 
achieved interesting scalability in countries 
like Pakistan and Bangladesh in the South 
Asia, Indonesia and Malaysia in the South East 
Asia or Far East and Sub-Saharan Africa and 
Sudan. Islamic microfinance institutions are 
found in more than 15 countries including 
Pakistan, Afghanistan, Bangladesh, Malaysia, 
Indonesia, Bahrain, Egypt, Lebanon, Iraq, 
Jordan, Palestine, Sudan, Yemen, and Kosovo. 
Yet it has grown at a slower pace compared to 
its conventional counterpart and represents 
less than 1% of IBF. The total number of clients 
benefitting from Islamic microfinance services 
are estimated to be 1.28 million of which more 
than 80% are concentrated in Bangladesh, 
Indonesia and Sudan. The Islamic microfinance 
industry is expected to grow at a compound 
annual growth rate of about 20% between 
2014 and 2018. Bangladesh leads the table 
of the most number of Islamic micro finance 
clients, followed by Sudan while Indonesia 
leads in terms of outstanding dollar amount 
followed by Lebanon and Bangladesh. 

There are now important Islamic microfinance 
institutions set up in a number of countries; 
institutions that have received prominence 
lately include:

1. Akhuwat: A micro-lending institution 
based in Pakistan established in 2001. 
It has since then benefited more 
than 500,000 clients. With a strong 
federal and provincial government 
support Akhuwat is playing a key role in 
transforming the lives of people in the 
country through the use of qard hasan. 
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2. Baitul Mal wa Tamwil: Set up in 1993 in Indonesia as a religious 
institution, it was introduced by an Islamic organisation to help 
facilitate business activities of its members. It was registered 
as a cooperative. Like Akhuwat it also uses qard hasan mode of 
financing, in addition to murabaha. It has now more than 3,000 
branches throughout Indonesia. 

3. Family Bank (banking model): Established in 2009 in Bahrain 
(a country with a very small population and even smaller number 
of poor people) and operates as a micro-lending bank. As a 
commercial entity it works with Garmeen Trust as a strategic 
partner. The programme disburses loans of between US$100 to 
US$500 while the commercial loans are between US$500 and 
US$5000. 

As citied in 2013 CGAP Islamic microfinance is an important sector 
within the global microfinance movement. It is estimated that more 
than 70% of the people in the Muslim majority countries are financially 
excluded and Islamic microfinance can play an effective role in 
converting financially excluded people to formal financial services. 
The International Monetary Fund in April 2015 also claimed that 
Islamic finance has the potential to contribute to the global economy, 
promising to foster greater financial inclusion, especially of large 
under-served Muslim populations

There is now strong government support in a number of countries 
including Yemen, Afghanistan, Sudan, Malaysia and Pakistan. The 
industry continues to face challenges from several fronts including 
competition from commercial banks, tightening of regulatory 
frameworks, securing sustainable funding as well as a trade-off 
between poverty outreach and financial sustainability. 

HOME FINANCING
Islamic home financing, like deposits, is one of the most important 
retail banking products introduced by Islamic banks. Retail banking 
has always accounted for the largest component of financing activities. 
The products offered through retail banking include home financing, 
car financing and personal financing. In terms of financing concept, 
Islamic banks have developed instruments on the basis of murabaha, 
musharaka, ijara, qard hasan and many more, which are compatible 
with Shari’a.  Before the introduction of Islamic home purchase plan, 
Shari’a-sensitive clients had very limited choice of owning houses. 
Hence, some had to rent it out while others choose to follow the 
opinions of Shari’a scholars, which allowed buying one house through 
conventional financial services on the basis of darura (necessity).  

The main difference between Islamic and conventional home financing 
is inherent in the underlying contracts used. In a typical home financing 
deal in conventional banking, the bank will lend a sum to the borrower 
on interest. On the other hand, in a typical sale based contract, an 
Islamic bank will buy the property from the seller and then sell it on to 
the borrower or person seeking home financing at a higher price on a 
deferred sale basis. The typical underlying sale based contract used is 
bai’ bithaman ajil (BBA) which is based on a Shari’a concept of deferred 
payment sale. The term BBA is more commonly used in Malaysia and 
Brunei, while term bai’ mu’ajjal is more common in South Asian region 
and murabaha in the Middle Eastern countries.

The other contract used in home financing is musharaka mutanaqisa 
or diminishing musharaka. It is a hybrid contract and is defined as a 
form of partnership in which one partner promises to buy the share 
of the other partner gradually until the title of equity is completely 
transferred to him. The transaction typically has three steps. First, 
the bank and customer enter into a partnership contract. Second, 
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they enter into an ijara contract where the 
customer agrees to rent the banks undivided 
share in the property. In addition, throughout 
the contract the customer agrees to buy 
the share of the bank through a sale, so that 
every time the customer makes a payment, 
some of the payment is allocated to buying 
bank’s share in the property. The diminishing 
musharaka contract is commonly used for 
asset finance, property venture and working 
capital. Al Rayan Bank (formerly known as 
Islamic Bank of Britain) and HSBC Amanah 
(no longer in operations) based in the UK use 
this form of contract for their home purchase 
plans. 

Some other contracts used include an Ijara 
muntahiya bi al tamlik, which is based on the 
concept of Ijara where the customer leases 
the house from the bank and it ends with the 
purchase of the house. 

PRIVATE EQUITY
Private equity is a medium to long-term high-
growth investment product that provides 
equity stake in an underperforming company 
(not listed on the stock exchange) and has 
limited ability to raise capital. Private equity 
investors achieve growth by working with 
the company’s management team to improve 
performance, provide strategic advice, and 
drive operational improvements. As stated in 
GIFR 2010, the term private equity represents 
a diverse set of investors who take a majority 
equity stake in private limited liability 
companies with a view to increase value upon 
exit.  There are three types of private equity 
activities: 

Venture Capital: The funding of a new 
business, generally at an early stage that is 
unable or do not prefer to source funds from 
a bank; 

Development capital: Investments in 
an established business to assist them in 
expanding; and

Buy-out: Funding the purchase of an existing 
business where there is scope of further 
improvement.

Islamic private equity works along the same 
strategies and aims as its conventional 
counterpart. This means the investment 
has to be well diversified across different 
asset classes and geographies. However, 
the difference lies in how the investments 
are approached. The Islamic private equity 
approach to investments is largely driven 
by Islamic injunctions related to Islamic 
economics and finance rooted in Shari’a. The 
second difference is the governance structure 
of the Islamic private equity where an extra 

layer is added through a mandatory Shari’a 
supervisory board. 

Further, on the investment side Islamic 
private equity investments have to ensure 
that the businesses they invest in are 
involved in Shari’a permissible activities 
i.e. avoiding businesses including gambling, 
pork and alcohol production and selling, 
adult entertainment, conventional banks 
and financial institutions and other unethical 
businesses. In addition, the capital structure 
of the businesses need to be considered that is 
they should not be heavily involved in interest 
based transactions (both on the income 
and payments side)- this is usually captured 
through interest based debt to market 
capitalisation, cash and receivables to market 
capitalisation and interest based investments 
to market capitalisation. However, if the 
financial ratios are at the unacceptable level 
– the investor can agree on restructuring the 
non-Shari’a aspects of the businesses with 
the Shari’a supervisory board. Depending 
on the type of prohibited assets, usually the 
board would allow up to three years after 
taking control to remove financial prohibition. 
Hence, in order to undertake this, Islamic 
private equity investor usually seeks a majority 
shareholding in the target in order to ensure 
smooth transition from Shari’a impermissible 
activities to Shari’a permissible.  Some of 
the major changes that will be brought by 
Islamic private equity to target will include, 
conformity of legal documentation to Shari’a, 
phasing out Shari’a non-permissible activities, 
freezing and phasing out of interest-based 
debt, and alignments of all relationships 
(including shareholders) with Shari’a. 

According to Pregin’s 2015 Global 
Alternatives Report the global alternative 
investment assets reached US$7 trillion in 
2014. Private equity, including venture capital, 
accounted for US$3.8 trillion assets under 
management. Private equity brings a number 
of benefits to investors including, strong 
performance, and stake in a growing company. 
It has a track record of over performing other 
asset classes, as it is a high risk product and 
hence high returns. As of June 2013, private 
equity outperformed S&P 500 index by 1.2% 
points and 6.8% for the 5 to 10 year period.  

The year 2014 was a strong year for deal 
making as the M&A across Middle East 
increased by 23% to reach US$50.3 billion, 
the highest since 2010. However, according 
to Thomson Reuters, the private equity 
firms were not as aggressive as expected 
and as a result the M&A activity witnessed 
a 30% decline last year. Further Arcapita, a 
private equity bank based in Bahrain, filed 
Chapter 11 bankruptcy in the United States 

in the year 2011, highlighting the effects of 
financial crisis.  Despite the decline, Dubai-
based Abraaj Capital had an active 2014 year 
teaming up with US-based TPG Capital to bid 
for Saudi fast-food chain Kudu, while it lost 
to cereal giant Kellogg in a bidding war for 
Egyptian biscuit maker BiscoMisr. Further the 
year 2015 looks interesting for private equity 
as investors look to diversify in the Middle 
East region and capitalising on the growth 
opportunities of the young demographics 
of the region. The small and medium sized 
enterprises (SMEs) and start-ups that do not 
have access to traditional Islamic banking 
credit are looking into private equity and 
venture capital as an alternative source of 
funds. 

Islamic private equity industry faces a number 
of challenges including, experienced and 
learned personnel’s, differentiating itself from 
conventional private equity. However, there 
remains a vital opportunity to contribute 
to the economic growth by supporting 
businesses of all sizes. 

CONCLUSION
The Islamic banking and finance industry has 
grown tremendously, from the beginning with 
no product availability five decades ago to 
an industry that has set a solid foundation in 
the wider banking and finance industry. The 
product availability has seen a remarkable 
growth with Shari’a-compliant alternatives 
available for most of the conventional 
products including derivatives, futures and 
options. 

There remain challenges to enhance these 
products as the industry grow widely and as 
the product availability in the conventional 
banking and finance is expanding. Needless 
to say that there is criticism of the existing 
products that they are mimicking the 
conventional products and that they are not 
designed and developed in the spirit of Shari’a. 

ISLAMIC FINANCE REVIEW  |  FEBRUARY 2016
TALKING 
POINTS





Meezan Bank

ISLAMIC FINANCIAL 
INCLUSION

Setting the Gateway to

With over 550 branches in more than 140 cities across Pakistan, Meezan Bank is the 
largest Islamic bank and the 7th largest bank (in terms of branch network) in Pakistan. 
With such an extensive network, Meezan Bank is fast becoming the Islamic finance hub 
for its existing and potential customers; who are now closer than ever in benefiting from 
Islamic banking at their doorstep. All branches of Meezan Bank offer a comprehensive 
and broad range of Islamic financial products as well as real-time online banking 
facilities to customers. 
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OVERVIEW
Pakistan is home to a population of almost 220 
million, out of which 70% remains essentially 
unbanked. The extent of the barrier this 
creates in socio-economic development of 
the country is indeed massive. In line with 
the financial inclusion goals set by the State 
Bank of Pakistan, Meezan Bank recently 
introduced what is hailed to be the world’s 
first Islamic branchless banking services in 
Pakistan, a strategy which will prove to be 
transformational for the Islamic banking 
sector across the globe. In an economy where 
only 13% of the population has bank accounts, 
this will be a much needed change.

This strategic move was done to leverage on 
the phenomenal growth in the usage of mobile 
phones in both urban and rural sections of 
the population. Keeping in view the surge 
of mobile subscribers across the country, it 
is worth noting that mobile banking has not 
yet matched this rate in delivering banking 
services to the underprivileged population 
and to individuals in far-flung locations. 
While Islamic banking promises good growth, 
spurred by its ethical and economic values as 
well as religious orientation; mobile banking is 
still considered a sluggish sector among other 
e-banking services in Pakistan. 

The development of mobile financial services, 
which includes mobile banking services, 
money transfer and mobile payments, 
have been steadily gaining momentum in 
the microfinance sector. However, Islamic 
microfinance providers are still playing a 
catch game when it comes to adopting new 
technologies.

With the launch of its Islamic branchless 
banking service known as Meezan UPaisa, 
Meezan Bank aims to play a major role in 
reducing poverty and improving the living 
standards of individuals belonging to the 
unbanked and underdeveloped regions. As 
opposed to traditional banking forms, Meezan 
Bank’s branchless banking was rolled out 
with the mission of extending microfinance to 
individuals and to break free of the barriers 
associated with weak banking infrastructure in 
rural areas. 

MEEZAN UPAISA
The launched of Meezan UPaisa is set to 
transform the financial inclusion landscape 
is Pakistan. This initiative was made possible 
through a strategic partnership between 
Meezan Bank and Ufone, an Etisalat group 
company renowned for its innovative; out-
of-the-box products and services. With 63% 
of the population being mobile subscribers, 

branchless banking enables the Bank to 
extend its market outreach especially to the 
wider unbanked population of Pakistan.  

This Islamic branchless banking service 
brings added convenience to both the banked 
and unbanked population, allowing them to 
perform banking transactions without having 
to travel to a physical bank branch, which may 
be in a different city or location. With Meezan 
UPaisa, the Bank can now expand access to 
financial inclusion in the country by tapping 
into the unbanked, eliminating the need for 
cash and allowing people from rural areas to 
conduct banking transactions – receive or 
send money- without exorbitant interest rates 
that are often imposed by local merchants. 

The initiative to launch Meezan UPaisa in 
collaboration with the country’s leading 
telecom provider is based on the already 
existing dominance of mobile service providers 
in the branchless banking space. A number 
of shopkeepers, retailers and consumers 
are already relying on the services offered 
by telcos. With Meezan UPaisa, they would 
now be able to send and receive money, pay 
utility bills and send mobile top-ups through 
a Shari’a-compliant model of mobile money. 
Meezan Bank plans to extend services offered 
under Meezan UPaisa by an even wider array 
of Islamic financial services in the future. 
Meezan Bank brings a Shari’a-compliant 
solution for those with poor or non-existent 
credit histories. The service encompasses a 
host of features under its umbrella including 
the use of mobile phones or payment cards 
as methods of transactions, including a future 
aim of introducing mobile wallets for deposits 
and withdrawals. 

During the launching ceremony of Meezan 
UPaisa, President and Chief Executive of 
Meezan Bank, Irfan Siddiqui,  said, “This 
initiative is poised to accelerate financial 
inclusion by adding convenience and greater 
reliability, deepening the role of Ufone 
through enhancing the value it provides 
to its customers and that of Meezan Bank 
in expanding the reach of Islamic financial 
services to every citizen in the country.”

Currently, Islamic banking holds only 10% 
market share of the total banking system 
vis-à-vis the target of 50% by 2020 as set by 
the State Bank of Pakistan. This initiative will 
not only expand access to Islamic financial 
services in Pakistan but will also accelerate 
financial inclusion by adding reliability and 
greater convenience. Meezan UPaisa services 
will be made available to every eligible citizen, 
thus widening the reach of Islamic financial 
services.

WHAT DOES ISLAMIC 
BRANCHLESS BANKING OFFER?
The banking industry is going through a 
paradigm shift which is dominated by digital 
competition. In order to keep up with the 
technologically sophisticated customers, 
integrating new digital technologies into 
the banking system is essential to maintain 
competitive advantage. Furthermore the 
inclusion of the unbanked sector calls for a 
seamless and more secure banking experience. 

The banking and financial industry in 
Pakistan is going through major transitions 
which is evident from the increasing surge in 
transactional volumes. The total number of 
mobile users in Pakistan has reached the 121 
million mark while the number of bank account 
holders still remains feeble. In order to close 
this gap and also to exploit the inherent 
potential this trend holds, Meezan Bank has 
embarked on the journey of promoting Islamic 
financial inclusion in the region, leveraging 
the use of technological innovations and 
overcoming the barriers faced by conventional 
banking channels. 

As the largest Islamic bank in the country, 
Meezan Bank is driven by a vision to empower 
the economically low-income group through 
microfinance principles governed by Shari’a. 
Meezan Upaisa definitely has the potential 
to revolutionise the Islamic microfinance 
around the world. In the initial phase, Meezan 
UPaisa is offering vanilla branchless banking 
production while in the second phase Meezan 
Bank plans to offer digital credit. These 
transactions may be conducted from more 
than 20,000 authorized agent outlets across 
the country. 

As part of its financial inclusion strategy, the 
Bank hopes to extend its Meezan Upaisa 
services to include the opening of BB accounts 
or commonly referred to as mobile wallet 
in the first quarter of this year. This service 
would allow customers to save money and 
make inter-bank fund transfers through a 
Shari’a compliant system.

THE BOOM OF BRANCHLESS 
BANKING
Although branchless banking first made it 
debut in Pakistan less than a decade ago, 
it has attracted banking service providers 
and gained the confidence of the people 
as a reliable and trusted form of banking 
channel. This has brought forth a new wave of 
competition in the country’s financial services 
industry. Today, the growth of branchless 
banking sector in Pakistan has emerged as 
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a remarkable example for the microfinance 
sector in the world. The country has witnessed 
a surge in branchless banking accounts at 
44.4% in the second quarter of 2015 as 
compared to the previous quarter. 

According to statistics released by the State 
Bank of Pakistan, mobile banking transactions 
reached 6.16 million by end of 2015 whilst the 
value increased by 59% reaching Rs.107 billion 
during  the same year as compared to 2014. 
The number of mobile banking registered 
users increased by 36% to reach 2.27 million 
in 2015.

Over the past two decades a number of 
banking and cellular phone operators 
have entered the market, toughening the 
competition as the country’s financial 
sector develops. For the Pakistani people, 
transactions are becoming quicker, services 
are improving, instant money transfer is a 
reality and utility payments are becoming 
simpler. It is worth highlighting here that the 
initial boom in the mobile banking sector was 
attributable to a number of stakeholders such 
as the government and telecom operators. 

In an effort to add convenience through its 
branchless banking services, Meezan Bank 
also offers Meezan Payroll Cards to its 
corporate clients and has since extended this 
to its workforce who is in an employment 
contract with a third party. Meezan Payroll 
Card enables corporates to disburse payments 
(salary, pension, staff reimbursements, 
bonus) to their employees in a cost effective, 
convenient and efficient manner. The product 
offers quicker receipt of salaries as the 
payment is loaded onto their mobile wallet for 
instant access to money. 

By the end of 2015, Meezan Bank had 14 
corporate clients registered for its payroll 
disbursement services with more than 3,000 
payroll cards in circulation. In addition, more 
than 13,000 salary payments have been 
credited amounting to over Rs.196 million 
with the average ticket size of over Rs.14,600. 
Salaried individuals have performed more than 
25,000 financial transactions (including cash 
withdrawal and bill payments etc.) through 
their payroll cards amounting over to Rs.180 
million, suggesting a steady and growing 
transition towards branchless banking modes. 

But with the advent of Islamic branchless 
banking services, the Bank expects to record 
significant increase in the penetration rate 
of mobile wallets in the country to meet the 
unprecedented demand for Shari’a-compliant 
financial services especially amongst the 
unbanked population. According to the report 
titled “KAP Study; Knowledge, Attitude and 
Practices of Islamic Banking in Pakistan”, over 

98% of the non-banked population believed in 
the prohibition of interest whereas over 93% 
considered the interest charged and given by 
banks as prohibited. The study also reported 
that the pent-up demand for Islamic banking 
is higher amongst retail (95%) than businesses 
(73%).

The report which was conducted by Edbiz 
Consulting, a global Islamic finance think 
tank, and commissioned by the State Bank of 
Pakistan; quantified the demand for Islamic 
banking in the country both for retail and 
corporate customers as well as identified 
demand supply gaps. The report presented 
evidence that individuals in rural areas or in 
low-income brackets have relatively limited 
access to financial services. Thus, through 
Meezan Upaisa, the Bank is now in the 
position to unlock huge potential for Islamic 
microfinance amongst them.

BANKING THE UNBANKED VIA 
TECHNOLOGY
As technology is changing social attitudes 
and customers’ expectations for online 
experiences, banks will need to step up to the 
plate and reconsider their role in the value 
chain. In recent years, banks and microfinance 
organizations have strengthened their 
technological backbone and invested heavily 
in product innovation in order to bring new 
age of banking products and services to their 
customers.

The role of technology, especially mobile 
phones, in accelerating financial access and 
expanding financial inclusion in Pakistan 
has been tremendous. Almost 90% of bank 
branches are processing real time transactions 

across the country. Over the past few years, 
branchless banking has reflected a stellar 
growth, particularly in the rural areas. The 
sizeable unbanked population in the country 
has attracted a number of financial players into 
this market. 

For the second quarter of 2015, the number 
of agents rose to 251,865 from 229,645, 
representing a 9.7% growth over the previous 
quarter. However, active agents declined 
to 77% of total agents as compared to 80% 
in the same quarter. With the boom of 
branchless banking in the country, this need 
for modernizing the ever-changing payment 
system infrastructure for the masses within 
the Islamic financial services industry is now 
being addressed with the introduction of 
Meezan UPaisa.

In a country where banking penetration is 
only 15% whilst mobile penetration is above 
60%, there is a strong value proposition 
for branchless banking for the unbanked in 
Pakistan. Meezan UPaisa initiative aims to 
provide economic value to its customers by 
allowing the use of mobile phones as a medium 
of transaction through the Bank’s extensive 
network of shopkeepers, retailers and agents.  
The development of a robust payment 
infrastructure is necessary for promoting 
long term development of Islamic branchless 
banking and therefore partnerships will play 
a key role in this domain for agent network 
expansion and accessibility of branchless 
banking solutions to the common people.

FOSTERING COMPETITION
Market research suggests that the domain 
of branchless banking is dominated by 
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NORTH AMERICA
Mobile transactions have almost doubled 

since last year, now accounting for 17% 
of transaction made

LATIN AMERICA
There will 22.31 million mobile payment 
users by 2016. Mexico, Brazil and Chile 
have the highest M-Commerce adoption 

rate in Latin America, at about 30% 
adoption

AFRICA
The most dominant mobile payment usage 

worldwide encompassing 52% of all 
mobile money services

AUSTRALIA
Banks reported that 60% of transactions 
were done using NFC contactless 
payments in 2013

 EUROPE
12.4% of transactions  originate from 
mobile devices and most are for travel, 
ticketing, digital goods or retail

 PAKISTAN
Mobile banking penetration rate is at 

36%. The largest share in mobile 
banking in terms of volume is for utility 
bills payment which is 52%.

 ASIA
Mobile is the dominant retail shopping 
channel in the Asia Pacific region, where 

32% shop with mobile as opposed to 
only 21% with PC

WORLDWIDE USE OF MOBILE PAYMENTS IN 2014

conventional banks and a few large players. 
The success of branchless banking in a number 
of developing countries has inspired financial 
institutions to invest in alternative, low-
cost alternate distribution channels. These 
delivery models are perhaps one of the biggest 
untapped potential of drawing a vast section 
of the previously unbanked population of the 
country into the formal financial system.

In Pakistan, with the evolution of a regulatory 
framework for branchless banking, 
Islamic banking is likely to benefit from the 
participation of Telcos as well as Islamic 
banks. Even though the development is still 
at an infant stage, there is a need to develop 
regulations on e-money issuers, account 
opening policies and retail agents in order to 
enhance the scope for Islamic micro financing 

as well as to make room for newer and more 
innovative business models. 

Research suggests that financial habits of 
people vary and there exist a number of 
factors that govern their money management 
practices. Therefore, in order to displace these 
psychological barriers as well as a variety of 
informal practices, and to drive this growth 

Source: Omlis Global Mobile Payment Snapshot 2014, State Bank of Pakistan
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towards Islamic financial solutions, Meezan 
UPaisa needs to emerge as an innovative 
alternative to conventional branchless banking 
solutions. 

Pakistan is not the only country with a high 
rate of unbanked population. Nearly half of 
the world’s adults estimated at about 2.5 
billion are not in the formal financial system. 
According the a report by Standard Chartered, 
about two thirds of the adult population in 
emerging markets of South Asia, Middle East 
and North Africa and Sub-Saharan Africa 
remains outside the financial system. Hence, 
the case for drawing them into the formal 
financial system is indeed a compelling one. 

Individuals with access to banking services are 
better able to cope with irregular income and 
financial draws, and avoid usurious interest 
rates. The report cited that a 10 percentage 
point increase in financial inclusion can raise 
income per worker by 1.3% on average. This 
highlights that greater financial inclusion 
does result in improvements in total factor 
productivity and capital per worker. The 
report further notes “The greater inclusion 
of people in the formal financial services also 
strengthens the impact of monetary policy 
decisions on the real side of the economy, 
enhancing prospects of non-inflationary 
growth.”

CHALLENGES AND LIMITATIONS
While the conventional banking sector 
in Pakistan is experiencing a boom, it is 

important to keep in mind that the branchless 
banking model in the region and particularly 
those that are linked to Islamic banking are at 
early stages of development. Market research 
proposes that the use of branchless banking 
is relatively infrequent and is also limited to a 
certain set of applications. Mostly for making 
basic banking transaction once or twice a 
month. 

With the launch of the first ever Islamic 
branchless banking in the world by Meezan 
Bank, the Bank aspires to serve as a gateway 
into a fuller range of Shari’a-compliant 
financial solutions. Its partnership with Ufone 
will provide the Bank with greater avenues 
to increase the attractiveness of mobile 
wallets across the country while at the same 
time allowing it to offer customers multiple 
convenient services. 

COMPANY PROFILE
With over 550 branches in more than 140 
cities across Pakistan, Meezan Bank is the 
largest Islamic bank and the 7th largest bank 
(in terms of branch network) in Pakistan. 
With such an extensive network, Meezan 
Bank is fast becoming the Islamic finance hub 
for its existing and potential customers; who 
are now closer than ever in benefiting from 
Islamic banking at their doorstep. All branches 
of Meezan Bank offer a comprehensive and 
broad range of Islamic financial products as 
well as real-time online banking facilities to 
customers. 

One of the key objectives of the Bank is 
to have its footprint strategically placed 
throughout the country enabling the public to 
avail the benefits of Shari’a-compliant banking 
in their neighbourhood. Consistent with this 
objective, Meezan Bank launched the world’s 
first-ever Islamic branchless banking service. 
This milestone illustrates the success story 
of Meezan Bank while also highlighting how 
Islamic banking is successfully attracting more 
customers and gaining larger market shares 
and revenues in the intensely competitive 
environment of the country’s banking sector. 

Meezan Bank has consistently been 
recognized as the Best Islamic Bank in 
Pakistan by numerous local and international 
institutions, which is a testimony of the Bank’s 
commitment to excellence. These institutions 
include Islamic Finance News - Malaysia, 
Global Finance magazine - New York, Asset 
AAA - Hong Kong, Asiamoney – Hong Kong, 
The Banker – United Kingdom and CFA 
Association - Pakistan. 

The JCR-VIS Credit Rating Company Limited, 
an affiliate of Japan Credit Rating Agency, 
Japan has reaffirmed the Bank’s long-term 
entity rating of AA (Double A) and short-term 
rating at A1+ (A One Plus) with stable outlook. 
The rating indicates sound performance 
indicators of the Bank and making Meezan 
Bank the only Islamic bank with AA credit 
rating in the Islamic banking industry in 
Pakistan. 
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ISLAMIC FINANCE

IFQ - A Pioneering 
Qualification in

There are scores of training programmes 
and qualifications in Islamic banking and 
finance offered by various academic and 
non-academic institutions throughout 
the world. But without a doubt Islamic 
Finance Qualification (IFQ) remains the best 
qualification amongst its peers. Developed 
by Chartered Institute of Securities and 
Investment (CISI) London, in conjunction 
with Ecole Superieure des Affaires Lebanon, 
IFQ has emerged as the best short-duration 
qualification in Islamic banking and finance.

The 6th edition of the official workbook 
for IFQ, released in 2014, is a significantly 
improved version over its predecessor. There 
are nine chapters, entitled as follows:

• The Basis of Islamic Banking and Finance

• An Introduction to Islamic Banking and 
Finance

• Islamic Law of Contracts

• Financial Contracts and Techniques 
Applied by Islamic Banks

• Islamic Investment Management

• Sukuk Market

• Islamic Insurance – Takaful

• Financial Statements

• Islamic Corporate Governance  

As the list above suggests, the coverage of 
topic is comprehensive encompassing all 
the important aspects of Islamic banking 
and finance. It is a global qualification that 
covers Islamic finance from both a technical 
and a Shari’a perspective, providing the first 
international benchmark in the area of Islamic 
finance. It provides an understanding of the 
influence of Shari’a in a business context and 

prepares candidates to hold key positions 
in the Islamic finance and takaful (Islamic 
insurance) industries.

The IFQ is recognised by Ofqual as the Level 
3 Certificate in Islamic Finance. It is regulated 
by Ofqual as a level 3 qualification on the 
Regulated Qualifications Framework (RQF). 
Success in this qualification carries with it 13 
RQF credits.

Those who are looking for a British 
qualification in Islamic finance that is globally 
accepted should consider taking up IFQ as a 
first step towards a successful career in Islamic 
banking and finance. 

The qualification may be pursued in either 
English or Arabic.
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Many industry observers assert that Islamic 
banking products in essence are replicas of 
conventional banking products, be it Islamic 
deposits or financing products based on 
leasing or trade-based contracts. A replica, 
however, by its very nature and definition 
is inferior to the original, and hence should 
be priced significantly lower. If viewed from 
this perspective, Islamic banking products 
are certainly not replicas as in most cases 
they happen to be more expensive than their 
conventional counterparts. 

While structures of these products fulfil 
basic Shari’a requirements, they are not novel 
in their economic profiles. Islamic banking 
faces cynicism from those who expect it 
to be different from conventional banking 
not merely in terms of adherence to Shari’a 
principles but also in terms of its socio-
economic implications. The severe criticism 
that it attracts is at times too harsh. As an 
advocate of Islamic banking and finance, I 
have always defended it from undue and 
harsh criticism by non-Muslims but more so 
by Muslims, a vast majority of whom sees no 
economic value added by Islamic banks. 

Because of limited economic value addition by 
Islamic banks and financial institution and the 
relative dearness of Islamic financial products, 
Islamic banking and finance has emerged as 
an elitist phenomenon. As such it is no co-
incidence that it is more popular in countries 
where Muslims have higher per capita income 
and wealth. In other countries, Islamic banking 
and finance is serving the relatively affluent 
segments of the society. 

It is only fair to accept that Islamic banks have 
retained basic features of conventional banks, 
of acting no more than money managers. 
Islamic banks, on the other hand, should have 
been structured as trading houses, which to 
date has not been the case, as they by and 
large are not involved directly in trading. 
They merely finance trading activities of their 
clients, with the help of contracts the likes of 
murabaha, salam etc. As such their returns are 
based on financing and not trading.

As financiers, managers of Islamic banks 
think like financiers and not traders. They 
act like financiers. They price their products 
like financiers. And, they happen to penalise 
defaulters akin to financiers1. In other words, 
they simply tapp, i.e., think, act, price and 
penalise similar to financiers. When an Islamic 
banker thinks, acts, prices his products, and 
penalises defaulters like a financier, then he is 
said to be involved in tapping. Such an Islamic 
banker is then regarded as a tapper. 

If an Islamic bank is involved in tapping, it 
does not add economic value to conventional 
banking. Tapping, in other words, is nothing 
more than simply meeting basic Shari’a 
requirements without any economic value 
being added.

In tapping-based Islamic banking and finance, 
the prohibition of interest is merely a Shari’a 
technicality without any substance. In this 
context, Islamic banking is little more than a 
sub-set of conventional banking and definitely 
not an alternative.

As long as Islamic banks remain involved in 
money management, they will do nothing more 
than tapping. For Islamic banks to add real 
value to the societies and communities they 
serve, they will have to add broader socio-
economic services to their product offerings. 

Many critics would argue that Islamic banking 
as a phrase is a contradiction in terms. On 
the basis of this argument, Islamic financial 
doctrines can then be best implemented 

outside a banking context. We have in our 
previous issues of ISFIRE, argued that a 
charity or donation-based model best suits 
Islamic financing. Here, we propose that an 
Islamic financing model could be based on a 
for-profit-philanthropy (FPP) model. 

For example, a FPP institution could open a 
new branch in a locality by first determining 
levels of employment, education and earnings 
per household therein, with a view to enrich 
the local lifestyle. All the branches could 
be categorised as tertiary, secondary and 
primary depending on their performance on 
the above criteria. Each new branch should be 
considered as tertiary with a target to move up 
the ladder to become secondary and primary. 

An FPP branch could be deemed successful 
if it has improved levels of employment, 
education and earnings, and by doing so 

enriched the lifestyle in its catchment.  With 
the increased use of FinTech in financial 
services, it is not only possible but also 
expected to drive businesses in the near 
future. 

There have been some interesting initiatives 
that could have been developed into viable 
improvements to conventional banking, if 
not full-fledged Islamic alternatives. The 
initial thinking behind Mudaraba Companies 
in Pakistan was an excellent model for 
developing an alternative to conventional 
banking. But it received little strategic 
attention by the subsequent policymakers. 
Securities and Exchange Commission of 
Pakistan (SECP) remained indifferent to 
the recently exposed Mudaraba scandal in 
Pakistan, giving a bad name to an otherwise 
excellent business model. Furthermore, tax 
incentives given to Mudarabas and Mudaraba 
Companies were prematurely withdrawn, 
which resulted in the gradual decay of the 
sector rather than further developing it. 

Mudaraba Companies, which are still 
operating in Pakistan, are seen to primarily 
target relatively sophisticated investors in the 
society. The proposed FPP-based model could 
be used as a financial inclusion tool to bring 
the masses and financial excluded segments 
of the society into the formal banking system. 
In Pakistan, there is no harm in patronising 
existing banks (conventional as well as Islamic) 
for basic banking needs (like current accounts 
and safe custody), as these banks are not 
heavily involved in financing anyway. 

Islamic finance should reposition itself outside 
the banking sector. There is huge scope 
in this proposition as nearly two-thirds of 
bankable population is excluded from financial 
services. The question then arises: Is there any 
visionary individual or institution that has the 
guts to take up this challenge? Only time will 
tell.

   In tapping-based Islamic banking and finance, 
the prohibition of interest is merely a Shari’a technicality 
without any substance. In this context, Islamic banking 
is little more than a sub-set of conventional banking and 
definitely not an alternative.

1.  Although only a fraction of such default penalties is retained by them as an administrative cost, as most of the amount collected under default penalty is given away as charity.
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Credit card or plastic money has transformed 
the face of commerce from physical to virtual 
shopping, mode of purchasing as well as the 
spending habit of consumers today. It has 
become an important part of an individual’s 
daily life and has influenced their lifestyle and 
shopping habits. Today, plastic money (either 
credit card or debit card) is the preferred 
mode of payment for day-to-day purchase 
such as grocery, fuel, air ticket, household 
items, and utility payment. There is hardly any 
payment, which can’t be done through either a 
credit or debit card. 

Over the years, growth in the number of 
credit card users and volume of transactions 
has grown steadily as security features 
continue to improve. According to the Nilson 
Report, purchase transactions on global cards 
(including MasterCard, Visa, Diners Club, 
American Express, Union Pay) reached 168.56 
billion in 2013, an increase of 19.17 billion or 
12.8% over 2012. The total number of cards 
in circulation recorded 7.37 billion and 6.54 
billion in 2012 and 2011, respectively.

Based on the statistics published by Bank 
Negara Malaysia (Monthly Statistical Bulletin 
Nov 2015) there are around 8.7 million card 
holders in Malaysia and total spending by them 
is around RM9,952 million by November 2015 
(see Table 1). The average credit card spend 
can be estimated as about RM1,143 based on 
these statistics.

No longer a status symbol, credit cards have 
become one of the most inevitable financial 
products for today’s generation. It provides 
financial freedom and goes beyond a mere 

payment instrument. In recent years, the 
credit card markets have thrived on aggressive 
marketing practices where cardholders are 
influenced into making payments with their 
credit cards through various benefits offered. 
These include retail discounts, rewards 
earnings (like miles, points, or cash back 
based on spending) and complimentary travel 
insurance, extended warranty etc.

Most of the credit card issuers in Malaysia 
offer bonus points rewards or cash back 
rewards on purchases and spending. Cash 
back rewards are normally given as a form of 
rebate or credited to the cardholder’s credit 
card account. In the case of reward points, 
every swipe made on the card returns points, 
which can be accumulate to be redeemed at 
a later date against attractive gifts offered 
under the redemption catalogue. Most of the 
banks in Malaysia offer a range of gifts falling 
under different categories such as lifestyle, 
gadgets, travel, dining, vouchers etc.

GIVING BACK TO SOCIETY
With the rise of online and mobile payments, 
donating to charity has become easier than 
ever. In the West, financial institutions and 
card issuers are leading the way on charity 
credit cards. In the UK for example, donations 
via credit card have become a vital source 
of funding for many charities, generating an 
estimated of £16.7 million a year as reported 
by Guardian. 

A number of credit card issuers have now 
allowed cardholders to redeem their rewards 
points to donate to charity, thus making 
it easier to turn unused points into cash 
donation. The American Express, for example, 
allows its cardholders to redeem their rewards 
points at the rate of one cent each (10,000 
points = $100) to the charity of their choice. 
Although a 2.25% transaction fee is charged 
if the cardholder swipes the card to donate 
the charity, no transaction fee is imposed if 

rewards points are redeemed to donate to 
charity. 

Apart from that, some banks waive processing 
fees on charitable donations so that 
customer’s entire donation goes to the charity 
of their choice. Capital One Bank cardholders 
can donate via the bank’s “No Hassle Giving” 
programme, which waives transaction 
processing fees for 1.2 million verified 
charities. This basically means that 100% of 
donations go directly to charities. In Australia, 
Macquarie Bank allows customers’ credit 
cards points to be redeemed for donations 
to Aspect (Autism Spectrum).  While, Bank of 
Queensland appears to be the most active in 
allowing points to be redeemed for donations 
to charities.

Although most Islamic banks are offering 
Islamic card products and services, only 
a few offer an option to redeem points 
for charity to their credit cardholders. In 
Malaysia, Maybank Islamic introduced social 
responsible credit cards that provide their 
cardholders the option to donate to charity. 
With Maybank Islamic Mastercard Ikhwan 
Card-I, with every spending charged on 
the card, the bank will contribute 0.1% to 
charity. Bank Islam Malaysia launched its 
E-donation Terminal Using Visa PayWave 
Programme. Through these terminals which 
will be placed at mosques throughout major 
cities in the country, cardholders are able to 
make contactless donations via their debit 
or credit card simply by waving the card over 
the terminal reader.  Other credit card issuers 
have yet to offer such redemption option to 
cardholders in Malaysia. 

There are also a number of affinity cards being 
offered in Malaysia. This is a type of credit card 
issues by a bank and a charitable organisation 
whose logo appears on the card. Each time 
the card is used for payment, the issuing bank 
donates a percentage of the transaction to 
the charity. In Malaysia, MBF Card issued a 
Budimas Charity Platinum Mastercard, i.e., a 
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TABLE 1: NUMBER OF CREDIT CARDS IN CIRCULATION IN MALAYSIA 
Period Principal Cards (million) Supplementary Cards 

(million)
2011 7.4 0.9

2012 7.3 0.9

2013 7.2 0.9

2014 7.1 0.9

2015* 7.7 1.0

Source: Bank Negara Malaysia

*Note:  2015 figure is as of November.
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platinum card with the Budimas Charitable 
Foundation.  Each time the card is used, 0.12% 
of transaction is donated to the children of 
Budimas Charitable Foundation.

This form of charity giving has also taken 
off in other countries where Islamic banks 
are in operations. For example, Amal 
RakBank through its Shari’a-compliant 
Amal Titanium Credit Card, cardholders 
are given the option to choose from one 
of three selected institutions contributing 
towards humanitarian, charitable causes and 
educational aspects of social responsibility. 
Once they have selected their charity of 
choice, cardholders are asked to indicate 
the amount they wish to donate on every 
transaction. Similarly, Mashreq Al Islamic 
credit card offer a number of rewards and 
benefits to its cardholder among which is 
donation to charity. For every AED100 spend 
using the card, the bank contributes 10 fils to 
selected charities.

ISLAM AND CHARITY
The foundation of Islamic finance is primarily 
towards uplifting society through the concept 
of justice, social equity, charity, cooperation 
and brotherhood by offering riba (interest) 
free products and services. Hence, the 
notion of giving and helping those in need, is 
entrenched in Islam. Sadaqah or voluntary 
charity is a virtuous deed in Islam. The Holy 
Quran promotes charity as equally important 
as establishing obligatory prayer. Those who 
perform charity will be recognized by God for 
their good deeds and will be protected from 
fear and grief. 

The Quran states, “And be steadfast in your 
prayer and pay charity; whatever good you 

send forth for your future, you shall find it with 
Allah, for Allah is well aware of what you do” 
(2:110). The significance and thoughtfulness 
of charity is recognized in all religion. It should 
be performed with a true spirit and true 
desire to show support and contribute for a 
significant cause, e.g., food, clothes, shelter 
and education for deprived. There has always 
been a drive to promote Islamic banking to 
non-Muslims; a Card with Charity could be 
such a product that will be appealing to all 
irrespective of their religious affiliation.

The success of any product depends largely 
on understanding the needs and expectations 
of customers. Given the increasingly complex 
and sophisticated wants and needs of 
consumers today, financial institutions and 
card issuers have charted new frontiers in 
providing attractive and creative ways of 
redeeming points for charity similar to the 
options provided for redeeming points for 
food, travel and appliances etc. The few 
possible options could be:

1. Fixed value and transferable – 
Cardholder will know what he is going to 
get based on the value of his spending, 
say 0.1 %. The money collected from 
spending can be transferred to various 
charitable organisations with or without 
any specific cause. This will be useful for 
sponsoring school books and educational 
expenses etc. 

2. Charity coupons for donation-in-kind – 
Cardholder will be able to redeem points 
for coupons, with an option to donate it 
to a charitable organisation. The coupon 
can be 5 rice bags and groceries worth 
a fixed amount etc., and then assign to it 
a charitable organisation for collection 
from a nearby super market outlet

3. Contribution to a charity fund – The 
charity contribution accumulated from 
cardholders’ spending is consolidated into 
a common fund. This fund is then utilized 
by the financial institution for various 
charitable causes. The institution should 
provide details of charity for cardholders’ 
information and reference.

The Card with Charity is appealing, innovative 
and relatively new within the Islamic financial 
services industry but has massive potential 
to expand further. Today’s customers are 
not only well informed but are more socially 
conscious than ever before.  Many prefer 
to patronize businesses that demonstrate 
a commitment to local or global causes or 
those organisations that share their values. 
Hence, a plastic card that is based on the 
concept of sustainability that includes social, 
environmental and economic benefits will 
cater for this social motivation. This will 
be an avenue for Islamic and conventional 
financial institutions to provide a platform for 
collaboration with charities and at the same 
time offer customers an opportunity to create 
social impact. The charity motive attached to 
the card will also act as a unique differentiator 
for the financial institutions to increase their 
customer base as people choose credit cards 
for various reasons. The Card with Charity 
and its simple modus operandi ‘Spending and 
Sharing’ will not only satisfy the payment 
needs but also the conscious customers. In 
the near future, individual social responsibility 
will become a driving force for customers 
to opt for financial products that promote 
sustainability. Given that charity is deemed 
as a virtous deed, Islamic financial institutions 
should embrace this concept of charity giving.
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What are the most significant financial events 
that shape a person’s life? For most people 
these events can be plotted on a timeline 
and generally reflect the progress of our 
maturation; namely acceptance to college 
or university, family formation and raising 
children, purchasing or building a home, 
funding your children’s education, healthcare 
expenses, money set aside for retirement, 
assistance to your retired parents, charitable 
donations, savings for hajj and/or umrah and 
funeral expenses. 

Figure 1 shows a typical lifeline with financial 
obligations increasing sharply between age 25 
and age 45 and then gradually tapering off as a 
person enters his retirement period (assuming 
no major healthcare troubles that can trigger 
substantial additional financial needs).

Since money is crucial to our fulfillment of 
personal and family responsibilities, we should 
become acquainted with how money is made, 
managed, invested and distributed. Practicing 
Muslims have an added challenge—to adopt 
a correct attitude and Islamic viewpoint 
about wealth. Four (4) dimensions are 
interconnected to form the Islamic view of 
wealth. These are:

• Correct Attitude about Wealth

• Plan for Accumulation and Preservation 
of Wealth

• Donation of Wealth (zakat and saddaqa)

• Distribution of Wealth (waqf and  
inheritance)

Moral and ethical values permeate all aspects 
of the life of a Muslim, including the realm of 
financial and commercial affairs. As practicing 
Muslims we are enjoined to proper handling 
so that the source of earnings, donations, the 
application of money to build wealth, and the 
final distribution of wealth are all halal. Thus, 
wealth is both an individual challenge and a 
matter of social justice impacting the broader 
community.

DIMENSION ONE: CORRECT 
ATTITUDE ABOUT WEALTH
According to the Holy Quran, we must accept 
the paramount fact that all wealth belongs 
to Allah SWT. Human beings are simply the 
caretaker of Allah’s SWT wealth – Al Ghani. 
Wealth is also a test or trial for us to determine 
how we handle the ease and comfort that 
accompanies wealth and how much of it we 
spend in charitable works. In addition, wealth 
is a duty on those fortunate to have it to share 
with those less fortunate and needy. We are 
advised that the poor have a right on our 

wealth [refer to zakat]. Finally, wealth is a tool 
for comfort, protection and security for us and 
our loved ones. As such, we are directed to 
pay close attention to the source of our food, 
the nourishment of our bodies, as well as (by 
analogy) the source of our earnings, which is 
the nourishment for all daily activities. After 
all, it is from our earnings that we can afford to 
acquire and consume our food, our shelter, our 
clothing and our security.

For those with understanding, our progress in 
life is to develop the proper attitude about our 
Creator,  Allah SWT, to worship accordingly 
and this results in the transformation of 
ourselves into a pious, believing character with 
truly righteous (Al Birr) and thankful behavior. 
Therefore, it is critically important that we 
assure the source of our earnings is acceptable 
(halal) and legal under Shari’a guidance. 

Needless to say, if we become careless about 
the sources of our earnings we endanger 
ourselves and may lose the blessings from 
Allah SWT on ourselves, our activities 
and on the consequences of how we apply 
those earnings; i.e. our food, our shelter, 
our clothing and our security. The true and 

final test of mankind is how well each person 
applies his innate resources and other 
blessings granted to him by God, the Creator, 
to self-improvement, family improvement 
and community improvement - one key 
measurement will be how  one’s wealth is 
allocated to the advancement of these ends. 

Wealth is a comfort and a means to achieve 
what we plan for in this life. As a widely 
accepted medium of exchange, we use money 
to trade/purchase what we need or want of 
material goods and services. Islam offers us 
guidance that we must safeguard the source 
of our money (assure that is legal and “halal”) 
and should strive to earn a good living in order 
to care for our families and to position us to 
transfer portions of those earnings to our 
offspring.

DIMENSION TWO: ACCUMULATION 
AND PRESERVATION OF WEALTH
The first principle about building wealth, as 
we have seen, is that it must be earned in a 
legitimate or legal manner in accordance with 
Shari’a —“halal”. Many verses from the Holy 
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Quran make this point explicitly:

“Do not acquire wealth from each other 
wrongfully, nor knowingly offer it to officials 
with the objective of unjustly acquiring wealth 
of another.” V. 2:188 Surah Al Bakarah

“Resources are not only gifts from Allah SWT 
to all human beings” [V.2:29], but also an 
“amanah” (trust) [V.57:7].

The Prophet PBUH once said, as reported by 
Anas Ibn Malik: “Earning a lawful livelihood 
is obligatory upon every Muslim” and “A man 
has not earned better income than which 
is from his own effort.” Extending from the 
guidance to humankind described above, it 
becomes clear that we should develop a plan 
to acquire wealth and property.  Whatever 
wealth and assets that are granted us by Allah 
SWT should be safeguarded, not squandered 
or wasted in extravagance. Any commercial 
transaction or investment that is in 
accordance with Shari’a principles involves risk 
so whatever precautions and risk mitigation 
steps we can take become very important for 
us to consider carefully. For Muslims, there 
are legal ways to address risks and one should 
explore further the concepts of Risk and what 
risk sharing techniques exist that are Shari’a-
approved1.

DIMENSION THREE AND FOUR: 
DONATION AND DISTRIBUTION OF 
WEALTH
One of the main reasons for us to accumulate 
wealth and assets is to be able to fulfill our 
duties towards family as well as the poor and 
misfortunate within society. Muslims have 
several possibilities by which to distribute 
their wealth (however modest or abundant 

the resources) and many opportunities to use 
these charitable donations for self-purification 
– i.e.,  deposits to the Pious Deeds Deposit 
Account (PDA)2 . Donations and charitable 
distributions are:

• Zakat – annual obligatory charitable 
donation 

• Saddaqa – occasional discretionary 
charitable donation

• Voluntary and volunteer acts and good 
works

• Inheritance – estate planning for heirs

• Saddaqa jariya – discretionary living trust 
or legacy

WHAT IS WEALTH?
Wealth can be divided into two categories: 
Tangible and Intangible.  Tangible wealth 
consists of assets, cash, money, securities, 
shares, property, insurance, business 
ownerships-partnerships, collectibles, 
jewelry, royalties-patents, and inheritance. 
As such, tangible wealth appears in our 
personal worldly bank account. Intangible 
wealth consists of knowledge, skills, talents, 
wisdom (iln), beauty, and pious deeds.  As such, 
intangible wealth appears in our pious deeds 
deposit account with Allah swt, which will be 
fully known in the life hereafter.

Hence, the goal for every Muslims is to 
transform ourselves into a lifetime investor 
by designing our financial life in such a way to 
achieve our fondest dreams and goals while at 
the same time fulfilling our responsibilities to 
family and to society.

FALSE IDEA ABOUT MONEY
Among the most popular false ideas about 
money in the latter part of the 20th Century, 
which seems to be persisting in the early 
years of the 21st Century -  money is 
worth something itself! That is, money is a 
“storehouse” of value. In purely economic 
terms, money is a “means of exchange”, i.e., 
chapter money is fiat value for tangible goods 
and services provided by people. Hence, 
chapter money does not contain any intrinsic 
value.

To clearly see this viewpoint, place some 
chapter money in an empty room for one 
month and when you return to that room has 
that money increased or decreased? Surely 
not. A wise men once said, money is barren. 
Only by the imposition of human labor does 
money increase in value by transforming a 
good or by creating something of greater value 
which can be sold or traded. One should not 
confuse another economic term “inflation” 
with the concept of money value. Inflation is 
the interaction of goods and services in the 
marketplace whereby the purchasing power 
of individuals is gradually eroded (conversely 
prices increase) so that US$100 dollar does 
not acquire the same quantity of goods or 
services. Rather than the money having lost 
its intrinsic value (which as we have seen it 
never had anyway) by an index of inflation, 
actually it is correctly serving as a medium of 
exchange whereby the interaction of supply 
and demand pushes prices higher and hence 
that unit of money no longer can acquire the 
same quantity of goods as before. Money as a 
“yardstick” has not changed—only the prices 
have climbed higher, which proves the earlier 
point.

The consequence of believing that money 
contains value itself, is that we tend now 
to work for money. We then come to judge 
ourselves and others by the size of our bank 
account. Put in another way, at the age 40 
there are approximately 329,601 hours 
(37 years) remaining of a person’s life time, 
according to statistics on life expectancy. 
Of course, Allah swt knows best and the 
exact life time remaining cannot be known 
in advance or predicted for any person. 
However, assuming that 50% of your life time 
remaining must be dedicated to sleeping, 
cooking, eating, washing, and other essential 
bodily maintenance functions, then a person 
would have only 168,000 hours of life time for 
discretionary usage at work and play.

Therefore, perhaps you may wish to realign 
your priorities towards working and play— 

   Do not acquire wealth from each other 
wrongfully, nor knowingly offer it to officials with the 
objective of unjustly acquiring wealth of another. – 
V. 2:188 Surah Al Bakarah

   Resources are not only gifts from Allah SWT to 
all human beings” [V.2:29], but also an “amanah” (trust) 
[V.57:7].
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1.  For more about Risk and Takaful (Islamic) insurance, please refer to the Wealth Building Guide, 2002, O.Fisher.
2.  For more about the Pious Deed Deposit Account, please refer to the Wealth Building Guide, 2002, O.Fisher.
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especially in terms of working to gain money 
in order to have fun/play or enjoy free time 
with family members. Try shifting the value 
from using your time to make money to using 
your precious time (in fact the most valuable 
commodity we have) to design your whole 
life, including your financial life. This new 
perspective realigns the meaning of money 
and wealth creation….and reminds us that 
our daily activities and deeds should be 
accumulating a combination of worldly wealth 
and pious deeds deposits for the hereafter.  As 
you can see, the shift is from the false idea of 
“spending” our time towards a correct idea of 
“investing” our time.

LIVING A DEBT FREE LIFE
One principal reason to have a savings plan 
is not only to be in a position to provide a 
comfortable lifestyle for your families but 
also to enjoy the possibility of living debt-free. 
Muslims are urged in the Holy Quran and 
Sunnah to minimize borrowings and to repay 
financial obligations as soon as possible. Those 
who can afford to repay and delay in doing so 
may be committing the sin of riba. We should 
be reminded that if we die and have not settled 
our debts and outstanding obligations, we 
could be jeopardizing acceptance into janna 
(Paradise).

“A Person inquired of the Prophet (PBUH) 
if someone is killed in the path of Allah (swt) 
while he remained steadfast, self-critical and 
moved forward in the way of Allah without 
ever turning his back, would Allah (swt) forgive 
his sins? Allah’s Messenger (PBUH) answered 
in the affirmative. However, the Prophet 
(PBUH) added, ‘Yes, all sins would be forgiven 
except outstanding debt.’” Hadith Muslim, 
3497, as  reported by Abu Qatadah.

Of course, Muslims are forbidden to engage 
in prohibited activities such as Riba and the 
injunctions are many [see Al Nisaa 4:160-2; 
Al Imran 3: 130-6; Al Baqarah 2: 275-9]. For 

Wealth to be blessed (“halal”), it must not 
involve riba or any other prohibited aspects:

“And the riba-based givings (investments) on 
your part, in order to increase your wealth 
on the basis of other people’s (ie borrower’s) 
assets, do not increase from the point of view 
of Allah. However, rest assured about the 
acceptance of what you give by way of zakah 
for the sake of Allah; those who give zakah are 
the ones whose net worth increases manifold 
with Allah swt.”  Al Room 30:39

   A Person inquired of the Prophet (PBUH) if 
someone is killed in the path of Allah (swt) while he 
remained steadfast, self-critical and moved forward in 
the way of Allah without ever turning his back, would 
Allah (swt) forgive his sins? Allah’s Messenger (PBUH) 
answered in the affirmative. However, the Prophet (PBUH) 
added, ‘Yes, all sins would be forgiven except outstanding 
debt.’ Hadith Muslim, 3497, as  reported by Abu Qatadah.

   And the riba-based givings (investments) on your 
part, in order to increase your wealth on the basis of other 
people’s (ie borrower’s) assets, do not increase from the 
point of view of Allah. However, rest assured about the 
acceptance of what you give by way of zakah for the sake 
of Allah; those who give zakah are the ones whose net 
worth increases manifold with Allah swt.”  Al Room 30:39
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A very good way to steer clear of riba 
and other prohibited aspects of financial 
dealings is to have a plan for your money 
and investments. Although there are no 
guarantees that your personal wealth plan 
will succeed, if your “fail to plan, then surely 
you plan to fail”. Therefore, the time to begin 
preparing plan for savings and investing is 
now. Like a roadmap, your personal wealth 
plan can show you the way forward to achieve 
your financial goals and dreams, despite the 
inevitable challenges and tests that you may 
encounter during your life’s journey.

MAJOR THREATS TO SUCCESS IN 
SAVINGS
A reasonable and realistic personal wealth plan 
can be derailed or set-back by such threats as:

• Lack of consistency or disciplined savings  
approach

• Investing “blindly” or with no apparent 
strategy

• High spending habits

• “Broken trust” whereby you make early  
withdrawals

• Major health problems or prolonged  
illness

• Disability, especially causing 
unemployment

• Extended unemployment without income

• Divorce

• Death of a spouse—cessation of earnings 
power

• Higher than budgeted education fees and 
expenses for children

• Unexpectedly giving financial and other 
assistance to aging parents in their 
retirement

• Severe stock market “meltdowns” or 
volatility resulting in sharp valuation 
declines

Thus, we must challenge ourselves to resist 
the above temptations and to cope with any 
such eventualities that may impact us so that 
we do not succumb to these threats. Make a 
strong personal commitment that whatever 
the events that befall us, which can undermine 
our resolve, we will still save on a regular basis 
in order to reinforce our positive habits and 
create real wealth. Among the sound tips for 
increasing your savings are the following:

• Try to save 10% of monthly income on a 
regular basis; if past 50 years of age then 
20%.

• Start at an early age (21-25 years)

• Determine monthly disposable cash flow.

• Pay yourself first.

• Contribute more whenever possible

• Review your plan and results same time 
every Year.

• Be aware of inflation erosion of 
purchasing power

• Realize that a modest 3% inflation over 
35 years reduces expected retirement 
funds to only 40% of your plan at the age 
of 65 [at 85, reduction shrinks to a mere 
22% of the plan].

PERSONAL FINANCIAL NEEDS 
ASSESSMENT: BASIC CONCEPTS
Generally there are three aspects to a 
Personal Needs Assessment: (1) Lifestyle 
and Income Needs, (2) Risk Response Needs, 
and (3) Future Savings Needs. Lifestyle 
and Income Needs describe   basic   human   
necessities   of   food,   shelter,   family and 
recreation. Risk Response Needs describe 
methods and costs of risk-sharing associated 
with personal  assets,  real  property,  
businesses  and  healthcare. Lastly,  Future  
Savings  Needs describe an emergency fund 
(for contingencies), education  expenses,  
investment and financial goals, saving for Hajj 
or Umrah, establishment of a Waqf, Charitable 
Trust or Endowment, plus a retirement fund 
for the days when you no longer work for 
wages.

Tools to help us perform a baseline analysis 
of our current condition and to quantify our 
future financial requirements include:

• Personal Balance Sheet – where I am 
now and what I own

• Personal Cash Flow Analysis – how 
much income I earn and what I can afford 
to save

• Personal Risk Budget – what are my risk 
exposures and cost for risk-sharing

• Investment Strategies – time horizon, 
risk tolerance and preference for asset   
types to growth your savings.

These four items are combined and  integrated  
into a solid personal wealth plan that contains 
financial goals and objectives as well as an 
action plan to achieve them.

WEALTH HIERARCHY
To understand better our present condition, 
we may say that four levels exist to describe 
our relationship to wealth (Figure 2).

In a simplified way, we identify our position on 
this scale by the relative amount of “surplus” 
money we have at end of each month (or year 
period). Naturally, as the money and assets 
grow to become more abundant, we can 
afford to satisfy needs of our family, friends/
associates, businesses, community, and at 
the highest level, our society. Wealth building 
is a true integration of physical, emotional, 
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mental and spiritual aspects that must all be in 
balance, or a person risks concentration of one 
such aspect to the detriment of the others. 
By modifying Maslow’s famous Hierarchy 
of Human Needs, we can appreciate that 
increasing wealth allows us the flexibility to 
address a wider circle of needs progressing 
from:

Physical Needs (self/food/physical comfort/
safety)

to Emotional Needs (family/clothing/shelter/
recreation/belonging),

to Mental Needs (Others- sense of purpose/
education/self-improvement/helping others),

to Community Needs (society/service to 
community/donations/charity/legacy/ethics).

TECHNIQUES TO BUILD REAL 
WORLD WEALTH
As discussed earlier, we should be motivated 
to build real wealth both in our Worldly 
Bank Account and our Pious Deeds Deposit 
Account. Creating wealth in a worldly, material 
sense can be accomplished by building savings, 

building investments and building wealth 
through insurance

Wealth through Savings

Saving money on a regular basis is a patient 
and gradual yet proven method to gain wealth. 
A rule of thumb is to save (or set aside) up to 
10% of your gross annual income. The amount, 
however, must be geared so that the chosen 
percentage can be sustained - often 5% is 
a more realistic figure. Steady and regular 
savings can seem painful, especially at first, 
however,  the payoff is the compounding 
effect of money making more money for you. 
Elements of saving are:

• Start as soon as possible

• Calculate your monthly cash flow and 
amount of “free” or disposable income 
that can be set aside as savings

• Establish savings targets

• Pay yourself first each month

• Contribute more whenever possible to 
your savings account(s)

• Review your savings plan once per year 
for adjustments

Wealth through Investment

Investments differ from savings in that 
investment typically involves the use of a 
financial instrument or vehicle (commonly 
a sophisticated one) which is managed by 
someone else and exposed to some degree of 
risk. Savings are commonly managed by banks 
or credit unions whereby safety and liquidity is 
paramount and risk exposure is minimal.

Investments include a broad range of 
securities such as: shares, equities, bonds, 
mudarabas, leases, real estate, commercial 
property, etc. It is important to gain an 
understanding of each type of investment 
vehicle, how it works, what risks are inherent 
and what is the probable yield on your 
investment of funds into it.

In addition, one needs to understand in 
general the concepts of financial markets 
(i.e. stocks, bonds and mutual funds) in order 
to better appreciate the overall trend of 
investments and public expectations for 
profits. For example, in a “bear” or down 
market it may be better to pursue a defensive 
strategy of capital preservation rather than 
accepting new or higher risks.

Always assess your own attitude to and 
tolerance for risk. This means knowing and 
understanding how much you can afford to 
lose. One cannot only focus on how much 
an investment will gain in value. Moreover, 
most types of investment require a degree 
of patience in order to realize the expected 
future value. Therefore, we will be called upon 
sometimes to not to panic if valuation dips but 
stay the course which is possible for us if we 
had first evaluated our view of risk associated 
to that investment.

To summarize, the process of achieving 
wealth through investments is: first, establish 
financial goals, second evaluate your attitude 
to risk and the risk involved in the chosen form 
of investment, third develop an investment 
strategy (conservative, balanced, growth, 
aggressive), fourth position your investments 
within your chosen strategy in accordance 
with a financial plan, and fifth implement your 
decisions and carefully monitor the results.

Wealth through Insurance

Regular savings can also be accomplished 
through insurance instruments. While we are 
certainly capable of setting aside a portion of 
our monthly income and investing this sum 
ourselves into a variety of investment vehicles 
(such as equity or mutual funds, real estate, 
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leases, trading transactions, etc.), the truth is 
that few of us do this in a consistent manner. 
Hence, the beauty of buying an insurance plan 
is a discipline that imposes on us the habit of 
saving for the future. Moreover, insurance 
companies are well-experienced in money 
management and investments which can help 
us realize higher returns over a longer term 
than we might achieve by ourselves. For this 
sustained professional management of our 
assets, the insurance company will charge 
plan fees and/or investment performance 
fees, which reduce the actual market returns 
realized by our portfolio. These fees and 
charges must be carefully assessed in order 
to decide which plans are appropriate to our 
needs and whether the expected net returns 
are worthwhile for the time periods and risks 
involved.

Insurance has three major roles: (1) to replace 
income if we should become Disabled and 
unable to work, (2) to replace income for our 
families and loved ones if we should die and 
all earnings are cut off, and (3) to provide the 
owner of the plan with a substantial sum of 
money (or an annuity payment) for retirement 
when s/he reaches the end of the plan and 
encases the savings accumulated during his 
working years.

Types of Life and Takaful Plans

Although there are scores of life insurance and 
takaful plans, the following groupings may be 
considered as the dominant ones:

• Takaful Individual Retirement Plans/
Universal Life: a permanent plan 
whereby future insurability is guaranteed. 
Contributions are low (and may be 
fixed) over the term which also includes 
risk protection coverage plus a savings 
component. Cash values build up and 
may be withdrawn either during the plan 
term or at its maturity/end date. Some 
universal life plan guarantee a minimum 
cash value.

• Takaful Savings Plans/Variable Life: 
similar to the above plans except that 
the plan holder (insured) retains the 
full investment risk and lower than 
anticipated returns may occur due to 
volatility in share market conditions over 
the plan term. Consequently, the future 
cash value may be less than originally 
projected.

• Takaful Risk Protection/Term 
Insurance: this form of plan provides 
coverage for the plan holder of a pre-set 

amount which becomes a death benefit 
to the named beneficiaries in the event 
of death during the plan term. Typically, 
the contributions are fixed over the 
entire term, insurability is guaranteed 
and for the sum covered this plan is the 
most affordable form of risk protection. 
Disadvantages are that neither the 
coverage protection nor the benefits 
extend beyond the end date of the plan 
and there is no cash value3. 

• Whole Life: a conventional type of policy 
whereby the plan is permanent for the 
whole of life of insured, the premiums are 
fixed, future insurability is guaranteed 
and the death benefit is guaranteed also. 
Moreover, the cash value is guaranteed by 
the insurer regardless of the vacillations 
of share markets. However, the whole 
life plan usually provided less benefits 
per premium dollar than other plans and 
its relative cash values may be less than 
other financial investment products (due 
to its guaranteed nature).

Among the Takaful Plans4 currently offered 
in the marketplace most are designed to 
encourage long-term savings for individuals 
and for employees of companies to address 
the common financial goals occurring during a 
person’s life cycle:

• Takaful Retirement Plan

• Takaful Risk Protection Plan

• Takaful Education Plan (to pay for higher 
education costs)

• Takaful Marriage Plan (to save for 
expenses of marriage and family 
formation)

• Takaful Executive/ Capital Savings Plan

• Awaqf Plan (to create a charitable 
donation or legacy)

CONCLUSION
Despite these powerful reasons to put 
together a personal wealth plan that can 
facilitate a person’s wealth building, most 
people nurture their dreams without a specific 
plan to achieve them. A coherent plan can be 
prepared that addresses three (3) dimensions 
affecting wealth: (1) attitude towards money 
and wealth; (2) current financial situation (net 
worth); and (3) clear and written plans. Each 
dimension when combined together, form the 
backbone of an individual’s personal wealth 
plan that can chart a person’s course out of 

money shortage towards a future of wealth 
abundance.
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