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GLOBAL ISLAMIC FINANCE REPORT 2014

The Global Islamic Finance Report 2014 (GIFR 2014) is a comprehensive annual 
review of the activity, trends, new developments and thinking in the Islamic 
finance industry. It commissions contributions from leading global practitioners 
and thinkers in the field combining technical experience and invaluable knowledge 
and insight to propel Islamic finance forward in the post recessionary global 
financial markets. The core theme of this year’s report is “Human Resource 
Development in Islamic Finance” with chapters on Islamic financial literacy as 
a tool for promoting Islamic finance, ethics and human resource development, 
need for talent ecosystem to support sustainable growth, and many others. In 
addition, the report will also include developments in different industry segments 
and asset classes, expert analysis on the state of Islamic banking and finance 
globally. Along with the customary sections, “Review of Industry Segments” and 
“Country Sketches”, the GIFR 2014 will endeavour to educate and incentivise those 
with a stake in the industry to continue pushing the boundaries of knowledge and 
innovation.

WHAT GIFR 2014 WILL BRING TO THE INDUSTRY 

 h Reportage and analysis of the global practices of the Islamic financial services 
industry in over 10 sectors

 h An exposition of Islamic microfinance 

 h Discussion on ethics and corporate social responsibility in Islamic finance 

 h Inspire the discourse on the integration of commercial objectives and social 
responsibility 

 h Building effective leadership in Islamic banking and finance

 h Analysis of the challenges facing the human resource development

 h Assessment of Islamic financial literacy as a tool for economic reform
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Since World War II, the world has experienced 
economic growth at a scale unparalleled in 
human history. Emerging markets steeped in 
primitive ways of working, often entrenched 
in poverty, experienced a remarkable change 
in life and work. What took the Western world 
centuries to achieve is taking  emerging 
markets decades. 

Of course poverty still afflicts these markets 
far more starkly than developed countries, but 
the rapid changes along with global solidarity 
and activism against poverty and its ancillary 
effects suggest that poverty can and will be 
tackled far more resolutely than we would care 
to think. Indeed, following the fall of the Berlin 
Wall and the end of communism, the scholar 
Francis Fukuyama declared that capitalism and 
liberal democracy are the only means to curing 
the world’s ills. 

Then came the financial crisis and suddenly 
heads were being scratched. If the financial 
crisis has taught us anything, it is that euphoria 
can often be met with an unexpected 
cataclysm. Questions arose as to whether we 
were standing on the precipice of destruction 
caused by the oblique financial system. It was 
slightly premature, and I doubt the majority of 
those sitting in the comfort of their home were 
truly worried about chaos and turmoil, at least 
not in the Syrian sense. 

Nevertheless, we should always be mindful 
of heedlessness in the orgy of success and 
conscious of impeding dangers. Success is 
brittle, much a product of its moment.  To 
sustain success is to address the factors that 
could destroy it. Like Icarus flying towards the 
sun, overconfidence and a failure to listen to 
the wise and prescient can merit a fall. Instead, 
we should be cautious though ambitious, 
prudential but adventurous, calculating 
yet intrepid, and critical while remaining 
praiseworthy. This quarter’s ISFIRE is a mixture 
of praising the praiseworthy and highlighting 
potential worries. 

We dedicate a large section of this ISFIRE to 
Malaysia, a leading light in Islamic finance, and 

to the individuals that are contributing to the 
success of the industry in the country.  I was 
fortunate to have sat with the Prime Minister 
of Malaysia, Dato’ Sri Haji Mohammad Najib bin 
Tun Haji Abdul Razak, a wonderful down to 
earth man who is overseeing a country that is 
remarkable in every sense. Malaysia’s success 
owes itself to the vision and careful planning 
of leaders who, following independence 
in 1957, laid the foundations and created 
the infrastructure upon which its citizens 
have managed to thrive; citizens like Raja 
Teh Maimunah, CEO of Hong Leong Islamic 
Bank. She provides a comment on Malaysia’s 
achievements identifying its values and the 
ambitions of its people as key factors. Her 
position at the helm of a leading Islamic bank 
reflects both the growth of Islamic finance 
and the growth opportunities afforded to 
women, something that is limited in other 
Muslim countries.  Shabana Hasan, researcher 
at ISRA, is an example of the growing talent in 
the industry. We interviewed her along with 
Tan Sri Ahmad Fuzi Bin Abdul Razak, Secretary 
General of WIEF Foundation. The World Islamic 
Economic Forum (WIEF) has emerged as the 
most influential gathering of Muslim leaders 
from around the world. Nine have been held 
thus far with the 10th to be in Dubai. These 
forums reflect the state of Islamic finance, and 
following the most recent in the UK, it is safe to 
say the future looks bright.  

Islamic finance has flourished and is an integral 
part of the financial system in Malaysia. 
Dato Najib oversaw the enactment of the 
groundbreaking Islamic Financial Services 
Act 2013, a milestone in the global Islamic 
financial industry.  Dr Zulkifli Hasan elaborates 
on this legislation, along with activity in the 
Indonesia.  Dr Hasan is a budding intellectual 
and we are sure he will offer much insight and 
suggestions to improve the industry as his 
career progresses. 

Then we turn to the dangers. ISFIRE insight 
takes a quite abstract approach first focusing 
on the brewing turmoil in Egypt in part 
caused by religious fervour before turning to 

the application of the law. Both issues have 
significant ramifications on the industry.  
Islamist movements and the reaction to them 
can negatively affect the Islamic finance 
industry. Fortunately, more people in the world 
see no connection. But in the Middle East, a 
hotbed for both Islamic finance and Islamist 
movements, any clampdowns on the latter 
could affect the former. As for the law, the spirit 
v form debate still rages on. It should not be 
ignored because the real worry is that Islamic 
finance in a bid to stay within the parameters 
of the law could imbue within the worst 
aspects of capitalism. 

I am an optimist always, and I look at Malaysia 
as a shining light. Malaysia is engaged with all 
aspects of the industry and their approach has 
been commendable and illuminating. Other 
countries in the Islamic finance industry should 
take note of how Malaysia has built its Islamic 
financial industry. They have undoubtedly 
been prudential but ambitious, and this is the 
right approach going forward. 

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

From the Editor
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HD: According to the recently 
released Islamic Finance Country 
Index, Malaysia stands number 
2 (behind Iran) for the fourth 
consecutive year. Could the Prime 
Minister please share with us his 
government’s specific role in making 
Malaysia the global leader in Islamic 
banking and finance?

PM: First of all, we are immensely happy that 
there is world-wide recognition of the role 
Malaysia is playing in developing a system that 
is based on Islamic notions of justice, equality 
and equal opportunities for all. Malaysia has 
taken IBF very seriously since 1982 when 
the government helped in establishing Bank 
Islam as the first fully-fledged Islamic bank 

in the country. IBF comes to us naturally. 
Malaysia is a modern Islamic country, with 
a multicultural and multi-faith society living 
in complete harmony.  Our approach has 
always been to expand opportunities for all, 
without imposing one narrow set of options 
on all. Our government was the pioneer of the 
dual banking system, i.e. to allow Islamic and 
conventional banks to operate side by side in 
the market.  The customer has, now, access to 
a wide range of financial products, irrespective 
of their ethnicity and faith. This approach has 
proved so successful that many countries 
studied our model and decided to adopt it. It 
is such a beautiful model that even Chinese 
banks are now offering Islamic banking 
services, without any coercion or external 
persuasion.

Malaysia is undoubtedly the world leader in Islamic banking and finance (IBF). In this success story, 
the role of successive heads of government (starting from Tun Mahathir Mohamad to the current 
Prime Minister, Dato’ Sri Najib Razak) cannot be understated. Without the vision of the Prime 
Ministers of Malaysia, planning and execution of an impressive strategy for IBF for the country 
would not have been possible.  ISFIRE had the exclusive opportunity to speak with the Prime 
Minister of Malaysia to gauge an understanding of his government’s approach towards IBF. The 
following is an excerpt of a conversation that took place with the Prime Minister during a visit of 
our Editor-in-Chief, Professor Humayon Dar, to the Malaysian capital, Putrajaya. 

HD: The market has played a crucial 
role in the development of IBF in 
Malaysia, but there can be no denial 
of the fact that the government 
has also pushed its agenda for the 
promotion of IBF in the country.

PM (smiling): I was coming to this point. The 
government has certainly played its role in 
ensuring a proper infrastructure for Islamic 
financial institutions to operate on a level-
playing field. This is an approach adopted by, 
more recently, the UK government. I was glad 
to hear Prime Minister David Cameron and his 
government announce their commitment to 
making London a regional centre of excellence 
for IBF. Malaysia adopted this approach a long 
time before any other country in the world. 

Banking & Finance
Islamic
Malaysia

A Colloquy with

Najib Razak
DATO’ SRI

PRIME MINISTER OF MALAYSIA 

in
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Dato’ Sri Najib Razak, Prime Minister, Malaysia

We aspired to be the global leader in IBF, 
not exclusively for religious reasons but also 
because we firmly believed that IBF provides 
viable business opportunities for governments 
and institutions to benefit from it even on a 
purely commercial basis. On becoming Prime 
Minister, I instructed my team not to lose 
the momentum that my predecessors had 
successfully created over the last few decades. 
And I am glad that now Malaysia’s leadership 
role is well-established in the global Islamic 
financial services industry.

HD: Prime Minister, you referred to 
the British Prime Minister, David 
Cameron, whose statement on IBF 
at the 9th World Islamic Economic 
Forum (WIEF) held in London last 
November hit the international press 
with a bang. Was it a surprise for you 
and other heads of government from 
the Muslim world attending WIEF? 

PM: I am not sure about other Prime Ministers 
and Presidents attending the 9th WIEF in 
London, but I wasn’t surprised at all. We in 
Malaysia have very closely been watching 
what is happening in other parts of the world 
in the field of IBF. UK has always been a serious 
player, and I am happy to share with your 

readership that Malaysia has been sharing 
Islamic financial intelligence with the UK 
government and different bodies involved in 
regulating financial services in the country. I, 
as Prime Minister of Malaysia, am happy to see 
that even predominantly non-Muslim countries 
have a friendly approach towards IBF. This 
confirms the stance of successive governments 
in Malaysia that IBF should be developed as an 
ethical business consideration. 

HD: There is no doubt that IBF is 
primarily a business phenomenon 
but its religious dimension cannot be 
ignored completely.  

PM: Absolutely. The religious consideration 
drives the demand for IBF. The previous 
governments in Malaysia ensured that the 
religious value proposition was not diluted. My 
own government has adopted this stance as 
well. I am proud to state that today Malaysia 
has developed the most comprehensive 
regulatory framework for IBF. My government 
enacted a new Islamic Financial Services Act 
last year, which is the most comprehensive 
legislation on IBF anywhere in the world. The 
objective of all this is to ensure that we in 
Malaysia uphold the most authentic version 
of IBF, without compromising on our efforts 

to develop Malaysia as a modern welfare 
state where all faith groups live and work in 
cohesion and without compromising on their 
religious beliefs. 

HD: Your Excellency, you are the 
most informed Prime Minister about 
IBF in the world. How do you keep 
pace with all the new developments 
in IBF, despite having a hectic 
schedule? 

PM. Yes, as Prime Minister of Malaysia I am 
preoccupied with state affairs and constantly 
engaged on a number of official and political 
activities. However, modern technology has 
allowed us to access information even when 
we are on the go. For example, when I came 
to know of a CEO of a Malaysian Islamic 
bank winning the Islamic Banker of the 
Year Award last year in Dubai, I immediately 
tweeted to congratulate him. The tweet was 
instantaneously picked up by the Malaysian 
media, and was covered by all the national 
newspapers the next morning. This kind of 
involvement serves a number of purposes. 
Firstly, I, as head of the government, remain 
informed of major activities and developments 
in IBF. Secondly, it encourages top 
management of such institutions to excel even 

Interview
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more. Knowing that their Prime Minister keeps 
a close eye on their activities and achievements 
is bound to be efficiency-enhancing. Finally, 
the process gives me useful feedback directly, 
allowing me to remain accessible to anyone. 
Anyone in Malaysia and overseas can tweet me 
on any issue of national significance. 

HD: Prime Minister, recently your 
government offered the government 
of Philippines the required 
cooperation and support to develop 
IBF therein. Is this part of a policy to 
export IBF to other countries in the 
region?

PM: No one can deny the fact that Malaysia 
has invested heavily in developing a 
comprehensive infrastructure for IBF. Kuala 
Lumpur is host to Islamic Financial Services 
Board (IFSB) and International Islamic Liquidity 
Management Corporation (IILMC), two 
organisations that are playing tremendously 
important roles in developing a comprehensive 
regulatory framework and offering liquidity 
management solutions, respectively, to the 
global Islamic financial services industry. We 
also established an endowment of RM500 
million to set up INCEIF, which is the only 
university in the world to specialise in IBF. 
Furthermore, we also set up an endowment 
of RM200 million to establish the International 
Shari’ah Research Academy (ISRA) for Islamic 
Finance. Today, almost all of our universities 
offer courses and degree programmes in IBF. 
Islamic Banking and Finance Institute Malaysia 
(IBFIM) specialises in courses that serve the 

needs of the Islamic finance industry in talent 
and business. Bank Negara Malaysia – our 
central bank – and Securities Commission 
Malaysia started a joint venture called Finance 
Accreditation Agency (FAA) that focused in 
its first year of operations the standardisation 
and accrediation of qualifications and courses 
in IBF offered by any institution in the world. 
All this puts us in a unique position to offer 
our advisory and mentoring services to other 
countries of the world. My offer to President 
Acquino was in this context. I offered the 
President to help them train their bankers in 
Islamic banking and finance. 

HD: Your Excellency, it will be helpful 
if you could inform our readership 
how IBF is helping Malay Muslims in 
your country.

PM: I must emphasise that IBF is not only for 
Muslims. In my country, all the ethnic groups 
and faith communities are engaged in IBF. 
IBF has emerged as a tool for social cohesion 
and respect for all in the country. This is 
consistent with our motto of 1Malaysia. It 
gives me immense pleasure to see a bank like 
Hong Leong Islamic Bank (which is owned 
by Malaysian Chinese) emerging as a major 
player in IBF. This bank has over 95% Malaysian 
Chinese shareholders and its CEO is a young 
Muslim lady. It is an interesting case reflecting 
the efforts of different ethnic communities 
and faith groups to benefit from IBF. It also 
shows that women are playing leadership 
roles in IBF. Malaysia is among the developed 
countries that offer women top opportunities 

in the industry. Our National Shari’a Council 
has representation from men and women, a 
distinction that can hardly be boasted by any 
other country in the world.

Coming back to your question, IBF has helped 
promote financial inclusion amongst the 
Malay Muslims who have historically shied 
away from banking and finance. Today, 
we find an increasing number of Muslims, 
especially those coming from a Shari’a and law 
background, joining Islamic banks throughout 
the country. Employment generation for 
young Malay Muslims in Islamic banks, 
takaful companies and other Islamic financial 
institutions has certainly helped some of the 
Muslim communities that were previously not 
engaged in banking and finance altogether. 

HD:  What are the next steps for 
further developing IBF in Malaysia 
and elsewhere in the world?

PM: We are extremely pleased with the 
development of IBF in Malaysia and in other 
parts of the world. It conveys a positive 
image of Islam to the wider world. In the 
contemporary world where Islam is associated 
with extremism, violence and disengagement, 
IBF provides a bridge between Islam and the 
West. We are happy that Malaysia is playing 
a leadership role in this respect. We shall 
continue to develop IBF as a viable business 
model, and its socio-economic benefits will 
come out automatically. I must emphasise that 
IBF has no hidden agenda. It is purely an ethics-
based business phenomenon, but of course it 
draws guidelines from the principles of Shari’a, 
which in spirit are shared by all the religions 
and faith groups in the world. 

HD: Finally Dat   Sri, is there any 
message you would like to give to 
the people involved in IBF?

PM: I have a simple message. If you remain true 
to your profession and continue to develop 
IBF as an ethical alternative to conventional 
banking and finance, there is no reason that 
others will not adopt it in due time. You must 
show to the world that IBF is an ethical way 
of doing business, and if you are true in your 
intentions and practice all the stakeholders in 
the industry will benefit from it. I shall also like 
to highlight Malaysia’s role in promoting Islamic 
microfinance. The Islamic financial institutions 
around the world should study our al-rahnu 
based model of microfinance, which has 
successfully broadened the scope of Islamic 
finance by bringing a significant number of 
families into the fold of IBF.

o,
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The Foundations of Malaysia’s Success

Malaysia has been blessed with natural 
resources and protection from natural 
disasters. We have had commendable leaders 
that helped us believe in ourselves, formed a 

vision of what we could achieve and plotted 
a strategy to realize the vision. Our diverse 
ethnicity and religious beliefs have made us 
more appreciative of people from different 

cultural backgrounds. We are open to their 
unique practices and seek to understand and 
accommodate their ways of working. That has 
facilitated us in becoming a global economy.

Malaysia’s Commitment to Islamic Banking and Finance

The success of the IBF industry in Malaysia is 
due to governmental and regulatory support. 
The industry was conceived and directed 
by the government, and supported by a 
sound and comprehensive legal framework. 
The IBF industry was further boosted 
by a series of incentives, particularly tax 

benefits. By introducing IBF alongside the 
conventional financial system, it allowed 
consumers to embrace IBF over time with 
ease and confidence, making it a sustainable 
proposition.  

The government and regulators are constantly 
working on improving the industry. The 

recent introduction of the Islamic Financial 
and Services Act 2013 is a recent example. The 
Act codifies Shari’a governance, i.e., It makes 
practitioners liable for non-compliance. I would 
dare say that no other country has shown such 
a commitment to IBF to the extent Malaysia 
has shown.

Creation of Female Leaders

I have been very fortunate that Malaysia 
provides equal opportunity for all. The 
inclusionary approach of the Malaysian 
government is evident. The governor of our 
central bank, Dr. Zeti Akhtar Aziz, is a woman 
and the financial sector boasts several women 
holding key positions. The IBF sector is no 

different; we even have women scholars. 
Our public universities have more women 
than men, i.e., more than 60% in total. The 
government has also set a target of 30% for 
female representation in board rooms by 2016. 
TalentCorp was set up by the government 
with a KPI on gender diversity. There is clearly a 

conscious effort on the part of the government 
to create more female leaders.

The challenges I faced as a woman were not 
in Malaysia; rather they were in other markets 
where there is a cultural resistance against 
women in the workforce. Unfortunately, those 
markets are Islamic ones.

Involving Islamic Banks, Like Hong Leong Islamic Bank, to Facilitate Growth

Islamic finance is increasingly playing an 
important role in Malaysia’s economic 
expansion. The manufacturing and service 
sectors have been crucial to the growth 
of Malaysia. The Malaysian government 
introduced Shari’a compliant funds specifically 
for SMEs. Hong Leong Islamic Bank is one 
of the main intermediaries in distributing 
those funds. Indeed, Hong Leong Islamic 
Bank’s contribution to the development of 

IBF includes product development as well 
enhancing thought leadership. Hong Leong 
Islamic Bank has developed several ‘firsts’ in 
sukuk structures and we work with various 
Shari’a research institutes in developing Shari’a 
products and legal documentation. These 
sukuk bring in investment to businesses, 
helping them contribute to the growth of the 
economy. 

Hong Leong Islamic Bank is also contributing 
to the overall growth of the halal industry. 
Funding the food sector is important to us 
especially as the halal food sector is growing 
in importance across the globe. We pride 
ourselves in being able to support cross 
border activities, e.g. Shari’a compliant FX and 
currency swap transactions.

Malaysia is a growing and dynamic economy.  Present and past leaders 
have managed to balance international expectations with domestic 
aspirations. In part they reflect the spirit and values of the people, known 
to be courteous, friendly but also committed and tenacious. Raja Teh 
Maimunah, MD/CEO of Hong Leong Islamic Bank, is an embodiment 
of Malaysia’s success. A proud Muslim female leader, she reflects the forward thinking of 
Malaysia’s perspicacious leaders.  Here she comments on what has made Malaysia successful.

Raja Teh Maimunah

Comment
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Please tell us about the role of the 
WIEF Foundation in promoting 
relations amongst the member 
countries of the OIC. 

The WIEF traces its roots back to 2003 with 
the formation of the OIC Business Forum, 
established to promote stronger economic 
cooperation amongst the OIC member 
countries. In 2004, the member countries 
agreed unanimously that business partnerships 
have a lot of potential in nurturing unity 
and prosperity amongst the global Muslim 
community, and more resources and 
commitment needed to be put in place 
to bolster member countries’ economic 
performance. In 2005, the first WIEF conference 
took place, and in 2006 the WIEF Foundation 
was set up to administer the WIEF. The 
establishment of the WIEF Foundation opened 
up the Forum to include Muslim communities 
beyond the OIC countries and other non-
Muslim communities across the globe. 

Since then, the WIEF has progressed into 
becoming a globally recognised Forum 
that helps build bridges through business 
between the Muslim and non-Muslim worlds. 
The Forum has now become an important 

platform for participants:  

•	 To discuss economic issues concerning the Tan Sri Ahmad Fuzi Abdul Razak

Interview

World Islamic Economic Forum

&Vision
Reality

An Exclusive Interview with

Secretary General of WIEF Foundation

TAN SRI
Ahmad Fuzi Bin Abdul Razak

ESTABLISHED in 2005, 
the World Islamic Economic 
Forum (WIEF) has emerged as 
the most influential gathering 
of Muslim leaders from 
around the world. The ISFIRE 
Analysis Team believes that the 
establishment of WIEF was the 
most important development 
in the Muslim world after the 
founding of the Organisation 
of Islamic Conference (now 
renamed as Organisation of 
Islamic Cooperation (OIC)) and 
Islamic Development Bank in 
the 1970s. Given the important 
role WIEF is playing in bolstering 
business relationships amongst 
the OIC countries and beyond, 
ISFIRE decided to talk to the 
man at the help of the WIEF 
Foundation, Secretary General 
Tan Sri Ahmad Fuzi Bin Abdul 
Razak.
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Muslim and non-Muslim world; 

•	 To engage in networking and closing of 
business deals;

•	 To develop entrepreneurship amongst 
youth and women;

•	 To enhance capacity building for business 
development;

•	 To introduce new business and economic 
initiatives;

•	 To nurture leadership and talent in business. 

Despite the WIEF’s short history, it has played 
a key role in fostering relationships amongst 
the OIC member countries, increasing their 
involvement in global trade and their share in 
the world economy. 

How successful was the 9th World 
Islamic Economic Forum held in 
London last October? Are you 
planning to hold a follow-up event 
in London to keep the momentum 
going? Also share with us the 
progress of the 10th WIEF planned to 
be in Dubai later this year. 

The 9th WIEF was a significant milestone for 
us as it was the first Forum held outside of 

the Muslim world.  The event received full UK 
government support. The feedback received 
from our partners and more than 2,700 
participating delegates was very positive. With 
18 world leaders present at the Forum, our 
progress in building bridges was noteworthy. 

The Forum demonstrated the potential of 
Islamic finance for both Muslim and non-
Muslim countries. The UK’s announcement 
at the Forum that it would issue a sovereign 
sukuk and launch the first Islamic market 
index at the London Stock Exchange have 
indeed opened the eyes of other non-Muslim 
countries. The Republic of Korea, India, Spain, 
Japan and China are keen to explore the 
benefits that could be derived through the 
introduction of Islamic finance and the halal 
industry in their respective countries through 
close collaboration with the WIEF. 

Prime Minister David Cameron and the Mayor 
of London, Boris Johnson, as well as the various 
British agencies that we work with, have 
been great in supporting the WIEF, and we 
look forward to undertaking more mutually 
beneficial programmes in the UK in the near 
future.  

Our efforts at the Secretariat are now focused 
towards preparing for the 10th WIEF to be held 
in Dubai on 28 – 30 October, 2014, at Madinat 
Jumeirah. Our team is really excited as we 
are working closely with the Dubai Chamber 
of Commerce with the full support of the 
Government of Malaysia and Dubai. We hope 
to replicate the success achieved in London 
by introducing new elements and ideas to 
help maximise the impact of the Forum in the 
Middle East. You can log on to our website 
www.10thwief.org for additional details on 
the Forum which promises to be yet another 

WIEF not to be missed!  

It is widely believed that Turkey is 
a rising star in the global Islamic 
finance services industry. What 
steps are the WIEF Foundation 
taking to connect Turkey with other 
stakeholder countries in Islamic 
banking and finance?

As you are aware Turkey is the world’s 17th 
largest economy with a population of 
approximately 76 million, the majority of whom 
are Muslims. It is indisputable that there is a 
lot of potential for the Islamic finance services 
industry to thrive in Turkey. Through our 
partner, MUSIAD, (Independent Industrialists 
and Businessmen’s Association), Turkey has 
been actively supporting the WIEF since 2011. 
We have successfully organised a roundtable 
that focused on “Business Opportunities in 
Kazakhstan” and “Empowering SMEs in Far 
Eastern Markets & Impact of Globalisation 
of SMEs” in Istanbul in 2011. 

Another roundtable will be organised in 
Istanbul on 20th May to explore the challenges 
faced by Turkey in its pursuit to promote 
a more dynamic Islamic finance industry 
in the country.  It will also address the key 
development areas for a more sustainable 
industry with prominent experts from the UK, 
Malaysia, Bahrain and the UAE participating. 

Please tell us about your role as 
Secretary General of the WIEF 
Foundation 

I was honoured to be appointed by the 
Chairman, Tun Musa Hitam, as the Secretary- 
General of the then newly constituted WIEF 
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Foundation in 2008 after serving with the 
Malaysian Government for more than 36 years 
including as Secretary General of the Ministry 
of Foreign Affairs.  

I am personally a strong believer in the WIEF 
and what it is striving to achieve for the benefit 
of the global Muslim community. In fact, I have 
been closely associated with the Forum from 
its inception back in 2003, and am a member 
of the WIEF Board of Trustees and the WIEF 
International Advisory Panel. 

My basic task as Secretary General is to play 
a supervisory role in organising the WIEF, 
providing input on the content and structure 
of the Forum and securing the support and 
participation of the government and corporate 
leaders to ensure its success. I see the WIEF as 
a useful “economic face” for the Muslim world 
and I believe that fostering strong business 
and economic linkages between the Muslim 
and non-Muslim world would go a long way 
towards promoting peace, prosperity and 
the economic wellbeing of the international 
community.  

I have to admit that being so involved in the 
evolution of the WIEF over the last 9 years and 
seeing its gradual acceptance as a globally 
recognized Forum has indeed been a fulfilling 
journey. But the journey is not over, and we at 
the WIEF Foundation are dedicated to bringing 
the Forum to even greater heights in the years 
ahead. 

It appears as if there is little 
connection between WIEF 
Foundation and other Islamic finance 
bodies like Islamic Financial Services 
Board (IFSB) and International Islamic 
Liquidity Management Corporation 
(IILMC), both based in Kuala Lumpur. 
Is this an incidental exclusion or 
part of an overall policy to keep 
WIEF Foundation independent of 
Islamic finance related endeavours 
undertaken by the government of 
Malaysia? 

The WIEF Foundation is more than just an 
Islamic finance entity and in practice welcomes 
partnership and collaboration of any kind 
with likeminded institutions, governmental 
or otherwise, as well as with SMEs and large 
corporations both in Malaysia and abroad.  

We recognise the special role played by the 
Malaysian government in developing the IFSB 
and IILMC in Kuala Lumpur into cutting-edge 
institutions dealing with Islamic finance. These 
institutions have received worldwide acclaim 

and we have, in fact, been successfully tapping 
into their resources and expertise in organising 
our own programmes. Policy-wise we are 
opened to fostering relationships with any 
local or foreign institutions or organisations 
that are supportive of our vision, mission and 
objectives. 

The World Islamic Economic Forum 
has certainly emerged as the flagship 
event of the WIEF Foundation. 
What other projects and initiatives 
are being undertaken by the 
Foundation?

You are absolutely right that our core 
function is to organise the annual Forum. 
This will remain as our flagship offering. 
We are fortunate, however, to be blessed 
with enough resources to enable us to 
undertake special programmes and activities 
in between the Forums under the ambit of 
the WIEF Businesswomen Network (WBN), 
the WIEF Young Leaders Network (WYN), the 
WIEF Education Trust (WET) and the WIEF 
Roundtables in Malaysia and other countries 
that are well received and appreciated by our 
sponsors and participants.

What initiatives are being taken by 
the WIEF Foundation to promote 
female leadership in the Muslim 
world? 

The WIEF Businesswomen Network (WBN) is 
one of the most active arms of the Foundation. 
Yearly, we organise capacity building 
workshops to empower women from all 
walks of life in business. Some of the on-going 
programmes for women are the WIEF Online 
Marketing Workshop, AWESOME (Accelerating 
Women Entrepreneurs in Small Operations 
and Medium-sized Enterprises) and Women 
Entrepreneurial Retreat. Special sessions have 
always been dedicated to promoting women 
entrepreneurship and leadership in business at 
our annual Forum. 

On a personal note, please share 
with our readership your own 
background and how did you end 
up with the WIEF Foundation as its 
Secretary-General. 

As I mentioned above, I was appointed to 
the post of Secretary -General by Chairman 
Tun Musa Hitam. I have had the honour 
of his acquaintance since the days I was in 
government service in Malaysia whilst he was 
serving in the government and then Special 
Envoy at the United Nations.  

I sincerely appreciate that my civil service 
background and experience in organising 
countless regional and international meetings 
and dealing with foreign governments have 
been duly recognized. These experiences 
have enabled me to effectively perform my 
responsibilities as Secretary General of the 
WIEF. 

Where do you see yourself and the 
WIEF Foundation in the next five 
years? 

As they say in life nothing is permanent and 
a time will certainly come when the baton 
will have to be handed over in the proper 
manner. Until then I see myself continuing my 
dedication to the cause of the WIEF, helping 
to reinvigorate the Foundation to ensure 
its continued importance, relevance and 
sustainability. What I would really love to see 
is the widening of the footprint of the WIEF 
Foundation in countries we have yet to cover 
including those in Latin America by “building 
bridges through business” and promoting the 
concept of shared prosperity. 

We observe that the success of the WIEF has 
prompted the emergence of other business 
and economic forums in the Muslim world. 
This is as it should be and we don’t see them as 
being in competition with us, but rather as one 
global collaborative effort that complement 
each other for the benefit of the global Muslim 
community. 

Any message you would like to 
give to our readership, particularly 
women in the Muslim world?

My immediate message is to encourage your 
esteemed readers to attend our next Forum in 
Dubai in October and to take advantage of the 
opportunities made available to all participants 
at the Forum. 

With respect to women it has always been 
my strong belief that women should enjoy a 
special place and be empowered to play an 
appropriate role in the Muslim world. The right 
to education for women should be strictly 
honoured so as to enable them to enjoy the 
respect, status and dignity in society. Many 
women are being denied even such basic 
rights. By providing equal opportunities 
and resources, women can definitely excel 
in attaining economic self-sufficiency and 
independence without sacrificing the values 
and traditions of the society they live in. This is 
what the WIEF Foundation believes in and this 
is what we are dedicated to pursue in a small 
way for the benefit of women in the Muslim 
world. 
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Introduction

Islamic finance has emerged as an alternative, 
and a suitable competitor to the conventional 
banking system.  Since its establishment, 
the system has slowly integrated itself into 
the existing banking system and has proven 
its effectiveness and sustainability. In fact, it 
is reported that the Islamic finance sector 
grew 50% faster than the overall banking 
sector. Islamic finance in Malaysia and 
Indonesia has been pivotal in the growth of 
the global industry. With experience of more 
than 30 years for Malaysia and 21 years for 
Indonesia, both countries are now witnessing 
tremendous development in Islamic finance. 
This article intends to provide an overview of 
the state of Islamic finance in Malaysia and 
Indonesia. It will provide a brief overview of 
the current economic position, the growth 
of demand, regulatory reforms, corporate 
governance frameworks and Shari’a advisory. 

Malaysia and Indonesia 

Demographically, Malaysia is a multiracial 
state with a population of nearly 30 million 
people.  Islam is by far the largest practiced 
religion with 61.3% followers, followed by 
Buddhism at 16.8%, Christianity at 9.2%, and 
Hinduism at 6.3%. Economically, Malaysia is still 
considered a developing country. The Gross 
Domestic Product (GDP) in Malaysia is valued 
at USD303.53 billion representing 0.49% of the 
world economy. In the third quarter of 2013, 
it was reported that Malaysia’s annual GDP 
growth rate was at 5%.¹

Indonesia is the largest economy in South 
East Asia and the fourth largest country by 
population in the world with more than 250 
million people. Indonesia has the largest 
Muslim population in the world - almost 
88% of the total population. The GDP value 
of Indonesia represents 1.42% of the world 

The State of Islamic 
Finance in Malaysia and 
Indonesia
Malaysia and Indonesia are two key markets in the Islamic financial space. Their value to the 
global industry cannot be understated, and as their own domestic industries grow inexorably, 
the global industry will strengthen. Dr Zulkifli Hasan explores recent developments in these 
countries discussing the new legislative and corporate governance changes that make the 
sector more stable and dynamic.

¹  http://www.tradingeconomics.com/malaysia/gdp-growth
2  http://www.tradingeconomics.com/indonesia/gdp-growth

economy with annual growth rate of 5.62% 
in 2013.² Considering the rapid growth of the 
Indonesian economy, Indonesian authorities 
have implemented stabilization policies to 
ensure that the economy does not overheat.  
With the largest Muslim population in the 
world, it is estimated that Indonesia has a 5% 
penetration rate for Islamic finance, which is 
set to triple or quadruple in the next five to ten 
years.

The growth of demand for Islamic 
finance

It cannot be denied that Islamic Finance in 
Malaysia is growing. As of end 2013, Malaysia 
has 16 full-fledged Islamic banks, 12 takaful 
operators, five international Islamic banks and 
six development financial institutions that offer 
Islamic financial services and products. Market 
share is currently 24.4% of the total banking 
system. Total Islamic financing is at 16.6% and 

Dr Zulkifli Hasan

Islamic Finance in Malaysia and Indonesia
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represents 26.9% of total loans in the banking 
system with the household sector continuing 
to account for the bulk of Islamic financing at 
65.9%.  653 Shari’a-compliant securities are 
listed on Bursa Malaysia, representing 71.8% of 
the total listed securities.³

Indonesia also enjoys positive figures. Rapid 
economic growth in Indonesia has spurred 
many non-Muslim foreign institutions to foray 
into Islamic finance such as Bank of Tokyo-
Mitsubishi UFJ. In parallel with high GDP 
growth, the growth of the Islamic finance 
industry in Indonesia is very promising. In 2011, 
it was reported that the market share of Islamic 
Finance only stands at 3.8% with an average 
total asset increase of 48.1%.⁴ However, in 
2012-2013, Islamic Finance in Indonesia grew 
around 50% reaching approximately 4.2% of 
the total market share. This is a remarkable 
achievement. Within seven years, from 2007-
2013, the number of fully-fledged Islamic banks 
has grown from just three to 11 fully-fledged 
banks, with around 23 Islamic windows.⁵

Regulatory reform

The legal framework of Malaysia’s Islamic 
finance system has undergone tremendous 
change with the passing of the Islamic 
Financial Services Act 2013 (IFSA) and the 
Financial Services Act 2013.  These laws, which 
came into force in June 2013, have replaced 
the existing Banking and Financial Institutions 
Act 1989 (BAFIA), Islamic Banking Act 1983 
and Takaful Act 1984. The new laws provide 
BNM with the necessary regulatory and 
supervisory powers to fulfill its broad mandate 
within a more complex and interconnected 
environment. The law is expected to place 
Malaysia’s financial sector on a platform to 
advance forward as a sound, responsible and 
progressive financial system. 

The IFSA was passed by Parliament in 2013, 
received Royal Assent on March 18, 2013 
and was gazetted on March 22, 2013. Unlike 
previous legislation, the IFSA governs all IFIs 
including Islamic banks, takaful operators, 
international Islamic banks, international 
takaful operators as well as operators of 
payment systems which enable the transfer of 
funds between Islamic bank accounts or which 
enable payments to be made by means of 
Islamic payment instruments, issuers of Islamic 
payment instruments, takaful brokers and 
Islamic financial advisors. The IFSA nevertheless 
excludes development financial institutions 
and cooperative societies. 

The new IFSA 2013 contains 291 sections 

which covers almost every aspect of the 
Islamic financial system, including the 
establishment of an IFI, its winding up and 
the enforcement framework for any offence 
under such law. The IFSA has provided 
the BNM with statutory duties to foster 
fair, responsible and professional business 
conduct amongst financial service providers. 
IFIs have been imposed with two statutory 
duties, namely compliance and reporting. 
The IFSA is expected to promote a robust 
financial consumer protection regime 
particularly in respect to unfair and deceptive 
business conduct and disclosure obligations, 
and provide clear demarcation between 
conventional and Islamic finance. On top of the 
IFSA, the BNM has issued four new guidelines 
to further improve the practice of Islamic 
finance, namely:

 � Capital Adequacy Framework for Islamic 
Banks (Risk- Weighted Assets), effective as of 1st 
January 2013; 

 � Capital Adequacy Framework for Islamic 
Banks (Capital Components), effective as of 1st 
January 2013;

 � Financial Reporting for Islamic Banking 
and Islamic Financial Institutions, effective as of 
28 June 2013; and

 � Guidelines on Ibra (Rebate) for Sale-Based 
Financing, effective as of 4th February 2013. 

To overcome impediments in the practice 
of Islamic finance, the Law Harmonization 
Committee Report 2013 formulated four 
recommendations to resolve the inherent 

issues in the Islamic finance industry namely:

 � Introduce provisions in court rules 
on imposition of late payment charges on 
judgment debts; 

 � Allow better access to Islamic financing 
for consumers through recommended 
amendments to reserve land legislations in all 
states; 

 � Facilitate Islamic financing involving 
landed property through recognition of Islamic 
finance in the National Land Code 1965; and

 � Amend the Companies Act 1965 in order 
to facilitate the effort to offer globally accepted 
Shari’a-compliant product structures for the 
Islamic money market. 

The Committee is now in the midst of 
studying the legal implications pursuant to 
the implementation of IFSA 2013. With the 
findings from several consultations and studies, 
the Committee proposed recommendations 
to improve the Islamic finance regulatory 
framework by providing legal certainty of 
Shari’a contracts enforcement, to be responsive 
and sensitive to implement legislative changes, 
to develop human capital through producing 
highly qualified legal talent and commercially 
experienced judiciary, and finally to create a 
supportive and reputable dispute resolution 
environment for adjudication and dispute 
settlement at the national and international 
levels.⁶

Unlike Malaysia, Bank Indonesia is no longer 
the banking supervisory authority following 

³  http://www.sc.com.my/wp-content/uploads/eng/html/icm/sas/sc_syariahcompliant_291113.pdf
⁴  Bank Indonesia. (2012). Shari’ah Banking Outlook. Jakarta: Bank Indonesia.
⁵  Bank Indonesia. (2013). Islamic Banking Statistics (September 2013). Jakarta: Bank Indonesia. 

Putrajaya, Malaysia
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the Financial Services Authority assuming 
capital market and banking supervisory 
functions. IFIs are also governed and bound by 
any direction and instruction of the Financial 
Services Authority. The Financial Services 
Authority in Indonesia is expected to boost 
market confidence and to promote financial 
stability and good governance as well as to 
enhance consumer protection.  

In terms of legislation, there is no significant 
reform on the regulatory framework of Islamic 
finance in Indonesia. Indonesia is still relying 
on the Act No 21 of 2008 Islamic Banking 

Law which provides legal foundation for the 
development of Islamic finance. In terms of 
guidelines and directives, no new guidelines 
were issued in 2013 by either Bank Indonesia or 
the Financial Services Authority, which relates 
specifically to Islamic banks. IFIs in Indonesia 
are governed by the following directives:

 � Bank Indonesia Regulation Number 13/23/
PBI/2011 Concerning The Implementation Of 
Risk Management In Islamic Commercial Banks 
and Islamic Business Units; 

 � Bank Indonesia Regulation Number 13/14/
PBI/2011 Concerning Asset Quality Rating for 
Islamic Rural Banks.

 � Bank Indonesia Regulation Number 13/23/
PBI/2011 Concerning The Implementation Of 
Risk Management In Islamic Commercial Banks 
and Islamic Business Units. 

It is expected that in 2014, there will be 
several regulatory improvements and reforms 
for Islamic finance in Indonesia. Under the 
Indonesia Banking Architecture Guidelines 
there are two major developmental plans 
namely the Blueprint of Islamic Banking 
Development and the Grand Strategy of 
Islamic Banking Market Development.

Corporate governance framework

IFIs are governed by several existing guidelines 
on governance issued by the BNM. Only one 
revised guideline has been issued by the BNM 
in 2013 specifically for IFIs - the Guideline on 
Corporate Governance for Licensed Islamic 
Banks (Revised BNM/GP1-i). This revised 
Guideline laid down provisions to promote 
best practice and good corporate governance 
for IFIs. Previously, corporate governance 
of Islamic banks was governed by several 
guidelines, such as Guidelines for Appointment 
of Directors of Islamic Banking Institutions, and 
others. This revised guideline supersedes all 

previous guidelines and is considered as the 
main reference for good corporate governance 
for Islamic banking Institutions. The primary 
objective of this guideline is to promote 
the adoption of effective high standards of 
corporate governance practices by Islamic 
banks and Islamic bank holding companies. It 
provides 14 principles of corporate governance 
and the minimum requirement of good 
corporate governance.

In discussing recent developments in 
corporate governance in Malaysia, it is 
important to highlight the legal consequence 
of the IFSA on the corporate governance 
framework for IFIs. Generally, the IFSA 
provides a clearer and more comprehensive 
set of provisions for corporate governance 
for IFIs. The IFSA vests the BNM with wide 
ranging powers to issue standards, which are 
binding upon every director, officer or Shari’a 
committee member of the institution. More 
importantly, section 28(6) of the IFSA provides 
that a failure to comply with the standards 
issued is an offence under the Act and carries a 
maximum penalty of eight years imprisonment 
or a fine of 25 million ringgit or both. In other 
words, this provision potentially charges 
board of directors, management, officers and 
even Shari’a committee members with heavy 
penalties including imprisonment. Therefore, 
IFIs are required to be more vigilant and 
diligent in carrying on their business.

The corporate governance framework is 
also the main concern for the Indonesian 
financial authorities. The Indonesian Banking 
Architecture Programs clearly stipulate 
the need for robust and strong corporate 
governance covering the full extent of the 
banking system. It pertains to commercial and 
rural banks, both conventional and Islamic 
banks, and the development of small, medium 
and macro enterprises. A number of corporate 
governance guidelines by Bank Indonesia have 
been issued including:

 � Peraturan Bank Indonesia No.15/14/
PBI/2013 tentang Perubahan Atas Peraturan 
Bank Indonesia Nomor 11/10/PBI/2009 tentang 
Unit Usaha Syariah. 

 � Peraturan Bank Indonesia No.15/13/
PBI/2013 tentang Perubahan Atas Peraturan 
Bank Indonesia Nomor 11/3/PBI/2009 tentang 
Bank Umum Syariah.

Both guidelines came into effect on 30 
December, 2013. These guidelines amended 
several provisions of the ‘Peraturan Bank 

“ An interesting provision in the IFSA in Malaysia is the potential 
liability of Shari’a scholars who could face punishment for 
rule breaches as stipulated under the IFSA. Shari’a committee 
members may be jailed for up to eight years or fined up to RM25 
million which is equivalent of approximately USD7.6 million if 
they fail to comply with the rules. ”

⁶  BNM. (2013). Law Harmonization Committee Report 2013. Kuala Lumpur: BNM.

Islamic Finance in Malaysia and Indonesia

Bali, Indonesia
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Indonesia Nomor 11/10/PBI/2009’ which relates 
to the corporate governance framework in 
financial institutions. Amongst the objectives 
of these regulations are to improve corporate 
governance practices and standards of Islamic 
banks (Bank Umum Syariah) and Islamic 
windows (Unit Usaha Syariah) and to increase 
the accountability of both types  of bank 
as well as to strengthen their institutional 
structure. 

Development of Shari’a advisory 

The existing framework of Islamic finance 
in Malaysia and Indonesia shares some 
similarities and diversities. Despite having 
a Shari’a board at the national level in both 
countries, Malaysia prefers greater involvement 
of regulatory authorities whereas Indonesia 
favours otherwise. In Malaysia, the National 
Shari’a Advisory Council (SAC) is part of the 
BNM whereas Dewan Syariah Nasional, Majlis 
Ulama Indonesia (DSN, MUI) is independent 
and not part of Bank Indonesia or the Financial 
Services Authority. It is still debatable whether 
the former or the latter is more prevalent or 
considered as the best practice of the two-tier 
Shari’a governance model.

Shari’a governance is one of the most 
developed areas of Islamic finance in Malaysia. 
Top down initiatives by the BNM or bottom up 
endeavors by practitioners shape the practice 
of Shari’a governance. The International Shari’a 
Research Academy for Islamic Finance (ISRA) 
and various institutions of higher learning 
have been at the forefront in improving Shari’a 
governance related matters including research 
and development. The establishment of the 
Association of Shari’a Advisors initiated by 
prominent Shari’a scholars further stimulates 
the degree of professionalism and talent 
development in Islamic finance. The level of 
grass-root awareness on Islamic finance is also 

increasing whereby Shari’a scholars are now 
actively engaging with communities and civil 
society entities. To complement this, the media 
has also been very supportive, producing and 
publishing news, documentaries, talk shows 
and information on Islamic finance even during 
prime time hours.

An interesting provision in the IFSA in Malaysia 
is the potential liability of Shari’a scholars who 
could face punishment for rule breaches as 
stipulated under the IFSA. Shari’a committee 
members may be jailed for up to eight years or 
fined up to RM25 million which is equivalent 
to approximately USD7.6 million if they fail to 
comply with the rules. This latest development 
also raises another issue of having professional 
indemnity Islamic insurance as is the case for 
lawyers and medical practitioners. 

As regard to the issuance of new parameters 
for Shari’a contracts at the national level in 
2013, the SAC, in exercising its authority as the 
highest Shari’a authority, has issued Resolutions 
on Murabahah and Exposure Drafts on Islamic 
Financial Contracts (Shari’a Requirements 
and Optional Practices) and Contract paper 
on Shari’a Requirements, Optional Practices 
and Optional Requirements of Musharakah, 
and Contract paper on Shari’a Requirements, 
Optional Practices and Optional Requirements 
of Mudarabah. These parameters cover various 
types of Shari’a contracts including hiba, bai 
ina, kafala, wakalah, wadiah, wa’d, musharakah, 
mudarabah and tawarruq. 

In Indonesia, we are witnessing several 
interesting developments. This is in line with 
the structural reform of Indonesian financial 
authorities whereby in 2011 the authority of 
regulating and supervision of banks has been 
transferred to the Financial Services Authority. 
With this reform, DSN, MUI is expected to 
cooperate and deal with the Financial Services 
Authority rather than Bank Indonesia. Similarly 
with Malaysia, any IFIs either fully-fledged 
or windows, must establish a Shari’a board 
as it is considered a statutory requirement 
under the Indonesian law. This requirement 
indirectly demands all 11 fully-fledged Islamic 
banks and 23 Islamic windows to have a set of 

institutional arrangements through which IFIs 
can ensure that there is effective independent 
oversight of Shari’a compliance.

In terms of Shari’a governance related 
initiatives, DSN, MUI has implemented several 
programmes and one of them is to improve 

the level of professionalism of its members 
through professional training and members’ 
certification. The report entitled ‘Ratusan 
Dewan Pengawas Syariah RI Cuma Bersertifikat 
Level Dasar 2013’ mentioned that DSN, MUI has 
established three levels of certificate for the 
Dewan Pengawas Shari’a (DPS) namely basic, 
intermediate and advance.⁷ Another report, 
‘Kebutuhan Dewan Pengawas Syariah tinggi 
2013’ stated that the total number of registered 
DPS under DSN, MUI record is only 167 
members.⁸ Considering the demand and needs 
of qualified and skillful Shari’a scholars, one of 
the main concerns highlighted in the report 
refers to the lack of capable and qualified 
human resources. The report recommended 
further policies including regulatory initiatives 
which oblige the institutions to have certified 
DPS in each institution. This is actually a global 
issue and not exclusive to Indonesia. Lack of 
talent is one of the biggest challenges for the  
Islamic finance industry. It is estimated that 
one million professionals are required globally 
for Islamic finance by the year 2020 where 
Malaysia alone needs an additional 56,000 
finance professionals.⁹

Conclusion

Both Malaysia and Indonesia as Islamic finance 
leaders in South East Asia have extensively 
facilitated the implementation of Islamic 
finance by enhancing their policies to suit 
domestic and global market behaviour. With 
the understanding that strong, efficient and 
robust regulatory frameworks balanced with a 
certain degree of flexibility will lead to market 
stability, Malaysian and Indonesian financial 
authorities are consistently enhancing and 
improving the Islamic financial framework 
through comprehensive means and various 
initiatives. Their approach is working well 
in both jurisdictions as we clearly observe 
tremendous developments in terms of 
growth in market share and banking assets.  
The Indonesian market seems to offer 
more opportunities considering the size of 
the economy and the size of the Muslim 
population. As the largest economy in South 
East Asia, second amongst the OIC countries, 
the current 4.2% market share of Islamic 
finance in Indonesia indicates there is room 
to grow. As the Malaysian market is relatively 
small, Islamic finance players have no other 
option but to venture into more dynamic and 
competitive global markets. In this regard, 
they must be ready to compete by offering 
competitive and universally accepted products 
and services.

“ With the understanding that strong, efficient and robust 
regulatory frameworks balanced with a certain degree of 
flexibility will lead to market stability, Malaysian and Indonesian 
financial authorities are consistently enhancing and improving 
the Islamic banking framework through comprehensive means 
and various initiatives. ”

⁷  http://bisnis.liputan6.com/read/623948/ratusan-dewan-pengawas-syariah-ri-cuma-bersertifikat-level-dasar
⁸  http://keuangan.kontan.co.id/news/kebutuhan-dewan-pengawas-syariah-tinggi
⁹  MIFC. (2013). Human Capital Development, Sustaining the Growth of Islamic Finance. Kuala Lumpur: MIFC.
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The role of the Shari’a function for 
Islamic banks

The Shari’a compliance function is the core 
differentiating factor between an Islamic 
bank and a conventional bank. Over the 
years, the global Islamic banking industry 
has witnessed rapid growth with particular 
focus on improvement of Shari’a compliance 
mechanisms in place. With focus on building 
awareness of Islamic finance, the industry is 
rigorously working to provide more authentic 
and reliable mechanisms of Shari’a compliance, 
so that the system is preferred by its customers 
to fulfill their banking needs.

Islamic banks are playing an active role in 
this aspect by putting comprehensive Shari’a 
controls and mechanisms in place. In particular, 

Meezan Bank has made notable efforts and 
progress in this area. With the support of the 
central bank of the country, today Meezan 

Meezan Bank: 
A Role Model of Shari’a 
Compliance for Islamic 
Banks
Meezan Bank has grown to become the largest Islamic bank in Pakistan. In achieving this 
impressive feat it has not compromised on Shari’a principles, creating the framework and 
the internal infrastructure to ensure that the products and services it offers are, and remain, 
Shari’a compliant. Meezan Bank’s Ahmed Siddiqui, Executive Vice President and Head of the 
Product Development & Shari’a Compliance unit, and Obaid Usmani, Assistant Manager, 
discusses the Shari’a function at Meezan and explain the infrastructure in place and its 
importance for the Islamic finance industry in Pakistan. 

Bank is the largest Islamic bank in the country 
and is acknowledged as a benchmark for 
Shari’a compliance.
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Pakistan remains one of the most resourceful. 
The presence of eminent scholars, like Sheikh 
Muhammad Taqi Usmani, the world’s leading 
and most respected scholar in Islamic banking, 
gives a major boost to the cause of Islamic 
banking and its global acceptability. There 
are many other Pakistani Shari’a scholars who 
are part of Shari’a boards across the globe. 
Thus, the Pakistani Islamic banking industry 
has been under the supervision of some of 
the world’s most renowned scholars making 
Islamic banking in the country sound and 
reliable from a Shari’a point of view. 

Training

Human resources (HR) are a key component of 
a successful venture. When it comes to Islamic 
banking, HR is of no less importance; in fact 
the nature of the industry demands highly 
skilled and technically sound employees to 
carry the prestigious label of Islamic banking. 
Over the years, practitioners in the Pakistani 
Islamic banking industry have developed 
the technical expertise granting them the 
ability to train neophyte employees. There are 

A brief overview of Islamic banking 
in Pakistan

Pakistan, in recent years, has shown a strong 
inclination towards Islamic banking. The 
first Islamic commercial bank in the country 
was established in 2002, and within 12 years 
Islamic banking share is now more than 12% 
of the entire banking industry in the country. 
Over the last decade, Islamic banks have been 
successful in providing end to end Shari’a 
compliant alternatives to all conventional 
banking products. The robust regulatory 
framework of Islamic banks in the country is 
one of the major success factors which have 
supported this rapid growth. With more than 
1300+ Islamic banking branches and more 
than 30% annual growth in deposits, assets, 
financing and investments, Pakistan is set to 
become the hub of Islamic banking in the 
region.

Shari’a scholars

The presence and guidance of Shari’a scholars 
is the backbone of any Islamic bank, and 

many distinguished speakers who regularly 
participate in national and international 
conferences, seminars, workshops and other 
platforms. Eminent scholars conduct Islamic 
banking courses at various academic institutes 
and provide services for course structuring, 
curriculum development and testing services.

Development of regulatory 
framework and initiatives from the 
central bank

Pakistan is one of those few countries 
where the central bank has devised a robust 
regulatory framework with the support of 
Islamic banks. The State Bank of Pakistan (SBP) 
has also setup a separate department to 
support and monitor Islamic banking in the 
country. The regulatory framework is quite 
comprehensive covering almost all aspects of 
Islamic banking. Specific regulations for Shari’a 
compliance are one of the major highlights 
of SBP along with a separate comprehensive 
Shari’a governance framework for Islamic 
banks.

Besides working on the Shari’a compliance 
framework, a major initiative of the SBP has 
been to bring stake-holders onto a single 
platform, collaborating in a mass-media 
campaign to promote the Islamic banking 
industry in the country. 

The Shari’a compliance framework 
at Meezan Bank

Meezan Bank has a separate department for 
Shari’a compliance known as the Product 
Development and Shari’a Compliance (PDSC) 
department, with the mandate to ensure 
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Shari’a compliance, conduct Shari’a audit of the 
bank, research for new product development 
through innovative ideas, charity management, 
and Shari’a training. The PDSC department has 
more than 35 professionals making it one of 
the largest teams in the world dedicated to 
Shari’a compliance.

 � Product structuring & research (PSR)

Product structuring and research is required to 
develop new products and innovate according 
to Shari’a guidelines. Various financial products 
and services have been developed to fulfill 
previously addressed financial needs of the 
customers. Besides developing new products, 
the research is undertaken in order to refine, 
modify, and redefine existing financial 
products. Providing customized Shari’a 
compliant financial solutions to corporate, 
commercial, SME clients and development of 
liquidity management and treasury related 
products are hallmarks of the PSR function.

Customized Shari’a compliant financial needs 
for all segments of business are done by 
analyzing the following:

•	 Customer’s business cycle

•	 Existing alternatives present in the market

•	 Payment flexibility (possibility of early     
repayment)

•	 Accounting treatment

•	 Risk mitigation measures

•	 Basic Shari’a Principles

•	 Tenure (short term or long term)

•	 Rate of financing (fixed or variable)

•	 Tax concerns

•	 Regulatory aspects

•	 Mode and nature of the assets

Once the structure of a new product is 
finalized, it is presented before the Shari’a 
advisor who may either approve, decline or 
suggest modification in the product. In cases 
where the Shari’a advisor does not approve 
or decline the product, he will report the 
case in the next Shari’a supervisory board 
(SSB) meeting. The SSB will then take the final 
decision on the product.

 � Shari’a compliance function (SCF)

The Shari’a compliance function is broad as 
it relates to all departments in the bank.  The 
basic purpose of SCF is to monitor Shari’a 
compliance in regards to:

•	 Corporate, commercial and SME financing 
(assets of Meezan Bank Ltd). For each customer 
a separate process flow is devised. Hence the 
murabaha process flow for a textile concern 
will be different from that designed for a sugar 
mill, leather tannery, fiber producer, power 
station, etc. 

•	 Investment banking transactions related to 
sukuk and syndicated financings. 

•	 Funding, financing, investment, foreign 
exchange related as well as other activities 
conducted by the  department of the bank.

•	 Pool management and profit distribution of 
deposit products.

•	 Development of bank wide policies, 
procedures and guidelines for ensuring Shari’a 
compliance and vetting policies of other 
departmental functions such as HR, marketing, 
admin, etc.

The importance of SCF can be judged from 
the fact that the bank’s management has 
designated it the authority to approve or 
disapprove any financing proposal so that 
nothing is compromised on Shari’a principles. 
For example, upon review if SCF holds the 
opinion that facilities proposed in the financing 
proposal are not practical as per Shari’a, then 
SCF will not approve the limit and will propose 
a different solution/product to the business 
unit. In 2012 alone, the SCF function reviewed 
more than 1300 financing proposals.

Besides reviewing all financing transactions 
and bank policies, the SCF also serves as the 
coordination unit with the SSB which includes 
planning the meetings of the Shari’a board, 
preparing agenda items to be presented in 
the meeting, rolling out the decisions taken in 
the Shari’a board meeting across the bank as 
well as ensuring proper implementation of the 
rulings.

Shari’a training also falls in the ambit of SCF 
which conducts all Shari’a related trainings 

within the bank as well as amongst the 
customers, covering Islamic finance concepts, 
product training in light of Shari’a rulings and 
refresher courses to reinforce the concepts of 
Islamic finance along with any further updates 
regarding developments in the Islamic finance 
industry. Different modules for training are 
designed in order to cater to different kinds of 

audiences. The period of training may vary 
from one day to as long as 4 months based on 
the complexity of the course. Trainings may be 
focused on a single product or may cover the 
entire ambit of Islamic finance.

 � Shari’a audit

The objective of Shari’a audit is to ensure 
proper execution of transactions as per 
the guidelines laid out by the product 
development and Shari’a compliance team. 
The Shari’a audit team reports directly to the 
SSB, and works under the supervision of the 
in-house Shari’a advisor. The Shari’a audit 
of a branch/department is conducted by a 
particular team, from which the Shari’a audit 
report is prepared and assigned a rating. In 
2012 more than 250 branches were audited 
and reports issued.  

From the audit, if a concern is raised on the 
Shari’a complicity of transactions of a particular 
customer then charity may be imposed. Based 
on the seriousness of the concern, the case 
would be referred to the Shari’a compliance 
team in order to revise the process flow. 
Until the process flow is revised no future 
disbursement may be made. 

The Shari’a audit team works closely with the 
Shari’a advisor in preparing the Shari’a advisor 
report each year. Meezan Bank’s Shari’a advisor 
report is considered the most informative 
and comprehensive Shari’a advisor report in 
the global Islamic banking industry, and is 
acknowledged as a benchmark. The report 
encompasses all activities of the bank and 
provides information on Shari’a activities and 
new product development. 

 � Advisory services

Meezan Bank has developed alternatives 
for all types of asset and liability products 
that a conventional bank offers. Having a 
well established product catalogue, Meezan 
bank offers its counterparts assistance in 
developing products. Meezan bank has 
provided consultancy services to international 
banks advising on Shari’a compliance not only 
at startup, but also making certain that there 
are no loopholes which may make the ban 
non-Shari’a compliant in the future. Another 
important function is providing advice on 
Shari’a audit and Shari’a compliance as well 
strengthening and streamlining the internal 
operations of its client organizations from 
Shari’a compliance perspective. 

 � Retail product development

Retail product development is another 
vibrant function of the product development 
and Shari’a compliance department. The 

Year Number of 
training sessions

No-of 
Employees 
Trained

 2010 76 1750

2011 100 2786

2012 109 3314

Year Number of 
Seminars

Attendance

2009 24 1955

2010 38 4370

2011 39 4540

Meezan Bank
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unit develops innovative deposit products, 
consumer financing products and is also 
involved in the profit distribution and pool 
management system of the bank. This unit 
plays a vital role in re-vamping existing 
products to retain existing customers and 
attract new customers to the bank. Recently, 
Meezan Kafalah, a saving plan with takaful 
benefits, was developed by this unit which 
received an overwhelmingly positive response 
from the market.

 � Charity management

At Meezan Bank, charity management is 
conducted through Ihsan Trust which was 
founded in January 2010.  Ihsan Trust Fund is 
a waqf, made through a separate waqf deed. 
There are two sources through which Ihsan 
Trust raises funds:  donations from customers, 
and donations from other Islamic banks and 
Islamic asset management companies. 

Ihsan trust has been focusing particularly on 
the areas of health and education by providing 
medical equipment to hospitals, and interest-
free loans (qard hasan) to students who 
lack financial resources to continue higher 
education. Till now, Ihsan Trust has helped 
more than 1000 students to pursue higher 
education in leading universities like IBA, LUMS, 
NUST, GIKI and others.

 � Shari’a supervisory board coordinator

The product development and Shari’a 
compliance department plays another 
important role in the bank by acting as a 
coordinator with the SSB. Coordination 

includes arranging meetings, following up, and 
implementation of directives from the SSB.

Conclusion 

The Shari’a compliance function has become a 
critical driving factor for not only performance 
but in sustaining the principles of the Islamic 
finance industry.  Meezan Bank in this regard 
has emerged as a role model for other peers, 
both locally and globally, which can be proven 
by its unmatched success leading Meezan 
Bank to win awards for the best Islamic bank 
in the country on a regular basis by different 
forums. Recently, Meezan Bank was named as 
the ‘Best Research & Development Institution 
in Islamic Finance 2013’ by the Global Islamic 
finance Awards (GIFA).

The entire banking industry of Pakistan is 
currently facing challenging times due to 
declining discount rates which has squeezed 
the banks’ profit margin, and in this situation 
Islamic banks face further challenges of not 
only maintaining their performance in terms of 
profitability but also maintaining it without any 
compromise on Shari’a compliance.

Meezan Bank Head Office, Karachi

Flag hoisting ceremony held at Meezan Bank’s Head Office. 



Working in Islamic financial institutions (IFIs), 
a certain culture is expected from being 
part of the Islamic banking and finance (IBF) 
industry. There is no doubt that IBF is primarily 
a business phenomenon, i.e., it does not have 
a hidden political or religious agenda, yet 
it cannot be denied that IBF has a civic and 
religious  dimension.

The prohibitions of riba (interest) and gharar 
(gambling) connote adherence to rules, but 
an alternative system could just as well have 
these facets without labeling itself as Islamic. 
By defining the industry as such, users, who 
are predominately Muslims, presuppose that 
IFIs will not only adhere to Islamic law in its 
practices, but those who are on the supply side 
of IBF will also observe Shari’a requirements 
related to rituals (ibadaat), manners (adab) and 
social interactions (muamalaat).

Thus it is not acceptable that a Muslim 
employee of an IFI is seen clubbing, dancing, 
drinking and involved in other activities that 
are deemed Shari’a repugnant. Such behaviour 
is more tolerable for a non-Muslim employee 
of an IFI though by no means encouraged or 
recommended. In this sense, employment in 
an IFI impels perforce following a social code of 
conduct and lifestyle.

It is important that consideration is given 
to the development of professionalism in 
IBF. Already, the establishment of a Financial 
Services Professionals Board (FSPB) was 
announced in the Annual Report of Bank 
Negara Malaysia (BNM) 2013. Indeed, BNM has 
shown commitment to the development of 
a professional framework for IBF. It has been 
heavily involved in the creation of the Finance 
Accreditation Agency (FAA) that focused on IBF 
in the first year of its operations.

FAA has achieved a number of milestones in 
accrediting Islamic financial qualifications, 
which it accomplished in a short span of time. 
Similarly, if the proposed FSPB is required to 

focus on Islamic financial professionalism in 
its first year and develop standards for it, it will 
have lasting effects with distinct value addition.

There are a number of existing frameworks 
for financial professionalism (like Chartered 
Insurance Institute’s Professional Standards 
Board in UK) but professionalism in IBF has yet 
to be looked into systematically. Malaysia can 
take a lead role in this respect, given that it has 
already been playing a leadership role in the 
development of the global Islamic financial 
services industry.

It is surprising to note that despite huge 
emphasis on professionalism in all professions, 
both in the public and private sectors, 
there is no concise and objective definition 
of professionalism. People talk about 
professionalism with reference to character, 
attitude, competency and conduct, but 
these are components and do not provide an 
essential definition.

My general definition of 
professionalism is as follows:

Professionalism is doing a job in line with a 
code of conduct and by observing contractual 
obligations associated with it ensuring 
efficiency, productivity (competency and the 
required skills) and ethics for the maximum 
satisfaction of all the stakeholders.

In the context of IBF, professionalism can be 
defined as undertaking jobs in accordance 
with a code of conduct and by observing 
contractual obligations associated with it 
ensuring efficiency, productivity (competency 
and required skills), and also upholding Shari’a 
considerations for the maximum satisfaction of 
all the stakeholders.

There are six important terms in this 
definition:
1. Code of conduct.
2. Contractual obligations.

3. Efficiency.
4. Productivity.
5. Shari’a considerations.
6. Stakeholders.

Codes of conduct already exist in varied forms 
for a number of professionals working for or 
with IFIs. Perhaps the best example of such a 
code of conduct is the “fit and proper criteria” 
adopted by different regulatory bodies (like 
the State Bank of Pakistan and BNM) for Shari’a 
advisors. It may not be a bad idea to extend 
and expand these “fit and proper criteria” to 
develop an Islamic financial professional code 
for staff of IFIs.

Contracts are central to all social, political and 
economic activities. Therefore, professionalism 
must be defined and included in the contracts 
of employment. It is only through contracts 
of employment and other agreements (like 
consultancy and advisory engagements) 
that Islamic financial professionalism can be 
developed.  Efficiency and productivity are 
considered important pillars of professionalism 
even in conventional frameworks for 
professionalism. IFIs can adopt and adapt 
from such conventional standards for 
professionalism.

Shari’a plays a central role in IBF, and Shari’a 
requirements can be built into Islamic 
financial professionalism by developing a 
comprehensive Islamic financial professional 
code.

Finally, it is absolutely important that a 
stakeholder approach is taken towards Islamic 
financial professionalism. The Islamic financial 
professionals must be seen as working for all 
stakeholders and not merely shareholders 
and the bosses in higher management. The 
stakeholder approach will bring increased 
respect to Islamic financial professionalism and 
will in the long run help the industry grow in a 
sustainable way.

Professionalism in 
Islamic Finance

Pause for Thought

Professor Humayon Dar
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Shabana Hasan
It is official. Women are better multi-taskers then men 
according to scientists at the University of Pennsylvania. 
You do not agree? Well, take a look at Shabana Hasan: 
Economist, Editor, Writer, Newsreader, TV Personality, 
Academic, Researcher, Fashionista, Wife, Daughter. In 
all her roles, she executes with a strong sense of her 
Islamic faith. We sit with Shabana to find out more 
about what drives her.

Interview

Q: Tell us about your family 
background and your upbringing as 
a child?
I am the youngest of three children – I have 
an elder brother and sister. As a child, I was 
pampered by both of my parents. Probably 
like many other precocious young girls, I did 
not enjoy studying. Instead, I loved to dress up, 
imagining that I was a Barbie doll. My siblings 
were not amused. They thought of me as being 
too pampered and spoilt. 

I guess I am a late bloomer when it comes to 
education, as I only started to enjoy studying 
at the age of 16. You could say becoming 16 
was life changing in the way I approached life. 
Growing up, my father was a businessman 
and my mother was a housewife. So I was 
exposed to business from a young age. At 16, 
both my sister and I managed a few food stalls 
(my sister is 3 years older than me). At that 
time, I was studying and running food stalls 
almost simultaneously: quite a departure from 
imagining being a Barbie doll! 

Q: You have travelled extensively 
and have lived in the UK as a 
postgraduate student at Durham 
University. Can you identify some 
salient features of the Muslim 
lifestyle in the West, Middle East and 
Asia?

Alhamdulillah, I can say that I have travelled 
quite extensively and at quite a young age 

as well. I am grateful for Allah 
(swt) permitting me the 
opportunity to enjoy and learn 
the beauty of other peoples’ 
culture and lifestyles. To give 
you a taste, some exotic 
places that I have travelled 
to are Turkey, Cyprus, Iraq, 
Maldives, Czech Republic, 
and Greece. There are many 
others! Alhamdulillah, I have 
also been to our sacred 
and holy lands – 
Mecca and Medina. 
Through travelling, 
I have gained a lot 
of self-confidence. 
Travelling also 
makes me feel 
humbled and 
continuously thankful 
for the mercy and kindness 
that Allah (swt) has bestowed 
upon me.

With all these years of 
travelling, I have learnt not 
to be too fussy with things. 
For example, being born 
and bred in Singapore, I am 
so used to the efficiency 
and high standard of living. 
This is not always present in 
some countries that I have 
travelled to. I learned that 
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not all countries and places are the same, thus 
adaptation is very important. We all know that 
there is a stark difference between Islam and 
culture. With my various travelling experiences, 
I can say that I see Islam, as it should be 
practiced, in the West; most of the time I only 
see culture being practiced in the Middle East 
and some parts of Asia. 

Q: Is fashion for women 
incompatible with Muslim lifestyle?
It depends on how you define fashion itself. If 
you see fashion as dressing extravagantly with 
excessive make-up, then it is not my thing. 
Surely Islam does not permit it as well as Islam 
emphasizes modesty. I sincerely believe in ‘less 
is always more’ (not less in the sense of fewer 
clothes on your body, but rather adorning 
simplicity). For me fashion is about creating 
your own style with modesty and elegance. 
When fashion is involved with modesty, 
elegance and simplicity, this is something that 
is recommended in Islam as well. There is no 
issue of incompatibility. Also fashion isn’t just 
about what you wear, it is about how you wear 
it. The way you present and carry yourself is 
very important. The first impression that you 
give a person will heavily influence the way 
they think of you after that. As stated by Dr. 
Tariq Ramadan, “Modesty is the way you deal 
with beauty, not the way you avoid it”.

Q: How did you get interested in 
Islamic banking and finance?

Initially I never intended to pursue Islamic 
banking and finance (IBF), but somehow it 
came to me. Allah (swt) willed it that way. In 
fact, pursuing IBF has completely changed 
my life. As mentioned earlier, I was born and 
raised in Singapore - a modern cosmopolitan 
country. The environment that I was in was 
very Western-oriented, and perhaps un-Islamic. 
I was also a part-time model. After I completed 
my Diploma in Accounting and Finance, I 
was supposed to pursue my undergraduate 
studies in Australia. At that time, something 
inside me was looking for greater satisfaction 
than just material pursuits. It is very difficult 
to express in words – basically I was searching 
for real peace and happiness. I wanted Islam 
to be a part of my life and not something 
that I see from afar. I wanted to wear the hijab 
and make Allah (swt) happy with me (I wasn’t 
wearing the hijab at that time). I realised 
going to Australia to further my studies would 
not be a good idea. I needed a conducive 
environment to help me change, to develop 
me into a woman with strong Islamic beliefs 
before I could embark on furthering my studies 
in Western countries. That is when I googled 

Islamic universities. The first one I found was 
International Islamic University of Malaysia 
(IIUM). I told my family I wanted to join IIUM, 
instead of going to Australia. Everybody was 
so shocked and was completely against the 
idea (except for my dad). They told me that 
my future in Singapore will surely be bleak 
after that. I told them I didn’t care. My future 
is in Allah’s hands, not in my hands or anyone 
else. Basically, I was adamant and insisted 
fervently. I really wanted to learn about Islam, 
to be able to wake up hearing the azan from 
the masjid, to begin classes with the recitation 
of surah Al-Fatihah, to be able to pray at the 
masjid in between classes. I didn’t get to 
experience all these things in Singapore. Finally 
they accepted my decision. I then enrolled 
myself in IIUM; however IIUM informed me 
that since I did not have a religious education 
background, the only courses that would suit 
me would be from the Kuliyyah of Economics 
and Management Sciences (since I already 
had a Diploma in Accounting and Finance). I 
immediately accepted not actually knowing 
what the courses had to offer, and that’s when 
my journey in IBF began. 

Q: What would you eventually like 
to adopt as a career: fashion or 
Islamic finance?

I don’t see why I have to choose one over 
the other. Thus far, Alhamdulillah, I have tried 
doing both at the same time, and so far all is 
great and fine. I am very happy doing both. 
Also, besides Islamic finance and fashion, I 
am also a part-time TV host, news anchor and 
a Muslimah model. I believe that Allah has 
blessed me with the ability of doing more than 
one thing at a time, and I am very happy and 
thankful with that. I also see fashion as more 
than just a career. For me fashion is a way of 
life. I don’t have to work in the industry for me 
to be fashionable. It is something that I want to 
undertake on a daily basis. But since I am also 
currently pursuing my PhD in IBF and working 
as an Islamic finance researcher/consultant at 
the same time, I can say that my present career 
is more skewed towards IBF as compared to 
the others. However, the future is completely in 
Allah’s hands. I may end up being a house-wife. 
Actually I have always wanted to be a house-
wife, but somehow that is not my destiny. Not 
yet at least. 

Q: What distinguishes Islamic 
fashion from the mainstream 
apart from observing Islamic 
requirements for covering certain 
body parts?

Firstly, I would like to ask what is mainstream? 

Is mainstream about wearing less and showing 
more? Isn’t that just propaganda of making 
women less respectable? Well if we look 
back into  history, decent orthodox Jewish 
women wore the veil; proper catholic nuns 
wore the veil. So when Muslim women wear 
the veil, why can’t it be justified as part of the 
mainstream too?

Q: What is the real need for, and 
motive behind, Islamic fashion?

I can say that exposure, education, affluence 
and, at the same time, deep awareness 
and fidelity towards Islamic practices play a 
very important role behind the existence of 
Islamic fashion. Muslim women nowadays are 
exposed to the various current brands, fashion 
designs, trends, etc. However, they are unable 
to participate due to the limitations of being 
a Muslim as the clothes may not adhere to 
the principles of Shari’a. On the other hand, 
they also feel that Islam is a beautiful religion. 
Religion should not be a source of hindrance 
to adorning oneself, thus this creates the 
existence of Islamic fashion. 

Q: What inspires you the most? Who 
is your mentor, in Islamic fashion 
and otherwise?

To be honest, I never had a mentor, be it in 
Islamic fashion, IBF or anything. Usually what 
I do is when I want to embark on a certain 
career path, I will google successful people 
in that field. Then I will spend some time 
studying, analyzing and thinking how they 
achieved their success, and what my abilities 
are to achieve the same success. I also have 
to take into serious consideration my role as a 
wife and daughter. That is how it has typically 
been for me in my various pursuits. I can say 
that both my parents have a strong influence 
in the way I am now. I believe that I have 
emulated my dad’s hardworking traits, and my 
late mum’s strong personality. 

Q: What are the premier designers 
in Islamic fashion? Do you think 
an Islamic fashion brand can ever 
become a mainstream brand?

To be honest, I am not really aware, or keep 
myself updated, with the ‘in thing’ in the Islamic 
fashion industry. This is because I usually buy 
my clothes from contemporary designers and 
Islamize them. I don’t see any problems or 
obstacles for an Islamic fashion label becoming 
a mainstream brand - as I mentioned earlier, 
wearing the veil is practiced by both Christians 
and the Jews too. As long as it is fashionable, 
prevailing and comfortable to wear, I do not 
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see why it cannot be a mainstream brand.

Q: Friends or family? What is more fashionable?

My family is everything to me. I am a very family-oriented person. No matter how tired or busy or 
occupied I am, I travel every week to Singapore to visit my dad and my sister (I am based in Kuala 
Lumpur). My mum passed away six years ago. Even with the pressure of work, I make time to cook 
for my husband and spend time with him every day. I believe in the saying – blood is thicker than 
water. So family is more fashionable for me.

Muslim Fashion: 
the rise of the new 
alternative
Almost without fanfare, the 
sartorial choices of Muslim 
men and women are marking 
the landscape of many 
multicultural and cosmopolitan 
cities, from Kuala Lumpur to 
New York. According to the 
recently published Global 
Islamic Economy Report, the 
industry could be worth up to 
$224 billion (as of 2012). While 
there have previously been 
a number of Islamic brands 
that have catered to a small 
clientele, only recently has a 
self-identified Islamic fashion 
industry exploded with a 
variety of designers, boutiques, 
and fashions entering onto 
public stage.  There have been 
a number of Islamic fashion 
weeks in Indonesia, Malaysia 
and Dubai, three markets in 
which Islamic fashion has been 
seriously promoted. In February 
2014, the USA debuted its first. 
Interestingly, the increasing 
number of fashion designers, 
shops and fashion shows 
across the USA has inspired the 
creation of Modesty Defined 
Islamic Fashion Council of 
America (MDIFC) to create a 
platform for US-based Muslim 
designers to consolidate and 
gain wider exposure. The 
mainstream industry is taking 
note. In September 2013, Islamic 
Fashion Festival, a Malaysian 
boutique founded in 2006, 
showcased a number of designs 
at an event in Paris. There is 
also a sense in the mainstream 
that the tastes of men, and 
particularly women, are tending 
towards more modest, and less 
revealing, attire. 

Shabana Hasan’s Profile:

Shabana Hasan joined the International 
Shari’ah Research Academy for Islamic Finance 
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Prior to that, she completed an MSc in Islamic 
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of Durham, UK. She also holds a Diploma in 
Accounting and Finance from the Temasek 
Polytechnic, Singapore followed by a Bachelor 
of Economics (Hons) from the International 
Islamic University of Malaysia (IIUM), with a 

specialisation in Islamic Economics. Presently, 
she is the Chief Editor of ISRA Bulletin and 
the Manager of the Advisory and Research 
Department of ISRA Consultancy Sdn. Bhd. In 
her young age, she has contributed extensively 
to the Islamic finance industry through her 
regular writings featured in major Islamic 
financial and mainstream publications. She was 
an Islamic finance news reader for Capital TV, 
Malaysia. She is also a Muslimah fashion figure 
in Malaysia and has been featured in various 
magazines for Muslimah fashion. 
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What was your earliest ambition?

To excel in Physics and whatever I do.

What kind of education did you have 
when you were growing up?

I studied in an Urdu medium school in Punjab, 
Pakistan; then Karachi University. My parents 
imparted to me ethics and religious values.

Who was your mentor?

My older brother, Dr. Ishaq Mirza.

How physically fit are you?

Very fit.

Ambition or talent: which matters 
more to success?

It is a combination of both, but perhaps the 
most important component of success is one’s 
faith in God.

What is the future of the Islamic 
financial services industry in the 
USA?

Contrary to what outsiders may think, Islamic 
finance in the USA has a very bright future. 
Islamic finance in the country has grown 
underneath the radar and encompasses a wide 
range of financial services. The first significant 
milestone was Amana Mutual Fund in 1989 
and this acted as a platform from which Islamic 
financial services grew. The USA created the 
first Islamic market index (1999), and now has 
a number of financial service providers such 
as the University Islamic Financial. I believe the 
next step will be to develop a healthy takaful 
sector. 

Your most wanted possession?

That is to ensure that my earnings remain 
halal. In fact, I have passed opportunities in 
my life in order to avoid receiving income 
which would be blemished. For instance, I 
was admitted into NED Engineering College 
and Karachi University, but I decided not to go 
into engineering so as to not to be tempted in 
accepting bribes.

How committed are you to Islamic 
banking and finance?

I am very committed to this industry and pray 
and work for its universal success. 

In what place are you happiest?

I enjoy my work and thrive in that environment. 
However, spiritually I always feel at peace in 
Makkah and Medina. 

What ambitions do you still have?

While Islamic finance is progressing in the USA, 
there is still much more to do in terms of truly 
creating a mature and complete framework for 
the Islamic financial sector. We need to help 
establish endowments in USA and promote 
entrepreneurships, takaful, etc.

What drives you?

Undeniably, it is to serve humanity in order to 
please God.

What is the greatest achievement of 
your life so far?

To be among a group that manages Muslim 
owned projects in USA.

If your 20-year-old self could see you 
now, what would he think?

I think he would be very 
pleased with the success 
he has attained with 
the assistance of God’s 
immense grace. 

What has been 
your greatest 
disappointment?

I do not think I have any. 

If you had to rate 
your satisfaction 
with your life so 
far, out of 10, 
what would you 
score?

10 out of 10.

Persona l i t y
Dr. M. Yaqub Mirza
President and CEO of Sterling Management Group Inc. 
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Introduction

Islamic financial planning involves the creation, 
development and delivery of individualised 
customer products and services at a profit to 
the organization in the light of Islamic values 
and principles. The idea of financial planning 
according to Islamic law has antecedents in 
the works of Ibn Yusuf, Ibn Taimiyyah, and Ibn 
Khaldun. For conventional financial markets, 
it is defined by Investopedia Dictionary as a 
comprehensive evaluation of an investor’s 
current and future financial state by using 
currently known variables to predict future 
cash flows, asset values and withdrawal plans. 

Conventional financial planning has been 
growing rapidly; the aim to build wealth seems 
to be the core objective of those involved. 
However, this is not the main purpose for 
Muslims. Allah has reminded believers to fear 
Him in whatever actions they perform “O you 
who have believed, fear Allah as He should 
be feared and do not die except as Muslims 
[in submission to Him]” (Ali-Imran: 102). Every 
Muslim has a personal responsibility to ensure 
that actions are imbued with this principle. 

Moreover, Allah says in the Quran “O you who 
have believed, protect yourselves and your 
families from a Fire whose fuel is people and 
stones.” (At-Tahrim: 6). Hence, the responsibility 
extends to protecting and educating next of 
kin and loved ones. 

Financial planning is an important element 
in protecting one’s family. Poverty has been 
seen by many Islamic scholars to be a cause of 
the reduction of faith and practice. Securing 
finances both in the present and in the future 
can have a deeper spiritual effect. This is 
ignored by conventional financial planning 
approaches. The following sections will cover 
the strategies in Islamic financial planning that 
are ‘beyond wealth management.’

What is ‘beyond the wealth 
management’?

Sakinah (or tranquillity) can be defined as a 
condition in which peace prevails, and it is a 
major characteristic of a harmonious family life. 
The Prophet Muhammad is reported to have 
said, “When a group of people assemble for the 
remembrance of Allah, the angels surround 

Islamic Financial Planning
Beyond Wealth Management
As Muslims become increasingly affluent, there is a need to plan effectively for the future. 
Murniati Mukhlisin discusses the importance of financial planning, and introduces the 
novel idea of sakinah as means to secure one’s financial future. For a Muslim, temperance in 
spending, community welfare and worshipping God are the key pillars of financial planning. 

them (with their wings), mercy envelops them, 
sakinah descends upon them and Allah makes 
a mention of them before those who are near 
Him.’’ Sakinah is also a process, a continuous 
pursuit for perfection – or struggle, if you like. 
Indeed, peace or tranquillity is a state of mind, 
but it still needs to be maintained and pursued. 
Just as a person’s faith (iman) may go up and 
down, his status as a Muslim remains intact 
so long as he meets the minimum criteria of 
being a ‘Muslim’, i.e. keeping his faith in the 
Oneness of Allah.

Sakinah has to be present in financial affairs as 
well. Each person or family may have different 
criteria and levels in deciding when they can 
safely say, “We are, or I am, financially sakinah”. 
In the context of conventional financial 
planning, this condition is referred to as 
financial freedom or financial independence. 
But financial freedom is more synonymous 
with the freedom from working (hard) and 
benefitting from a secondary source of income. 
For example, Rich Dad Poor Dad author Robert 
Kiyosaki says financial freedom/independence 
is obtained when a person is able to support 
various expenses only from passive income, 

Murniati Mukhlisin

Islamic Financial Planning
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such as investment returns from property/real 
estate or a business. Whilst for the financial 
advisor and motivational speaker Suze Orman, 
financial freedom means permanent absence 
or disappearance of anxiety or worries on 
money matters.

Ahmad Gozali, an Indonesian financial planner, 
defines financial freedom as a situation where 
someone has managed to ‘put the wealth in 
his hands, but not in his heart.’ In other words, 
financial freedom is obtained when qanaah 
(contentment) resides firmly in a person’s heart. 
That is, a person who does not feel deprived 
with having little wealth and not too wasteful 
when the wealth is abundant. 

This condition should be considered in 
the context of maqasid al-Shari’a (higher 
objectives of the Shari’a).  The objective of 
the Shari’a is to realize or to make real the 
best interests of humans on earth. These best 
interests are to secure benefits or to prevent 
harm and are divided into three descending 
priorities: meeting the essentials or necessities 
(dharuriyyah), then secondary needs (hajiyyat), 
and finally procuring luxuries (tahsiniyyat).

In terms of searching for wealth, a person 
would give priority to the basics (necessities) 
and deliberately do things that ensure the 
protection of his religion, life, lineage, intellect 
(knowledge) and wealth. Therefore, in the 
context of consumption or expenditure in 
Islam, meeting basic needs (dharuriyyat) is of 
absolute necessity and meant to preserve the 
aforementioned five concerns.

The so-called secondary needs (hajiyyat) 
are something that if not met will not 
cause harm. To that end, sakinah could be 
explained as a way of life that creates a sense 
of contentment or qanaah when most of the 
basic and secondary needs are met. While 
for luxurious goods (tahsiniyyat), they can be 
obtained within reasonable limits and for good 
purposes.

In practice, there is a nominal or sakinah 
financial threshold. Sakinah will be easily 
achieved when expenditure is equal to or 
less than the income. When it is less, then 
the individual will be in a surplus position, 
which will also lead to sakinah.  A surplus 
financial position is desired. Both the minimum 
(balanced) and ideal (surplus) conditions for 
every family will be able to meet the basic 
needs of their family life (Figure 1). 

Revenue minus expenses equalling deficit 
is a condition to be avoided (Figure 2).  This 
situation will lead to unhealthy accumulation 
of debts. There are two main situations in 

which  deficit can occur: first, because income 
is lower than what is needed to cover basic 
needs or necessities (dharuriyyat); and second, 
expenditure is way beyond the income 
capacity, especially for satisfying added wants 
or procuring luxuries. For the first condition, 
deficit should be covered by the government 
or charitable programs of the community with 
revenue derived from tax or zakat. While the 
second condition often occurs naturally due 
to an excessive lifestyle, and often times the 
deficit must be financed with debt.The main 
objective of sakinah financial planning is to 
guide plans in managing income, spending 
on needs and wants, as well managing 
savings to achieve a position of stability with a 
balanced budget and surplus. It strives to avoid 
excesses and conditions of debt, as described 
above, and to tilt the balance of income and 
expenditure more towards income (Figure 3).

The road to financial sakinah

Many Muslim families complain that despite 
the long and hard working days, sustenance or 
risq they gained is still insufficient - sometimes 
only enough for a month or may be less. They 
also complain that although their income is 
higher than the previous month they still feel 
impoverished, and trapped in debt, and worst, 
not able to set aside savings or plan for a family 
vacation.

There are a few measured steps, which can be 
taken to keep family finances in good order. 
The steps are recommendations for planners 
as each family deals with its own unique 
circumstances. The schedule can and should 
be adjusted according to the needs of the 
situation.

To illustrate further, below are some of the 
steps that can be taken to achieve a sound 
family finance condition or sakinah: 

1.  Clear intentions

The very first step is to align intention with that 
of the will of the Creator, either in working, 
running a business or seeking His bounty by 
any other lawful means. Every believer must 
strive so that all activities, whether commercial 
or social, are solely to seek His pleasure and a 
form a foundation for worship, and not filled 
with worldly ambition or targets alone. 

A person, who works as an accountant, 
for example, where almost all his time is 
consumed working for clients and the 
company, will enjoy and be motivated because 
his intention is to increase his income. But this 
financial satisfaction may be accompanied by a 
sense of emptiness due to not having enough 
time with the family. Work-life balance will only 
be a slogan where the initial intention was not 
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Figure 1: Ideal Income Account

Figure 2: Deficit Income Account 
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addressed in advance; just a perennial trade-off 
between increasing revenue and satisfaction 
with inner peace continuing to decline. Most 
of us are well aware of this trade-off and might 
have prioritized job over family consciously, 
with the consequences that come with it.

Intention to seek material gain or wealth may 
lead the person to be extremely successful, 
but he might fail in other respects, i.e. inner 
peace and receiving blessings. Likewise, when 
a person pursues his professional dreams 
with his heart filled with qanaah and seeking 
the pleasure of Allah, blessings will come 
along often. When he tries to follow Him, 
Allah Almighty would not leave his families in 
despair.

Prophet Muhammad (P.B.U.H), a leader with 
various obligations (earthly and divine), said: 
“Verily Allah, the Most High, will test each of His 
servants with risq which He gave him. Whoever 
is pleased with the division of Allah, then Allah 
will bless and good luck will be paved for him. 
And those who are not satisfied, undoubtedly 

his fortunes will not be blessed.”

2.  Only halal income

Halal is a major signpost in the journey to 
finding financial tranquillity. Halal is also a 
necessary condition for the realization of the 
blessings in wealth, which is acquired in a 
justified way.

Prophet Muhammad (P.B.U.H) said, “If you put 
your faith completely in Allah, He will arrange 
for your sustenance in the same way as He 
provides for the birds. They go out in the 
morning with their stomachs empty and return 
filled in the evening.”

Although many are increasingly sceptical 
about the principle of lawful sustenance and 
instead argue that halal income is scarce or 
hard to find, from stories of many successful 
people, they strive and become successful by 
sticking to such a principle. Halal sustenance 
is often considered a normative concept that 
only applies in medieval times; yet rampant 
cases of fraud, corruption, bribery, or abuse of 

authority in the modern age is the result of a 
loss of concern for a lawful livelihood.

Among the things that are not justified is 
dealing with usury, and could negatively affect 
one’s wealth as it is tantamount to injustice 
and extortion. Similarly, reliance on begging 
in search of money is one of the acts that are 
forbidden and prevent blessings. In one hadith, 
the Prophet (P.B.U.H) explained: “On the day of 
reckoning, begging will be like a blemish on 
the face of the beggar.”

3.  Working hard and starting work 
early in the morning

The best way to achieve peace and obtain 
the blessings of Allah SWT is to work hard and 
start each activity when it is still early in the 
day. Regularly waking up early is healthy and 
could trigger productivity, as well as removing 
laziness. Early morning is the best time to 
start looking for a job and good fortune in 
life. Prophet Muhammad (P.B.U.H) would say a 
prayer. “O Allah, bless my community for their 
morning time.”Based on this hadith, some 
scholars assert that sleeping in the morning is 
to be avoided (makruh).

4.  Maintaining good relationships 
(silaturrahim)

Among the good deeds that will bring 
blessings in life is establishing and maintaining 
good relationships. Silaturrahim is a step 
towards establishing good relations. The 
Prophet (P.B.U.H) said. “Whoever wants his 
sustenance to increase, or a delayed death 
(prolonged life), then he should extend 
silaturrahim.”

Prolonging life provides the opportunity 
(taufiq) to do good deeds, filling time with 
useful activities for life in the hereafter, and 
avoiding wasting time in useless activities. 
Besides, one’s legacy can endure in the 
memories of many people; charitable deeds 
are always remembered. 

5.  Fulfilling the rights of Allah

From the wealth accumulated, giving to the 
poor, the elderly and orphans is encouraged, 
if not obligated. It can be accomplished by 
distributing a certain portion of wealth in the 
form of zakat or charity. The collection and 
disbursement mechanisms for contributions 
have been set out in Islam to ensure fairness 
in lives.

Zakat, sadaqah, infaq and any other form of 
charity can lead to an increase in wealth and 
contentment with the blessings of receiving 
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an income. When sustenance is not seen as 
a blessing, for example, it runs out quickly 
or becomes insufficient. It could also be the 
result of not fulfilling the obligations of zakat or 
sadaqah to the poor and the needy.

Allah Subhanahu wa Ta’ala says: “Allah destroys 
usury and nourishes charity” (Al-Baqarah: 276). 
In one hadith, Prophet Muhammad  (P.B.U.H) 
once said: “There is no morning, except that 
two angels come down, then one of them 
prays:” O Allah, give a replacement for those 
who paid sadaqah “, while the other one prays: “ 
O Allah, destory those who are miserly.”

6.  Muhasabah and repentance

As wrongdoing or sin can curtail risq, seeking 
forgiveness and repentance can overturn the 
situation and bring back barakah on income 
or wealth. Almighty Allah tells the story of 
Prophet Hud and his people ‘Ad. “And (Hud 
said): O my people, ask forgiveness from your 
Lord and then repent to Him. He lowered 
torrential rain upon you, and He will add 
strength to your strength, and do not turn 
towards sin.” (Hud: 52)

As a result of this unfaithfulness and bad deeds, 
as described by the scholars of tafsir, people of 
‘Ad were punished with severe drought and 
infertility - no woman could bear children. 
This situation lasted for several years, while 
Prophet Hud persistently asked his people to 
repent and seek forgiveness from God. It was 
narrated that after the people finally repented 
and asked forgiveness, Allah SWT granted 
them with plenty of rain and their families were 
blessed with many children and descendants.

7.  Gratefulness and generosity

For many Muslims, gratitude is usually 
expressed by exclaiming ‘Alhamdulillah’, 
especially when a job is done, problems are 
resolved or when receiving prizes/awards. In 
addition to the visible and explicit, there are 
many more favours from God that we receive, 
which deserve our gratefulness. Among them 
are the blessings of sunshine, fresh air, joy of 
gathering with our family, and other favours 
that God endlessly provides to mankind. Verily 
Allah says: “And remember when your Lord 
said,” Except ye thankful, I will add (favours) 

unto you, and if you deny (my favour) then 
indeed my punishment is severe “(Ibrahim: 7).

How to achieve Sakinah in Islamic 
financial planning?

There are five main elements that must be 
managed by the family or planner as described 
in Figure 4 and explained in following the sub 
sections.

1.  Managing income

Income is the key to financial tranquillity 
(sakinah in finance matters). There are three 
possible types of income: halal, haram and 
shubuhat (ambiguous). Everyone is ‘free’ to 
choose any of them to support his life and his 
family life.

The ideal situation for the family is to have 
lawful (halal) and good (thayyib) income that 
covers needs and wants/dreams and at the 
end ensures balanced or surplus account. As a 
guide for mankind (not only Muslims), Allah has 
clearly stated,“O mankind, eat from whatever is 
on earth [that is] lawful and good and do not 

follow the footsteps of Satan. Indeed, he is to 
you a clear enemy.” (Al-Baqarah 168)

2.  Managing needs

Maintaining a cash flow is the most important 

aspect of personal or family financial 
management. Good cash flow management 
will end up with surplus or parity in accounts; 
likewise, poor cash flow will result in deficit 
and debt. In Islamic financial planning, tool 
for healthy cash flow management is through 
Plan, Do, Check, Action (PDCA) that involves 
budgeting, recording transactions, and 
evaluating. The key word for the whole exercise 
is discipline.

3.  Managing dreams

Family dreams are intermediary goals to 
motivate all family members in nurturing  the 
positive habit of saving, as well as to reward 
the income earner after working really hard. 

Figure 5: The Income Funnel
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Figure 9: Achieving Sakinah in Financial Planning
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- Qana’ah
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Dreams are not an end in itself - dreams are not 
primary goods. Dreams are hajiyyat (benefits, 
to reduce hardship) or tahsiniyyat (perfecting/
complementing our family life). Figure 7 
describes a sample of financial dreams that a 
family can focus on.

The key to keeping family dreams or wants 
reasonable is being content with what is in 
possession or ‘putting wealth in our hands, 
not in our hearts’. Dreams should also be in 
line with our needs and the maqasid al-Sharia. 
If these are all in check, then the main tool to 
achieve our many wants is planning.

4.  Managing deficit or surplus

Deficit is often caused by high proportion of 
income spent on hajiyyat/tahsiniyyat items 
(Figure 8).

For many people, deficit is usually the result of 
extremely low income. When deficit is caused 
by low earnings, people strive to increase 
income through additional jobs. When deficit is 
caused by over spending on non-essentials, it 
can be solved through cutting down expenses, 
employing discipline, or applying shock 
therapy. In managing debt, it can be worked 
out through restructuring the financing/loan, 
reallocation of other expenses to pay the debt 
first, or the selling of assets to pay loan back. 
Being indebted is strongly disliked. The Prophet 
is reported to have said that “The soul of the 
believer is held hostage by his debt in his grave 
until it is paid off.” 

Being in a surplus condition is an ideal 
situation. When a family is in this position they 
should remember the less fortunate, allocate 
immediately to savings/investment, and spend 
cautiously.

Surplus may come from extra/extraordinary 
income, or a pay rise. The best advice when 
there is a surplus is to maintain the same living 
standards prior to a rise. The surplus income is 
best allocated for emergencies, education of 
children, pensions, and investments to achieve 
family dreams.

There are various types of financial instruments 
such as stocks, mutual funds/unit trusts, 
and fixed deposits that can be invested into. 
Direct investment into business is another 
option, e.g. micro entrepreneurs or to direct 
known persons such as relatives, friends. Other 
investments can be in form of gold/dinar, silver, 
jewelry, or property.

5.  Managing contingencies

With every financial plan, there should be a 

back-up plan or contingency plan. ‘Risk’ and 
‘hazard’ will always be a part of life. Problems 
can happen at any time and to any person, 
such as sickness, accident, bankruptcy, etc.  It 
can happen to relatives or family members. 
Anticipation is required to handle risk, and this 
has been emphasized by Prophet Muhammad  
(P.B.U.H) “Treasure five things before five: Your 
youth before old-age, your health before 
illness, your wealth before poverty, your free 
time before becoming occupied, and your 
life before death.” In Islamic financial planning, 
the emergency fund is the main instrument 
to prepare for such events as loss of the main 
income, or other unexpected events. The rule 
of thumb is that it should be able to cover 
family needs for 5 – 6 months. It should also be 
kept in secure accounts, accessible only during 
emergency. 

Takaful is also a reliable instrument to hedge 
or manage financial risks in the family. Family 
takaful is for life related protection, such as 
accidents, etc., while general takaful is to 
protect financial losses on property, such as 
car, house, etc. Additionally, health takaful 

is to ensure costs of medical treatment or 
hospitalization are covered 

Conclusion

Islamic financial planning is essential as it 
builds a strong basis from which Muslim 
families can grow. Figure 9 shows that financial 
planning is not just mere planning to manage 
wealth but it is beyond that; it is a process to 
achieve sakinah or tranquillity in the heart of 
the Muslims. 

Planning is something that is encouraged 
in Islam as Allah has emphasized in the 
following verse: “O you who have believed, 
fear Allah. And let every soul look to what it 
has put forth for tomorrow - and fear Allah. 
Indeed, Allah is acquainted with what you do.” 
(Al-Hasyr :18). Prophet Muhammad (P.B.U.H) 

also encouraged Muslims to prepare or 
anticipate their future in his hadith: “A Muslim 
should prepare himself for the next world as if 
he is going to die tomorrow, but at the same 
time work hard to improve all his worldly 
comforts as if he is going to live forever.”

Islamic Financial Planning
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Islamic Finance 
Access Programme
27th March 2014, National University of Computer & Emerging Sciences, Islamabad-Pakistan

Demand for Islamic banking and finance 
(IBF) is growing significantly around the 
world. With that it is important to educate 
the suppliers (Islamic financial institutions) as 
well as consumers on different aspects of IBF. 
Edbiz Consulting launched the Islamic Finance 
Access Programme (IFAP) precisely to educate 
and train people on IBF. Edbiz have been 
organizing IFAPs on a quarterly basis for the 
last four years. The recent IFAP was organized in 
Islamabad on the topic of “Shari’a Compliance 
for Branch Level Staff” and was the 2nd in 
Pakistan.

The IFAP was hosted by National University of 
Computer and Emerging Sciences, (FAST-NU), 

and was sponsored by Financial Accreditation 
Agency (FAA) and Path Solutions.

The registration desk was opened sharp at 8:00 
am. There were approximately 80 attendees 
with representation coming from leading 
Islamic banks in the country including Meezan 
Bank Ltd, Al Baraka Bank, Bank Islami, Habib 
Metro, Burj Bank, UBL Ameen, Dubai Islamic 
Bank, Faisal Bank, Bank Alfalah and many more. 

The Welcoming Address was given by Dr.Aftab 
Maroof, Director of Campus of FAST-NU 
Islamabad.  He emphasised that we should 
spend our life in accordance with Shari’a rather 
than creating our own laws and trying to justify 

our own subjectivities.  If we would spend our 
life in such a way then it would result in success 
in both this life and the hereafter. He stressed 
that the industry could not simply replicate 
conventional banking and that we have to 
define a pure Islamic model of banking.

The next session was given by Mr Muhammed 
Hanif, associate professor at FAST-NU for 
accounting and finance. He presented on the 
topic “Frontiers in Islamic Finance”.  With 
28% of the world’s population being Muslim 
(approximately 2 billion), the potential market 
for IBF is vast.  To increase demand, more 
needs to be done to show the seriousness of 
transacting with interest. This is the foundation 
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of modern conventional banking. He added 
that conventional banking led to the financial 
crisis as the financial products were not backed 
up by real assets. Islamic banking is asset based 
financing, and if practiced correctly, obviates 
the obliqueness and complexity of the 
conventional financial markets.

IBF encourages equity financing which limits 
or removes the avenues for the practice of 
the fundamental prohibitions in Islam such as 
interest, gharar (uncertainty), maysir and qimar 
(speculation).  If the investor is seeking profits 
then he should also bare the losses that could 
occur. Mr Hanif further stressed that Islamic 
banks have to follow the Shari’a stipulations 
(khiyar) for sales and purchase. Mr Hanif 
enumerated five: 

1. An Islamic bank cannot claim an 
additional amount from a customer in 
case of default. 

2. Islamic banks cannot service depositors 
with a predetermined return.

3. Islamic banks cannot avoid Shari’a 
compliance in their operations by arguing 
the non conduciveness of existing legal 
framework. 

4. Islamic banks cannot utilise speculative 
products such as futures and forwards. 

5. IFIs cannot extend loans except by qard 
hasan.  

Mr Maroof then sketched a history of IBF. He 
started with reference to the objection of 
the receipt of interest from banks by Syed 
Abul Aala Maududi. The first Islamic financial 
institutions (IFI) to set up were Tabung Haji in 
Malaysia and Mt Ghamr in Egypt.  In 1973, the 
conference of Foreign Ministers of OIC took 
place resulting in the establishment of IDB, 
which opened its doors in 1975.  In Iran, the 
revolution in 1979 led to the announcement 
that the financial sector would be completely 
Islamic. In Pakistan, the Council of Islamic 
Ideology Issued a comprehensive report on 
“Elimination of Riba from economy” which 
underpinned Zia-ul-Haq’s drive to Islamise the 
economy.  However, the political optimism for 
an Islamic economy fell rapidly over the years 
until the 2000s.

Finally, Mr Hanif discussed the challenges faced 
by the industry and offered possible solutions. 
Challenges include: 

•	 The use of Kibor as a benchmark for profit 
rate.

•	 Selling shares at par value of IFI in house 
financing.

•	 Purchasing sukuk at par value at the time 
of redemption.

•	 Charging a financial penalty in case of 
default by customer.

•	 Use of third party guarantee of capital in 
case of sukuk.

•	 Use of time value based computer 
software in calculation of instalments.

•	 The lack of profit and loss sharing 
products.

•	 Ambiguity relating to salam and istisna 
modes of financing.

Mr Hanif believes that solutions to these 
problems lies through well educated and 
trained human resources which can be 
achieved by such IFAP training programs. He 
ended his presentation by saying that IBF is 
the only hope for the future of the financial 
industry.

Following a brief overview of the IFAP and a 
coffee and networking break, Dr Humayon Dar 
took to the podium. His lecture topic, “Seventy 
Times: Some General Tips for a Successful 
Career,” was an informative insight into how to 
succeed in the IBF industry.  He said the most 
important thing is we should know what we 
want to do and we should enjoy our work. We 
should try to be the first to reach the office, 
and try to be proactive, interactive, exhibit 
positive behaviour and ensure we persist in 
working hard at the work place. It doesn’t 
matter whether you are right or wrong, you 
need to have the courage to get the task done 
and to the highest quality.  This is generic 
advice, and any industry employee needs to 
have that passion in their mind. However, the 
IBF industry is unique. Most IBF professionals 

are committed to the cause of IBF, but this is 
not enough. Far too often, their professional 
lives are  entirely different from their personal 
lives. There is an added onus on a person in the 
Islamic finance industry to be ethical and moral 
in both their professional and personal lives. For 
a non-Muslim, any disparity can be accepted as 
the norms of Islam are not the norms he or she 
subscribes to. For a Muslim, on the other hand, 
the values of Islam are meant to be shared. 
By working in the IBF industry one should 
not be smoking nor drinking alcohol, and 
should maintain good morals. Dr Dar stressed 
that there is no doubt that the IBF industry is 
primarily a business phenomenon, i.e., it does 
not have a hidden political or religious agenda, 
but it cannot be denied that the IBF industry 
has its own, unique set of values embedded in 
its fibre. 

Following Dr Dar, Amir Khalil ur Rehman, 
ex-Islamic Corporate Head of Islamic Banking 
services at Askari Bank, delivered a lecture on 
the topic of “Answering FAQ’s in Islamic 
Banking”. The objectives of his presentation 
were to increase the general level of awareness. 
He started by distinguishing between Islam 
and Shari’a. He explained that Islam is the 
religion and Shari’a is the law. The way to live 
your life and the approach towards practicing is 
given by the Shari’a. He commented that there 
is no standardization in the IBF industry and 
this is perhaps indicative of the divergence of 
opinion between different schools of thought.  
This is clearly reflected by the difference of 
opinions between the Binori Town and Dar ul 
Uloom where opposing fatwas can confuse 
people who are following these institutions for 
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religious guidance. Harmonisation is required 
to minimise this confusion. 

Mr Rehman then responded to some 
frequently asked questions. Many people are 
not convinced about the Islamicness of IBF and 
wonder if IBF is in fact Islamic. This is a common 
question, but it is flawed. IBF is an industry 
based upon Islamic sources. It is immediately 
different to conventional banking and finance 
and there is a clear distinction between 
haram and halal when comparing these two 
industries. 

People pose questions about the permissibility 
of fixed returns worried that it may look like 
interest. However, fixed rental income and a 
fixed profit on sale transactions are accepted 
by the scholars.  Many have also expressed 
concern about returns being the same as 
conventional banking and financial institutions. 
This is acceptable according to the Shari’a. 

A larger problem is that people are unable to 
see beyond the change of context between 
pre-modern times and contemporary times. 
Thus since banks were not addressed in 
classical fiqh books, there is an anxiety that 
there is no concept of banks in Islam. This is 

true, yet it does not mean our efforts to create 
an authentic Islamic banking and finance 
sector should be wasted. The bank is good for 
the public, and so we should attempt to create 
an Islamic version. Mr Rehman concluded 
with an elucidation of all the different types 
of contract used in IBF and their differences to 
conventional banking. 

Following Mr Rehman, there was a 
presentation by Path Solutions on “Shari’a 
Compliant Technologies” which was 
followed by a lunch break. The first session 
following this break was by Dr Amat Taap, CEO 
of FAA. He explained to the attendees the 
importance of standardization of qualifications 
in the IBF industry. He mentioned that 
standardization is very important for talent 
development. We need to know what kind 
of courses is required to develop the talent in 
IBF and how the content can be tailored to 
produce optimal results. While, there are many 
courses and qualifications around the world, 
there is still a need to develop global standards 
in the IBF industry through which the lack of 
supply of Islamic finance professionals can be 
overcome in the emerging market. He said that 
the FAA is working to produce a framework for 
globally accepted standards.  He added that we 

should create learning standards which should 
be for all levels - lower, intermediary and higher 
– focused on sectors such as takaful, capital 
markets, and Islamic banking. 

The last session was presented by Dr Dar on 
“Understanding Shari’a Compliance in a 
Product Cycle”.  At the end the chief guest 
HE Rashad Daureeawo, High Commissioner 
of Mauritius to Pakistan gave the closing 
speech and distributed the certificates to the 
attendees. Over all the feedback was very good 
for the event and all the attendees expressed 
interest in attending the next IFAP.  

ISFIRE Report
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The financial crisis that began in 2007 shook the very foundations of the existence 
of the conventional financial system with policymakers and regulators wondering 

how it could have happened and what to do to ensure that it does not happen 
again. Islamic finance has to be equally conscious of its own durability. Already 

Islamic finance institutions have been strengthening their risk management 
capacity; but this only considers institutions as going concerns. One must also 
consider hazards that could affect the foundations. ISFIRE Insight explores two 

potential threats to Islamic finance: first, the increasing Islamist-related violence; 
and second, the interpretation of the law. To conclude, the industry has to 

completely divorce itself from politics and be conscious of its authenticity which 
it achieves through the wielding of the law.  Riding on a wave of optimism can 

blindside the industry to its weaknesses.

Highlighting the Fears 
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A new normal in Egypt, much like 
the old normal but harsher

Since the ouster of Morsi last summer, Egypt 
has been a bit stranger than normal as the 
deep state and army have solidified their 
control over the country to a level far above 
that of Mubarak. The Muslim Brotherhood 
has not only been removed from power but 
deemed a terrorist group and ostracised from 
society. To serve as a further humiliation, the 
Minya Criminal Court sentenced 529 in March 
this year to face the death penalty for the 
murder of a police officer and attempted killing 
of two others in a police station following 
protests last August.

Given that the verdict was delivered in only 
two sessions and only 142 of those sentenced 
to death were actually under custody (53 
were in court), it is unlikely that these death 
sentences will be upheld. Nevertheless, 
irrespective of the legal irregularities which 
undermine the judgment, this was a clear 
sign that the state organs are going to 
adopt a strong and harsh stance against the 
Brotherhood. 

Arab Spring lesson: if you crack 
down, crack down hard

With protests continuing despite the illegality 
of the Muslim Brotherhood and the rising levels 
of terrorist violence led by Ansar Jerusalem, the 
government and army have clearly decided 
to take a hard line against any form of protest 

in order to try to nip it in the bud. This posture 
has proved remarkably efficient over history in 
putting down insurrections, with the fault lines 
it opens up dependent on the willingness of 
the broader populace to accept such extreme 
action. In the case of Egypt, the anti-Muslim 
Brotherhood sentiment from those who felt 
they were a threat to their way of life remains 
high so we can expect continued aggressive 
policing with minimal disapproval.

However, the outlet of frustration is likely 
to move further underground gradually 
becoming more extreme, which is why we 
must consider the development of armed 
insurrection and how it may pan out in Egypt. 
The conflict in Algeria in the early 90s offers an 
uncomfortable precedent given that civil war 
was a consequence.

Will past Algeria be future Egypt?

Following the oil price collapse in the 1980s, 
President Chadli of Algeria found his support 
being eroded dramatically with October 
1988 riots representing a culmination of 
frustrations against the beleaguered leader.  
So, in a desperate attempt to garner support, 
President Chadli called for a referendum on 
the constitution in February 1989 to move 
away from socialism towards democracy. He 
hoped that in ensuing elections the support 
for the FIS (Front Islamique de Salut, aka Islamic 
Salvation Front) would help balance out the 
democratic RCD (Rassemblement pour la 
Culture et la Démocratie, aka Rally for Culture 

Death Sentences and 
Terror in Egypt
Three years ago protestors stood in Tahrir Square convinced they were entering a new and 
freer era in Egypt. Optimism has quickly turned to pessimism and concern. Today, déjà vu has 
crept in with the soon to be inauguration of a military leader and a crackdown on an Islamist 
group. What could this mean for the country in the next few years? In this article we explore 
the situation in Egypt and ponder whether things could turn worse, a consequence that could 
have sizable ramifications for the region and for the wider economy.

Tahrir Square
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Ali Benhadj  and Abassai Madani 

and Democracy) party, allowing his own 
socialist FLN (Front de Libération Nationale) to 
win easily.

This was a huge miscalculation. The highly 
organised FIS leveraged its dual leadership 
structure, with Abassai Madani reaching out 
to the middle class and Ali Benhadj appealing 
to the working classes, particularly the young 
urban poor. They won a series of local and 
municipal elections in June 1990 cementing 
their power and influence particularly amongst 
the urban youth that looked towards enforcing 
Islamic law. Aghast, the FLN adjusted the 
electoral constituencies as a result, leading to 
the FIS calling for a general strike in June 1991 
and Ali Belhadj calling for the FIS to take up 
arms if the FLN tried to stop them.

The leadership of the FIS was duly thrown into 
jail, but even though they lost a million votes, the 
FIS led by the new leader Hachani, still won the 
first round of postponed elections in 1992 with 
66% of the vote, a level that would have allowed 
them to change the constitution. However, 
the army stepped in to “defend democracy”, 
dissolving the FIS and arresting 40,000 people.

The new President Boudiaf, a prior hero who 
returned from a 27 year exile in February 
1992 to try to stabilise matters and clear up 
corruption, was subsequently assassinated by 
his own bodyguard in June 1992, making the 
situation even more messy. The FIS started to 
fracture and extremist splinters coalesced, with 
the first major group being the GIA (Armed 
Islamic Group), led by Abdel-Haq Layada, a 
former car mechanic, who actively recruited 
veterans of the Afghan jihad.

Much like today’s Boko Haram, the basic 
principle of the GIA was that the West was in 
terminal moral decline and many Algerians 
had become overly westernised, entering a 
state known as “jahiliyyah”, a kind of aggressive 
ignorance, which took them outside the fold of 
Islam. Thus the call was not for any democratic 
re-establishment, but for the full imposition of 
a very restrictive view of Islam, with significant 
recruitment coming from individuals 
marginalised by Algerian society.

The GIA constantly broadened its range of 
targets, including foreigners in 1994 and other 
jihadists in 1995, eventually leading them to 
implode, but not before tens of thousands 
of Algerians and foreigners had died. Indeed, 
this is a hallmark of fundamentalist jihad - you 
tend to have a core of “true believers”, whose 
rejection of most of humanity causes them to 
become exceptionally paranoid. The majority 
of neophytes tend to be those that piggy 
back on their momentum. This is until they 
start to turn in on themselves or they receive 

w w w. i s l a m i c f i n a n c e r e v i e w. c o   |  45  

May 2014 Issue



46  |  I s lamic  Finance Review

significant external support by others using 
them for their own means, something that we 
have seen recently with Al Shabaab in Somalia.

Looking back at Egyptian jihad

In considering how current Egyptian groups 
have formed and how lessons from Algeria 
may feed in, it is also instructive to look at the 
Egyptian jihadist groups that popped up in the 
last few years.

The origins of modern jihadist groups can 
be traced back to one of the early leaders 
of the Muslim Brotherhood, Sayyid Qutb, 
one of the key proponents of the concept 
of jahilliyah. Qutb’s relationship with Nasser 
had previously been congenial particularly 
after the coup of 1952, but conviviality failed 
to last after Qutb turned down a variety of 
positions in the government. It led to Qutb’s 
incarceration in 1954 where he was accused 
with other Muslim Brotherhood members of 
attempting to assassinate Nasser. As Nasser 
cracked down on the Muslim Brotherhood that 
he had previously seemed so close to (using 
his Tahrir (freedom) organisation, history really 
does rhyme), extremist elements came out 
focusing on Qutb’s work written during his 
imprisonment especially those in his seminal 
work “Milestones”. 

The spread of anti-secular and anti-Western 

principles of Qutbism accelerated in the late 
1980s (Qutb was hung in 1966), particularly 
thanks to a huge surge of funding and 
organisational support given to Al Qaeda 
during the Soviet War in Afghanistan. Splinters 
of the Muslim Brotherhood periodically gave 
up on peaceful community organisation after 
being imprisoned and suppressed, resorting 
to terror attacks, notably assassinating Anwar 
Sadat in 1981.

Jihadist attacks peaked in the late 1990s with 
the Luxor massacre of November 1997. 62 
people were killed by gunmen from a splinter 
group of al-Gamaa al-Islamiyyah, purportedly 
under the planning and influence of Ayman al-
Zawahiri. The attack attempted to undermine 
the Egyptian economy and puncture the 
nonviolence initiative of July of that year, when 
the main group had renounced violence. Their 
aims were thwarted as the attack destroyed 
all public support for jihadist groups in Egypt, 
leading to mass protests against terror groups 
that had previously relied on local knowledge 
and support for their organisations.

The Iraq war in 2003 led to another surge 
of support for jihadist movements, with the 
simultaneous bombings in Taba and Nuweiba 
in October 2004 leading to an indiscriminate 
crack down by the security forces. They 
arrested over 3,000 people and employed very 

harsh, direct tactics. The crackdown only served 
to build sympathy and support for these 
groups once more, not from an ideological 
vantage, but rather as a means to vent anti-
government frustrations. 

Some jihadists gave up their weapons to do 
social work, others became post-jihadists in jail 
and tried to de-radicalise others. Most of those 
who did not give up their guns moved away 
from targeting the booming tourism industry 
to a more broadly appealing target, Israel, led 
by a group known as Majlis Shura al-Mujahidin 
fi Aknaf Bayt al-Maqdis, commonly known 
as Ansar Jerusalem. The Arish- Ashkelon gas 
pipeline is a favoured target.

Understanding modern Egyptian 
terror and how it may evolve

Ansar Jerusalem has made quite a splash in 
Egypt since Morsi’s ouster, turning from a fringe 
group attacking primarily Israeli targets to one 
conducting hundreds of operations in the Sinai 
and beyond, including the September 5th 
assassination attempt in Nasr City on Interior 
Minister! Mohammed Ibrahim and the recent 
terror attack in Taba. The group is part of Al 
Qaeda’s loose transnational jihad network, 
but operates largely independently from 
them. They like to talk through their attacks, 
with videos and press releases outlining 
their motivations, modus operandi and likely 

Sayyid Qutb
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direction.

While the Egyptian government has 
indicated that this group is part of the Muslim 
Brotherhood, with some saying it is directly 
funded by former leader Khairat al-Shater, 

most of the videos of suicide bombers indicate 
disdain both for the principles of the Muslim 
Brotherhood and the organisation itself. This is 
not the popular view in Egypt, with some polls 
indicating a third of Egyptians believing the 
Brotherhood was responsible for the Mansoura 
bombing despite Ansar Jersualem taking 
responsibility (only 6% believed they did it).

The membership of Ansar Jerusalem has 
gradually broadened as well, with membership 
not only from the Sinai bedouins, but from 
educated middle class Egyptians and fighters 
returning from the Syrian war (which was 
supported by the Muslim Brotherhood).
The release of hundreds of Islamist convicts 
between the ouster of Mubarak and Morsi 
taking power also strengthened the ranks of 
Ansar Jerusalem, which currently seems to 
be around 2,000 strong (versus 500,000 or 
so Muslim Brotherhood members). Many of 
those released were innocent, but some were 
unreformed jihadists, with even the al-Zomor 
brothers, convicted of Sadat’s assassination, 
released.

While the criticism of the Muslim Brotherhood 
is pointed in many places, with, for example, 
the Nasr city bomber Waleed Badr saying 
that they erred in pursuing “this farce called 
democratic Islam” and saying they were aping 
the west (the jahiliyyah refrain), most of the 
ire of Ansar Jerusalem is reserved for the army, 
particularly given its apparent acceleration in 
normalising relations with Israel at the expense 
of the Palestinians.

Originally the group warned Egyptians to 
stay away from security HQs as they were 
“legitimate” targets, but now they are 
expanding to tourist sites, as can be seen 
by the Taba attack, in an attempt to cause 
economic instability. It is notable however 
that the rhetoric and basis of the attacks are 
distinct from the Algerian Civil War and the 
GIA as while the range of “acceptable” targets is 
widening, the level of takfir - declaring others 
as outside of Islam - is not, with the targets 
being primarily non-Muslim even in the case of 
the Taba attack.

If the government does carry out the death 
sentences and continues to crack down 
hard, groups such as Ansar Jerusalem are 
highly likely to swell and tourist attacks may 
accelerate. However, the primary target is the 

army in the case of Egyptian jihadists and, as 
with many jihadist groups, the goal is political 
as opposed to ideological, which may give it 
more staying power than other groups that 
have flamed out.

Additionally, the primary focus is unlikely to 
be the tourist industry as it remains in the 
doldrums and the government’s focus, with 
Gulf aid, is on infrastructure projects to fill the 
gap. The relatively open border with heavy 
weapon-rich Libya to the South affords plenty 
of opportunities for more balanced warfare 
with security forces (as evidenced by the 
recent shooting down of a military helicopter). 
This will be more successful in causing a 

disproportionate response bringing more 
recruits (a tactic employed by jihadists in Syria) 
and weaken the overall economy (the key 
modus operandi of Al Qaeda).

What does this all mean?

The reconciliation and gradual reintegration 
of the Muslim Brotherhood is probably at 
least 5-10 years away. In the meantime, the 
Egyptian economy is likely to get back on 
its feet in the next year or two provided Gulf 
money continues to come in and while the 
government’s tactics for dealing with the 
opposition are likely to cement their position 
short-term, the instability in the social fabric 
of Egypt is likely to increase over the next few 
years dramatically.

ISFIRE Comment

Mt Ghamr in Egypt is constantly offered in the annals of contemporary Islamic finance as a 
starting point for the industry. Since then, Egypt has at best flirted with the idea of Islamic finance 
although during the Morsi era there was a definite interest. The turmoil in Egypt is likely to set 
any kind of meaningful development back, and perhaps a greater concern is the increasing 
violence that is occurring in the region and its impact on the economy and the people. Syria has 
been caught by an intractable and grisly war which shows no signs of abating. In fact, the war 
is seeping out into neighbouring countries such as Lebanon and Turkey, and hostilities in the 
region have resulted in broken relationships between countries in the GCC, primarily Saudi Arabia 
and Qatar. A disunited GCC will lead to a period of instability and uncertainty in the international 
markets especially as countries such as the aforementioned are playing a greater role in the 
global economy.  

At the root of these fractures is a conflict between Islamist and secular politics. Harmonisation 
between the two has been an ongoing headache since the fall of the Ottoman Empire in 1924, 
and no single party has come close to offering an acceptable compromise. Islamic finance, in 
many respects, has managed to harmonise Islamic laws with secular principles making it a bridge 
builder between two often conflicting cultures. But its growth can only come with political and 
civil support. Being swept away in national politics as groups such as the Muslim Brotherhood 
have done has created a tinderbox in the region and formed conceptual associations between 
anything Islamic and violence. Islamic finance can fall into this unfortunate trap, which will 
upend its own global growth. Thus, the industry has to guard itself against a potential backlash, 
especially in the West, and counter any negative associations. Promotion, advocacy and 
marketing are important to delink a relationship with political Islam. Indeed, the genesis of Islamic 
finance is in political Islam but its branches need not be. Relatively more peaceful countries 
such as Malaysia and Indonesia can counterbalance the association with anything Islamic to 
violence. Strengthening their Islamic finance industries has an advocacy effect and so remaining 
niche and targeting a low percentage of the population will not give the industry the positive 
profile it deserves.  One could argue that we are overstating the metastasis effects of Islamist 
violence on anything Islamic. Yet we have seen the escalation of suspicion particularly after 9/11. 
Hence, responsibility on Islamic finance to provide an adequate counterbalance to this anxiety is 
necessary given the escalation of violence in Muslim countries.
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“ While the government’s tactics for dealing with the opposition are likely to 
cement their position short-term, the instability in the social fabric of Egypt is 
likely to increase over the next few years dramatically.”
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That the Islamic financial industry is 
growing is seen by exponents to be 
a reflection of the support for the 

principles and products of the industry. It 
highlights both increased religious sensitivities 
of the people along with an acknowledgement 
that the industry has the products to meet the 
needs of a discerning clientele. 

That the Islamic finance industry is growing 
is not providing detractors any comfort. The 
industry is as capitalist as the interest based 
financial system, its substantive values are 
the same, the difference is only terminology 
(and even then some would argue we should 
change product names to their English 
counterparts).  The never-ending form .vs. 
substance debate plagues the industry but it is 
not destroying the industry.  It is just a benign 
tumour: frustrating, not debilitating. 

That the Islamic finance industry is growing is 
good, or is it? The industry is only 40 years old; 
it could have furnished any model it wanted, 
but it chose this model, and it is this model 
that is flourishing. It is a model where clients, 
bankers, lawyers, marketing managers and 
Islamic scholars butt heads and form a unified 
opinion which meets the objective of each. For 
the banker and client, it is profit; for the market 
manager it is revenue; for the Islamic scholar 
it is Shari’a complicity, and for the lawyer, it 
is simply the harmony of client needs with 
regulatory requirements. 

So what is the contemporary Islamic 
finance model?  For all the many laws and 
products, fatwas and industry standards, the 
fundamental premise is simple: if the Prophet 
Muhammad was present today, these are 
the rulings he would have passed.  Indeed, 
following his demise all juristic activity in 
Islamic law is about empathising with the 
Prophet, attempting to think what his opinion 
would have been for any given situation. This 
is hardly an easy feat; there is bound to be 
disagreement on the legislative intent of the 
Prophet. Thus Islamic finance, like Islamic law as 

a whole, has been confronted with differences 
of opinions.  Nevertheless, there is much the 
industry does agree upon allowing there to be 
a unifying bond between most Islamic financial 
scholars. 

Even so, transposing the opinions of a 7th 
century legislator to the 21st century is 
wrought full of uncertainty. Contextual (and 
temporal) differences make it difficult for the 
Islamic scholar living many miles and years 
from desert Medina to empathise completely. 
What is harder is providing a Shari’a opinion 

The Anatomy of the Law
Shari’a is the foundation of the Islamic finance industry. It differentiates the industry with 
conventional finance. But the replication of products creates substantive issues for the 
industry. The industry fails to recognise that law has the power to influence behaviour. In this 
article, we explore the concept of law and how it is pivotal in creating a defined culture. 

for new phenomena. A mistake is to assume 
that an opinion on new phenomena that 
has no precedent during the time of the 
Prophet is part of the Shari’a. Today’s banking 
and finance sector is completely novel and 
unique. Contracts practiced at the time of 
the Prophet, such as mudaraba, are different 
to that is practiced today. For one thing, the 
former was used for single projects, whereas 
today’s mudaraba can be used to fund multiple 
projects. The best scholars can do is to relate 
principles. 

In addition to this Shari’a engineering, we 

hear of the industry being ethical and an 
alternative to the conventional financial 
industry. Emphasising the ethical element 
presupposes the capitalist system is un-ethical, 
a quite damning statement for a sector that 
is operational in every country in the world 
and remains in demand despite concerns.  
There are undoubtedly unethical elements in 
banking and finance, but its universality shows 
it strength. People willingly go to banks for 
their financial requirements and are generally 
satisfied. To boast of being an alternative, 
the industry proclaims that its offerings are 

“ Indeed, following his demise all juristic activity in Islamic 
law is about empathising with the Prophet, attempting 
to think what his opinion would have been for any given 
situation. “
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substantively different. This does not appear to 
be the case.  For example, businesses wishing 
to build capital can access bank loans or sukuk. 
Both instruments ultimately place the business 
in a position of debt.  

Even though the industry is currently not 
substantively different, it is attractive because 
scholars deem that products and services are 
Shari’a compliant. In other words, products 
and services are those that the Prophet, as 
legislator, would have accepted if he had been 
present today. As it is, the derivation of the law 
is assumed to be an objective task, without 
being mired by the subjectivities of the scholar 
and fully connected to the canonical sources 
of Islamic law: the Quran and the Sunnah. 
In consequence, the law, by having this 
connection has more immediate power than 
the effect of the law. Hence, strange decisions 
have been proffered in which validation 
for the legal opinion comes from tenuous 
links to the source. As one example, the 33% 
threshold for debt to equity ratio in stock 
screening methodologies derives from a hadith 
on inheritance and perhaps one on culinary 
habits. The link is fallacious. 

The formalist approach – relying exclusively on 
the Quran and Sunnah - towards law originates 
from the thought of Imam Shafii, who was 
committed to ensuring that the subjective 
opinions of the scholars were minimised.  But 
this could not always be maintained, and thus 

scholars relied on concepts of maslaha (public 
benefits) or darura (necessity) to show that the 
Shari’a had the power to adapt to changing 
exigencies.  This is the instrumental approach. 
In Islamic finance both approaches are used 
and through their utilisation substantive 
values of the law are conveyed.  Any form of 
law carries and confers a set of values which 
imbues itself in the law and spreads in the 
action that is commanded, or in the absence 
of an action that is prohibited. Islamic finance 
is no different, but the substantive values of 
the law appear to be very similar to that of 
the conventional financial service sector. This 
is forgotten and could be detrimental for the 
industry in the long run. 

Law as a power to shape behaviour 

Returning to the original question, what is the 
contemporary Islamic financial model, the 
answer is that today’s model of Islamic finance 
is one rooted in the Islamic sources but shaped 
to meet the needs of a capitalist mentality.  
The term, capitalism, is casually used in the 
Islamic finance industry and is considered as a 
negative.  Generally, detractors of capitalism are 
quick to deplore it, slow to offer any alternative.  
They shout inequality, while probably working 
in a capitalist organisation. Capitalism is to do 
with the private ownership of land, labour or 
capital. Its opposite would be state ownership. 
By owning the factors of production, a private 
organisation profit off what it owns.  Thus the 

capitalist mentality of a person is to profit off 
that which they own. 

The financial sector exists to allocate money.  
They help an individual or business to gather 
money in order to 1) transact for day to 
day needs; 2) be secure in emergencies; 3) 
speculate for profit; 4) spend charitably.  The 
Islamic finance industry attempts to encourage 
the fourth, but this is more of an afterthought 
especially as very few, if any, commercial 
enterprise is preoccupied with profiting in 
order to disburse charitably.

So if the Islamic finance industry upholds 
a capitalist mentality, then the Shari’a is its 
instrument to achieve this. Islamic finance 
uses a combination of the formalist and 
instrumental approach to the Shari’a, but as 
few if any 7th century law offers appropriate 
analogies in the 21st century, most of the laws 
in Islamic finance are in fact instrumental. 

This means that subjectivities of the Islamic 
finance scholars will affect the law passed. At 
this juncture, we turn to look to the concept 
of law in order to explain the impact of 
subjectivities on law. All law exists to guide 
behaviour by rules.  It is typically issued by a 
higher authority, which is usually the state.  For 
religious laws, the authority would be God and 
his messenger.   The state uses the law as a 
means to ensure order in society. Any descent 
into anarchy would weaken the state and 
create disunity. Creating order does not simply 
mean limiting violence; it is also means justice 
and fairness prevails between citizens. 

For political philosophers, the state is the 
natural evolution of men’s communal needs. 
Aristotle argues that the state commenced 
with individuals. Individuals create families. 
Numerous families create communities and 
numerous communities create the state.  The 
objective of each group is to secure happiness, 
and the state’s objective is to ensure that 
each grouping under its authority achieves 
happiness. To achieve this happiness, each 
member of society should be virtuous, and the 
state, through the issuance of law, encourages 
the inculcation of virtue.  Part of virtue is 
being just, and justice between members 
of society should be equal or it should be 
the consequence after one party has lost 
something in a transaction with another party. 

However, the content of virtue is going to 
reflect the substantive values of the ruling 
regime. Aristotle believed the regime could 
either function as an authority looking out for 
the best interests of the citizens, or it could 
look out for itself. Each regime has their own 
unique set of values, which would be reflected 
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in the laws that were passed.  Hence there is an 
axiological unity between the regime, the laws 
passed and the overall morality of society. 

In relation to making laws, these could be 
created by customary practice of different 
communities or enacted by the state. Aristotle 
opined that the best system is the former, 
where precedents are formed and these 
are utilized to determine similar cases.  Here 
he is preempting the common law system 
used in the UK and former British colonies. 
In terms of the latter, this alludes to the 
passing of statutes. Statutes are passed 
either as a codification of customary law or 

to account for a new development.  In light 
of the notion of separation of powers – the 
idea that a state should rule by dividing their 
authoritative power into three independent 
organs: Executive (the power to administer 
a state; Legislature (the power to issue laws); 
and Judiciary (the power to adjudicate 
whether citizen has followed the law) – only 
the Legislature can pass laws. So for any new 
phenomena a judge cannot promulgate law, 
and must wait till new statute is ordained. 

The judiciary, then, only has recourse to the 
customary and enacted law, and occasionally 
the facts may not fit the law. It is up to the 
judiciary to pull the law to the case. Aristotle 
gives the example of a law that makes it illegal 
to injure a person with an iron instrument. In 
a case, a man hits another, and on his hand 
is a ring made of iron. Should the man be 
prosecuted under this law?  The literal meaning 
of the law would suggest yes, but intuition 
would suggest otherwise. In situations where 
the law is not exact – and these situations 
are many –then the judiciary has to place 
themselves in the shoes of the legislator, to 
think of the purpose of the law and what 
could be captured under it. In this case, rings 
were unlikely to have been captured by the 
legislator. 

To summarise, law according to Aristotle

1. Passed to encourage virtue amongst 
citizens

2. Reflects the substantitve values of the 
regime

3. Can be based on customary practices or 
enacted by the regime 

4. Interpreted by the judiciary who attempt 
to empathise with the legislator when passing 
the law. 

Islamic Finance and Law

Returning back to our discussion on Islamic 
finance, there is no sovereign authority present. 
Law is traditionally assumed to emanate from 
the regime.  Previous regimes can pass laws 
which still perdure long after the individuals 
within have expired. The same is true with 
Islamic finance. The Prophet passed a set of 
laws, many of which are still relevant today. 
However, regimes change and are considered 
to be the new legislative power. In theory 
legislative power always resides with the 
Prophet. 

That is theory. In practice, legislative power 
shifts in each and every generation. To deal 
with new phenomena requires new thinking. 
It means that Islamic financial scholars in fact 
create law. To create the law, they should be 
influenced by the “regime”, which would be the 
Prophet. But once again this is not the reality 
given that there are many different parties in 
the product structuring process. One could 
argue that there is a constructed regime in 
Islamic finance. The bank, the client, the lawyer, 
the standard setting bodies are all part of 
the regime that administers, passes laws and 
adjudicates.  The values of all parties of the 
regime will be imbued in the products created. 

Yet any law passed has to be anchored to 
Islamic law, and this leads to frequent conflicts 
due to the tenuous connection between 
pre-modern Islamic law to modern exigencies. 
The Islamic finance scholars will then have to 
empathise with the legislator, and the best way 
is to rely on the maqasid (the higher objectives 
of Islamic law).  This has become a buzzword 
for Islamic law as a whole as it is seen as an 
interpretative method that divests from a 
slavish following of rules passed in a context 
different to the modern day. The maqasid 
endevour originate with scholars searching by 
induction for purpose of laws. They aggregated 
the laws to find that Islamic law is to protect 
five things: Life, Religion, Lineage, Wealth and 
Intellect. 

In situations where a direct law is not present 
or cannot be analogised from an extant text, 
considering the maqasid helps the Islamic 
jurist to pass law.  So with a lot of Islamic 
financial laws, they are to protect wealth. But, 
as mentioned above, the laws are there to 
also encourage a capitalist mentality - that is 
to make profits. There is thus a dual aim to the 

construction of Islamic financial laws.  

A case in point is the perspective on interest 
and its dissimilarity from the profit rate on a 
murabaha. Exponents argue that interest-based 
products are like pork – haram is haram is 
haram is haram. But let us look at it in another 
way. Khamr or grape wine is prohibited; there 
is no mention of beer or marijuana. Yet scholars 
find the reason of the prohibition is due to 
the intoxication resulting from consuming 
these products. They use analogy to connect 
the prohibition to all intoxicants. With interest 
based products, the notion is that paying extra 
on a loan is not allowed. The difference with 
murabaha is that it is a trade based product, 
but parties appear to be in the same position 
as of parties in a loan transaction. There is 
debt, and the repayment looks awfully like 
interest.  Scholars did not analogise the effects 
of interest based products with other products, 
yet they did so with Khamr. 

Now it is not the purpose of this article to 
criticise the judgements of scholars. It is to 
show that a certain thinking prevailed to 
distinguish between interest-based products 
and murabaha. Another mode of thinking 
could have focused on the effects, which 
would have meant that murabaha as it is 
practiced today would not have existed.  But 
it does exist, and indicates the values of the 
Islamic finance regime.  

Heed the warning

That the Islamic finance industry has grown is 
definitely good and impressive. But it has to 
be self-aware. The power of law to motivate 
behaviour is rarely considered, and it has to be 
conscious that if the products are imbued with 
values of capitalism, then the overall industry 
will reflect that. The consequence of this is 
the development of a culture which many 
may regard as not being “Islamic”. At the very 
least, and at the very worst, the industry will 
continue to be accused of being similar to the 
conventional finance sector if it remains on its 
present trajectory. Thus to argue that it is an 
alternative, without providing an alternative 
way of practicing with substantial differences 
in values, will become more difficult as Muslims 
become more affluent. The industry itself may 
grow impressively with demand growing. 
However, if it does not reconsider the content 
of the laws, there is a real possibility that the 
problems that afflict the conventional financial 
services sector will damage Islamic finance. 

“ So if the Islamic finance industry upholds a capitalist 
mentality, then the Shari’a is its instrument to achieve this. “
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Book Review

1. Judgment is to be based on knowledge 
and understanding 

2. The presumption of validity and 
permissibility applies to all contracts 
and conditions

3. The fundamental requirement in every 
contract is justice. 

4. The general principles conferring 
validity of contracts is the consent of 
both parties, and the effective terms 
and conditions are what they agreed. 

5. Deferment constitutes a part of the 
price. 

6. Matters are determined by intentions. 
7. In contracts, greater weight is given to 

intention and meaning than words and 
forms. 

8. Giving effect to words is preferable to 
giving them no effect. 

9. Certainty is not overcome by doubt. 
10. No legal consideration is given to 

conjecture that is obviously tainted by 
error. 

11. Freedom from liability is the pre-
existing and therefore prevailing state. 

12. The basic rule is that a thing remains in 
its original state. 

13. The presumptive rule is that transitory 
attributes do not exist. 

14. The presumption is that a development 
of legal significance is only of recent 
occurrence. 

15. Hardship begets facility. 
16. That which is easy cannot be waived 

due to that which is difficult. 
17. Necessities render the prohibited 

permissible. 
18. Necessity is to be assessed and treated 

proportionally. 
19. Need, general or specific, is treated like 

Mohammad Akram Laldin, Said Bouheraoua, Riaz Ansary, Mohamed Fairooz Abdul Khir, 
Mohammad Mahbubi Ali, Madaa Munjid Mustafa. 
International Shari’ah Research Academy for Islamic Finance (ISRA) (2013)
ISBN: 978-967-10318-9-6

The legal foundations of Islamic 
finance 

Shari’a scholars are the centrifuge from which 
Islamic finance flourishes. Without them, there 
is no industry. However , the weakness for the 
industry is the lack of Islamic scholars that can 
understand both conventional finance and 
Islamic law. It makes it increasingly important 
to train scholars with the right tools to apply 
Islamic law to the financial customs of society. 

For better or worse, the definition of Shari’a 
has been reduced to “God’s law”.  Whatever 
God has said, that is what should be done.  
However, to decipher God’s law is not easy. 
Following the death of the Prophet, the access 
to God terminated.  Muslims had to gather all 
the evidence that was available to formulate 
and understand God’s law.  In this endeavour 
their evidence of God’s intent was the Quran 
and veritable sayings and actions of the 
Prophet (the Sunnah).  

Scholars thereafter worked to create a 
discipline that allowed an objective application 
of the law to a situation. The accumulation of 
their efforts resulted in what is known as usul 
ul fiqh (the roots of the law). Broadly, usul is 
the way to understand the sources and the 
methods to deduce positive law (fiqh). The 
difference between Shari’a and fiqh is that the 
former is God’s law, which is the legislation 
enacted by God and his Prophet. Fiqh is the 
understanding of what God’s law would have 
been in a situation different to the situation 
experienced by the Prophet. 

In observing the law promulgated by the 
Prophet, general principles can be extrapolated 
from his verdicts.  These principles can then 
be used to determine law in new situations. 
This is known as a qawaid al-fiqhiyya or legal 
maxims. These legal maxims enable jurists in 
successive eras to form law while remaining 
within the boundaries of the general principles 
that could be extrapolated from observing 
the life and actions of the Prophet. There are 
many legal maxims, general in scope but 
applicable to specific situations to formulate 
laws. They act as a connecting thread between 
rulings. Today, no student in an Islamic country 
can obtain a degree in Shari’a unless s/he 
has completed specific legal maxim courses, 
and no graduate may aspire to be part of 
the judicial system unless s/he has mastered 
this field of Islamic law.  Understanding legal 
maxims is a fundamental element of an Islamic 
jurist’s education. 

Islamic legal maxims and their 
application in Islamic finance 

ISRA’s “Islamic Legal Maxims and Their 
Application in Islamic Finance” offers a 
profound insight into these legal maxims 
and their application in determining Islamic 
financial law. This is perhaps the first book 
to discuss legal maxims in English. No 
comprehensive book in English has been 
written on this field unlike other aspects 
of Islamic law such as usul and different 
categories of fiqh.

But there is much literature in Arabic, and 

Islamic Legal 
Maxims & Their 
Application in 
Islamic Finance

Qawaid al-fiqhiyya (Legal Maxims)
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this book relies heavily on this literature as 
evidenced by its bibliography. The number 
of English titles is limited.  The book includes 
40 maxims  (seen in the table) which are 
relevant to Islamic finance, and therefore is 
not a comprehensive articulation of all Islamic 
legal maxims. Concentrating on Islamic 
finance allows the reader to see the practical 
application of a juristic tool in the derivation 
of Islamic finance law. The book itself is 
divided into 40 maxims or 40 chapters and 
each chapter is divided into four sections. The 
Arabic of the maxim along with a translation is 
provided at the top of each chapter.

The four sections are as follows:

1. Explanation of the Maxim

 In this first section following the title, a 
hermeneutic approach is adopted in which 
brief explanations of words are provided as 
well discussions on legal principles of the 
Shari’a. These discussions of the Shari’a serve to 
clarify words of the maxim. The reader is then 
afforded an insight into the legal interpretative 
process that is involved in determining Islamic 
law. It involves an understanding of language, 
its construction, the meaning imbued in the 
words and the context in which it is applied.  
The brief discussions alert the reader that 
deriving Islamic law is not a simple case of  
“here is the rule, now apply it.” It is far more 
complex and profound.

2. Authority of the Maxim 

The second section identifies the channel 
from which the maxim has derived its 
authority which is typically from the Quran 
and the Sunnah. There are also references 
to the opinions of different legal schools for 
certain maxims.  Interestingly, the hadiths 
used are referenced from a number of hadith 
collections, and there are occasional comments 
in the footnotes on the classification of the 
hadiths and their authenticity.  It is suggestive 
that even in the sayings of the Prophet, there 
can be doubts as to its veracity. Subtly, then, 
the book, by not exploring the extensive 
disputes on hadith classification,  encourages 
a more interpretative approach to deriving 
law, rather than a slavish following of text . 
During the formative period of Islamic law, 
the categorization of legal scholars and hadith 
scholars displayed the difference between the 
two and rallies against a prescriptive approach 
of simply following hadith. Hadith scholars 
concentrated on the veracity of hadith; 
legal scholars had much broader concerns. 
Formulating a legal opinion was not a literalist 
endeavour. 

In the discussion on Maxim 7 (In contracts, 
greater weight is given to intention and 
meaning than words and forms) the authors 
point out that Shafii’s believed that greater 
weight should be given to words and forms.  
However, little time is spent dwelling on this 
point and there is preference for the more 
substantive approach of the other schools. 
Consequently, one can identify the author’s 
position against the formalist approach to 
Islamic law especially in Islamic finance, and 
encourage more focus on the substance and 
effects of the transaction.  It is noteworthy 
that the book references a number of different 
scholars and opinions. The book itself is 249 
pages with each discussion on a maxim taking 
up three to eight pages. To condense the 

amount of information available in a short 
amount of space is quite impressive

3. Applications of the Maxim in 
Fiqh

The next section looks at how this maxim 
relates to fiqh by listing a number of practical 
examples. These examples can be related 
to both commercial and non-commercial 
practices. For instance Maxim 10 – No legal 
consideration is given to conjecture that is 
obviously tainted by error – there is a brief 
discussion on impurities on clothes during 
prayer.  The applicability of legal maxims can 
be quite broad and operate in a number of 
different fields from law relating to worship to 
criminal law. Hence, the book has applicability 
to fields beyond Islamic finance. 

4. Applications of the Maxim in 
Islamic Finance 

The final section lists examples of the 
application of the maxims in the Islamic 
financial industry.  Examples include 
bank practices, AAOIFI standards, central 
bank opinions and those of multi-lateral 
organizations. There are, however, more 
references to the practice of Malaysia which is 
not surprising given that ISRA originates from 
Malaysia. It would have been worthwhile if 
there were examples of differences of opinions 
in the use of the maxim between Malaysian 
countries and the GCC. The only difference of 
opinions explored is between the canonical 
schools of thought. For instance, in Maxim 
6 – Matters are determined by intentions – 
there is a brief discussion on the difference of 
opinion on inah between the schools. Dispute 
between the contemporary scholars in GCC 
and Malaysia on inah is not mentioned. It 
would have been informative for the reader 
to see how these maxims, in the application 
to contemporary Islamic finance, can lead to 
contrasting results. 

These four sections make up the infrastructure 
for the discussion on each maxim. For a few 
maxims, there are additional sections.  There is 
a system in the layout of the maxims, however 
due to the general nature of the maxims, this 
system can be impaired at times. In general, 
Islamic law has five main maxims from which 
there are sub maxims. The book places these 
maxims in different places and discusses some 
of their corollaries. 

1. Actions are judged by intentions 
(Maxim 6) 

2. Certainty is not superseded by doubt 
(Maxim 9)

3. Hardship begets facility (Maxim 15)

necessity. 
20. Harm is to be eliminated
21. Averting harm takes precedence over 

achieving benefit. 
22. When the impediment is removed, the 

original Shari’a rule is restored to full 
effect. 

23. Violations may be tolerated in the 
means of performance but not 
tolerated in the objectives. 

24. Custom is an arbiter. 
25. A matter recognised by custom is like a 

[contractual] stipulation. 
26. Consideration is given to the 

predominant and widespread, not to 
the rare. 

27. Evolution of Shari’a rulings [based on 
custom and Ijtihad] due to changing 
times is not to be denied. 

28. Benefit goes with liability. 
29. Liability accompanies gain. 
30. Legal permission negates liability. 
31. Ijtihad is not set aside by another Ijtihad. 
32. Acts of those with authority over 

people must take into account the 
interest of the people. 

33. It is impermissible to dispose 
of another’s property without 
authorisation. 

34. Subsequent ratification is similar to prior 
approval. 

35. If permissibility and prohibition 
coincide, prohibition prevails. 

36. What is prohibited to take is also 
prohibited to give. 

37. What is auxiliary [to something in fact] is 
auxiliary [to it in ruling].

38. When a thing becomes null and void, 
what is included in it becomes null and 
void too. 

39. What has already been engaged cannot 
be engaged by another. 

40. Conditional promises are binding. 
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4. Harm is to be eliminated ( Maxim 20) 

5. Custom is an arbiter (Maxim 24)

However, these corollaries can be found away 
from prevailing maxim. For instance, one 
corollary of Maxim 9 is  “Unlikely possibilities are 
given no consideration” . It is not immediately 
discussed but finds similarity in Maxim 26 – 
Consideration is given to the predominant and 
widespread, not the rare. The authors class this 
as a subsidiary of Maxim 24, but admit that 
its scope is wide. Thus while there are leading 
maxims, there are likely to be overlaps between 
principles. 

Read the book? 

Overall, the book is a welcome addition 
to not only Islamic finance but also to our 
understanding of Islamic law. Indeed, much 
can be gathered by seeing the application of 
the maxim to real life, contemporary situations. 
Focus on classical Islamic law can far too often 
be unrelated to the experience of modern 
man. This can make Islamic law abstract and 
a fascination for historical junkies.  We see 
in Western university curriculum, Islamic 
law subsumed under the banner of Islamic 
studies, a much more amorphous umbrella. 
The richness of Islamic law lies not so much 
in positive law but rather in its derivation, and 
the legal maxims offer a remarkable insight 
into the deductive faculties of classical Islamic 
scholars. The application of the maxims to 
Islamic finance shows its perennialism and 
also its universality because they are being 
used in contemporary contexts far different 
to the time of the Prophet and thereafter. For 
the legal reader – Islamic or Western - this 
book is informative and succinct. It does not 
dwell on any one maxim for too long, and 
there is enough information within to reveal 
the complexity involved in deriving law. For 
non-legal readers this book may be too prosaic 
and specialist, but the succinctness does offer 
a peek into the challenges facing an Islamic 
scholar in deriving law.

 In the preface, Dr. Laldin hopes that the book 
provides an insight to unbiased readers about 
the Shari’a’s overriding concern for promoting 
human wellbeing.  While there are maxims 
which relate to human wellbeing, any critique 
of Islamic law relates to positive law and not 
to how law is derived. The unbiased reader is 
unlikely to make that connection. Nevertheless, 
s/he should be impressed by erudition of 
the jurists deriving the law. This book clearly 
reflects the richness of Islamic legal thinking 
and how it is not an anachronistic vestige of 
yesteryear but has contemporary applicability 
for Islamic finance and beyond. 
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