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The third issue of the year features another leading personality in Islamic banking and finance (IBF) 
from Africa on the cover page. Alhaji Dr. Umaru Mutallab, chairman of Jaiz Bank Nigeria shares with 
our readers his vision of Islamic banking, with a special reference to Jaiz Bank. There are three other 
interviews – Trevor Norman of Volaw Group, Fiza Farhan, a member of the UN High Level Penal 
on Women Economic Empowerment, and Mohamed Izam Mohamed Yusof, CEO of Investment 
Account Platform. The latter features as Personality of the Issue. 

Africa is a rising star in IBF. This continent offers a new wave of exciting growth prospects with a 
resurgence of traditional investors, including increasing numbers from the Middle East and broader 
OIC markets, who are now refocusing their attention on opportunities across the African continent. 
Nigeria, Kenya, South Africa and the countries in North Africa are witnessing fast developments 
in this space. Institutions such as Jaiz Bank has an important role in regionalisation of IBF in the 
African context. Similarly, Bank of Khartoum, which featured in our cover story in the recent April 
2016 issue, is another prominent player in IBF in Africa.

My Pause for Thought is influenced by the book review included in this issue. After the launched 
of the much talked about practical book in Islamic finance, Shariah Minds in Islamic Finance, we 
decided to include a detailed review of the book for the benefits of our readers. Written by Dr 
Mohd Daud Bakar who is a renowned Shari’a scholar, the book provides a detailed analysis of 
how Shari’a scholars make decisions as part of their Shari’a advisory roles. It also dwells upon the 
tension between Shari’a scholars and Islamic economists. Pause for Thought further elaborates 
this important issue in IBF. 

As Knowledge Partner of the 5th edition of Global Islamic Finance Forum (GIFF), Edbiz Consulting 
played an instrumental role in the success of the event. An ISFIRE Report on GIFF is also included 
in the issue to give a historical account of this iconic event in the IBF calendar. A brief summary is 
presented on the launch of the 7th edition of Global Islamic Finance Report, which was launched by 
the new governor of Bank Negara Malaysia at GIFF. 

This issue also includes a pictorial on Global Good Governance Awards (3G Awards) ceremony that 
was held on May 27, 2016, at Istanbul, Turkey. The 3G Awards is a premier awards programme 
that highlight excellence in good governance and commitment to social welfare in 3 major streams: 
Government & Politics, Corporate Sector and Social Sector & Philanthropy. The 3G Awards 
celebrate individuals, governments, public and private institutions and NGOs that demonstrate 
making governance and social responsibility a strategic priority of their organisations The Awards 
also underscore the role that good governance and social responsibility plays in shaping a nation’s 
and organisation’s long term sustainability and value.

I personally would like to invite all our readers to consider attending our Second Islamic Finance 
Leadership Programme to be held on August 20-25, 2016, at Clare College, a member of the 
University of Cambridge syndicate. The leadership programme aims to prepare the next generation 
of leaders through unique mentoring opportunities and rigorous leadership training from renowned 
leaders. Participants will also be using industry-specific case studies in Islamic finance and have the 
opportunity to interview leading CEOs to gain unique insights into their leadership thinking and 
decision making

Enjoy reading!

Note from the 
EDITOR-IN-CHIEF

Professor Humayon Dar, PhD (Cantab) 

Editor-in-Chief

EDITORIAL



CHAIRMAN, JAIZ BANK NIGERIA 
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ISFIRE has global distribution and our readers 
come from all over the world; please tell us 
about Jaiz Bank and its leadership role in 

Islamic banking sector in Nigeria.  

Alhaji (Dr.) Umaru Abdul Mutallab: Jaiz Bank Plc is Nigeria’s 
first Islamic bank. It commenced operations in 2012 with only 
three branches in Abuja, Kaduna and Kano after receiving 
license from the Central Bank of Nigeria on November 11, 2011 
to operate as a non-interest bank. Today, the bank has about 19 
branches spread across the six geopolitical zones of the country 
with plans to add at least 10 more branches before the end of 
2016. 

Jaiz Bank is the pioneering Islamic bank in 
Nigeria, and is deemed as a premier Islamic 
bank in the country. How would you compare 

Jaiz Bank with other banks (like Dubai Islamic 
Bank, Bank Islam Malaysia, Al Rayan Bank 
UK, and Meezan Bank in Pakistan) that played 
instrumental roles in developing Islamic banking 
in their respective jurisdictions?

Alhaji (Dr.) Umaru Abdul Mutallab: Comparatively, Jaiz Bank 
is relatively new but assiduously working in line with its long 
term vision “to be the dominant non-interest financial services 
provider in Sub-Saharan Africa” as well as the mission “to provide 
innovative, value-added, non-interest financial services to our 
clientele employing the best people, supported by technology”. 
Our achievements thus far have been very commendable. Jaiz 
Bank’s brand name today is synonymous with Islamic banking. 
Hence, like any other Islamic banks, Jaiz Bank operates under 
the same Shari’a principles of fairness, equity, transparency and 
high ethical standards. 

Jaiz Bank has recently increased its capital 
base. Could you please share with us 
information on capital structure of the bank 

and its existing shareholders? What should 
prospective investors know about Jaiz Bank?

Alhaji (Dr.) Umaru Abdul Mutallab: In January 2016, the 
bank concluded its rights issue of about N2.9 billion, which was 
oversubscribed. The essence was to shore-up the bank’s capital 
base to enable it to position itself as a niche player in the Nigerian 
banking landscape. This when fully approved by the relevant 
authorities, will bring the bank’s capital base to well over N15 
billion, which is N5 billion above the statutory requirement for 
a specialized bank. 

The bank’s slogan, ‘For A Better Life’, sets our overall objective to 
add value to the generality of humanity by touching their lives in 
a positive way. The fact that the rights issue was oversubscribed 
by our shareholders also indicates a firm belief and confidence 

in the bank. Jaiz Bank took only three years to break even, a feat 
not achieved by any non-interest bank previously in any part of 
the world. To me, this is an indication of the potentials of Islamic 
banking and finance in Nigeria, Africa’s most populous country. 

How is Nigeria different from other 
countries in Africa? Do you think that 
Nigeria can become an agent of change in 

the regional Islamic financial services industry?

Alhaji (Dr.) Umaru Abdul Mutallab: What makes Nigeria 
unique is its size in terms of land mass and population. And 
it is this uniqueness that makes Nigeria different from other 
African countries. We are in the midst of exploring strategic 
collaborations with some countries in West Africa and looking 
at expansion opportunities in line with our long term business 
objectives. However, it is important that we first consolidate our 
strength at home. And that is what we are currently doing by 
opening up branches in every region of the country. To answer 
your question, yes…. I think Nigeria can be an agent of change in 
the region in terms of defining the platform and championing the 
agenda for the expansion of Islamic finance.  

The world is fast becoming orientated 
towards the use of social media. What role 
can social media play in creating awareness 

around Islamic economics, banking and finance?

Alhaji (Dr.) Umaru Abdul Mutallab: Jaiz Bank is very aware 
of this important marketing and communication medium and 
is heavily involved in exploring and using social media platform 
to position and market its products and services. As we speak, 
we are strategizing on how to aggressively enhance the bank’s 
presence in social media outlets.

Nigeria is a major player in mobile banking 
and the use of social media in reaching 
out to masses even in the remotest areas 

in the countryside. Does Jaiz Bank have plans to 
play a role in increasing financial inclusion with 
the help of mobile banking and the use of other 
technological means?

Alhaji (Dr.) Umaru Abdul Mutallab: Thank you for this question. 
As the world becomes increasingly globalized, the financial 
services sector cannot be left out in this new innovative way of 
reaching out to people to provide financial services no matter 
where they are. At Jaiz Bank, our e-channels are very robust and 
among the best in the industry. Our internet banking, mobile 
banking and sms are very reliable and efficient.



On a lighter note, where do you feel most 
comfortable and what makes you happy?

Alhaji (Dr.) Umaru Abdul Mutallab: At home with my family.

Would you disagree to the view held by 
many Muslims that Islamic banking 
and finance has failed to achieve 

its objectives in terms of poverty alleviation 
and contribution to economic development? 
What can be done to make Islamic banking and 
finance more sensitive to the needs of Muslim 
communities around the world, and especially in 
Nigeria?

Alhaji (Dr.) Umaru Abdul Mutallab: At Jaiz Bank, we believe 
that Islamic banking is for all irrespective of race, colour or 
religion. The overall objective as I mentioned earlier, is to 
deliver value by contributing positively to the socio-economic 
and political development of the people. So I don’t agree with 
that view. I think the industry is in its infancy with enormous 

potential to impact humanity positively. 

Jaiz Bank’s brand is 
synonymous with Islamic 
Banking in Nigeria. Hence 
like any other Islamic Bank, 
we operate under the Shari’a 
principles of fairness, equity, 
transparency and are guided 
by high ethical standards. 
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What are your thoughts on the current 
developments in Islamic banking and 
finance, both in Nigeria and globally? 

What challenges Islamic banking and finance 
faces in Nigeria and what could be done to 
address these challenges?

Alhaji (Dr.) Umaru Abdul Mutallab: Islamic Banking is making 
waves in every part of the world. Many people and government 
are beginning to accept and adopt the concept of Islamic banking. 
In Nigeria, knowledge about Islamic banking is still relatively low. 
There is also currently no liquidity management instruments 
where Islamic funds can invest in. I am aware that the regulators 
are currently working on developing such instruments for that 
purpose. The earlier this is done, the better it is for the future 
growth of the industry.

What are the future plans of Jaiz Bank? 
Where do you see the bank in the next 
5 years?

Alhaji (Dr.) Umaru Abdul Mutallab: Our plans are to continue 
to grow in size, assets and profitability by servicing the needs 
of the Nigerian communities and beyond. In the next five 
years, Insha Allah, Jaiz Bank will be operating in every nooks 
and crannies of this country as well as other sub-Saharan 
African countries. In the sub-Saharan West African region, for 
example, there is an acute shortage of banking services. Small 
and medium scale enterprises do not have adequate access 
to financial services. This is an area that Jaiz Bank would like 
to champion in, providing funding for these small and medium 
scale enterprises. At present, we have no multibillion project as 
yet, but we are confident this will be achieved very soon. Our 
goal is to ensure financial inclusion for every body and be able 
to finance and support communities in every possible way by 
improving their living standards. In summary, I see Jaiz Bank 
becoming the dominant non-interest Islamic financial service 
provider in the sub-Saharan Africa region. That is our vision.

Please share with the readers a typical day of 
Alhaj Dr Umaru Mutallab. How it starts and 
what are must on the to-do list on a daily 

basis?

Alhaji (Dr.) Umaru Abdul Mutallab: Well, my typical day starts 
with early morning prayers, followed by exercise and breakfast 
with family and then of course work.

Nigeria is an ethnically diverse country with 
significant non-Muslim population. In the 
international media, the stories about 

Muslims are not entirely encouraging. Should 

that be a cause of concern for those who would 
like to invest in the country?

Alhaji (Dr.) Umaru Abdul Mutallab: As you rightly mentioned, 
Nigeria is a highly diverse country with over 300 ethnic groups. 
However, one thing that has kept us a strong and unified nation 
despite all the challenges, is the deep rooted belief that our unity 
can only be ensured by respecting our cultural differences and 
the strong desire for peaceful coexistences amongst us. Every 
religion as far as I know, preaches peace, which is what we are 
advocating globally.

The role of the banking regulator is very 
important in the development and 
promotion of Islamic banking. In your 

experience what has been the role of the Central 
Bank of Nigeria in providing a level-playing field 
to Islamic banking?

Alhaji (Dr.) Umaru Abdul Mutallab: Honestly, the Central 
Bank of Nigeria has done a lot by introducing Islamic banking 
in the country. This, in my opinion, is a milestone achievement 
for the country. However, the field is far from being level for all 
the players as most of the liquidity management instruments, 
intervention funds etc. are still interest-based. Having said this, 
I must point out that all relevant bodies including Securities 
and Exchange Commission, Debt Management Office, Nigeria 
Deposit Insurance Corporation as well as the Central Bank and 
key stakeholders are working round the clock to ensure that this 
issue is addressed in the not so distance future.

Alhaj Dr Umaru Mutallab, please tell us 
about your family background and how 
you got interested and involved in Islamic 

banking and finance.

Alhaji (Dr.) Umaru Abdul Mutallab: I was born in December 
1939 in Katsina town and attended Barewa College, Zaria before 

Our unity can only be 
ensured by respecting our 
cultural differences and the 
strong desire for peaceful 
coexistences amongst us.



continuing my education at Achimota College in Accra, Ghana. 
Later on, attended the South West London College in London.  
I am a Chartered Accountant, Fellow of both the Association 
of Chartered Certified Accountant (ACCA) of United Kingdom 
and the Institute of International Bankers Association (FIBA) of 
the United States of America. I had served as a Federal Minister 
of Economic Development (Federal Republic of Nigeria) in 
1975 and Minister of Cooperatives and Supplies in 1976 and 
continued as a member of Nigeria’s Federal Executive Council 
up till 1978. 

I voluntarily resigned to serve as the Executive Vice Chairman 
and later Managing Director/CEO of the United Bank for 
Africa between 1978 and 1988 and subsequently, became 
the Chairman of Nigeria’s oldest and largest bank, First Bank 
of Nigeria, the post I held between 1999 and 2009. I serve as 
Chairman on the Board of so many companies including the first 
full-fledged Islamic bank in Nigeria, Jaiz Bank Plc. I am a holder 
of one of the highest national honour in Nigeria - Commander of 
the Order of the Niger (CON).

What would be your message to the 
global Islamic financial services 
community and particularly the 

youths?

Alhaji (Dr.) Umaru Abdul Mutallab: To the youths I would 
say -  honesty, dedication, hard work, perseverance, self-belief 
and above all, belief in God Almighty are the key ingredients to 
success and greatness. To the global financial service, I think this 
is straight forward. We have something unique to offer. What is 
needed is research, creativity and mass awareness campaign to 
drive home the benefits of Islamic finance. There is also the need 
to diversify our delivery channels to ensure financial inclusion 
for all.
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Director, Volaw Group

TREVOR NORMAN

Mr Trevor Norman is Director of Islamic Finance and Funds at Volaw Group in 
Jersey. Trevor is an acknowledged industry specialist in Islamic finance; where, 
since 1995, he has worked on a wide variety of Shari’a-compliant transactions 
including several real estate funds, various Shari’a equity funds, asset backed 
securitisation structures and Sukuk. Trevor’s specialist knowledge has led to him 
being invited to write several definitive articles on Islamic finance. He is also 
a regular speaker at International Conferences, particularly those dealing with 
Islamic Finance.

Please tell us about Volaw’s Islamic 
credentials and the services and products 
it offers to its clients in the Islamic financial 

services industry. How has your Islamic business 
evolved in the last 10 years?

Trevor Norman: Volaw is a privately owned Trust Company 
headquartered in Jersey, Channel Islands, employing just over 
100 people. We offer a wide range of fiduciary services to both 
private clients and institutions from most countries in the world, 
but a core area of our business is to offer our services to clients 
from the Middle East and other Islamic countries such that we 
have developed something of a specialism in Islamic finance and 
related products.

We have had a client relationship with the Dar Al Maal Al Islami 
Group for over 30 years and in 1995 their Swiss subsidiary, 
Faisal Finance Switzerland SA (now Faisal Private Bureau), 
approached us to assist with the establishment of a real estate 
fund. This first fund led to several other Shari’a-compliant 
real estate funds, various equity funds and other structures 
including Sukuk issuance vehicles.

Over the past ten years we have continued to establish 
and administer an increasing number of structures to own 
commercial real estate, primarily in the UK, for institutions or 
small groups of investors in a Shari’a-compliant manner. The 
other main area of growth is in the establishment of private 

wealth structures for GCC residents to own their non-GCC 
assets with the objective of assisting in matters such as 
succession planning, dispute avoidance, probate delays and 
costs and minimizing taxation on the income or capital.

Our client base is truly 
international, but we are 
particularly well known for 
our work in the structuring 
and administration of Shari’a-
compliant funds and special 
purpose vehicles on behalf of 
Islamic financial institutions 
from the GCC.
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Please tell us about Jersey offshore financial 
centre, and how this is relevant to Islamic 
banking and finance?  

Trevor Norman: TheCityUK, an institution that represents the 
UK-based financial and related professional services industry 
has made the bold statement that the UK is the leading Western 
centre for Islamic finance. The strong links between the financial 
services sector in Jersey and those in the City of London, as 
well as elsewhere in the UK, are well documented and Islamic 
finance has been an important part of these links. Whilst client 
confidentiality and other factors make it difficult to obtain exact 
figures, all the indications are that activity in this area continues 
to grow. Jersey is not part of the UK, which allows us to pass our 
own laws (subject to approval by the Queen of England) and to 
set our own rates of taxation. Jersey has established itself as a 
tax neutral jurisdiction, which can be an important factor for our 
clients from the Middle East and elsewhere, who are not subject 
to taxes on income or capital in their home jurisdiction.

Please share with us who are your clients? 
And how have you assisted them? 

Trevor Norman: Volaw’s core business is in the establishment 
and administration of trusts, foundations and companies 
for private wealth structuring purposes, in particular the 
preservation and enhancement of family wealth. Over the past 
15 years or so, our business has evolved into providing services 
to corporate and institutional clients, where we establish 
investment structures either for their own corporate needs or 
their investors and customers.

We are not authorized to give either investment or tax advice 
so we work closely with other professionals to implement their 
advice and then manage the entities within the structure to 
ensure that the original objectives are attained and then monitor 
the structure for any changes that may affect that objective. 
Another way of looking at it is that we are the glue in the middle 
that makes a structure work.

Our client base is truly international, but we are particularly well 
known for our work in the structuring and administration of 
Shari’a-compliant funds and special purpose vehicles on behalf 
of Islamic financial institutions from the GCC.

How is Volaw different from its competitors 
when it comes to offering services to 
Islamic banks and financial institutions?

Trevor Norman: As already noted we have over 100 staff in our 
Jersey office and whilst I am often seen as the face of Islamic 
finance at Volaw, several of my colleagues are equally involved 
with our clients from the region on a day-to-day basis. Having 
been involved in Islamic finance for over 20 years, I regularly run 
in-house training courses for our staff, the most recent was on 
Musyaraka, Mudaraba and Limited Partnerships, which ensures 
that they are familiar with the overall concepts of Islamic finance 
and are able to discuss such matters with our clients themselves, 
rather than waiting for me to be available. This is a core market 
for Volaw and we strive to promote ourselves as a company that 
understands the needs of individuals, families and institutions 
from across the region.

Similarly, it is not just me who travels to the GCC, indeed from 
a personal perspective I am delighted that four of my colleagues 
now travel to the region on a regular basis, as I am beginning 
to tire of living out of a suitcase on such trips; although it is 
amazing how quickly I forget the difficulties of business travel 
(e.g. immigration queues at airports) and start looking forward 
to the next trip.

I am not a Muslim, but I 
believe in the basic principles 
and concepts of Ethical 
Investment and have a great 
deal of respect for the values 
enshrined in Islamic finance.

I believe that the inclusion of non-Muslims as potential investors 
in Shari’a -compliant  structures should be encouraged; it should 
assist in bringing fresh capital to the sector.
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On a personal note, how committed are you 
to Islamic banking and finance?

Trevor Norman: I am not a Muslim, but I believe in the basic 
principles and concepts of Ethical Investment and have a great 
deal of respect for the values enshrined in Islamic finance. 
In particular, the principle of sharing of risk and reward on a 
partnership or equitable basis, according to the effort and capital 
contributed by parties to a particular transaction or activity. 
My ideal transaction structure is a Mudaraba structured as a 
Jersey Limited Partnership as this seems to encompass those 
fundamental principles.

In the wake of the on-going period of depressed 
oil prices, a number of businesses have been 
adversely affected. Does this have an impact 

on your business with Middle Eastern clients?

Trevor Norman: The depressed oil prices have had a very 
obvious affect in reducing the liquidity available to sovereign 
wealth funds, but this not a market that we are directly involved 
in. However, this has led to pressure on some of the regional 
banks, which in turn has made fund raising for some of the 
projects and structures on which we have been working take 
longer than normal.

Conversely, this period of uncertainty has made many of our 
clients focus more closely on their existing portfolios and some 
have restructured, which in turn has led to more work on our 
part.

Conversely, this period of 
uncertainty has made many of 
our clients focus more closely 
on their existing portfolios 
and some have restructured, 
which in turn has led to more 
work on our part.
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Volaw has been involved in Islamic banking 
and financial transactions for some years 
now. Do you think Islamic banking and 

finance has anything significant to offer to non-
Muslims?

Trevor Norman: Yes, definitely. As mentioned earlier, Islamic 
finance is generally regarded as a rather specific form of Ethical 
Investment, or Socially Responsible Investment. The difficulty 
is that many non-Muslims know very little about the core 
principles of Islamic finance and those who know anything often 
only know about the prohibitions of riba, alcohol and pork, they 
are not aware of the other core principles that they may wish to 
follow such as good corporate conduct.

Over the years, I have worked on several structures where 
non-Muslims have co-invested in a structure as they were 
attracted by the underlying rates of return and the quality of 
the underlying assets, indeed in one Sukuk structure we worked 
on, the whole of the Issue was purchased by a conventional UK 
bank.

I believe that the inclusion of non-Muslims as potential investors 
in Shari’a-compliant structures should be encouraged; it should 
assist in bringing fresh capital to the sector, whilst enhancing 
understanding of the underlying objectives of Islamic finance. 
Education is the key issue here, but I suspect this will take many 
years to bring about.

What are the short, medium and long-
term plans of Volaw?

Trevor Norman: Volaw has expanded greatly in recent years, 
particularly with the acquisition and integration of two other 
trust companies. In the short term we are in a period of 
consolidation and integration, whilst looking at the international 
markets with a view to establishing an office elsewhere (probably 
within the GCC) as a short to medium term objective.

Our long term objective is to continue to remain as a privately 
owned and client focused institution. We believe that as a 
private company we can be more responsive to our clients, 
whilst being large enough to meet the challenges of compliance 
and regulation that arise from the international scrutiny of 
offshore financial centres such as Jersey.

Again, on a personal note, what is a typical 
day of Trevor Norman?

Trevor Norman: There is no such thing as a typical day, each 
is very different, that is why I enjoy my job and one of the 
reasons I have been with Volaw for almost 30 years. However, 
assuming I am in Jersey and not traveling on business, which is 
an important part of my role at Volaw, my day normally starts 
at around 7.00am catching up on my emails over breakfast, 
particularly from clients in the Middle East who are several time 
zones ahead. I then cycle to work, unless it is raining, as I confess 
to be something of a fair weather cycle commuter.

Those emails, together with any client meeting or calls will 
normally form the backbone of my day’s work. A key part of 
Volaw’s function in administering client entities is to ensure that 
management and control can be seen to take place in Jersey. 
At 12.30 every day we have a specific time set aside to hold ad 
hoc meetings of the Board of Directors or Trustees to consider 
and approve any matters that require formal approval. Often 
such meetings will involve conferencing in clients or their other 
advisers, so this timing can be flexible, but it is a useful discipline 
to have a specific daily period for this important work. Volaw 
prides itself on taking an active role in the administration of the 
entities for which we are responsible, so the rest of the day will 
be spent speaking to or emailing clients and their advisers or 
considering the effects that any external changes may have on 
these entities.

Cycling home, even though it is mostly uphill, is something I 
enjoy. It gives me time to clear my head, or sometimes to think 
through a problem without other distractions, although the 
narrow roads on Jersey mean I do need to be mindful of car 
drivers also lost in thought after their day at work.

Any message you would like to convey to our 
readership?

Trevor Norman: As mentioned above, I believe that education 
of the wider population as to the principles of Islamic finance 
is very important, indeed it is said that many Muslims do not 
fully understand these principles, so that education needs to 
be available to everyone. Islamic finance and Shari’a-compliant 
products should not be seen as being exclusively for Muslims; I 
know they aren’t meant to be, and I suspect most of the readers 
of ISFIRE will know that too, but how do we the practitioners get 
that message out to a wider market?

I believe that education of the wider population as to the 
principles of Islamic finance is very important.



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

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

2nd ISLAMIC RETAIL BANKING AWARDS

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

NOMINATIONS FOR THE 
2016 AWARDS WILL
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To participate, please visit: 
http://register.wief.org/wief12/

Jakarta will host the 12th World Islamic Economic Forum (WIEF) for the second time, 
following the successes of WIEF forums that have travelled the globe, including Kuala 
Lumpur, Islamabad, Kuwait, Astana, Johor Bahru, London and Dubai. 

Organised by the WIEF Foundation and hosted by the Ministry of Finance, in 
collaboration with the State Secretariat and Ministry of Foreign Affairs, of the 
Government of the Republic of Indonesia, the 12th WIEF will be held at the Jakarta 
Convention Centre from 2 to 4 August. It is expected to attract 2,500 delegates and 60 
role players from over 100 countries.

The Forum aims to further explore the crucial role of micro, small and medium enterprises 
(MSMEs) in driving economic growth in economies around the world, in line with its theme 
of “Decentralising Growth, Empowering Future Business”. Decentralisation of growth 
empowers MSMEs by facilitating a larger participation in mainstream economy that ensures 
inclusive economic development, spurs innovation and improves efficiency, giving enterprises the 
advantage to navigate through the ever-evolving business landscape.

The idea of empowering future business that runs through the core of the 12th WIEF is something that 
resonates strongly in Indonesia. It is a mantra for growth which aligns directly with the Government’s own commitment 
to developing a thriving modern economy, summarised in its Nawa Cita Nine Priority Agenda of President Joko Widodo.

The Forum’s emphasis on Islamic finance is set to fully unlock Indonesia’s potential of becoming a global leader in the field in 
the coming years. Indonesia’s ‘I Love Sharia Finance Programme’ will serve as a catalyst to expand Islamic finance’s share of 
the national finance markets to 15 per cent by 2023.

The creative industries, Islamic travel and Halal food markets are other areas that are set to benefit from the fast-growing 
Islamic economy which is not limited to the Muslim world, but can be better grasped in partnership with the wider 
international community. 

Key issues that will be discussed at the 12th WIEF include sukuk for infrastructure financing, integration of Halal sectors and 
Islamic finance, expansion of the global Halal food industry, development of the global modest fashion industry, improving 
funding access for MSMEs, integrating MSMEs into the digitised trade, building more equity crowdfunding platforms, spurring 
innovation by linking startups to corporations, and inculcating the culture of design-thinking for business. 

The Forum will continue to build bridges through business by providing various networking platforms to delegates who wish 
to expand their business outreach. These platforms include Complementary Programmes, Exhibition, IdeaPad, Business 
Exchange, 12th WIEF Linked Up and Business Networking Breakfast.

Meanwhile, the Marketplace of Creative Arts (MOCAfest) will be held from 3-4 August 2016 in conjunction with the Forum. It 
focuses on the creative artistic expressions from Indonesia’s diverse cultural communities, highlighting the concept of ‘Unity in 
Diversity’ as encapsulated in Indonesia’s official motto of “Bhinneka Tunggal Ika.

Forum sets stage for dialogue to empower businesses 
to be more resilient in a challenging economic climate
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It is a sad fact that without having full and well cognizance of 
the real nature of maqasid al-Sharia’ or the objectives of Shari’a, 
some folks have flared up a new wave of criticism on Islamic 
banking. The term maqasid al-Shari’a is being used in different 
academic circles across the globe and an awful lot of researches 
are being carried out to grab the picture of the performance 
of Islamic banking under the microscope of maqasid al-Shari’a. 
The irony is that maqasid al-Shari’a have not yet been well 
defined themselves in terms of their being a measuring stick to 
take a stock of the performance of Islamic banks and rate them 
accordingly. Since maqasid al-Shari’a are quite qualitative ones 
in nature, some researchers slog to convert them to dimensions 
and values to develop a rating mechanism or index. Some 
have stepped up further and have tried to assign weightages 
to different parameters in formulating a maqasid al-Shari’a 
measuring tool. And when they get disappointing numbers or 
ratings based on the index or rating mechanism developed by 
them, they come up a with a concluding remark that “we are sad 
that Islamic banks are not fulfilling the maqasid al-Shari’a.”  

Objectives of Sharia’ are the wisdoms or hikma underlying 
actions that are attained when we comply with the best 
practices of Shari’a law. Maqasid al-Shari’a itself is not anything 
separate from the actions prescribed by Shari’a which needs to 
be focused on. Shari’a has laid down some specific rules with 
the promise that when people comply with those rules and 
principles, their property, intellect, generation and society will 
be protected. Islam is about cardinal maxims; it never gives 

abstract notion without having drawn up the complete lines of 
action. When we abide by the principles of Shari’a and follow 
the guidelines prescribed by it in our individual and collective 
life; the objectives of Shari’a are automatically met. As a matter 
of fact, maqasid al-Shari’a are not some specific sets of rules or 
dogmas rather they were broadly defined by the scholars as the 
objectives which should be achieved in order to bring peace in 
individual and social life. For example, if people pray five times a 
day in congregation, pay zakat and sadaqa as per the directives 
of Shari’a, take care of their fellows, do not harm others, do not 
back bite them, do not involve in Riba based transactions, do 
not take the wealth of other peoples unjustly, do not commit 
adultery, do not drink liquor, eat halal and so on, would not 
be the society a peaceful one, leaving rights of everybody 
protected? Are these instructions of Shari’a insufficient to meet 
the objectives of Shari’a?

However, the beauty of Shari’a is that even you are on lowest 
acceptable level of some action meeting only the required 
degree of action, wajib, leaving the best practices, mustahab, 
the society still becomes peaceful and the things remain in order. 

We know that every individual and institution has a limited role 
and scope and is accountable to the extent of its capacity only; 
Islamic banking is excruciatingly under pressure for not fulfilling 
the maqasid al-Shari’a. Islamic banks are working in the hobbled 
societies where other stakeholders, policy makers, regulators, 
customers, are less careful about Shari’a-compliant banking 

ISLAMIC BANKING 
and the Microscope of 
Maqasid al-Shari’a

BRIEF NOTE

Mufti Syed Abu Bakar
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and their crimping Islamic banking operations to reach the level 
of best practices or mustahab. Once all the stakeholders are 
committed to do Islamic banking, we will witness a significant 
change in Islamic banking.

The thing is that Islamic banks should be measured in terms 
of their compliance with the prescribed Shari’a guidelines. An 
Islamic bank is a business enterprise with the aim of earning 
profits in a halal way. As a business entity and commercial financial 
institution, it is bound to comply with all the Shari’a commercial 
and financial laws. Like an individual, who has different capacities 
as father, brother, colleague, trader/employee, is liable to obey 
the Shari’a rulings in all its capacities, Islamic bank or any other 
commercial entity is also liable to obey the rules of Shari’a 
that have been laid down for that specific capacity. All Islamic 
banks are, therefore, responsible to meet the Shari’a guidelines 
in all their transactions. If an Islamic bank does not flout any 
Shari’a financial law and is in full compliance of Shari’a rulings, 
it is contributing towards the shared responsibility of achieving 
objectives of Shari’a.

An ideal Islamic society with fulfillment of the objectives of 
Shari’a can only be developed when all the organs of that society 
including individuals, government, judicial system and financial 
system etc. are in compliance with the rules of Shari’a. If we put 
all the responsibilities on only one organ of the society without 
giving much or similar attention towards other segments of the 
society that are responsible too, we will not be progressing in our 

effort to create a happier society. Therefore, the performance 
of Islamic banks should be assessed by taking into consideration 
their compliance with the Shari’a rules. When we judge the 
performance of other elements of the society by considering 
their compliance with Shari’a rules, then why to create so much 
emphasis on vague maqasid al-Shari’a with regard to Islamic 
banking?  Do we judge people by how well behaved, soft spoken, 
pious, transparent in financial matters etc. they are or by 
applying some vague index parameters on them? Why we have 
started measuring the Islamic banks with a yard stick that we 
don’t use in other performance measurement areas?

To sum it all, Islamic banks should be judged by how Shari’a 
compliant they are and whether they are rendering the best 
practices or not. They should not be analyzed by using some 
vague maqasid al-Shari’a indexing items which are structured 
by the researchers and are not bedrock principles of Shari’a. 
And by best practices, I mean the best practices of Shari’a-
compliant products like ijara and murabaha. Best practices do 
not necessarily mean that we give away some amount as charity. 
The practice of judging Islamic banks in terms of them meeting 
the self-developed index items does not only creates confusion 
among the masses regarding the conformity of Islamic banking 
institutions to the Shari’a principles but also develops a sense 
of picturing maqasid al-Shari’a as a separate thing from Shari’a 
compliance of the financial contracts.

ISLAMIC FINANCE REVIEW  |  WWW.ISFIRE.NET
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Response from Dr. Mohammad Omar Farooq 
Associate Professor, Department of Economics and Finance
University of Bahrain

This article highlights some unfair critique of the Islamic finance industry from the perspective of maqasid 
al-Shari’a (I prefer the term maqasid al-Islam). In several respects, author’s arguments are valid, but in some 
respects this article also has some unfairness.

Some criticisms of the industry are patently unfair. No particular institution or sector has the unique and 
sole responsibility for solving or addressing all the economic maladies. It does require a comprehensive, 
holistic approach involving all the stakeholders. However, financial sector and its institutions can play a 
synergistic and catalytic role toward broader goals of a society as part of a cohesive, national plan/agenda. 

However, I think the notion of “microscope” of maqasid is misplaced, because in every economy there are 
macro goals to be achieved and those are tied with the maqasid. Thus, from macro perspective, if we see 
that Islamic finance industry is neutral or negative as far concentration of wealth (inequality) is concerned, 
or that it is actually participating mostly in risk-free or low-risk activities, shying away from key parts of 
the real economy (especially from agriculture and manufacturing), if we see that it is neutral or negative in 
regard to employment generating activities (and I am not talking about employment in and by the sector), 
the individual Shari’a-compliant acts would not add up to meeting broader expectations. 

I agree that the traditional maqasid theory is nebulous and is not amenable to functional application.  
However, merely individual Shari’a-compliant acts do not add up to achieving the broader goals. There 
is nothing automatic about it. There needs to be goal-oriented efforts of all the relevant stakeholders to 
make that happen, and thus the entire burden of solving problems of the society cannot be on the shoulder 
of Islamic finance industry. 

Unfortunately, one reality is often glossed over that significant power and leverage rest with the Islamic 
finance industry, but the industry is not bringing it to bear on shaping that broader commitment of “all the 
stakeholders”. The industry is acting like it has entered into its own safe and comfortable pigeonhole, and 
let the rest of the society take up the mantle. 

I think maqasid al-Shari’a should not be viewed as a “separate” part as argued by the author, rather it 
should be treated as a distinct but related dimension for broader assessment of all our activities. Also, 
beyond the traditional five-component maqasid, the macro-goals in the economic sphere of life should be 
operationalized for relevant measurement and monitoring.  This article, the way articulated, leaves the 
impression that maqasid al-Shari’a really is not that relevant, otherwise we need to find ways to align our 
activities with the macro aspirations. Being merely Shari’a-compliant would basically mean prohibition-
driven, Shari’a arbitrage and delinked from maqasid or macro-goals and the industry may gradually reduce 
itself to a legalistic exercise. I believe we can do better and we must. 
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Comment from Dr. Abu Umar Faruq Ahmad 
Associate Professor of Islamic Law of Transactions/Jurisprudence 
School of Business and Economics
Universiti Brunei Darussalam

I concur to what the author stated in this short article on ‘Islamic Banking and the Microscope of Maqasid 
al-Shari’a’. He has rightly commented: “When we abide by the principles of Shari’a and follow the guidelines 
prescribed by it in our individual and collective life; the objectives of Shari’a are automatically met.” Yes, 
it is true though some may think otherwise. In fact some contemporary scholars prefer Maqasid than the 
principles of Shari`a on which the foundation of Shari`a is built. I met with such a scholar in a conference who 
is in fact a well renowned researcher but is not specialized in Shari`a. He argued in favour of Maqasid and 
then said Maqasid should come first, but not the Shari`a. Besides, if one looks into the history of Maqasid 
al-Shari`a one finds that as a discipline it was not there until the early 4th century. As Prof Hasim Kamali 
mentioned: “The recurrent references to it appeared in the works of lmâm al-Haramayn al-Juwaynî (d. 
478/1085) who was probably the first to classify the maqâsid al-Sharî’a into the three categories of essential, 
complementary and desirable (darûriyyât, hâjiyyât, tahsîniyyât) which has gained general acceptance ever 
since”. Moreover, there is a debate on the scope of Maqasid in terms of what they may include. Some juristic 
Schools such as Zahiriyya view that the Maqâsid are only known when they are identified and declared by 
the clear text. While, according to others the majority of ‘ulamâ’ did not confine the Maqâsid to the clear 
text alone, as they view that the Sharî’a itself is rational, goal-oriented and its rules generally founded on 
identifiable causes. Beyond the debate whether or not Maqasid should be extra ordinarily looked in to 
in the Islamic banking and finance practice I agree with the writer’s comment : “If an Islamic bank does 
not flout any Shari’a financial law and is in full compliance of Shari’a rulings, it is contributing towards the 
shared responsibility of achieving objectives of Shari’a.”

When we abide by the principles of Shari’a and follow the 
guidelines prescribed by it in our individual and collective life; 
the objectives of Shari’a are automatically met.
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FINTECH
A Force to Be Reckoned With 
Akash Anand, Head of the Middle East, Africa and Asia Pacific Regions,  
Managing Director- Regional Affairs, Profile Software
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The widespread applicability of Financial Technology or better 
known as FinTech has revolutionised the financial services 
industry and challenged established mainstream players. 
FinTech has not only disrupted the way people manage and 
use money, but in many markets these fintech companies are 
standing up to traditional institutions to become a force to be 
reckoned with. According to a recent study by Accenture, over 
one-third of mainstream financial services’ revenue is at risk due 
to disruption in the industry from FinTech firms. 

FinTech firms fall under two distinctive categories: 

a) Information technology and software firms that support 
and facilitate financial services institutions as bank technology 
providers, and 

b) Tech-startups and small innovative firms substituting the 
regular financial intermediary, the ease of accessibility to which 
can cause ‘disruptions’ for mainstream banks and banking 
systems. 

CB Insights estimated that global investments in FinTech has 
grown from US$4 billion in 2013 to approximately US$12 billion 
at the end of 2014, pioneered by online hubs like Kickstarter 
and IndieGoGo. Some estimations point to around US$34 
billion globally by 2015. McKinsey reported that the number 
of FinTech start-ups globally has grown more than twofold to 
exceed 2,000 in just over a year. As nearly all aspects of financial 

services can be substituted by FinTech companies – extending 
from deposits and lending to capital raising and investment 
management, from market provisioning payments to insurance 
services; FinTech as disruptors are poised to change the world 
of banking as we know it. 

Alternative online financial platforms such as peer-to-peer 
lending (P2P) and crowdfunding sites have gained considerable 
momentum in the past few years in developed markets to become 
the norm these markets. Its growing popularity is fast moving 
to emerging markets where the need for low cost financing is 
on the rise. Growth in FinTech, which is largely driven by digital 
transformation, is changing the financial services landscape and 
is now a key business enabler. As such, FinTech innovations are 
fundamentally altering consumers’ digital banking experience 
and banks delivery of financial products and services. 

Quoting Chris Skinner, CEO of the Financial Services Club, “The 
reason FinTech is “so hot” is down to the fact that it is moving 
financial operations from the boardroom to the internet. Banks 
have time to adapt but that time is running low. Customers don’t 
want to go to 100 different companies to get their lending, 
investments and payments controlled. They want to come to a 
name and an institution they know and recognise. Banks have to 
act to utilise that brand recognition.” Clearly, the time is now or 
never for formal channels of lending and financial intermediaries 
to realign their business models and strategy in order for them 
to stay competitive and profitable. 
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FIGURE 1: GROWTH IN FINTECH
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COMPETITOR OR FACILITATOR?
Without a doubt FinTech is poised to continue to disrupt 
conventional ways of the finance industry. The Islamic finance 
industry is no exception. FinTech, if embraced, could potential 
transform how the Islamic finance industry is viewed in a positive 
way. It was reported in the Gulf Times magazine that Fintech 
has brought about new business ventures that combine both 
IT-based alternative financing and Shar’ia-compliant financing 
principles. 

FinTech has also become a game change for financial inclusion. 
Asian Development Bank estimates that the number of 
financially excluded adults across the Asia Pacific region has 
declined to about 1 billion as the direct result of innovations 
in financial technology. “Muslims comprise approximately a 
quarter of the global population, and yet Islamic-based financial 
assets are less than one percent of total global financial assets,” a 
finance expert observes. Digital investing could be an additional 
means for Muslim investors around the world to invest in a 
Shari’a-compliant way. 

It is worth noting that crowdfunding firms in the Muslim 
countries the likes of Dubai-based Beehive, Jakarta-based 
Blossom Finance and Singapore-based Club Ethis and Kapital 
Boost are offering Shari’a-compliant services aimed primarily 
at providing low cost alternative financing to small and medium 
enterprises (SMEs). Their business model is simple – connecting 
creditworthy businesses looking for funding with smart  
investors to build mutually beneficial partnerships. Through 
technology via crowdfunding, these firms are able to eliminate 

costs and the complexity of traditional finance. In the United Arab 
Emirates for example, where the SME market is underserved by 
Islamic banks, the potential for Shari’a-compliant tech start-ups 
to act as a lending platform for SMEs remains high. 

There has also been a growing trend for banks to collaborate 
with crowdfunding and FinTech firms so as to enhance their 
service and offer alternative channels of funding to their 
customers. This indeed is expected to increase further while 
expanding to other industries such as takaful and Islamic wealth 
management. The aforementioned examples also show that 
FinTech companies can act as a competitor as well as facilitator 
to Islamic financial intermediaries. 

One good example of a well-known Islamic venture is Beehive, 
as mentioned earlier, being the first P2P lending with an 
independent Shari’a certified platform by the Shariyah Review 
Bureau (SRB). This illustrates the continuing innovation in 
Islamic finance products across new sectors and highlights the 
increasing role of Islamic finance in bringing together different 
parts of the world with surplus funds in search of investment 
opportunities. Islamic crowdfunding platforms the likes of 
Kapital Boost and Club Ethis are also spearheading growth in 
this sector. 

GROWTH OPPORTUNITIES
Digital investing or online investing has taken new prominence 
in many developed and emerging markets as the third wave of 
disruption of social and mobile is unleashed. However, it is still 
considered as a niche market in the few Muslim countries where 
it has been established; whilst in many other Muslim countries it 
is almost non-existent. In Malaysia, for example, after regulation 
on equity crowdfunding was introduced, positive development 
can be seen with the launching of a number of platforms 
operating in a Shari’a-compliant way. Nonetheless, it is still a 
long way before Islamic crowdfunding becomes mainstream. 

As the market is growing, the trends are changing and for the 
businesses to remain competitive they would need to adjust 
their products and services to reach various locations, with 
new technology and a new approach to younger consumers 
while complying with the regulatory regime and offering 
comprehensive reporting. This is a trend that was anticipated 
by the Profile Software team that has early enough developed 
platforms for alternative finance and Islamic finance. Profile 
Software is successfully addressing the ever-evolving market 
requirements not only through its investment in developing 
innovative platforms but also through its people, a team of 
subject matter experts who understands the Islamic and 
conventional alternative finance marketplace. 

The Alternative Finance platform developed competitively 
incorporates both banking and investment management 
functionality while offering unique flexibility to meet the needs 
of startup firms as well as established ones that want to diversify 
in this industry meeting the competition challenges. In addition, 
Profile Software invests in new technologies such as mobile 
and cloud to offer a suite of uniquely positioned banking and 
investment management solutions.
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The majority of the Arabian Gulf family businesses were created 
in the 1970s and 1980s during the first oil boom in the region. 
Many of these businesses have grown into large companies 
involved in multiple lines of businesses, and have operations 
in various countries around the Middle East and also in other 
regions as well. The owners of these businesses have become, 
in many cases quite wealthy, and have invested in a broad range 
of assets in the Middle East and around the world, which are 
subject to different laws of inheritance and taxation regimes.

While the need for proper succession planning is not just 
limited to the Middle East, several factors make the need for 
succession planning particularly acute in the Arab Gulf. First, 
the founders of these companies are ageing or have already 
passed on; second, most of the businesses in the Gulf are family 
owned; third, Arab families tend to be large so there are a large 
number of heirs many of whom can be competing to take over 
the family business; and fourth, many Arab businesses are 
sole proprietorships or lack formal constitutive documents. 
According to a recent “Economist” article, “the Family Business 
Institute calculates that only 30% of such businesses survive 
into the second generation, only 12% into the third generation, 
and only 3% into the fourth”. Moreover, “an estimated 70% of 
Saudi families have at least one succession problem tied up in 
court.” (See “Economist” Feb. 6 2016: “Succession Failure”.)

The Arabian Gulf is also facing challenges due to low oil prices 
and regional instability which calls for more sophisticated 
succession planning and asset protection, as one way of helping 
to meet these challenges. The Arab Gulf is also not immune to 
the changes caused by globalization and the need to adopt best 
practices and proper corporate governance. Family businesses 
from the Gulf are looking to expand globally as a way to diversify 
and forge alliances with international companies, which can also 
enhance the transfer of technology back to the Gulf. Lastly, 
the Gulf is seeking more foreign investment in this era of low 
oil prices and wants to create an entrepreneurial environment 
with emerging and startup companies. Local corporate laws 
are unsophisticated when it comes to the issuance of stock 
options, different share class voting structures, conventional 
and Shari’a-compliant debt instruments, as well as sophisticated 
capital markets transactions which are found in a mature tax 
neutral jurisdiction such as Jersey. The use of a Jersey offshore 
holding entity can accommodate these more sophisticated 
capital structures.

Often, a family’s business and family wealth are intertwined. 
Succession planning should cover both family businesses and 
personal assets, such as residential real estate, and private 
aircraft and yachts, which may be located outside the Gulf. 
Business assets and personal assets that are located outside the 
Gulf should be held separately in a proper structure from assets 
located within the Gulf to avoid the foreign assets being subject 
to lengthy probate proceedings under the laws of the country 
where they are located, costly inheritance taxes, and conflicts 
between Islamic inheritance laws and laws of inheritance in the 
countries where the assets are located.

A well designed succession plan should lay down: a transparent 
set of rules and procedures for how a family business is to be 

governed; the roles and responsibilities of family members in 
such business and those family members who will not have an 
active role in the business; a mechanism to resolve disputes and 
make decisions; the establishment of a family council or board; 
and a procedure for family members to leave the business and 
transfer their ownership in it.

The use of a Jersey trust, private trust, or family foundation 
(collectively and individually “Jersey Structure”) can help avoid 
many if not most of these problems. A Jersey Structure is most 
often used to hold assets that are based outside the Gulf region 
in a tax efficient manner while providing a degree of separation 
from business affairs and asset protection. However, a Jersey 
Structure may potentially also be used to hold assets within the 
Gulf. A Jersey Structure can also be established in a way that 
complies with Shari’a rules of investment and inheritance.

A Jersey trust is a legal (equitable) obligation that comes into 
existence when an individual or other legal entity (known as 
the settlor) gives assets of their own free will and transfers 
ownership of those assets to another person or persons (known 
as the trustees) to hold, not for the trustees’ own benefit, but 
for the benefit of the family beneficiaries in accordance with 
the terms of the trust. The trust deed describes the duties of 
the trustees. In such a case, a trustee acts to ensure that the 
wishes of the settlor are carried out. The private trust company 
(PTC) is an alternative structure that gives more control to 

The Family Business Institute 
calculates that only 30% of 
such businesses survive into 
the second generation, only 
12% into the third generation, 
and only 3% into the fourth. 
Moreover, an estimated 70% 
of Saudi families have at least 
one succession problem tied 
up in court.

(See “Economist” Feb. 6 2016: 
“Succession Failure”.)
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family members. Instead of a professional third party trustee, 
a family may prefer to establish their own PTC in Jersey to act 
as trustee, with selected family members and the professional 
trustee being directors of the PTC. This enables family members 
to have direct involvement.

A Jersey Foundation provides an attractive alternative to the 
traditional financial planning vehicles of companies and trusts 
for wealth management, succession planning, and charitable 
giving. A Jersey Foundation is useful for families who do not 
wish to transfer control of their assets to a trustee. A foundation 
is managed by a family council, has a guardian who can be the 
founder, to oversee the decisions of the council, which must 
include a Qualified Member, which is a regulated service 
provider. A foundation is used more as an asset holding vehicle, 
and can only engage in trading where this is incidental to the 
attainment of its objects. A Jersey foundation is a distinct legal 
entity like a corporation, can sue and be sued in its own name, 
can hold any type of assets (except Jersey real estate), and 
can be used in capital market transactions, securitizations, 
collateralizations, and for other financial structuring purposes.

Shari’a law provides for a structure, namely a waqf that has many 
similarities to common law trusts. The founder of a waqf donates 
property to the waqf on a permanent and irrevocable basis 
(unless under the Maliki School where a temporary waqf can 
be used) and appoints a trustee who administers the property 
for the benefit of specific individuals or for a charitable purpose 
such as schools, hospitals, or mosques. A founder can donate up 
to one third of his/her assets to a waqf unless the heirs consent 
to a greater amount. The concept of trusts has been codified in 
at least two Gulf countries, namely Bahrain under the Financial 
Trust Law of August 15, 2006, and the DIFC, Trust Law No. 11 
of 2005. However local trusts under these laws have apparently 
not been widely used.

Along with the use of trusts for inheritance and succession 
planning in the Arab Gulf, it is important to take into account 
inheritance laws in the region. Shari’a law, which governs on such 
matters, provides specific rules on how and in what amounts 
the estate is to be divided among the relatives of the deceased 
depending on the category of relationship. The relatives of the 
deceased must receive at least two thirds of an estate. These 
“forced” heirship rules only allow for testamentary freedom for 
the remaining one third of the estate, unlike a common law trust. 
There generally are no restrictions on lifetime gifts although 
they may not be made while the person is ill and believes he or 
she may die and death actually occurs.

There are two basic issues when establishing a trust for a Gulf 
citizen: First, can an offshore trust cover assets both within 
and outside the Gulf? Second, can an offshore trust be Shari’a-
compliant or can it be structured in a non Shari’a-compliant 
manner? 

An offshore trust can cover assets both outside, and within the 
Gulf subject to certain restrictions. Many of the Gulf States 

require that local companies be at least 51% owned by local 
nationals. Gulf States may therefore not recognize a foreign 
trust, even where the beneficiaries are Gulf nationals, as a local 
Gulf investor. Saudi Arabia allows 100% foreign ownership 
except for certain industries such as oil and gas exploration and 
production. A foreign foundation may be required to obtain a 
license from the Saudi General Investment Authority, which 
may not be issued to a foreign trust.

The UAE requires at least 51% UAE national ownership of a 
local company. However, many “foreign”/local jointly owned 
companies employ side agreements where the foreign 
companies, in essence, own 100% of the local company while 
the Emirati partner is paid a sponsorship or agency fee. A 
foreign company can only do business in the UAE if it has an 
Emirati agent, sponsor or partner. Thus, an offshore trust or 
foundation could in effect own 100% of the UAE company and 
the UAE beneficiaries could own the company that is the local 
agent or sponsor.

One hundred percent foreign owned companies are allowed in 
designated free trade zones in the UAE. Bahrain allows for 100% 
foreign owned exempt companies, and Saudi Arabia in the future 
may also allow 100% foreign owned free trade zone companies 
as part of its national transformation program. Exempt or 
free trade zone companies could potentially be owned by the 
offshore trust or foundation and use the beneficiaries’ locally 
owned company as an agent or sponsor to conduct business 
outside the free trade zone in the country where the free trade 
zone is located.

An offshore trust or family foundation can also be structured 
to be Shari’a-compliant. The formation documents can be 
drafted to incorporate Shari’a restrictions against investments 
in prohibited businesses, such as alcohol, banking, gambling, 
tobacco, and the like as well as prohibitions against the use of 
conventional debt. The formation documents can also include 
the Shari’a requirements on “forced” distributions to heirs. 
A Shari’a scholar can be used when preparing the formation 
documents and can also play an ongoing role to monitor the 
activities of the trust or foundation for Shari’a compliance 
purposes. To the extent that the settlor wants to utilize a non 
Shari’a-compliant inheritance plan, this can be done for assets 
in countries not subject to Shari’a inheritance rules to avoid 
challenge in local courts in those countries.

There is a rapidly increasing need in the Gulf for trusts, 
foundations, or similar structures to ensure an orderly 
transition of family businesses and wealth to future generations 
in a tax efficient manner. A properly structured Jersey trust or 
foundation can ensure such a transition of personal and business 
assets outside the Gulf and, with some creative structuring, 
potentially within the Gulf as well.

This article is intended to provide a brief rather than a comprehensive guide to the subject under consideration. It does not purport to give legal or financial advice that 
may be acted or relied upon. Specific professional advice should always be taken in respect of any individual matter.
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Although the market share of Islamic banking at the end of 2015 
is still relatively small at around 5%, the industry registered 
faster growth rate compared to the conventional banking 
industry. Total assets of the Indonesian Islamic banking industry 
grew at a CAGR of 27% between 2009 and 2014, while the total 
banking industry assets grew at a CAGR of 17% during the same 
period. In fact between 2011 and 2012, the CAGR of Islamic 
banking industry reached a high of 30%. But broader slowdown 
of the banking industry overall growth due to weak economic 
environment had weighed on the financial performance of 
Islamic banks in Indonesia.  

The year 2015 witnessed a slowdown of the country’s Islamic 
banking industry, with growth slowing sharply to 8.78% in 2015 
and 12.4% in 2014 (Table 1). Hence, 2015 marked the lowest 
growth rate recorded in the last five years. For many years, 
Islamic banking sector has been growing at a double digit pace, 
reaching its peak in 2011 after recording a 50% increase in total 
assets. Since then, the percentage growth rate has started to 
decline to 34.1%, 24.2%, and 12.4% in 2012, 2013, and 2014 
respectively.

This slower asset growth of the Islamic banking industry stems 
from two major Islamic banks - Bank Syariah Mandiri (BSM) and 
Bank Muamalat Indonesia (BMI). Assets of these two banks 
accounted for almost half of the total Islamic banking assets in 
the country. However, their market shares have been slowly 
eroding over time, to be taken over by second tier Islamic 
banks. The market share of these two banks accounted for 
55.2% in 2010, but declined to 43% in 2015. In fact, Islamic 
rural banks seem to have outperformed Islamic banks in 2015 
although in absolute value they are much smaller. Islamic rural 
banks recorded a 17.8% growth in 2015, higher than its growth 
recorded in 2014 at 12.7%.   

A number of macroeconomic headwinds had also attributed 
to this declining growth rate and in turn significantly impacted 
the overall growth of the industry. These include increased 
in electricity and gasoline prices towards the end of 2014, 
significant depreciation of the Indonesian Rupiah throughout 
2015, dropped in Indonesian stock index, and social-political 
issues related to the seemingly weakening anti-graft body (KPK) 

under the new administration. For Islamic banking to play a more 
prominent role in the financial sector and in the bid to increase 
its market share beyond 5% (it was about 4.8% in December 
2015), consistent high growth is a prerequisite. 

PLAYERS AFFECTING GROWTH 
Major players in the Islamic banking industry include 12 full-
fledged Islamic commercial banks and 23 Islamic windows of 
conventional banks. In addition to this, there are 163 Islamic 
rural banks whose assets account for only 2.6% of total assets of 
the Islamic banking industry. Given their small asset size, Islamic 
rural banks are often left out in discussions related to Islamic 
banking. Tendency is to refer to full fledge-Islamic commercial 
banks and Islamic windows of conventional banks only. 

The performance of the two largest Islamic banks, BSM and 
BMI, significantly affects the overall growth of the industry. At 
the time when both banks recorded the highest growth rate in 
2011 (BSM and BMI grew at 49.84% and 51.47% respectively), 
Islamic banking was also experiencing its fastest growth. In 

a similar vein, when both banks experienced slowing down 
growth, the overall growth of the industry was also declining. 
After several growth years, BSM and BMI found themselves 
struggling with asset quality legacy of previous management. 
2014 and 2015 can be considered as the ‘test’ years for these 
two banks.

As shown in Table 2, BSM had the lowest growth rate amongst 
other large Islamic banks after recording a 5% increase in 2014 
and 2015. This was accompanied by a loss of IDR 25.7 billion in 
2014 from a profit of IDR 883.8 billion in 2013. Although BSM 
managed to recover its profit to a high of IDR 374.1 billion in 
2015, this was still less than half of its profit in 2013. Its rival 
on the other hand, BMI, experienced negative growth in 2015 
after experiencing a 7.4% decline in assets to IDR 57.8 billion 
from IDR 62.4 billion in 2014. Worse still, it had to restate its 
2013 earnings before tax to IDR 239.4 billion in its 2014 audited 
accounts from IDR 653.6 billion, so as to avoid a major loss in 
2014. By February 2016, total assets of BMI deteriorated 
further to IDR 53.9 billion.

2010 2011 2012 2013 2014 2015

Islamic Commercial Bank & Islamic 
Window 

97.62 145.47 195.02 242.28 272.34 296.26

Islamic Rural Bank 2.74 3.52 4.70 5.83 6.57 7.74

TABLE 1
ISLAMIC BANKING ASSETS IN INDONESIA (IDR TRILLION)

Source: Financial Services Authority (OJK).
Notes: USD 1 = IDR 13,788 (Reuters closing rate on 31 Dec. 2015)
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To some extent and with different magnitude, the growth 
slowdown was also experienced by second tier Islamic 
banks and windows (in term of assets) including BRI Syariah, 
Permata Syariah (an Islamic window of Permata Bank owned 
almost half by Standard Chartered Bank), and CIMB Niaga 
Syariah (an Islamic window majority owned Malaysian banking 
conglomerate CIMB). After a remarkable 100% growth in 2011 
and 2012, Permata Syariah registered lower earnings before tax 

in 2014. This further declined in 2015 to record a 5.6% negative 
growth. However, in contrast to Permata Syariah; BRI Syariah 
and BNI Syariah recovered quickly in 2015 and both recorded 
commendable growth of 19.1% and 18.1%, respectively. CIMB 
Niaga Syariah also recovered its modest positive growth in 
2015. It is interesting to note that the two biggest players are 
facing serious performance issues as compared to the second 
tier Islamic banks. 

2010 2011 2012 2013 2014 2015 Feb. 2016*

BSM 32,482 48,672 54,229 63,965 66,955 70,370 71,717

BMI 21,443 32,479 44,206 53,724 62,413 57,803 53,943

BRI Syariah 6,856 11,201 14,089 17,401 20,341 24,230 23,543

BNI Syariah 6,395 8,467 10,645 14,708 19,492 23,018 24,231

Permata Syariah (Islamic Window) 2,274 5,255 10,646 16,259 16,137 15,240 15,981*

CIMB Niaga Syariah (Islamic 
Window)

3,169 5,263 9,078 9,846 8,462 9,106 N/A

TABLE 2
THE TOTAL ASSETS OF SIX LARGEST ISLAMIC BANKS IN INDONESIA

(IN BILLION INDONESIAN RUPIAH)

Sources: Figures for Feb. 2016 & BMI’s figure in 2015 are un-audited figures from Bank Indonesia (the Central Bank) & other figures from audit-
ed Bank’s Financial Reports.
Notes: *As Of March 2016; USD 1 = IDR 13,788 (Reuters closing rate on 31 Dec. 2015).

2012 2013 2014 2015

BSM 1,097,133 883,836 (25,679) 374,126

BMI 521,841 239,351* 96,719 125,469**

BRI Syariah 138,052 183,942 10,378 169,069

BNI Syariah 137,744 179,616 220,130 307,768

Permata Syariah (Islamic Window) 256,420  465,421 283,010 184,159

CIMB Niaga Syariah (Islamic Window) 137,675 179,190 104,914 115,034

TABLE 3
EARNINGS BEFORE TAX OF SIX LARGEST ISLAMIC BANKS IN INDONESIA

(IN MILLION INDONESIAN RUPIAH)

Sources: BMI’s figure in 2015 are un-audited figures from Bank Indonesia (the Central Bank) & other figures from respective audited Bank’s 
Financial Reports.
Notes: *It is a restatement figure, before restatement it was IDR 653.62 billion.
               ** This figure is unaudited and may change once audited. The un-audited BMI figure in 2014 was IDR 121.346 billion, but it went down 
20% once audited to IDR 96.719 billion.
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In terms of asset growth, BSM is the slowest growing Islamic 
bank compared to other Islamic banks in the last five years 
period, followed by BMI (Table 2). Asset growth of both banks 
is comparatively lower than the other four second tier Islamic 
banks. Consequently, their market shares have been shrinking 
over time. In addition to issues related to asset growth, Islamic 
banks suffered from lower profitability in 2014 (except for BNI 
Syariah), as shown in Table 3. BSM went into red whilst BMI 
recorded the lowest profit but could have potentially met the 
same fate as BSM if they had not restated their profits in 2013. 

Among the second tier Islamic banks, BRI Syariah recorded the 
steepest drop in profit in 2014, although it increased drastically 
in 2015. BNI Syariah, on the other hand, is the only Islamic bank 
that exhibited steady increase in profit levels, implying stability 
in the bank’s performance. In fact, BNI Syariah was the best 
performing bank in terms of profitability in 2014 and came in 
second in 2015.

CHALLENGES TO SUSTAINABLE GROWTH
Indonesia, having the world’s largest Muslim population and a 
growing middle class, presents a wide spectrum of unique and 
untapped opportunities for Islamic banking and finance to play a 
critical role in supporting the country’s economic development. 
In this context, Indonesia’s Financial Services Authority or 
known in its Indonesian acronym as OJK, issued a wide range 
of incentives over the course of 2015 to drive the domestic 
Islamic finance industry. Amongst them was the launched the 
Shariah Banking Roadmap 2015-2019 in August 2015 aimed at 
boosting the market share of Islamic banks to 15% by 2023.  

With the roadmap, the OJK has formulated several policy 
directions that when fully implemented will ensure that Islamic 
banking significantly contribute to sustainable economic 
growth, equitable development as well as the stability and 
competitiveness of the financial system. These policy directions 
include strengthen policy synergy between the government, 
relevant authorities and other stakeholders; boost Islamic 
banking capital via improvement in capital requirements of 
Islamic banks; improve the structure of funds to support the 
expansion of the financing segment; enhance the quality of 
products and services; enhance professional development 
support; and improve public literacy on Islamic banking 
products. 

To spur further growth in the industry, the OJK issued regulation 
relating to the codification of Islamic banking products and 
the simplification of requirements to open an Islamic banking 
network. Under regulation No. 24/POJK.03/2015 titled 
‘Produk dan Aktivitas Bank Syariah dan Unit Usaha Syariah 
(Products and Activities of Islamic Banks and Islamic Windows 
[of a conventional bank])’ issued in the November 2015 and 
made into law the following month, Islamic banks and Islamic 
windows are allowed to launch new products without a 
requirement to submit for approval to the OJK. But they will 
need to report any planned issuance of new products and/or 
new business activities. 

In addition to various incentives and stimulus measures from 
OJK, Bank Indonesia (BI), the Central Bank of the country, had 
also facilitated the signing of the MoU for the use of the Mini 
Master Repo Agreement (MRA) in July 2015. The mini MRA 
is basically an agreement to repurchase Islamic securities as 
collateral to secure loans from other banks. With the use of the 
Mini MRA as a standard agreement, it is expected to provide 
more options to the industry players in managing their liquidity. 
In early 2016, BI issued a new rule pertaining to Islamic hedging 
through its regulation No 18/2/PBI/2016 ‘Hedging Principles 
based on Shariah Principles’. Under the new regulation, Islamic 
banks as well as conventional banks are now allowed to offer 
deferred sales of foreign exchange through Shari’a-based 
forward agreement. 

While commitment to improve regulatory environment in 
Indonesia is very important in fostering growth and development 
of the Islamic banking sector, internal factors or bank-specific 
factors affecting banks’ businesses and performance must not 
be overlooked. Evidence gleaned from researches showed that 
internal factors significantly affect bank’s performance and 
profitability. Taking lessons from BSM and BMI, there is a need 
for a more steady and sustainable approach in fostering growth. 
One of the critical issues is to strengthen risk management, with 
greater emphasis now placed on embedding ethics into good 
corporate governance (GCG) policies. 

Rapid asset growth that is not accompanied by proper risk 
management and ethically-based GCG, could potentially lead 
to financing risk in the medium and long term, especially for 
bigger size banks. Hence, in order to foster sustainable growth 
for the Islamic banking industry, there is a need to improve the 
quality of growth and strengthen the foundations of the growth 
itself, which includes greater product innovation, upgrading 
information technology, and developing talent that are crafted 
by strong values. 

Finally, BI’s vision to position Islamic banking as beyond banking 
needs to be put in place. There has to be realization from 
all stakeholders of the Islamic banking industry that Islamic 
banks are in a unique position to contribute to the creation of 
a more fair, ethical, inclusive and sustainable financial system. 
Experience somehow has taught us that to have a more robust 
and sustainable growth, we should not easily get trapped in the 
number games. We need to look beyond this and have bigger 
objectives. The numbers will follow suit.

Farouk is the CEO of Alwyni International Capital 

(AIC – www.alwynicapital.co.id) and the Chairman 

of Center for Islamic Studies in Finance, Economics, 

and Development (CISFED – www.cisfed.org). He 

can be reached at faalwyni@alwynicapital.co.id.
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As part of its social responsibility initiatives and to further promote good governance practices across the world, Cambridge IF Analytica 
held its inaugural Global Good Governance (3G) Awards in the historical city of Istanbul, Turkey on May 26, 2016. 

In his welcoming remarks, Founder and Chairman of 3G Awards, Professor Humayon Dar said, “The 3G Awards celebrate individuals, 
governments, public and private institutions and NGOs that demonstrate making governance and social responsibility a strategic 
priority of their organisations.” He stated that the awards underscored the role that good governance and social responsibility plays in 
shaping a nation’s and organisation’s long term sustainability and value.

Nearly 200 people attended this premier awards programme that highlighted excellence in good governance and commitment to social 
welfare in 3 major streams: Government & Politics, Corporate Sector, and Social Sector & Philanthropy. Award nominees are selected 
based on the 3G score card developed by Cambridge IF Analytica, which consists of 5 pillars: Transparency, Social Responsibility, 
Sustainability, Impact and Innovation.

A total of 23 awards were presented to individuals and organisations from all over the world, with the top award given to Her Royal 
Highness Dr Sheikha Aisha bint Faleh bin Nasser Al-Thani, for her leading role in philanthropy. Her Excellency Datin Paduka Seri Rosmah 
Mansor, wife of the Honorable Prime Ministers of Malaysia, was amongst the guest of honour that night. She received the 3G Children 
Welfare Award 2016 on behalf of PERMATA, a talent search and development for children programme which she founded back in 2007. 

Other winners included Novo Nordisk for 3G CSR Award, MUSIAD for 3G Advocacy Award, PEMANDU for 3G Best Public Sector 
Reforms Programme, Agrobank for 3G Financial Services Award, World Congress of Overseas Pakistanis (WCOP) for 3G Diversity 
Award for Social Sector, Arlanda Express for 3G Diversity Awards for Corporate Sector, Amanah Ikhtiar Malaysia for 3G Women 
Empowerment Award and Islamic Development Bank for 3G Capacity Building Award.

In the education categories, winners included Eastern Public School for 3G Education Award, Higher Education Commission Pakistan 
for 3G Excellence in Higher Education Award, Academy of Contemporary Islamic Studies UiTM for 3G Critics’ Choice Good Governance 
Award in Education, and Taleem Foundation for 3G Critics’ Choice Literacy and Female Education Award. 

Two individual awards were presented to honour and recognise leading individuals in their relentless efforts to promote and uphold 
good governance and transparency. Professor Mehmet Bulut, President of Istanbul Sabahattin Zaim University, received the 3G Special 
Award for Service to Higher Education. The 3G Civil Service Award went to Dr Muliaman Darmansyah Hadad, Chairman of Indonesian 
Financial Services Authority or OJK.

Highlight of the evening was the excellent performances by the children of PERMATA programme. This special performances by over 60 
children included traditional folk dances of Malaysia and Turkey, choir performance and live orchestra performance.
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INTRODUCTION
Islamic approach to social security is multi-dimensional and 
comprehensive. It encompasses compulsory and voluntary 
charity to include zakat (religious tithe), waqf (religious 
endowment), sadaqah (donation) and hibah (grant/gift). These 
instruments serve as social safety net where the poor and 
destitute are ensured of basic needs, thus narrowing the wealth 
gap within and among the societies.The waqf instrument plays 
an important and significant role in Muslim societies.  It is used 
to support the old, poor and orphans though provisions of 
educational, health and religious foundations. A waqf property 
is managed by an appointed pious person (known as mutawalli) 
or bayt al-mal (an institution managing public money). Since the 
designation of the waqf property cannot be changed once it is 
created, it is therefore, not to be sold or disposed to anyone. 

Many of the researches conducted in the areas of waqf 
focused on waqf management, waqf financing, fiqh of waqf and 
experience of waqf practices in various jurisdictions. Although 

a number of authors agreed that good governance is one of 
the critical success factors for revitalising awqaf institutions,1 
studies on waqf governance is scarce, if not limited, which is 
primarily due to loose governance structure within the non-
profit sector. One of the possible reasons behind the dearth 
of study on waqf governance is the lack of attention given by 
scholars on the issue2 . Research on governance mechanism in 
the non-profit sector remained relatively underdeveloped and 
had only received its due attention in the last few years.3

Governance of waqf is vital in the promotion of transparency 
and accountability. This is particularly important for a sector 
that is reliant on the confidence and trust of its stakeholders. 
Similar to other non-profit institutions, waqf runs largely 
on self-regulation, with minimal or even without external 
oversight. Compared with for-profit entities who are obliged 
to produce financial reports in compliant with international 
financial reporting standards, non-profits are exposed to 
‘minimal’ regulation and ‘underdeveloped’ financial reporting 
requirements.

1. Cajee, Z.A. (2007). Revitalising the Institution of Awqaf in Developing the Community. Paper presented at the Singapore international waqf conference 2007, 
Singapore.
2. Ihsan H., Ayedh A. (2015), A Proposed Framework of Islamic Governance for Waqf, Journal of Islamic Economics, Banking and Finance, Vol. 11, No.2, April –June 2015.
3. Speckbacher, G. (2008). Nonprofit versus Corporate Governance: An Economic Approach, Nonprofit Management and Leadership, 18(3), 295-320.
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FUNDAMENTALS OF WAQF  
Waqf is one of the oldest charitable institutions in the 
world. It is also one of the economic backbones of 
Islam that has existed since the time of the Prophet 
Muhammad (PBUH) and has been instrumental in 
the economic development of Muslims from various 
aspects of life. Waqf is a private possession or asset in 
any form that has been put under injunction from any 
form of transaction including sale, inheritance, hibah 
(grant) and wasiyyah (will) whilst its physical source 
remains intact and unchanged. A dominant characteristic 
of waqf is perpetuity. Therefore, waqf typically applies to 
non-perishable properties whose benefits and usufruct can 
be extracted without consuming the property itself. 

As a sadaqah jariyyah (running charity), waqf is distinct from 
ordinary sadaqah, the difference being the repeatability of the 
benefits that flow out of it. In Shari’a, unlike zakat, a waqf is a 
voluntary, permanent, irrevocable dedication of a portion of 
one’s wealth (in cash or in kind) to Allah SWT. However, waqf is 
flexible in the sense that its beneficiaries need not be restricted 
to Muslims but the fruits of the waqf must be utilised for Shari’a-
compliant purposes only.

The institution of waqf played a great role in nurturing solidarity 
and charity in Muslim countries and continues to represent 
one of the most original and active aspects of the social and 
economic structures of the modern Islamic world. Ottoman 

 
Empire was the heir of the waqf tradition that already existed 
on its lands where the waqf system together with the imaret4  
and another religious institutions have important role in social 
and economic development of the Muslim Ottoman cities. 
Waqf facilities also included roadhouses and arcades, bakeries, 
grinders, workshops of candle and lead, abattoirs, fair and market 
places; which were built in order to provide religious, cultural 
and social institutions5.  The waqf institution in Ottoman Empire 
also would lend money to households and merchants in order 
to earn income. The income will then be used to provide public 
services such as soup kitchens for the poor, inns for travelers, 
water fountains, places of worship, educational services and 
other basic infrastructural facilities.6 

WAQF LAW AND REGULATION
To examine the institutionalisation of waqf in selected countries, 
provisions of law in the countries where waqf law exists is 
discussed from both the viewpoint of regulator and trustee 
of the waqf. First, an analysis of the provisions of law, court 
monitoring and supervision and oversight from the regulator’s 
point of view is offered for Malaysia, Turkey Indonesia, and India.  

In Malaysia, the government formed the Department for 
Zakat, Waqf and Hajj on the 27th March 2004 with the 
objective of reconciling any discrepancies that may arise from 
the administration of waqf in the country. This was primarily 
because waqf property, which comes under the purview of the 
different State Islamic Religious Council (SIRCs), is governed 
under different law and regulations of the states.7 Hence, 

4. An imaret is one of a few names used to identify the public soup kitchens built throughout the Ottoman Empire from the 14th to the 19th centuries.
5. Saduman, S and Aysun E.E., (2009). “The Socio-Economic Role of Waqf System in the Muslim-Ottoman Cities’ Formation and Evolution”. Trakia Journal of Sciences, Vol 
7, suppl.  
6. Alias, T.A. (2012). Venture capital strategies in waqf fund investment and spending, ISRA International Journal of Islamic Finance, 4(1): 99-126. 
7. In Malaysia, waqf is managed by State Islamic Religious Councils (SIRCs), which is the sole trustees for waqf resources.
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resulting in different interpretations of the state waqf law and 
subsequently, may result in potential conflicts. However, not all 
states have enacted specific laws with regards to administering 
waqf. The Department, nonetheless, does not have any 
authority to administer and manage waqf properties. Rather, 
it plays a role as a planning coordinator and observes the waqf 
matter. 

The “Manual for Management of Waqf” was issued in 2006 
with the objective of providing standard guidelines, precise and 
transparent data of waqf lands and to inculcate professionalism 
in the management of waqf lands.8  In general, the Manual 
provides very comprehensive guidelines in almost all aspects 
of the administration of waqf lands aimed at standardising 
administrative procedures across state borders. This initiative 
can potentially solve a lot of administrative problems such 
as procedures and substantives provisions on waqf. The 
effectiveness of this Manual, however, has yet to be proven 
since it is still in the early phase of its implementation. 

In Turkey, the main law relating to foundations is the Foundations 
Law (Law No. 5737), which was updated in 2009. Article 1 of the 
Foundations Law sets out rules and procedures relating to the 
management, operations and monitoring of foundations. The law 
embodies 82 articles and includes general provisions, Provisions 
Governing Foundations, Directorate General of Foundations, 
Foundations Council, Organisation of the Directorate General 
and Recruitment and Miscellaneous Provisions. As it can be 
seen here, the law was drafted with a broader perspective to 
regulate the market and the regulatory body as well. 

India, on the other hand, has witnessed multiple enactments 
of its waqf laws since 1810. The more recent enactments have 
been the Wakf Act 1954, Wakf Amendment Act 1984, Wakf 
Act, 1995 and Wakf Amendment Act 2013. In August 2015, 
the new Wakf Lease Act was passed limiting lease period of 
waqf properties from 99 years to 30 years. The new law also 
states that once the lease of commercial property expires, the 
tenants cease to hold the right to occupy the premises. The 
new Act allows Delhi Wakf Board, which has rights over all such 
properties, to reclaim them once the lease expires. 

The regulation for waqf in Indonesia was embedded in the Act 
No 5/1960 before the Indonesian government enacted the 
Indonesian National Act No 41/2004 on Waqf in 2004. An 
Indonesian Waqf Board (IWB) with 22 members was established 
in July 2007, upon Presidential Decree number 75/M/2007. 
The IWB is an independent institution whose elected members 
perform their duties for three years and can be reelected with 
a maximum of two consecutive terms. According to Section 47 
of the Act, IWB’s objective is to promote and develop waqf in 
Indonesia. The main duties of IWB are to manage waqf assets 
through nazir (custodian of the waqf) both nationally and 
internationally and also to collaborate with communities, mass 
organizations, experts, and international institutions.

The act consists of nine chapters, which are divided into 71 
sections. The establishment of cash waqf in Indonesia was led 
by a non-profit organisation, which was established in 1993 
by a group of journalists and is driven by a mission to help the 
needy through zakat, infaq, sadaqah and waqf. Recognising 
that cash waqf has the potential to provide the necessary funds 
for charitable projects, including poverty alleviation, the IWB 
launched a cash waqf scheme known as Tabung Wakaf Indonesia 
or the Indonesian Waqf Fund. 

As per above analysis, all countries surveyed require waqf to 
be managed by a waqf trustee. Waqf law and regulations for 

8. Hasan, Zulkifli, and Muhammad Najib Abdullah (2008). “The Investment of Waqf Land as an Instrument of Muslims: Economic development in Malaysia.” The Dubai 
International Conference on Endowments’ Investment, February.  
9. Mat Rani, A. E & Aziz, A. A. (2010). Waqf Management And Administration In Malaysia: Its Implementation From the Perspective of Islamic Law, Malaysian Accounting 
Review, Special Issue, 9 (2), 115-121. 
10. Zuki, Mazrul Shahir Md (2012)“Waqf and Its Role in Socio-Economic Development”, ISRA International Journal of Islamic Finance, Vol. 4, Issue 2.

Transparency and 
accountability of waqf 
management is a significant 
aspect of achieving good waqf 
governance.
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most of the countries are similar, which entails waqf trustee 
to be regulated at the national level, with the exception of 
Malaysia where the separation of control between regulator 
and waqf management does not exist. In order to promote 
independence and accountability, regulators are to establish or 
reform waqf framework that reflects international standards. 
For this, regulators in Malaysia could benchmark its regulatory 
practice to the Kuwait Public Foundation Law passed in 2012, 
which requires independence between waqf regulator and waqf 
managers.  

TRANSPARENCY AND MARKET DISCIPLINE 
Transparency and accountability of waqf management is a 
significant aspect of achieving good waqf governance. Since 
waqf assets should be in existence in perpetuity, the assets 
must be managed and administered by the appropriate parties 
responsible to supervise waqf property benefits so that these 
benefits can be distributed to the recipients as intended by the 
donor.9  Transparency measures include how waqf management’s 
activities and performance is monitored and reported to the 
various stakeholders – waqif (donors), beneficiaries, regulators 
and the general public. They also include performance audit 
against waqf management for its operation and investment 
management and efficiency to grow its assets and distributing 
the assets to the beneficiaries. 

In order to ensure transparency and accountability, mutawalli 
should report their performance and activities to the waqif, 
waqf board, beneficiaries and as well as the general public. 
Examining the performance would be useful to assess waqf’s 
perpetual existence and to ensure the protection of the 
endowment and the operations are conducted in compliance 
with the deed. In the context of business organisations, financial 
ratios that rely on the bottom line can be used as tools to assess 

performance. However, in the case of non-profit organisation, 
this approach may be irrelevant. There is scope for enhancing 
the management and business operation of waqf institutions by 
adopting modern approaches that will equip the institutions to 
provide better and more efficient services to the community.10   

In this regards, mutawalli’s performance could be assessed via: 

1. Financial and non-financial performance measurement 

2. Financial transparency via financial reporting

3. Programmatic verification

Waqf management is also subjected to money laundering 
issue. Although waqf is not a profit generating institution, the 
operations of waqf involve profit making businesses. Regulators 
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fear religious establishments could attract money 
laundering and terrorism financing. Supervision and 
oversight of waqf/foundation is vital to deal with the 
issue of money laundering and terrorism financing. 

In Malaysia, the Waqf Administration Committee 
(Panel Penasihat Wakaf) has the responsibility to 
report to the SIRC.  The annual report of waqf, in 
turn is reported to the general public. In India, the 
Wakf State Board reports the financial performance, 
survey, maintenance of waqf deeds, revenue records, 
encroachments of waqf properties, annual reports 
and audit reports, including leasing of waqf properties 
to the Central Waqf Council.  

With regards to performance audit against waqf 
management, regulatory requirements differ. In some 
countries, there is no requirement for the conduct of 
performance audit. In Turkey, this is done by the Directorate 
General of Foundations. India, on the other hand, some degree 
of performance measures are needed since all the waqf 
institutions are required to submit their budget estimates and  
financial accounts to the Board. The Board undertakes audit of 
major institutions as a measure of performance. The financial 
transaction of the Board itself is audited by the Government 
(State Accounts Dept.) and the Accountant General.

The performance of waqf managers is increasingly becoming a 
concern for many regulators. IDB/IRTI and The Kuwait Public 
Foundation Law passed in 2012 is one of the laws that has 
included performance as legal requirements in the management 
of waqf.  The law allows for the determination of the trustee’s 
wages by the founder as a certain percentage of the waqf’s 

profit or revenue. Performance-based incentive proposed in 
the law ensures that trustees are motivated to perform their 
duties in an efficient and effective manner.  

CONCLUSION
In summary, laws and regulations pertaining to waqf should 
explicitly outline the responsibility of waqf management, 
which includes waqf preservation, growth and development. 
Islamic Social Finance Report (2015) recommends that 
waqf development be made a mandatory obligation of waqf 
management. This could be achieved through innovation in 
financial instruments such as partnerships and sukuk issuance 
to raise waqf capital. 

As for the appointment and remuneration of waqf managers, 
such provisions should be stated clearly in the waqf law such 
is the case for Indonesia. Here, the waqf law clearly states that 
compensation paid to nadzir should not exceed 10% of the 
waqf income in the case of the nadzir having beneficial interest 
related to waqf established under management. Where the 
nadzir has no vested interest related to waqf, court of law has 
the power to allow higher remuneration. In addition to these 
positive measures, the law should also include provisions on 
punitive actions exercisable to deter irresponsible conduct 
of waqf managers such as corruption, misappropriation and 
negligence.  The punitive action could include financial actions 
that commensurate with the amount of loss faced by the waqf 
establishment.

There is scope for enhancing 
the management and business 
operation of waqf institutions 
by adopting modern 
approaches that will equip the 
institutions to provide better 
and more efficient services to 
the community.
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As the global financial landscape has been transformed 
considerably in the aftermath of the global financial crisis, 
understanding some of the paradigm shifts that are changing the 
business as we know it is crucial. While the global Islamic finance 
industry have reached approximately US$2.14 trillion in 2015, 
with expectations of the market hitting US$3.7 trillion by the 
end of 2020 as reported in the Global Islamic Finance Report 
(GIFR) 2016, fresh insights and ideas are required to spur the 
industry’s growth. To address some of these developments 
and opportunities for Islamic finance moving forward, the 
Association of Islamic Banking Institutions Malaysia (AIBIM) 
organised the Global Islamic Finance Forum (GIFF) 5.0 from 
10th – 12th May 2016 at Sasana Kijang, Kuala Lumpur. GIFF 
5.0 is supported by the Central Bank of Malaysia and Securities 
Commission Malaysia, with World Bank as the strategic partner, 
and Edbiz Consulting as knowledge partner. 

A prime event in the Islamic finance calendar, which is held 
every two years in Malaysia, GIFF has undoubtedly become 
an international marketplace for the Islamic financial industry 
and global businesses to showcase business propositions as 
well as to share innovation-driven insights in unlocking and 
enhancing the true potential of Islamic finance. With the theme 
of ‘Dream Big, Grow Beyond’, the event was structured to be a 
dynamic business forum by providing a blend of both intellectual 
discussions and business ideas for the Islamic financial services 
industry with a focus on financial technology or fintech. 

During a press conference, the Organising Chairman of GIFF 5.0, 
Nazlee Khalifah, said, “GIFF’s focus on fintech is purposefully 
aimed at encouraging the industry to embrace fintech which 
is growing exponentially. New frontiers like block chain are 
opening up, and the industry need to be able to partner with 
innovators, and adopt new ideas in order to thrive.”

GIFF 5.0 brought together industry practitioners, business 
leaders, regulators and Shari’a scholars from all across the globe 
to discuss potential growth of the industry beyond the current 
business models, as well as to achieve the vision of having a 
significant presence in the mainstream market. Key sessions 
include financial technology and thought leaders’ session called 
Top Minds. GIFF 5.0 also introduced for the first time business 
pitching sessions, which presented opportunities to transact 
real deals at the 3-day forum. The forum was successful in 
sparking discussions and ideas around new business models, 
new strategies and fintechs, with the objectives of enhancing 
competitiveness and expanding the reach of Islamic finance.

DAY 1 OF GIFF
The first day of the forum kicked off with The Future Leaders 
Forum: Preparing Islamic Finance Leaders for the Future, which 
was hosted by the Islamic Banking and Finance Institute Malaysia 
(IBFIM). Highlights of this forum included a presentation from 
the Chairman of the New Zealand Rugby Union, Brent Impey, 
who gave a presentation on how the All Blacks won the rugby 
World Cup and how it applies to business today as well as the 
launch of the Global Islamic Finance Report 2016 by Professor 
Humayon, Chairman of Edbiz Consulting. Also in the first day 

programme was the IFSB Regulator’s Forum, IIFM Workshop, 
Workshop on Developing an Islamic Infrastructure Investment 
Platform and ASEAN Fintech Challenge.

Brent Impey highlighted that the key to All Blacks’ success as the 
most dominant team in the history of world rugby was discipline 
and humility. “Personal humility has become a cardinal All 
Blacks value,” he said. Impey also emphasised on vision, values, 
purpose and the common language of an organisation to deliver 
measurable results. However, he also underscored on the need 
to build the ability to change into your cultural and commercial 
processes. It is not just about reacting to what is happening in 
the moment, but being the agent of change. “When you are 
on top of your game, change your game. Adaptation is not a 
reaction, but an everyday action,” he said. This resonates true 
for the Islamic finance industry. As the financial landscape and 
consumers demand are changing throughout the region and the 
world, Islamic finance as an industry must constantly evolve and 
adapt to the changing trends. 
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Something profound that Islamic finance can learn from the 
All Blacks is that the past is no guarantee for the future — the 
industry needs to prepare itself for the unprecedented and the 
unexpected. Islamic finance has achieved impressive strides and 
rapid growth. But for it to influence the patterns of the global 
financial system and shape the future, it must move beyond 
its traditional strongholds. In this regards, Islamic finance 
needs to be relevant and responsive to its external operating 
environment. This means building connectivity and investing in 
competitive technological advancements. 

The IFSB Regulator’s Forum discussed key issues related to the 
theme on “Islamic Finance in 2016 and Beyond: Challenges, 
Opportunities and Evolving Regulatory Focus”.  Speakers spoke 
at length on the implications of the evolving global regulatory 
reformed agenda on the Islamic financial services industry 
(IFSI) as well as the emerging challenges in the resilience and 
stability of the IFSI. In his Keynote Address, H.E. Dr. Hendar, 
Deputy Governor of Bank Indonesia, stressed on the need for 
stakeholders to focus on early detection of vulnerabilities in 
order to withstand any future economic crisis. He reiterated 
the importance of having greater focus among Islamic finance 
stakeholders when it comes to technological revolution, 
especially so in light of emerging alternative capital raising or 
funding models such as crowdfunding. 

The Secretary-General of the IFSB, Jaseem Ahmed, in his 
Opening Remarks, touched on the increasing concern about 
volatility in the global financial system as well as underscoring 
the importance of developing robust liquidity infrastructure 
and strengthening regulatory frameworks for prudential 
regulation in Islamic finance jurisdictions. Reference was made 

to the high priority given by IFSB on developing a series of next-
generation prudential standards and guiding principles that 
align global regulatory developments with the specificities of 
Islamic finance. In conjunction with the forum, the IFSB’s Islamic 
Financial Services Industry Stability Report 2016, the fourth 
edition in this series, was also launched by H.E. Dr. Hendar. 

The IIFM Workshop on Islamic Finance (Standard Documents 
and Product Templates), which was hosted by Labuan FSA, was 
attended by more than 120 delegates from treasury, risk, legal, 
regulatory and related professionals of financial institutions in 
Islamic finance. As part of the programme agenda, participants 
were given detailed technical briefing on IIFM standards on 
Islamic hedging and liquidity management. The workshop also 
provided update on Sukuk market developments based on the 
recently published 5th edition of the IIFM Sukuk Report series.

In his Opening Remarks, Ijlal Ahmed Alvi, Chief Executive of 
IIFM, highlighted on how the increasing sophistication in Islamic 
financial products and arrangements has compelled the need to 
develop unified financial contracts and products standards. He 
said that IIFM has responded to this with a series of standards 
on Islamic Capital and Money Market and the on-going work in 
developing standards relating to Trade Finance and Corporate 
Finance. He pointed out that implementation of these standards 
will provide transparency, cost efficiency, best practices and 
most importantly Shari’a harmonisation.  

On the sidelines of GIFF during the first day was also the 
Infrastructure Funding Workshop organised by the APEC 
Business Advisory Council. Highlight of the workshop was 
dialogue on the Islamic Infrastructure Investment Platform (I3P). 
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With a mission to facilitate the mobilisation of Islamic capital to 
fund infrastructure projects across the APEC region, the idea 
of establishing I3P was conjured during the APEC Finance 
Ministers’ Meeting in 2015. It is hoped that the establishment 
of I3P wiould promote expansion of cross-border investment by 
IFIs.  

Speaking at the workshop, Deputy Finance Minister, Datuk 
Johari Abdul Ghani said while the emerging markets are 
struggling to source funds for infrastructure projects, Islamic 
finance could step in to fill the gap to meet long-term funding 
needs for infrastructure projects. Although Malaysia’s sukuk 
market is the largest in the world, accounting for more than 
70% of global sukuk issuances, this and other Islamic finance 
instruments only define a small portion of Asia’s overall financial 
market. The I3P could potentially promote and accelerate the 
mobilisation of Islamic finance to fund the region’s infrastructure 
needs. 

A new edition to GIFF was the ASEAN Fintech Challenge, which 
was a jointly organised by Visa and AIBIM.  The ASEAN-level 
challenge aimed at bringing the best and most innovative fintech 
startups from the region to pitch their products for a cash prize 
and a chance to attract potential investors. A total of seven 
teams pitched their business at the semi-finals, with only three 
qualified for the finals – CurrenSeek, Kapital Boost and Prime 
Keeper. CurrenSeek, a smartphone app that tells users where 
to find the best money-changer rates, emerged as the winner of 
the challenge. 

Asia’s first Islamic crowdfunding platform, Kapital Boost, came 
in second.  Kapital  Boost matches small investors with small-
medium enterprises under Islamic financing structures, aiming 
to help overcome the problem of limited financing for SMEs 
while enabling untapped investors to find new avenues for 
investments. Since launching last year, the platform has raised 
S$500,000 in 14 deals. Prime Keeper, which came in third place, 
is an app that aims to allow users a seamless digital banking 
service for making all kinds of payments. 

DAY 2 OF GIFF
For Islamic finance to elevate to the next level, game-changing 
strategies that incorporate elements of technology and 
innovation must be formulated. That formed the crux of Datuk 
Muhammad Ibrahim’s keynote address. Datuk Muhammad 
Ibrahim, who is the Governor of Bank Negara Malaysia, outlined 
three key issues that are affecting the Islamic financial services 
industry. These encompass the rise of fintech and its impact on 
Islamic finance; the growing importance of responsible, inclusive 
and sustainable finance; and the preconditions necessary to 
sustain a value-based financial system.

The first issue put forward was digital revolution and how 
innovations in fintech are fundamentally altering the way 
we experience and deliver financial products and services. 
Referring to a report published by McKinsey, he quoted that the 
number of fintech start-ups globally has now exceeded 2,000, 
which more than twice the number less than a year ago. This 
number is set to grow as innovators tap into the preferences of 

digitally savvy consumers who are more receptive to new ways 
of consuming.

He acknowledged the recently launched Investment Account 
Platform (IAP) as an important example of a collaborative 
strategy by the industry to bring game-changing innovations 
to the market. Hailed as the first Islamic banking-intermediated 
internet-based platform, IAP is likely to have significant 
implications on the role of financial intermediation in the Islamic 
financial system. The IAP promotes risk-sharing financial 
transactions by providing the platform for musyaraka and 
mudaraba-based equity financing. 

As part of his address, he also shared that the central bank 
is mindful of the risks associated with fintech, in particular 
cybersecurity threats that includes theft of financial assets and 
customer data.  In respond to this, Bank Negara Malaysia has 
commenced a review of the changes and additional guidance 
needed to ensure that the regulatory framework remains 
appropriate to manage the risks, without stifling productive 
innovation

On the second issue on responsible, inclusive and sustainable 
finance; Datuk Muhammad Ibrahim noted that Sustainable, 
Responsible and Impact Investing (SRI) and Environment, Social 
and Governance (ESG) considerations are gaining traction 
in emerging markets. He said that Islamic finance is uniquely 
positioned to champion this cause as the values of Islamic 
finance are deeply rooted in ethical, environmental and social 
excellence. As such he called for the Islamic finance community 
to embrace this cause as its core mission and place it high on 
their growth agenda given the widening economic and social 
inequalities and environmental concerns. 
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The third issue stressed by Datuk Muhammad Ibrahim was on 
the necessary preconditions to sustain a value-based financial 
ecosystem. The fist precondition is to direct serious efforts 
at aligning performance measures to take into account both 
economic and social outcomes; an area which Bank Negara 
Malaysia remains very committed. Islamic financial activities 
in Malaysia are governed by a comprehensive contract based 
regulatory framework designed to achieve end-to-end Shari’a 
compliance. Consistent with this framework, IFIs are expected 
to evaluate and manage the impact of their activities beyond 
that of financial gains solely. In a bid to further engrain this, Bank 
Negara Malaysia is developing a proposal that when adopted 
will require IFIs to disclose their Corporate Value-Intent (CVI) 
as part of their performance measure and commitment towards 
value creation. 

The second precondition was the availability of top-notch talent 

to drive and execute innovative business strategies that will 
realise the full potential of Islamic finance. In his conclusion, 
Datuk Muhammad Ibrahim reiterated the critical need for 
the industry to formulate game-changing strategies that will 
reinforce the foundations of a strong and resilient Islamic 
financial system that will contribute towards a more inclusive 
and stable global financial system. 

Highlight of Day 2 was the Top Minds, which featured inspiring 
insights from Dr Mark Mobius (Executive Chairman of 
Templeton Emerging Markets Group at Franklin Templeton 
Investments), SY Lau (Senior Executive Vice President of 
Tencent) and Dr Mohd Daud Bakar (Founder and Group 
Chairman, Amanie Advisors). Dr Mark Mobius talked about 
Shari’a investment opportunities in emerging markets amidst 
market volatilities. When comparing the performance of Shari’a-
compliant investments with that of emerging market equities 
and global equities in developed markets over the span of 14 
years, the MSCI Islamic Total Return Index has largely mirrored 
the performance of the MSCI Emerging Markets Total Return 
Index with some slight variations, while generally outperformed 
the MSCI World Index. In his presentation, Dr Mark Mobius 
noted that while Islamic investment indexes in Indonesia, Turkey 
and Malaysia have seen some periods of volatility, they have 
generally outperformed many other countries in this category 
over the same period. 

On the subject of economic growth in the Muslim world, he 
pointed out how the economies of Muslim countries have 
been growing in tandem with its population growth. In 1987, 
Muslim-majority countries represented about 4% of global 
gross domestic product (GDP) and by end of December 2015 
this figure rose to 8%, which he believed will continue to grow. 
He observed that GDP growth has been higher in emerging 
markets generally (including many Muslim countries) than in 
developed markets over the past two decades.
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SY Lau who spoke at length about disruption, transformation 
and opportunities in the digital economy; said that powered 
by more quantum leap innovations, the algorithm economy will 
ultimately further unleash the power of the digital economy. 
During his presentation, SY Lau elaborated on three areas 
in particular: how disruptions are attacking, why customer 
centricity fuels innovation and how resilient leadership can help 
businesses adapt and transform in the face of disruption.

However, he cautioned organisations against playing the 
waiting game. In today’s world, speed-to-market has become 
the mantra of new technology companies and as such it is highly 
risky for organisations to play the waiting game with disruptors. 
To remain relevant and stay competitive, organisations must 
always know in advance if their business model and product 
ideas are at risk of being disrupted. He went on to stress on 
the need to constantly track business health and consumer 
behaviour metrics. 

SY Lau is optimist that organisations can remain resilient and 
better navigate itself through a dynamic and complex business 
environment if they focus on three main areas. First is to always 
create customer value. It is only when you put the value to the 
customer first will commercial value be amplified. Secondly, 
adopt a mindset that blends technology and economics. This 
implies using technology as a solution to eliminate redundant 
processes and intermediaries and directly linking supply to 
demand. Thirdly, organisations must always be open to change 
and competition. As such organisations must focus on what they 
do best and gain access to innovation that can support or expand 
their core market by establishing partnerships. In closing, SY Lau 
emphasised: “Don’t fear disruption - it is here to stay.” 

Dr Mohd Daud Bakar presented his views on Finding the Next 
“Steve Jobs” in Islamic Finance and highlighted what made Steve 
Job great. Quoting Steve Job: Our goal is to make the best 
devices in the world, not to be the biggest, he related this to 
Islamic finance. Criticising the industry for being too focused on 
size and growth rate, he said the impact of products on people 
and planet is often overlooked by the industry. He called for a 
renewed focus by IFIs to create and deliver positive impacts 
from all their products and services. 

He also highlighted the lack of knowledge transfer within the 
Islamic finance fraternity. Referring to Steve Job, Dr Mohd Daud 
Bakar said that Steve Job was a proponent of mentee-mentor 
relationships being both a mentor and mentee even at the height 
of his career. He noted that such mentor-mentee relationship is 
something that is missing in the Islamic finance industry. Citing 
his own failure to coach and produce Shari’a scholars despite 
being in the industry for more than 20 years, Dr Mohd Daud 
Bakar called for leaders in Islamic finance to be more proactive 
in transferring their knowledge to the next generation of young 
leaders. 

Day 2 also featured the Global Institutions Forum with speakers 
discussing on critical issues in the global economic and financial 
landscape. They also shared their thoughts on strategies to 
be adopted under the prevailing market conditions for Islamic 
financial industry to dream big and grow beyond. During The 
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Economist Conversion on ‘Realising Dreams: Strategy, Speed, 
Synergy’; financial inclusion was discussed extensively. Raja Teh 
Maimunah Raja Abdul Aziz, CEO of Hong Leong Islamic Bank, 
urged the Islamic finance community to revisit the philosophy of 
Islamic banking on financial inclusion. 

At present, the Islamic financial services industry is very much 
a credit risk-based industry. She cautioned that unless and until 
the industry evolve and adopt the concept of risk sharing, which 
she said is not being widely practised, it would be difficult for the 
industry to realising its true potential. Islamic banks should also 
leverage on technology as an enabler to serve the underbanked. 
Citing Indonesia as an example of fintech adoption and financial 
inclusion, Raja Teh Maimunah said that only 30% of Indonesian 
have banking accounts in contrast to mobile penetration of 
100%. Others on the panel included Abdelilah Belatik, Secretary 
General of the General Council of Islamic Banks and Financial 
Institutions; Dr Adnan Chilwan, CEO of Dubai Islamic Bank; and 
Dr Rifki Ismail, Assistant Director at Bank Indonesia. 

Disruption is not necessarily bad. In fact, the advent and 
disruption of fintech within the Islamic finance industry presents 
an opportunity for IFIs to expand their reach and capture 
greater market share through financial inclusion. This was the 
prevailing theme for the session on Embracing Technology for 
Future Growth. Speakers also called for IFIs to embrace fintech 
as the new normal.  However, in a survey conducted amongst 
the forum’s participants, 59% said that IFIs have been slow in 
embracing technology. 

The session featured an esteemed panel consisting of James 
Lim (Head of Products for Southeast Asia VISA), Mohamed 
Izam Mohamed Yusof (CEO of Investment Account Platform), 
Mohammad Ridzuan Abdul Aziz (CEO of RHT Compliance 
Solutions) and Ralph Omar (CEO of Omarco Network System). 
Many points raised by the panellists echoed some of the earlier 
sessions; with topics such as disruption and financial inclusion 

yet again coming to the fore. While technology opens the door 
for financial inclusion, Ralph Omar stressed that some caution 
is necessary as financial inclusion alone is not sufficient. He said 
that it was not enough that people have bank accounts, they 
must also be encouraged to save as well.  

DAY 3 OF GIFF
The first session on the last day of the forum was on Islamic 
Wealth Management: Prospects and Opportunities. The panel 
– consisting of Zainal Izlan Zainal Abidin (Executive Director 
for Islamic Capital Market of Securities Commission Malaysia), 
Armin Choksey (Director of Asset Management, Assurance 
and Advisory of PwC), Angelia Chin-Sharpe (CEO of BNP 
Paribas Investment Partners Malaysia) and Lim Wyson (Head of 
Consumer Financial Services at OCBC Malaysia). 

Increasing the number of products under the Islamic asset class 
would not only appeal to a broader range of investors but would 
cement Malaysia’s place as a major centre for Islamic wealth 
management. That point rang clear among all the panellists. 
Lim Wyson said that although sukuk provides predictability 
yields that is aligned with the risk appetite of investors, the 
depth and width of the sukuk market needs to be further 
developed in order to tap into private wealth management part 
of the business. Currently, the sukuk market is dominated by 
institutional investors with little opportunities for retail players. 
He proposed that the range of sukuk products should be widen 
in order to capture untapped markets. 
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Angelia Chin-Sharpe said although the product gap wasn’t huge 
in the market as compared with the conventional space, there 
was still room for more Shari’a-compliant funds. Zainal Izlan 
Zainal Abidin said that growth was inevitable in South-East 
Asia despite the challenging landscape. However, he noted that 
the the size of Malaysia’s Islamic capital market had more than 
tripled over the last 10 years despite volatile market conditions. 
The Islamic capital market grew at an average growth of 11.7% 
per annum and accounted 60% of the entire capital market in 
the country. Meanwhile, Islamic assets under management 
by Malaysian fund managers rose about 20% in 2015 to over 
RM130 billion from 2014. 

During the session on Banking on Values: Realities and 
Impossibilities, four reputable speakers from different 
jurisdictions shared their insights on the principles of value-
based banking, the practical applications and success stories. 
The panel – featuring Muhammd A. Ali (CEO of Bangladesh 
International Arbitration Centre), Sammy Almedal (CEO of 
JAK Medlemsbank), David Korslund (Senior Adviser at Global 
Alliance for Banking on Values) and Dennis Craig (Head of 
Capital Financing Solutions at National Bank Australia) – tackled 
the topic of value-based banking through a combination of 
personal and professional experiences. 

Muhammad A. Ali kicked off the discussion distinguishing 
between value-based banking and normal banking. Value-
based banks starts with a mission, look at the problems 
facing the community and try to solve them through financial 
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intervention. Normal banks on the other hand answers mainly 
to arbitration opportunities. Secondly, value-based banks will 
have triple bottom line – People, Planet, Profit, in that order 
as profit is a function of the other two. For normal banks, it is 
profit alone that drive their behaviour. He also pointed out that 
unlike normal banks were 70% of their assets are in the form 
of financial assets, value-based banks would go for real assets 
rather than financial assets. Finally, value-based banks want to 
be transparent to their stakeholders whereas for normal banks, 
they operate a compliance-based transparency. 

David Korslund echoed Muhammad A. Ali on the three top 
principles of sustainable banking – triple bottom line, real 
economy and client centred. These principles according to him, 
are all about focusing on the needs of the people and very much 
in line with the primary goals of Islamic banking. He went on to 
share findings on a research conducted on the performance 
of sustainable banks, which showed evidence that sustainable 
banks provided better and less volatile financial returns. Finding 
of this research implies that large banks (mostly the too big to fail 
and are mainly focused on shareholder’s return) were actually 
delivering poor earnings and were more volatile than the banks 
who are more focused on meeting human needs. 

Speaking on predicting future global solutions during Top 
of Minds session, Goh Peng Ooi (Founder and Chairman of 
Silverlake Axis) said that technology is poised to become the 
biggest determiner of success in banking. He noted that banks 
that are weak in technology are definitely going to lose out 
in this chase for new revenues, and suffer impacts on old or 
existing revenues. In this regards, traditional banks have three 
strategic choices going forward: the traditional way of banking, 
adaptation to the new mobile environment, or choose to 
collaborate with fintech providers.

IT’S A WRAP
The closing session saw Professor Humayon Dar (Chairman of 
Edbiz Consulting), presenting his wrap up of the three day forum 
and reported on the following resolutions made: 

1. Islamic banks and other financial institutions should not 
only adopt the most recent technological developments but 
must also play a lead role in the use of fintech in achieving 
the goals of financial inclusion and poverty alleviation;

2. An industry-specific Human Capital Development Index 
should be constructed to monitor talent development with 
a view to create a pool of visionary future leaders for the 
Islamic banking and finance industry;

3. The formation of a network of public and private sector 
experts and institutions, which can collaborate to accelerate 
the mobilisation of Islamic finance to fund regional and 
subsequently global infrastructure needs;

4. The scope of Islamic banking and finance should be further 
expanded to include global ethical values to make it a 
more value-based system, in addition to it being Shari’a-
compliant and committed to Islamic way of life; with an 
objective to increase global appeal of Islamic banking and 
finance and its outreach to other communities and faith 
groups around the world; and 

5. There is a greater need for developing long-term Islamic 
savings products for takaful, pensions, with the help of 
disruptive technologies to nudge financially excluded 
into formal financial services. In this respect, prize-linked 
long-term investment products should be developed and 
encouraged.



GLOBAL ISLAMIC FINANCE 
REPORT 2016 
LAUNCHED AT GIFF 5.0 
The Global Islamic Finance Report (GIFR) 2016, the oldest yearbook in Islamic banking and 
finance, was launched at the Global Islamic Finance Forum 2016 by Datuk Muhammad 
Ibrahim, Governor Bank Negara Malaysia. A globally recognized and respected yearbook, 
GIFR provides an annual review and in-depth analysis of the state of affairs of the global 
Islamic financial services industry. The Report contains insightful analyses contributed by 
some of the leading players in the global Islamic financial services industry and other thought 
leaders who have helped move Islamic banking and finance to a new paradigm. Since its 
first publication in 2010, GIFR has become a practical resource for industry practitioners, 
policy-making institutions, financial services think tanks, academic institutions and other 
research organisations seeking for thought leadership views on Islamic finance as well as a 
comprehensive overview of the latest global industry development.
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This seventh edition of GIFR is produced around a central 
theme of Islamic financial policy. It overviews Islamic financial 
policies in key Islamic financial markets asserting that besides 
regulations; there is a need to formulate consistent, coherent 
and comprehensive policy frameworks for the smooth 
functioning of the Islamic financial industry. GIFR 2016 also 
highlights examples of good legislation on Islamic banking and 
finance in key financial markets, offering insights on how to bring 
similar legislative changes in other countries. 

While it is important to ensure that Islamic banks and other 
financial institutions remain with the risk framework as per the 
requirement of national regulators and international standard 
setting bodies; it is equally important for governments to include 
the development of Islamic banking and finance as part of their 
overall economic agenda. 

The main feature of GIFR is the Islamic Finance Country Index 
(IFCI), which is a composite index used for ranking countries 
with respect to the state of Islamic banking and finance and 
their leadership role in the industry. Highlight of GIFR 2016 is 
the updated IFCI that puts Malaysia on the prestigious number 
one spot for the first time in the history of the index. Speaking at 
the pre-launch presentation on Day 1 of the forum, Professor 
Humayon Dar, Chairman of Edbiz Consulting, pointed out that 
Malaysia has taken over Iran for the first time at a crucial time 
when the latter has just started enjoying easing out of economic 
sanctions. “The IFCI is based on a multivariate analysis that 
incorporates a number of variables on size, population, Shari’a, 
education and culture, and law and regulation,” elaborated 
Professor Dar.

The report also puts Malaysia on top of the list in terms of 
developing a coherent and comprehensive Islamic financial 
policy, covering Islamic Financial Services Act 2013 and the 
regulatory frameworks developed by Bank Negara Malaysia, 
Securities Commission Malaysia and Labuan Financial Services 
Authority. Malaysia offers a wide range of Shari’a-compliant 

services in banking, capital markets, takaful and wealth 
management. It also has internationally renowned academic 
and professional institutions specialising in Islamic banking and 
finance.

GIFR 2016 also includes a global survey on Islamic financial 
policy, which demonstrated widespread recognition of the 
leadership role Malaysia plays in the global Islamic financial 
services industry. The 2,170 respondents participating from all 
over the world recognised Malaysia as the number one centre 
of excellence in Islamic banking and finance. The respondents 
also appreciated and recognised Bank Negara Malaysia’s role in 
spearheading Islamic financial policy in the country. The survey 
also provides great insights into preferences and perceptions 
of various stakeholders in the industry. Respondents accord 
Shari’a authenticity and governance a prime importance in 
the context of Islamic financial policy and the wider economic 
reforms. 

GIFR 2016 is supported by Khazanah Nasional Berhad, Bank 
Islam Malaysia, Bank of Khartoum and the London-based 
DDCAP, with ICD as the multilateral strategic partner.

The IFCI is based on a 
multivariate analysis that 
incorporates a number of 
variables on size, population, 
Shari’a, education and culture, 
and law and regulation - 
elaborated Professor Dar
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MOHAMED IZAM MOHAMED YUSOF 
CEO of IAP Integrated, the Operator of Investment Account Platform, Malaysia

What was your earliest ambition?

Mohamed Izam: I wanted to be an accountant. However, as 
time goes by I realised that I’m driven by a vision that is bigger 
than me, bigger than my personal ambition. What drives me, is 
the question - how best do I add value to this organisation, to 
the society?

What do you enjoy the most?  

Mohamed Izam: I love travelling and going to new places. The 
experience of meeting new people, learning new culture and 
history is refreshing. Some times new ideas popped-up with the 
change of perspectives. 

Why are you into Islamic banking and finance? 

Mohamed Izam: I was in a number of industries before - 
corporate finance, construction, food, travel, tithing. When 
the opportunity came to lead IAP, I thought it was a great 
opportunity and challenge. IAP is meant to be a game changer, 
a disruption to how Islamic banking and finance as an industry 
operates. I believe the change is good and will benefit all 
stakeholders. It is also in line with my need to contribute to the 
greater good for ummah.

What do you do in your spare time?

Mohamed Izam: I think spare time is a misnomer. We make 
time for things we enjoy. I enjoy reading mostly. This year, I’m 
targeting to enter a triathlon. So, I do my best to train: Swim – 
Cycle – Run. 

Which movie is your all time favourite? [if you 
watch movies]

Mohamed Izam: Nothing comes to mind. I watch movies mainly 
to entertain my children.

Who has been your greatest mentor?

Mohamed Izam: I would say our Prophet Muhammad saw. 
Learning about his life and his habits, taught me a lot. I learn 
from the people who are in my life too. I take on the traits that 
I admire. Reading biographies of leaders is also something I find 
helpful.

Where are you the happiest?

Mohamed Izam: The words I’m looking at are peaceful and 
serene. I find them when I’m in mosques and being around my 
family.

If your 15 years old sees you today what would he 
say?

Mohamed Izam: He would say “ Alhamdulillah. I am proud of 
you for the journey of self-transformation you went through 
and the careers you have undertaken.”

In a few sentences describe your 65 years old.

Mohamed Izam: When I am 65, I will continue spending time 
reading religious books for self-enrichment and attending 
programmes, which will bring me closer to Allah.

Any disappointment in life?

Mohamed Izam: We won’t be human if we don’t experience 
disappointments, would we? InsyaAllah, I take on all 
disappointments as learning experiences for me to be what I am 
today.



Pause for Thought
SHARI’A SCHOLARS VERSUS 
ISLAMIC ECONOMISTS

PAUSE FOR 
THOUGHT
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With the rise of Islamic banking and finance (IBF), tension between different 
stakeholders in the industry is also becoming more and more visible. Although the 
use of Islamic financial services is gaining popularity, intelligentsia is also becoming 
increasingly critical of the industry that is deemed as merely mimicking conventional 
financial products. Two important stakeholders, namely Shari’a scholars and Islamic 
economists, are up in arms arguing against each other’s roles in IBF. While the old 
generations of the two groups remain respectful to each other, younger members of 
the two groups have started to openly show mutual contempt. 

Shari’a scholars take on the view that Islamic economists lack the required 
understandings of Islamic jurisprudence and, hence, lodged undue criticism on Islamic 
financial products. Islamic economists, on the other hand, opine that Shari’a scholars 
fail to take into account the bigger picture when coming up with their pronouncements 
on individual transactions. Consequently, there is growing confusion over the future 
of IBF. The likes of Volker Nienhaus believes that Shari’a scholars are engaged in 
conventionalisation of Islamic finance, whereas Shari’a scholars continue to contend 
that they are providing valuable services to Islamise conventional financial services.   

There is no doubt that IBF provides Shari’a-compliant alternatives to conventional 
financial services. However, it must also be recognised that IBF, the way it is currently 
being practiced, provides no alternative to conventional financial system. IBF is at 
best a sub-set of conventional finance, and has no distinctly different economic value 
proposition. 

In this sense, what Islamic banking is to conventional banking is therefore no more than what an Islamic mobile phone is to an ordinarily 
mobile phone. Here, an Islamic mobile phone is associated with a mobile phone that provides access to certain apps that help enhance 
an Islamic lifestyle such as azan apps, online Quran, and a compass showing direction of qibla, etc. The operating systems of Islamic 
mobile phones remain the same, i.e., iOS or Android. Similarly, Islamic banks are based on the same core banking systems as used by 
conventional banks, albeit tweaked to accommodate Islamic financial contracts and transactions.

There is a danger that IBF may loose its significance once it matures. Conventionalisation of Islamic finance is self-destructive. Once the 
market fails to differentiate Islamic financial products from their conventional counterparts on purely economic grounds, IBF will loose 
its significance, as much as the so-called cola products (e.g., Qibla Cola) failed vis-à-vis the likes of Coca Cola and Pepsi Cola.  

In the battle of thoughts, Shari’a scholars are nevertheless gradually gaining solid ground, while Islamic economists continue to retreat. 
While the likes of Sheikh Taqi Usmani, Sheikh Nedham Yaqubi and Sheikh Abdul Sattar Abu Ghuddah have extended their influence in 
IBF, the older generation of Islamic economists (e.g., Dr. Umer Chapra, Professor Nejaullah Siddiqi, Dr. Monzer Kahf and the Malaysian 
Islamic economists) have become disengaged with the Islamic financial services industry. Those Islamic economists who are still engaged 
with the industry are deemed more like Shari’a scholars than Islamic economists. The best example representing such Islamic economists 
is that of Dr. Mohamed Elgari who despite being an economist is more recognised as a Shari’a scholar. 

Given the central role that Shari’a plays in IBF, there is a need to change the nomenclature. The likes of Dr. Mohamed Elgari (and the 
writer himself) should be regarded as Shari’a economists, while Muslim economists specialised in the theoretical aspects of economies 
of the Muslim countries should continue to be known as Islamic economists. Shari’a economists would be in a better position to work 
on policy formulation for IBF. At present, Islamic economists play only a marginal role in devising regulatory frameworks and policy 
formulation for IBF as an industry. 

Notwithstanding the existence Islamic financial infrastructure such as of Accounting and Auditing Organisation for Islamic Financial 
Institutions (AAOIFI), Islamic Financial Services Board (IFSB), General Council for Islamic Banks and Financial Institutions (CIBAFI) and 
International Islamic Financial Market (IIFM), there is a need to set up a specialised centre or institute for Islamic financial policy. This 
centre could either be based within an existing body (e.g., Islamic Research & Training Institute (IRTI), International Shariah Research 
Academy for Islamic Finance (ISRA), and the World Bank Global Islamic Finance Development Centre) or a completely new institution. 
A main focus of the proposed centre or institute should be the formulation of Islamic financial policy on a macro level. It should also work 
as a global think tank specialising in sophisticated quantitative applied research in Islamic economics, banking and finance.

The existing intellectual infrastructure for IBF has failed to focus on applied Islamic financial research. The likes of International Centre 
for Education in Islamic Finance (INCEIF) and Qatar Faculty of Islamic Studies have yet to come up with credible research in this respect, 
despite having spent huge sums of money. This is either because of the failure in recognising such need or simply due to mediocrity of 
human resources. Decision makers in such organisations must review the extent they have succeeded in achieving their stated goals 
and/or excluding from their agendas important aspects of research and development.         

Professor Humayon Dar



UN High Level Panel Member on
WOMEN ECONOMIC EMPOWERMENT

FIZA FARHAN

INTERVIEW
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There is a lot of talk about marginalisation 
of women in businesses and in fact there is 
a renewed interest in feminist economics 

lately. What is your take on the subject? 

Fiza Farhan: Marginalization of women in businesses is not a talk 
anymore but a fact established by a variety of recent research 
by business, psychology and sociology scholars confirming that 
women across the world are marginalised at work place and 
presented with much lower opportunities, financial rewards, 
decision making capacities than their male counterparts with 
the same potential. In the real world, 90% of women leave 
middle management to senior management roles to instead 
stay at home for child care or parental care, simply because 
the rewards are not significant enough. In a recent report by 
McKinsey, a research conducted on 60 leading corporations 
concluded that around 325,000 women entered the work 
place at entry-level positions, out of which only 150,000 made 
it to middle management positions and only 7,000 made it to 
vice-president, senior-president or CEO positions. The facts 
speak for themselves! It is about time, that large corporations 
and businesses understand the critical nexus between gender 
equality and business returns. Companies that focus on gender 
equality consciously through their organisational culture and 
promote women leadership in positions of senior management 
and decision making, are said to achieve 37% higher ROE 
than their counterparts who do not. There is a “Business Case 
Towards Gender Equality” and the same must be advocated and 
accepted by the business sectors in today’s world. 

Is feminist economics anti-men? To put it 
differently, are men responsible for gender 
inequalities in businesses and employment or 

there is a wider historical explanation for this?

Fiza Farhan: In my opinion, the problem lies in the innate 
definition of the roles of men and women in culture, society 
and religion and the adaptation of the same to the modern day 
scenario. I personally believe that the blame cannot be put on 
the men alone and women have an equal share of the same. The 
problem arises when the women are themselves confused of the 
different roles they are to uptake (or choose from) in society; 
being a professional, a wife, a mother, a daughter, a daughter-
in-law, there are so many roles that society and culture bestow 
upon a woman as she grows up. However, it is for the woman 
to decide which roles she wants to choose to define herself 
with and then give her best to them. The problem arises when 
the woman herself, chooses to be a “super women” and tries to 
juggle between all these roles, without any coping strategies. 
This unnatural juggling results in her exhausting all her faculties 
and giving up on some of the roles with time. That of course is 
usually the professional hat! Women themselves must realize 
that if they are to pursue success in one defining role, they need 
to adopt “coping strategies” for other roles they are “expected” 
to perform. For me, it is a matter of personal choice and the 
management of expectations from society versus what the 
individual wants to achieve in their lives. Pursuit of your inner 

desires of success results in contentment, and only a content 
individual can be a good mother, wife, daughter or any other role 
that we surround ourselves with. My idea of feminist economics 
is not to blame the men, but instead urge the women to take 
ownership of their lives. 

In a country like Pakistan, your country of origin 
and residence, what challenges do women face 
in economy and society?

Fiza Farhan: Pakistan is a land of opportunity for both men 
and women. However, there are many problems in the system 
that need to be addressed to support women to grow towards 
their deserving potential. Firstly, the mind-sets and the cultural 
norms need to be addressed whereby a woman’s ultimate 
goal in life is to get married and secure an excellent well-to-
do match for herself. This conservative mind-set needs to 
be changed from the initial childhood learning and the “role 
defining” within the household environment at an early age. 
Secondly, the Government needs to focus on women-centric 
infrastructure development, including working women hostels, 
safe transportation for women, subsidized child care centres 
etc. to provide the women especially those travelling from rural 
or peri-urban areas a safe environment to grow and lastly the 
women themselves need to take responsibility of their lives. I 
truly believe that when a woman decides to achieve something in 
life, there is nothing that can stop her. We have fantastic success 
stories of women from across the country, arising from diverse 
backgrounds who have pursued their passions and fulfilled their 
goals despite the social, cultural, economic barriers that stood 
in their way. Some dear friends like Muniba Mazari, Samina 
Baig, Sharmeen Obaid Chinoy shine on this list, in addition to 
the thousands of rural women especially in Punjab who are the 
sole bread earners of their family through home-based or field-
based work. 

Women need to have the 
skin of a crocodile in order to 
climb up to the top in sectors 
where there are very few of us 
surviving at the top.
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You are a successful businesswoman, with 
worldwide recognition as you were listed 
in the Forbes 30 Under 30 and have also 

been appointed on the UN Panel for Women 
Empowerment. Would you like to share with us 
what opportunities await smart and intelligent 
women in business and finance?

Fiza Farhan: There are many opportunities for smart and 
intelligent women not only in business and finance but also in 
development and creative sectors. Many large corporations 
of Pakistan including Coca Cola, Pepsi and Nestle have signed 
the UN Global Compact’s Women Empowerment Principles, 
which means they will consciously work towards including high-
potential women in their middle and senior level management, 
investing in their trainings and professional upbringing. The 
global scenario is now changing; it is potential and passion that is 
valued irrespective of your gender. For me, I feel being a young 
woman professional working in highly male-dominated sectors 
is actually a strength rather than a weakness, simply because 
there are very few of us (women) at the top. Maybe I am prone 
to finding an opportunity within every challenge and perhaps 
that is my core strength. All I see around myself is a world of 
opportunity, with every challenge leading to a new prospect and 
every problem presenting a unique solution. 

What is your take on faith-based banking 
and finance? Through ISFIRE we have 
championed the case for women 

empowerment through Islamic banking and 
finance. As someone from outside the Islamic 
financial services industry, what would you 
suggest for Islamic banking and finance to 
increase women participation.

Fiza Farhan: The role that ISFIRE has played in championing 
the case for women empowerment through Islamic banking 
and finance is commendable! I would certainly suggest for 
conventional banking systems as well as Islamic banking 
systems, to take up the issue of financial inclusion of women and 

create customised products and services that incentivise rural 
and un-banked women to join the financial sector and create 
economic value for themselves and their families. Historically, 
in the industry of micro financing, it is an established fact that 
the social and economic returns on a loan provided to the female 
member of the family are much higher as the woman deploys are 
economic gains not only to further her socio-economic status 
but that of her family, other women and the entire community. 

Who do you consider as the greatest 
female role model for the 
contemporary women? Who inspired 

you the most?

Fiza Farhan: Every human being is bestowed with some natural 
potential and talent. For me, all those individuals who commit to 
unleashing this natural talent and faculty within themselves and 
achieve their goals towards success and the life they deserve to 

When a woman decides to 
achieve something in life, 
there is nothing that can stop 
her.
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live are worthy of inspiration. Talking particularly about women, 
I have a long list of women who inspire me, from Margaret 
Thatcher to Oprah Winfrey to Indra Nooyi to Priyanko 
Chopra; women who arose from nothing and fought all social, 
economic and cultural barriers to fulfil the burning desire and 
passion within themselves and create a global recognition for 
themselves with their hard work, unwavering commitment and 
most importantly their belief in themselves and in their purpose 
of existence.

Success without man! Do you believe in a 
notion of success for women independent of 
men?

Fiza Farhan: Of course! However, at the end of the day human 
beings are social animals, and we delve in our relationships, and 
the system of love, care and support around us. There is no doubt 
that a healthy and supportive relationship with your spouse and 
family is the most essential ingredient to success and to a happy 
and peaceful life. This principle works for both genders, men 
and women. It is not to say, that success cannot be achieved by 
an individual independent of these social caring nets around, 
however the presence of a loving family, an understanding and 
supporting network of friends, family and loved ones around 
you help fuel the passion further with positive energy towards 
an escalated growth towards success.

How much of your success would you 
attribute to luck, your family and other 
factors? Is it sufficient for someone 

to be lucky to be successful? Is success path-
dependent?

Fiza Farhan: Luck for me is created by working hard towards 
what you want, luck is directly proportional to hard work! 
When you commit yourself towards your goals and consistently 
work hard towards their pursuit, the entire forces of the 
universe converge towards creating the right environment 
and circumstances for you to achieve your goals. To some that 
appears to be “luck” but for me, it is your own hard work that has 
conspired with the universe to bring all the “luck” towards you. 
Success is a combination of multiple ingredients, with passion 
and hard work being the critical ingredients, luck is what enables 
the multiplier effect! 

In Islamic banking and finance, we have a 
number of successful women CEOs, with the 
likes of Raja Teh Maimunah (CEO of Hong 

Leong Islamic Bank, Malaysia), Stella Cox (CEO 
and Managing Director of DDCAP) and Fatima 
Qasimi (CEO of Aseel Islamic Finance). Why in 

your view women are less represented in the 
conventional banking and finance?

Fiza Farhan: I feel women are less represented in conventional 
banking and finance, because of the conservative views of the 
roles of working women in more conventional sectors like the 
service industry, marketing, creative arts or development 
whereby there is an added element of creativity, human insight, 
customer interaction and thoughtfulness; while the hard-
core banking and profitability nexus is usually considered a 
“male” territory.  Again, while this view needs to be changed 
with multiple factors including global research to align with 
the fact that gender equality means business profitability as 
presented in a recent report by McKinsey, sharing case studies 
of successful women in non-conventional sectors including 
banking, energy, technology etc. and the instigation of interest 
in women themselves to pursue “un-conventional” careers 
are rise to the top considering their limited presence to be a 
strength rather than a weakness. A fellow high level panellist 
and a global leader in the financial industry, Christine Lagarde 
Managing Director IMF is the best example that comes to mind 
and she says; “Women need to have the skin of a crocodile in 
order to climb up to the top in sector where there are very few 
of us surviving at the top.”

Principle or strategy? What would you 
prefer?

Fiza Farhan: Both! Strategy without principles is 
unsound and unsustainable while principles without strategy 
are not action driven. 

Where would you like to see yourself in 
next 5 years?

Fiza Farhan: Perhaps on the cover of Times 100 
most influential people! (with a smile)

What would be your message to the 
young women who aspire to be 
successful but are not as lucky and 

blessed as you are?

Fiza Farhan: While I have already defined my perspective on 
“luck”, my message to the young women out there is: Being a 
woman is more of a strength, rather than a weakness, only if you 
believe in it. Unchain yourself from the self and society-created 
limitations, explore your true existence and power as a woman, 
and you will experience the most beautiful life of success you 
deserve to live. Do justice to the potential of the woman within 
you; as you owe this to yourself and the world you live in!!!
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INTRODUCTION
There are only a few books in English language, which have 
significantly influenced thought process in Islamic banking and 
finance (IBF)1 . Vogel and Hayes (1998) was perhaps the first 
authoritative account of relevance of Islamic law to the modern 
financial transactions. Written by two Harvard professors, the 
book remained the most cited reference book in IBF for a long 
time. Usmani (2002) introduced Islamic nominate contracts in a 
style that made it popular amongst practitioners of banking and 
finance. El Gamal (2006), however, is the most credible critical 
account of IBF. The terms like Shari’a arbitrage have become 
popular primarily due to this important book. While the book 
has influenced minds of a new generation of academicians, its 
author has since then been ostracised in the Islamic financial 
services industry. 

Shariah Minds in Islamic Finance by Datuk Dr Mohd Daud Bakar 
(2016) is expected to reverse many elements of thought process 
initiated by Islamic economists, in general, and El Gamal (2006), 
in particular. It is a very well thought and ably articulated account 
of Shari’a advisory function in IBF. The author is a Shari’a scholar 
of international repute, with extensive engagements as Shari’a 
advisor with the institutions around the globe. Lucidly written, 
the book must benefit almost everyone who has an interest 
in IBF. This is of particular use to those interested in Shari’a 
advisory as a profession, as well as a critique.

GENERAL REMARKS
The main focus of the book is Shari’a mind, as the title suggests. 
How it works, gathers information, processes it, and analyses 
it to make decisions? Essentially, the book explains juristic 
thought process in matters related with banking and finance. 
Shari’a mind however it may seem flexible is yet bound by a well-
defined juristic framework that is based on a set of universally 
recognised principles. These principles, called usul al-fiqh or 
Islamic legal theories, govern the Shari’a mind.

Are Shari’a minds perfect? In other words, is it always the case 
that Shari’a scholars would make correct decisions? Or more 
bluntly, can Shari’a scholars make mistakes? The author argues 
that contemporary Shari’a scholars employ collectivism in 
their rulings, which was not possible in the past, and hence it 
improves the quality of arguments and decision-making as they 
can check with one another on real time basis. This conclusion 
may stem from the Prophetic tradition that states, “la tajtami’o 
ummati ‘ala al-dhalaal” (i.e., “My People cannot collectively agree 
on the wrong.”) The collectivism does not imply that there would 
not be any difference of opinion. This only implies that there is 
a possibility of a spectrum of opinions on a given issue, without 
necessarily categorising these into right or wrong, even if they 
happen to be conflicting. This equally means that the opinions of 
Shari’a scholars are not absolutely definitive.

The evidence of perfection of Shari’a minds is in the fact that 
there has been no Black Swans in Shari’a advisory, which 
the author alluded to it on page (206-208 ). One event – the 
proclamation of Sheikh Taqi Usmani in 2007 of about 85% sukuk 
issued at that time not being in compliance with Shari’a – could 
have turned into a Black Swan, but Shari’a fraternity managed 
it well, without the industry incurring huge losses. Given the 
role of the powerful institutions like AAOIFI (Accounting and 
Auditing Organisation for Islamic Financial Institutions), the 
industry has effective self-correcting mechanisms.

This also implies while there are a handful Shari’a scholars who 
possess great influence in the industry, no individual scholar has 
a veto power – there is no Pope in Islamic finance.

A reader will be persuaded to believe that every thing is honky 
dory in the minds of Shari’a scholars until towards the end of the 
first half of the book (Chapter 7), when the writer discusses the 
effect of value judgements on the juristic thinking.  

Are Shari’a minds as unique as the author claims? The answer 
lies in the discussion furnished in Chapters 6 and 7. Because 
of the collectivistic approach adopted by Shari’a scholars 
giving them  a perfect chance to  assess each other’s views 

1. Three books need special attention in this respect: 
(1) Vogel, F. and Hayes, S. (1998) Islamic Law and Finance: Risk, Return and Religion, published by Kluwer Law International, ISBN 9789041106247; 
(2) Usmani, M. T. (2002) An Introduction to Islamic Finance, published by Kluwer Law International, ISBN 9041116192; and 
(3) El Gamal, M. A. (2006) Islamic Finance: Law, Economics and Practice, published by Cambridge University Press, ISBN 9780521864145.
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and opinions before dispensing a collective fatwa (and even a 
Shari’a Standard), their thought process happens to be mutually 
refined, which is quite distinct from other professionals who 
may adopt an individualistic approach. This claim, however, is 
subject to debate, as other professions (like accounting, law and 
economics, to name a few) have also well-defined methodologies 
and frameworks that restrict an individualistic approach.  

There are some statements in the book that may seem like 
mere attempts to dignify Shari’a scholars2 . However, they are 
quickly qualified by some other statements3  to ensure that the 
arguments remain as objective as possible. Having said that, 
the author vehemently defends the turf of Shari’a scholars 
by asserting that only Shari’a scholars have the required pre-
requisite skills to authentically and conclusively interpret Shari’a. 

The book is also a primer for young scholars on how to master 
the art of Shari’a advisory. The book should be read with the 
caution that it analyses juristic decision-making in the context of 
banking and finance, and it must be kept in mind that the thinking 
process of other scholars who are not involved in banking and 
finance may work differently. 

The book deliberately does not go into technical details of 
the Islamic financial products, and it appears as if the author 
was mindful of the fact that he has entered into many Shari’a 
advisory contracts with the financial institutions he advises, 
and which may prevent him disclosing a lot of information 
through confidentiality clauses. Nevertheless, he has managed 
to articulate his points in a manner that still makes sense. 
However, careful reading of the book reveals that the strength 
of the arguments made in the book lies in the generality of the 
discussion. When specific issues are discussed in technical 
details, the tension in the Shari’a minds gets revealed. Author’s 
categorisation of left-brained and right-brained modes of 
thinking reflects this tension. 

Shari’a mind seems to be contextual. It works only in the context 
of banking and finance, and more importantly for the benefit 
of Islamic banks and financial institutions, without necessarily 
considering society at large.

Whether this is intended or not on part of the author, a critic 
does not help get an impression that Shari’a minds are fully 
engaged with the Islamic financial institutions that employ them 
to offer Shari’a solutions. The social and wider economic impact 
of their rulings feature only marginally in their minds. This 
impression gets substantiated when the reader tries to evaluate 
the discussion on kafala for a fee and tawarruq (pages 149-53). 
However, the author clarifies this impression in Chapter 8.

After reading the whole book, one identifies two groups of 
people who may upset a Shari’a mind: unfavourably reporting 
journalists and Islamic economists. While frustration with the 
journalists is plausible, the friction with the Islamic economists 

needs clarification (discussed below).

The book will disappoint those who are looking for detailed 
Shari’a solutions and how Shari’a scholars may come up with 
their approval or disapproval of certain aspects of product 
development and structuring. The readers influenced by juristic 
thinking in South Asia (primarily hanafi school of thought) may 
also remain unimpressed by the arguments in support of some 
practices (e.g., organised tawarruq).

CRITICAL ANALYSIS
Beautifully written in a friendly tone, the book may nevertheless 
not please every Islamic economist4  (referred as Muslim 
economists in the book). The Islamic economists who are 
not particularly strong in Shari’a matters may not be able to 
appreciate the arguments the author makes in favour of the 
fatwa-driven Islamic financial services industry. 

2. “Only Shari’a scholars can critically and constructively analyse the relevant Shari’a issues, and construct the Shari’a resolutions, based on their collective interpretation 
and reasoning” (p.80).
3.  “This chapter is not about highlighting the scholars’ capabilities, neither is it about the inadequacy of other stakeholders to assume the role of providing authentic Shari’a 
guidance in all aspects” (p. 95).
4. Economists, Islamic economists included, are known for self-demeaning with the statements like, “Economists possess their full share of the common ability to invert 
and commit errors… Perhaps their most common error is to believe other economists” (George Stigler). They may find the language of the book a bit of self-dignifying on 
behalf of Shari’a scholars. 
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TENSION BETWEEN ISLAMIC ECONOMISTS AND 
SHARI’A SCHOLARS
The tension between Shari’a scholars and Islamic economists 
lies in the debate over ‘Ilal al-ahkam versus maqasid al-Shari’a 
(the higher objectives of Shari’a)5 . The Shari’a scholars tend to 
make decisions in light of the underlying reasons behind the 
well-established commandments; while Islamic economists 
tend to emphasise upon the higher objectives of Shari’a. In 
other words, the former have a micro (transactional) focus while 
the latter have a macro view on Islamic banking and finance. It 
is nevertheless unfortunate that micro analysis (as adopted 
by Shari’a scholars) may not necessarily be consistent with 
the macro approach adopted by Islamic economists. Given 
this inconsistency, there is some problem somewhere. The 
author, being a Shari’a scholar, has identified some problems 
in the economic analysis of jurisprudence. He believes, “the 
fundamental assumptions that form the basis of the Muslim 
economists’ perceptions are flawed and unfounded from a 
technical [Shari’a] viewpoint” (p. 183). He questions the Islamic 
economists’ claim of supremacy of that equity-based financing 
over debt-based financing, and asserts that it is just a claim 
without any textual evidence or even any Shari’a maxims or 
citations from the body of historical Islamic literature.

This is true that even economic theory does not unambiguously 
prefer equity over debt (or a share contract over a fixed-return 

contract). However, a historian of Islamic economic thought may 
disagree by claiming that in the early history of Islam there was 
only one form of Shari’a-compliant pure financing in the form of 
mudaraba6 , in addition to gratuitous loans in the form of qard 
hasan. The likes of bai’ mua’jjal, salam and istisna’ were not used 
as pure-financing tools; rather they were used as part of routine 
business activities – an example of embedded financing.     

It seems as if Islamic economists find it intellectually challenging 
to see embedded-financing function of trade contracts to 
graduate as pure-financing tools. The author is perhaps right 
in his claim that Islamic economists have failed to empirically 
establish supremacy of equity-based financing over debt-based 
financing. 

The author emphasises upon the role of sociology and 
anthropology in the process of issuance of fatwas. However, 
there is little recognition of relevance of economics in juristic 
decision-making. It is perhaps because of the failure of 
contemporary Islamic economists to impress Shari’a scholars 
sufficiently to take them seriously. However, economic analysis 
of jurisprudence may not be entirely irrelevant. The case of 
pricing of pollen (discussed on pages 80-82) can be used to 
elaborate this point. 

Trees and plants produce pollen and beekeepers benefit from 
it as their bees collect pollen from the neighbouring plants and 
trees even though they (beekeepers) may neither own the land 
nor the trees. The author refers to Ibn Taymiyya’s juristic reason 
behind his opinion of non-acceptance of pricing of pollen .

While Ibn Taimiyya’s economic thoughts are widely respected 
in the circle of Islamic economists, it seems as if most of them 
would disagree to his position on the pricing of pollen. The 
economics of public choice (or public economics) has well-
developed theories on pricing of externalities (both negative 
and positive), which are used, for example, for determination 
of taxes. In the absence of any conclusive Shari’a guidance on 
the issue of pricing of pollen (as Ibn Taymiyya deemed at the 
time of issuance of his opinion), contemporary Shari’a scholars 
can benefit from a simple principle used in public economics to 
decide the case. What expenses would the beekeeper have to 
incur, and willing to incur, if he was prevented from benefitting 
from the pollen? Similarly, what expenses the tree-owner would 
have to incur, and willing to incur, to prevent the bees suck 
pollen from his trees? The difference between the two should 
determine the price of pollen. If the former is greater than the 
latter, the pollen should be priced; if not, there is no need for the 
pollen pricing.

CONCLUSION
Shariah Minds in Islamic Finance is a significant contribution 
to not only Shari’a advisory but to the whole Islamic financial 
services industry. This book will go a long way to influence 
thought process in Islamic banking and finance.    

5. ‘illa (plural ‘ilal) means (underlying) reason behind a commandment (prohibition or prescription).  
6.  One may argue that musharaka and mudaraba were merely two forms of doing business, in addition to sole proprietorships and family businesses. Mudaraba can also be 
construed as a financing tool.
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Introduction:
Islamic Bankers Association (IBA) is a new international industry representative body for practitioners of  Islamic 
banking and finance. It is officially incorporated in United Kingdom, with its registered office in London. The IBA 
membership is open to individuals and corporates, and aims to become the largest industry representative body for 
Islamic banking and finance in the world.

Membership categories include:
Corporate Membership: For all Islamic banks and the institutions offering Islamic financial services – IIFS (Annual 
Fee: £3,500)

Associate Corporate Membership: For all businesses that offer their services to Islamic banks and IIFS (Annual Fee: 
£5,000)

Individual Membership: For all the employees of  Islamic banks and IIFS, with work experience of  a period of  five 
years or more (Annual Fee: £100) 

Young Professional Membership: For all the employees of  Islamic banks and IIFS, with work experience of  a 
period of  less than five years (Annual Fee: £50)

Associate Individual Membership: For any professional whose application is endorsed by at least one existing 
member of  IBA (Annual Fee: £100)

If  interested in becoming a member, please get in touch with Khuram Shehzad on:
+44 (0) 20 3617 1089 or kshehzad@edbizconsulting.com

Islamic Bankers Association is a non-profit organisation, registered in England and Wales as a company limited by guarantee, and 
does not offer any financial products and as such is not regulated by Financial Conduct Authority.





“Edbiz Corporation is pleased to announce GIFA Million Dollar 
Campaign to set up an Islamic Finance Scholarship Programme to 
support studies and research in Islamic banking and finance“  GIFA@edbizconsulting.com

  www.edbizconsulting.com

GIFA 
MILLION 
DOLLAR
CAMPAIGN

GIFA 
MILLION 
DOLLAR
CAMPAIGN



SMS "Save" to 4248





Details of the legal and regulatory status of the Volaw Group’s members may be found at www.volaw.com

37 Esplanade,  
St Helier, Jersey JE1 2TR,
Channel Islands.
Tel: +44 (0)1534 500400  
Fax: +44 (0)1534 500450  
mail@volaw.com

www.volaw.com

Volaw Group have created a strong reputation in developing 
and managing innovative financial structures including complex 
commercial transactions using Jersey entities.

Private Wealth Management – establishment and administration of 
trusts, foundations and companies as either conventional or Shari’a-
compliant vehicles for the preservation and enhancement of family 
wealth.
 
Funds and Capital Markets – conventional and Shari’a-compliant real 
estate and private equity funds, securitisation and Sukuk structures, 
listing of securities and specialist investment structures.
 
To see how over 30 years of experience and award-winning expertise in 
Islamic finance can make all the difference, contact one of our experts 
today:

VOLAW GROUP
Trevor Norman – tnorman@volaw.com or
Matthew Christensen – mchristensen@volaw.com

Volaw Group: 
30 years 

experience and 
expertise in 

Islamic Finance


