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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
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I am delighted to have brought this issue of ISFIRE to print well in time for distribution at our 
second Islamic Retail Banking Awards to be held on November 28 at Dubai. ISFIRE is one of our 
three platforms to disseminate Islamic financial intelligence, the other two being Global Islamic 
Finance Report and Islamic Wealth Management Report.

Hailed as the HBR of Islamic Finance, the current issue of ISFIRE completes our five years 
in publication. Over the past five years, we have published exclusive interviews  of some of 
the most influential personalities in Islamic banking and finance (IBF). We take pride in our 
cover stories that are carefully selected to ensure quality, innovation of thought, and true 
representation of the Islamic financial services industry. 

This issue’s cover story is on Raqaba, a Shari’a advisory and audit firm, under the dynamic 
leadership of Dr AbdulBari Mashal who shares with us his thoughts on the importance of Shari’a 
audit to ensure the authenticity of IBF. His interview is timely as it coincides with the publication 
of the External Shari’a Audit Report, jointly produced by the International Shari’ah Research 
Academy for Islamic Finance (ISRA) and the UK Islamic Finance Council (UKIFC). The next issue 
of ISFIRE will include a comprehensive review of this report. 

We have always brought a diverse range of perspectives from thought leaders and practitioners 
on matters related to IBF. This issue includes an exclusive interview with Baba Yunus Muhammad, 
Founder of Africa Islamic Economic Foundation. Africa is expected to be an interesting frontline 
in the next phase of growth in IBF. Baba Yunus Muhammad shares his views on what must be 
done to develop IBF in Africa. We believe that Africa will provide the required impetus to bring 
concerns with human development to the forefront of debate on IBF. Islamic microfinance is 
also expected to receive a boost with the increased share of Africa in the global Islamic financial 
assets. 

The issue includes a scholarly article written by the likes of Dr Hylmun Izhar on the jurisprudence 
of contracts. Other pieces are on blockchain currency and Fintech. As India is opening up to 
Islamic finance, we decided to include an article on the prospects and challenges for IBF in a 
non-Muslim country where Muslim population is greater in number than many Muslim majority 
countries.

ISFIRE Report in this issue contains a detailed account of Global Islamic Finance Awards 2016, 
held at Jakarta on September 29, 2016, where the Global Islamic Finance Leadership Award 
2016  was conferred to His Excellency Joko Widodo, President of Indonesia, making him the 
6th GIFA Laureate.      

Muhammad Kashif, COO of East Africa Bank, is our Personality of the issue. He joins a 
distinguished faculty of ISFIRE Personalities comprising CEOs of Islamic financial institutions 
and other C-level leaders in IBF. He is the third ISFIRE Personality from Africa and the first one 
from Djibouti. 

Beginning from this issue, we shall have a regular column on St. Barbarossa’s Memoirs to 
document wider issues and challenges facing Muslims. This is a “light” addition to our regular 
features, and we hope that our readers will find it interesting. 

We continue with the Standardisation of Notation in Islamic Economics, Banking and Finance, 
following the publication of our Note 1 on murabaha. This issue reproduces Note 1 with some 
amendments, after we received some excellent feedback from our readers. This issue includes 
our Note 2 on salam, on which we shall await feedback from our readers. 

I trust that our readers will find this issue of ISFIRE full of useful information, relevant to their 
personal tastes and professional careers. 

Note from the 
EDITOR-IN-CHIEF

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

EDITORIAL
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“Here at Raqaba, 
we eMPHaSISe 

ON THe 
IMPORTaNCe 

of merging technical and 
Shari’a specialisation”

Having recognised as the “Best Shari’a Audit Firm of the Year 2016” at the recent Global Islamic 
Finance Awards (GIFA), Raqaba has truly made its mark on the global scale. In an exclusive 
interview with Dr. Abdulbari Mashal, Chairman of Raqaba, ISFIRE delves further into the future 
of Raqaba and the man behind the company’s.

ISFIRE has a global distribution and our readers 
come from all over the world. Please tell us 
about Raqaba and its services. Who came up 

with the idea of setting up Raqaba and why?
Raqaba is a limited liability company, registered in the United 
Kingdom and consists of independent member’s network 
in Kuwait, Syria, Lebanon, Tunisia and the US. Raqaba was 
established 9 years ago on 22 October 2007. The setting up 
of Raqaba was a direct result of my extensive experience in 
the areas of Shari’a audit and Islamic financial consultations. 

Today, Raqaba is a leading company that delivers, based on 
deep knowledge, a comprehensive integrated advisory services 
to Islamic banks and financial institutions and their related 
institutions. Our services include external and internal Shari’a 
audit, institutional governance, zakah, Shari’a Supervisory 
Boards (SSBs), structuring and development of Islamic bonds 
(sukuk) and other Islamic financial products, establishment 
and transforming financial institutions into Islamic ones, 
development of policies and procedures of products and 
processes, assistance in the design of and implementing 
systems that are in compliance with the Islamic laws and 
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regulations (Shari’a), development of policies and procedures 
of internal Shari’a  audit, foundation and management of 
Shari’a  Supervisory Boards (SSBs) and internal Shari’a  audit 
sections, monitoring and reviewing  Shari’a  quality control 
systems, Islamic commercial arbitration, Shari’a-compliant 
equity investment index, and organising seminars and 
conferences including professional training and courses. 

Raqaba’s comprehensive range of advisory services coupled 
with deep understanding of the business have been recognised 
during the recent Global Islamic Finance Awards (GIFA) 2016 
where Raqaba received the award of excellence in Islamic 
finance as “The Best Shari’a Audit Firm of the Year 2016” at 
the prestigious awards ceremony held in Jakarta, Indonesia.

Prior to the establishment of Raqaba, I had worked with Al-
Rajhi Bank in Saudi Arabia from 1994 until 2003, where I 
took the positions as Senior Shari’a Consultant and Director 
of Shari’a Supervision Department. In 2003, I moved to Bait 
Al Mashura Financial Consultations Company. As to how the 
name Raqaba came about, I have an anecdote about choosing 
the name. I had initially chosen another name for my company 
but was a bit hesitant at first. While still toying with the idea, I 
was surprised to learn that a friend of mine had established his 
company with the same name I originally had in mind. Upon 
learning this, I immediately said Alhamdulillah, and was later 
guided by Allah swt to choose Raqaba. The perfect name!

The global movement of Islamic economics, 
banking and finance has benefitted from 
leadership roles of many Shari’a scholars. 

Who amongst the ‘ulama and Shari’a scholars has 
impressed you in the field of IBF and why?
I had the pleasure of working with many Islamic financial 
pioneers. Amongst them were Sheikh Dr. Abdul Sattar Abu 
Ghuddah, Sheikh Dr. Mohamad Elgari, Sheikh Dr. Abdul-
Rahman Ibn Salih Al-Atram, and many others. Until today I 
still remember the words of Sheikh Dr. Abdul-Rahman Al-
Atram who was a member of the Shari’a Board when I was 
working with Al Rajhi Bank. When someone asked his opinion 
about a certain issue, he would say “and based on it ...”, This 
defines the methodology of Shari’a rulings that are based on 
the opinions and views of the past jurists. The contemporary 
Shari’a analysis is just a continuation of the historical evolution 
of Islamic jurisprudence.

How is Raqaba different from other Shari’a 
advisory and Islamic finance consultancy 
firms?

Raqaba stands out due to its methodology, broad experience, 
and integrated specialist team. We emphasise on the 
importance of merging technical and Shari’a specialisation in 
our team. As a result, Raqaba values are as follows:

Teamwork: We work together, and believe that the best 
solutions come from teamwork with colleagues and clients. 
We believe that effective teamwork requires relationships, 
respect and cooperation.

Leadership: We lead by example. We believe that leadership 
requires courage, vision and integrity.

Excellence: We deliver what we promise and add value 
beyond what is expected. We achieve excellence through 
innovation, knowledge and promptness. We seek facts and 
put them under the spot light.

Give us a snapshot of where Raqaba is today, 
and where do you see it in the next 5 years?

In the field of Shari’a audit and Islamic financial consultations, 
Raqaba has achieved remarkable record of successes among 
its clients; which includes central banks, financial markets 
and leading companies in the fields of banking, insurance, 
finance, investment, industry, telecommunications, oil and 
gas, real estate development, software, education, business 
services, medical services and many other fields, in addition 
to professional international non-profit institutions. So we are 
present in a very wide geographical segment. 

While in the area of professional training and social 
responsibility, Raqaba also achieved outstanding success. We 
have conducted trainings to more than 1,383 trainees from 
different sectors and segments of the society from Tunisia, 
Kuwait, Syria, Lebanon and Yemen since 2010. 

About 655 of our trainees have received professional 
certification accredited by the General Council for Islamic 
Banks and Financial Institutions (CIBAFI) while another 517 
trainees have received certificates of attendance accredited 
by Raqaba and other universities and central banks. 

In addition, in the area of social responsibility; Raqaba have 
contributed to more than 50 specialised scientific researches 
in the area of Islamic finance. In the following years, we look 
forward to:

• Increasing our market share in both the European and 
African continents;

• Enhancing the external Shari’a  audit in the MENA region;

• Providing a package of scientific subjects in Islamic 
finance at the university level and specialised professional 
training; and

• Completing building our global firm (Raqaba Group) by 
working on the franchise, which is similar to what is 
applied by global audits firms.   
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courage, 
vision and 
integrity.



ISLAMIC FINANCE REVIEW  | OCTOBER 2016
COVER
STORY

12

Today, Raqaba is a 
leading company 
that delivers, based 
on deep knowledge, 
comprehensive 
integrated advisory 
services to Islamic banks 
and financial institutions 
and their related 
institutions.

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

around Islamic banking and finance?
Not enough has so far been done to spread awareness of 
Islamic banking and finance amongst masses, professional, 
regulators and governments. As a result, IBF faces and in 
most cases undue criticism. To tackle this, we should work 
to enhance public impression towards IBF through the 
use of all available social media tools and platforms. This is 
especially vital when the public focuses on the general form 
of the transactions or the appearances of IFIs instead of their 
structure and substance. Such lack of proper understanding 
creates negative impression about IBF amongst the public at 
large.

Raqaba received Best Shari’a  Audit Firm 2016 
at the recently concluded Global Islamic 
Finance Awards at Jakarta. President Joko 

Widodo was in attendance. It must have been a 
proud moment for you and the team at Raqaba. 
How would you describe this success?
Without a doubt, commitment coupled with professionalism 
produces result in the short or long term. Receiving this 
international award is an important achievement, which is 
reflective of Raqaba’s global presence. We see this award as 
a reflection of the values we carry in Raqaba, which include 
teamwork, leadership and excellence. I would like to thank 
the Raqaba team for their hard work and painstaking efforts 
they have put in towards achieving quality and excellence on 
the global arena in areas of Shari’a audit and Islamic financial 
consultations.

Would you disagree to the view held 
by many Muslims that IBF has failed 
to achieve its objectives in terms of 

poverty alleviation and contribution to economic 
development? What can be done to make IBF more 
sensitive to the needs of Muslim communities 
around the world?
Most criticisms directed to IBF are represented in the 
following points. First of all, there is a general consensus that 
Islamic finance has failed to fulfil its social goals and has largely 
been disengaged with issues related to poverty alleviation and 
environmental care. Islamic financial institutions must consider 
the welfare responsibilities and religious commitments in 
order to achieve the Islamic economic objectives, including 
social justice, equitable distribution of income and wealth, 
and promoting economic development. Undoubtedly, these 
issues have been discussed and researched extensively at 

many international fora. Many may argue that the failure of 
Islamic finance to achieve its socio-economic development 
goals can be associated with strategic mistakes for IBF in its 
comprehensive perspective including profit and non-profit 
sectors. 

However, I am of a different view. I believe that it is not 
appropriate to classify these as strategic mistakes for 3 simple 
reasons. Firstly, it is the state’s responsibility to look after the 
social welfare of the people and economic development of the 
country. Secondly, Islamic financial institutions are affected 
directly or indirectly by financial and monetary policies of 
the state and therefore, their practices are restricted within 
this context.  Finally, the Islamic banking and finance is a a 
business phenomenon by its nature, which attempt to commit 
itself to Islamic law, keeping away from riba and harm for the 
communities.   

And in order to make IBF more sensitive to the needs of 
Muslim communities around the world, it is very important 
to assess the financial needs of individuals accurately and 
classify it under either daruriyyat, hajiyyat and tahsiniyyat; 
and protect faith (din), soul (nafs) intellect (aql), progeny (nasl), 
and wealth (mal). We must also take into account the order of 
daruriyyat, hajiyyat and tahsiniyyat, according to the maqasid 
of Shari’a. 
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We, at Raqaba, have 
worked with some of 
our clients in the US 
to provide innovative 
products that tackle all 
these compliance issues.

What are your thoughts on the current 
developments in IBF, both in the GCC 
and globally? What challenges IBF 

faces in the countries with conflicts (e.g., Libya, 
Syria and Iraq etc.) and what could be done to 
address these challenges?
With a volatile global financial market and the recent drop in 
oil prices, which have had a major impact on the economies 
of the GCC countries, many of these countries have started 
to review their financial policies. And leading such reforms is 
Saudi Arabia, which have developed a strategic programme 
called “Saudi Vision 2030”. This is a social and economic 
development programme, aimed at reducing the kingdom’s 
reliance on oil and has been touted as the most comprehensive 
economic reform package in Saudi Arabia’s history. 

Taking a cue from Saudi Arabia, the GCC countries 
need to increase their attention to the development of 
Islamic economics sector and halal industries, both within 
macroeconomic and microeconomic perspectives. While  
other Arabic countries are still in conflict right now such as 
Libya, Syria, Iraq and others; we hope they and others restore 
political stability and start taking more significant roles in the 
development of Islamic banking and finance.
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Sheikh, you live in Washington DC. Please 
share with our readers what are the 
prospects of IBF in the USA.

Yes, I moved to North Carolina in the US recently, and we have 
established Raqaba –US, which is a member of Raqaba Group. 
While IBF has made inroads in the US, Islamic finance is mainly 
thriving at a small, local level as a result of interest from local 
Muslim communities. This has prompted financial institutions 
in these communities to offer products that comply with state 
and federal regulations, as well as with Shari’a law. However, 
the number of Islamic financial institutions are limited and 
their asset values are not significant as compared to the 
expected size of the US market. We think that the nature 
of the legal environment and supervisory framework at the 
federal level requires careful study and considerations in order 
to accommodate the increasing demand for Shari’a-compliant 
financial products and at the same time in compliance with 
state and federal law. We, at Raqaba, have worked with some 
of our clients in the US to provide innovative products that 
tackle all these compliance issues.

Sheikh, you are involved in Accounting and 
Auditing Organisation for Islamic Financial 
Institutions (AAOIFI). Please tell us the 

nature of your engagement at AAOIFI and how 
you are contributing to the success of IBF.
Currently, I am a member of AAOIFI Governance and Ethic 
Board (AGEB) for the period 2016 till 2019. AGEB is one of 
the technical boards for AAOIFI and is responsible to carry 
out the development and review of governance standards, 
codes of ethics, and all related materials including guidelines, 
researches and interpretations. AGEB is also responsible for 
general strategies relating to the development and adoption 
of all governance standards and codes of ethics as well 
as convergence with relevant conventional international 
standards. In addition, AGEB in coordination with AAOIFI 
Accounting Board (AAB), is also tasked to formulate strategies 
and standards work programme related to auditing standards. 
I was a member of AAOIFI’s Shari’a Standards Committee as, 
for the period 2007 to 2010.

Please share with the readers a typical day 
of Dr. Abdulbari Mashal. How it starts and 
what are the must have items on your daily 

to-do list?
On a typical day, I start my professional work by browsing the 
latest news and recent development in the Islamic financial 
industry. This is usually followed by supervising the ongoing 
engagements related to audit and Shari’a consultations, 
which also includes participating in scientific discussion in 
specialised forums. Before I end my day, I will always take time 
to supervise the work of my Master’s and PhD students and 
follow-up on their research assignments.

What would be your message to the global 
Islamic financial services community, 
particularly the youth?

There is no shortage of debates on theoretical issues in IBF, 
mostly by academicians and researchers. Ironically, there 
does not seem to be any agreement nor consensus on some 
of these issues despite extensive work that have been done 
on the theoretical aspects of IBF. And perhaps this is the 
problem – issues are only debated based on theory solely! 
More disheartening is that in all cases their perception of the 
issue is not more than 10%. And this is not only in the areas of 
Islamic banking or economics. If a researcher spends his time 
and efforts in studying more practical issues in IBF, I believe 
he will acquire better understanding and knowledge of the 
underlying issues at hand. For example, if a researcher wishes 
to study the issue of “sukuk ijarah muntahya bi altamleek”, 
it is better for him to specialise his study in one area of the 
topic. For example, one may wish to contextualise the sukuk 
ijara muntahya bi altamleek in Malaysia. By doing so, all of us 
will invest time in studying the practicality of the concepts 
and theories and ultimately gaining better understanding of 
the issues at hand rather than wasting time in unproductive 
debates without proper knowledge and understanding.
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ISFIRE has global distribution and our readers 
come from all over the world; please tell us 
about Africa Islamic Economic Foundation and 

its leadership role in promoting Islamic banking 
and finance (IBF) in Africa. 
Thank you very much for the opportunity to share my humble 
views and opinions about Islamic finance and economics with 
readers of your esteemed publication. 

Well, the Africa Islamic Economic Foundation (AFRIEF) as the 
name implies is an independent organization that provides a 
distinctive Islamic perspectives on economic and social issues 
in Africa. It was established in 2013 in the Republic of Ghana 
as an independent Non-Governmental Organization (NGO), 
in direct response to the recommendations of the 1st West 
Africa Islamic Investment Forum, held in Kano, Nigeria in 
2011, which called for the immediate establishment of an 
organization that would foster Islamic finance and economics 
education in Africa. 

The principal work of the organization is to enhance dialogue 
and encourage exchanges and collaboration across the 
thematic areas of Islamic economics and finance, education, 
sustainable development, governance and public health. 
Working in close collaboration with its strategic partners, it 
networks with individuals, Governments, public and private 
sector organizations and supports transformative strategies 
among community stakeholders, anchor institutions, and 
key policymakers in AU and OIC member countries. Its staff 
and associates are currently involved in a wide range of 
projects involving research, training, policy development, and 
community-focused work designed to promote the interest-
free paradigm of economic development in Africa.

The global movement of Islamic economics, 
banking and finance has benefitted from 
leadership roles of the likes of Professor 

Khurshid Ahmed, Dr Umer Chapra, Dr Anas Zarqa 
and Dr Siddique Al-Darir. We believe that your 
personal role in promoting Islamic economics, 
banking and finance in Africa will be seen in the 
history as pioneering as of the above mentioned 
personalities. How did you get involved in Islamic 
banking and finance, and what led you to become 
one of the most formidable advocates of IBF in 
Africa?   
This particular question makes me somehow nostalgic about 
the excitement of the 80s when I lived and worked in London. 
As a young journalist at the time I was inspired and influenced 
by the writings of these great scholars. Contributing to some 

UK based Islamic publications like the Muslim World Book 
Review, Arabia magazine and Afkar Inquiry the writings of 
these great scholars helped me to develop a Muslim analysis 
of economic events and to show how the Muslim approach 
to economic policy was distinct from the approach of the 
liberals, the Marxists and the Third Worldists.

Returning to Africa in the 90s brought me into direct personal 
contact with the socio-economic challenges the continent 
was facing, such as perennial problems of poverty, persistent 
youth unemployment, excessive inequalities of income and 
wealth, high levels of inflation, large macroeconomic and 
budgetary imbalances, exorbitant debt-servicing burdens, 
inadequate and aging public utilities and infrastructure 
and growing food insecurity, which have all combined to 
undermine the development efforts and state-building goals 
of African Governments. This state of perplexity and chaos, 
together with a yearning for a complementary or alternative 
framework for development efforts prompted me to assume 
the role of an advocate of Islamic economics and finance as 
a model for real social and economic development in Africa.

I must however say that taking on this role, which no doubt, 
was initially greater than my proven ability, was done not 
out of sheer arrogance and opportunism but, first, out of a 
deep sense of commitment to make a better understanding 
of Islamic economics and finance in Africa, and secondly, to 
relieve myself of the responsibility, which weighed heavily on 
me as a Muslim intellectual to use my knowledge of Islam and 
understanding of the norms of the African society to plan and 
lay the foundations for a better society.

Africa is the future of IBF. How would you 
react to this statement?

Certainly, Africa is the future of Islamic finance and has the 
potential to become a hub given its population and diversity. 
Also, Africa’s financial market is both deep and wide and 
therefore, I believe, it offers various kinds of opportunities for 
Islamic finance than any other market in the world. 

Concomitant with the fine prospects of Islamic banking in 
Africa is the business case for it in a market with a minimum 
potential of 1 billion people of which 581.89 million are 
Muslims. It is expected that as the phenomenon and market 
education about Islamic finance takes root in African societies 
in the next few years, a large percent of the African population 
would use Islamic finance products when they are introduced 
in their respective countries. Conservative estimates indicate 
that if 70% of African adult Muslims will go for Islamic finance 
products, this would translate into an immediate market of 
about to 200 - 300 million people, which for instance may be 
larger than the entire GCC and European markets combined.
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How is Africa different from other 
continents? Which country, in your 
opinion, can become an agent of change in 

the regional Islamic financial services industry?
Unlike other continents like Asia, the Middle East or Europe, 
the fact that can’t be easily overlooked is that Africa is a 
continent where sentiments based on geographic, class or 
religious affiliation often override macroeconomic necessities 
of policy formulation. In many circumstances genuine efforts 
towards the development of Islamic finance in Africa have 
always raised tensions or aroused suspicions among non-
Muslims of secret Islamization agenda. Thanks to the ongoing 
Islamic finance educational and awareness programs across 
the continent, today these negative perceptions are fast 
giving way to positive appreciation. I am happy to inform you 
on good authority that more and more prominent Africans 
from various faith traditions are now becoming aware of 
the reality and nature of Islamic finance, although some of 
them would have preferred Islamic finance to be tagged as 
interest-free or alternative finance from the onset instead of 
Islamic finance, especially in a religiously sensitive and highly 
sectarian continent. 

In recent years, we have recorded a remarkable growth 
of interest in Islamic finance in several African countries, 
particularly in countries like Ghana, Senegal, Kenya and South 
Africa. But I think, among all the 54 African countries Nigeria 
has all the credentials it takes to become the leading change 
agent in Africa’s Islamic financial services industry. With a 
population of over 170 million people, of which about 70 
percent of them are Muslims, Nigeria no doubt, has the largest 
population of Muslims on the Continent. 

Beyond the population advantage is a robust financial market 
which is full of major players, some of which are among 
the biggest financial institutions on the continent. Nigeria’s 
top banks such as First bank, Zenith bank, Guarantee Trust 
bank, United Bank for Africa, and Access bank are among 
the biggest banks in Africa. Despite Nigeria’s current 
economic challenges and its financial system’s recent policy 
fluidity notwithstanding, the total assets and liabilities of its 
commercial banks was N27.67 trillion in January 2015. (CBN 
Bulletin, 2015). Ja’iz bank, the first fully fledge Islamic bank 
in the country, which started operations in January of 2012 
as a regional Islamic bank is now expanding its network of 
operations from the Northern to the Southern sector of the 
country. In addition, the Nigerian Stock exchange (NSE) is 
the third largest stock market on the continent with about 
80 listed companies and a total market capitalization of about 
N10.16 trillion as of June 28, 2016.  The Gross Domestic 
Product (GDP) of Nigeria was worth 481.07 billion US dollars 
in 2015, representing 0.78 percent of the world economy 
in which agriculture contributed about 36%. (World Bank 
Figures). 

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

around Islamic economics, banking and finance? 
No doubt, one of the most significant transformational 
developments of our era is the technological revolution. 
More specifically, the social media component of it has 
quickly become a key information and networking source for 
the financial sector. It has been effectively used by financial 
institutions and organizations to reach out to the wider 
publics and consumers, and I can see a greater role for the 
social media in Islamic finance. Therefore, Islamic finance 
practitioners and educationalists should embrace the social 
media and utilize it to promote knowledge of the industry 
as well as network with other like-minded Islamic finance 
professionals and economists. 

Financial inclusion is big on the economic 
agenda of almost all the governments in 
Africa. Is IBF ready to play a role in this 

respect? 
Africa has a large unbanked population with some estimates 
suggesting that some 80 percent of the population is 
unbanked. As such, African Governments must not only 
introduce Islamic finance as an alternative financial system 
but as a vibrant financial inclusion program in order to give 
more of those unbanked millions access to basic financial 
services. For instance, Malaysia has made great strides in 
this respect through non-bank savings institutions such as 
Tabung Haji (a mutual society savings institution for pilgrims); 
the Ar-Rahnu Pawnbroking Schemes; Bank Rakyat, the 
interest free Cooperative Bank of Malaysia, 70 percent of 
whose customers are non-Muslim Chinese; SME financing 
and various microfinance initiatives. All these initiatives could 
easily be structured in an African context which would help 
ordinary Africans and the economies of African countries in 
mobilizing additional savings which have been more often 
than not, lost by the conventional mainstream banking sector 
for manifold reasons.

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

(Laughter).

I am very comfortable working in rural African communities, 
contributing my own quota to the eradication of the three 
major African social anathema: Ignorance, Poverty and 
Disease. Frankly speaking, nothing makes me happier than 
this voluntary vocation. 
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Would you disagree to the view held 
by many Muslims that IBF has failed 
to achieve its objectives in terms of 

poverty alleviation and contribution to economic 
development? What can be done to make IBF more 
sensitive to the needs of Muslim communities 
around the world, and especially in Africa?
To a very limited extent, I agree with those who, for good 
reason hold the opinion that the Islamic finance and economics 
movement is yet to make any meaningful impact on the lives 
of nations and individuals. I have always argued that the 
inability of the Islamic finance and economics movement to 
take into account the needs and problems of ordinary Muslim 
men and women has been its greatest weakness.  

But having said this, we also need to take into consideration of 
the age of Islamic financial institutions as we have them today 
in operation across the globe and the difficult circumstances 
in which they operate for an adequate appreciation of their 
successes.

The Islamic Development Bank or IDB, which can be 
considered as the oldest of all modern Islamic banks is only 40 
years old, while the majority of the others can be said to be 
very young. We must not forget that all banks in their earlier 
stages have to primarily strengthen their monetary position 
through short term investments. Also important to note is 
that many of these banks are either commercial or institutions 
having only short-term deposits that can’t be used in long 
term investment projects. I think more time would be needed 
before most of these Islamic financial institutions can be 
able to effectively participate in long term activities as their 
conventional counterparts. 

Nonetheless, what Islamic financial institutions have achieved 
on the level of commercial transactions, investments and 
infrastructural development is by no means insignificant. 
Taking IDB as an example, we can find many investment 
services, infrastructural and commercial projects that have 
been sponsored by it in its member countries and educational, 
social and economic projects in poor communities of non-
member countries under its Special Assistance Programme. 
Other Islamic financial institutions have many impressive 
accomplishments in other sectors like manufacturing, real 
estate, agriculture and infrastructure, just to mention a few.

What are your thoughts on the current 
developments in IBF, both in Africa and 
globally? What challenges IBF faces in 

Africa and what could be done to address these 
challenges?
We must first recognise that Islamic financial institutions are 
by and large private sector institutions and, with the exception 
of very few, are established in developing countries. As such 
they are vulnerable to the high risks attached to investments 
in those countries, which vary from natural hazards to 
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institutional ineptitude. Inadequate accommodation and the 
frequent and drastic changes in economic policies are but a 
few of the institutional difficulties with which Islamic financial 
institutions have to cope. In addition, because majority of them 
are still young they are yet to firmly strike their roots deeply 
into the soil of economic and business practice. Regrettably, 
this situation has unavoidably restricted their roles in medium 
and long term financing, which is commonly associated in 
the minds of the public with development, especially when it 
comes to assessment and evaluation.

I will advise that Islamic financial institutions should not, at 
this stage of their evolution, fall victim to outside pressures 
to classify them as development institutions with all the 
obligations that entail. Although, that is their ultimate goal, 
they should not be expected to reach it overnight. Their major 
preoccupation at this stage of their evolution should be on 
how to build up a wealth of experience like that enjoyed by 
conventional banks. They have to, as well, sufficiently develop 
their instruments of finance. Above all, the short term nature 
of their funds, which is short term private depositors’ money, 
does not easily lend itself to venture into long term financing.

Therefore, if you take into consideration the difficulties and 
challenges Islamic financial institutions face while trying to 
expand their medium and long-term financing activities, you 
find that their accomplishments are more encouraging than 
expected, especially, if their age and experience are included 
as additional factors of consideration.

From my experience, the biggest challenge Islamic financial 
institutions, particularly those operating in Africa, face is their 
exposure to risks stemming from inconsistent government 
economic policies. This is not only because their finances lead 
them to direct involvement in the projects that are affected 
by the policies of governments but also because the nature 
of their finances prove to be more susceptible to risks. In fact, 
more than their conventional counterparts, Islamic financial 
institutions are more directly affected by the failure of the 
projects they finance. This is so because the built-in security 
for getting back their funds together with their profits is the 
success of the projects. As we all know, under Islamic law it 
is not permissible to get security from your partner except 
against dishonesty and negligence. Both are however, very 
difficult, if not impossible to prove. 

For example. You are financing a project whose machinery are 
sourced from overseas, and then suddenly there is a change in 
Government exchange rate policy which devaluates the local 
currency. This devaluation would certainly make it practically 
difficult for a project which is financed under Musyaraka 
basis to pay off its instalments to the foreign suppliers of the 
machinery. This would consequently delay and reduce the 
level of income to the bank and ultimately, prolong the period 
of repayment of the cost of the machinery. This case could 
be different with a conventional financial institution because 
it could only delay the repayment but not the rate of returns. 

Islamic financial institutions usually take the necessary steps 
to ensure that all factors necessary for the successful 

implementation of the project are reasonably secured. 
But quite frequently, in countries with inherent economic 
difficulties, there crop up some complications which increase 
their involvement in the project technically, administratively 
and financially. Such involvement sometimes necessitates 
the change of the mode of finance, resulting in complex legal 
problems. By the very nature of things it is not practically 
possible to start executing all elements of a project at one, 
and at the same time. Here coordination plays an important 
role.

Finally, while the success and accomplishments of Islamic 
financial institutions are encouraging they still require greater 
support and assistance from governments. Central banks 
should be more supportive when Islamic financial institutions 
are faced with liquidity crises. Although Islamic financial 
institutions are ultimately instruments of real economic 
development, they should be allowed time to evolve and 
develop their instruments and techniques in a natural way. 

In my opinion Islamic financial institutions have done remarkably 
well. But the network of Islamic financial institutions needs to 
be expanded, particularly in Africa to help them make use of 
the advantages of consortia finance, which reduces the risk 
and enhances the volume and coverage of long term finance.

What are the future plans of Africa Islamic 
Economic Foundation? Where do you 
see it in the next 5 years?

Humbly speaking, the future plans of AFRIEF within now 
and the next five years are based on two planks. Firstly, to 
facilitate the emergence of Islamic financial institutions in 
several African countries that are not mere finance houses 

The Central of Nigeria, more 
than that of any other African 
country has done a remarkable 
job in deepening Islamic 
finance in Africa. I believe other 
African countries can learn a 
lot from Nigeria’s experience 
in Islamic finance regulatory 
policy development and 
implementation.
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in name, but rather development institutions whose ideology 
are based on Islamic principles; institutions which believe 
that their funds are part of the property of Allah to whom all 
property belongs; institutions that believe that their services 
are morally based, and that money has a social function, which 
should therefore be deployed for the welfare of society; 
institutions that believe that their functions are not confined 
merely to the financial and economic affairs of society but are 
also concerned with social and educational affairs. 

Secondly, to implement an Islamic economics and finance 
educational programs which are aimed at producing talented 
individuals whose personal and group aspirations are linked 
together with their work in the Islamic financial institutions; 
individuals who feel that working in such institutions is a 
blessing from Allah, who therefore, are proud of their jobs; 
individuals whose behaviors are an interpretation of the 
Islamic principles sponsored by those institutions they work 
in so much so that they become an actual embodiment of 
those principles; individuals who are both intellectually and 
practically capable of representing these institutions to the 
public.

I have no doubt that these lofty goals and aspirations require 
strenuous efforts, persistence and even extraordinary training 
and educational methods, but in sha Allah, we hope to be 
there within the next five years, and I am hopeful that the 
fruits of this labour will be greatly rewarding and promising.

Please share with the readers a typical day of 
Baba Yunus Muhammad. How it starts and 
what are must on the to-do list on a daily 

basis?
I am an early riser, and therefore on a typical day, my day 
commences at 3 a.m. After light supererogatory prayers and 
Qur’anic recitations, which usually last till the fajr (dawn) 
prayers at 5 a.m, I normally check and respond to my emails 
before heading to office at 8 a.m. Office hours for a chief 
executive operating in Africa, especially, at the bottom of 
the society has its own peculiarities and challenges. You can 
hardly stick to your daily work plans and programmes, as 
sometimes you are compelled to spend the whole of the day 
attending to guests, relations and close friends and responding 
to unscheduled courtesy calls, etc. In such circumstances, 
you require extra official hours in order to clear your table of 
pending assignments or beat deadlines. Hence, I go to work 
early enough but almost quite invariably closes late.

Africa is an ethnically diverse country, 
with multi-faith communities in different 
countries in the continent. 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 IBF in Africa?
If you are here referring to media related stories about  
African Muslims I am sure you may be referring to extremist 
and non-state actors like Al shabab of Somalia and Boko 
Haram of Nigeria, and a host of others operating elsewhere 
in the continent. The truth is that these terrorist groups do 
not represent Islam and Muslims, and as destructive as their 
activities are, they have not been able to undermine the 
confidence investors have in Africa. I believe the strength of 
Africa lies in its diversity and rich culture, as well as its human 
and natural resources. 

Really, despite those negative developments and news it has 
not been all that bad. For example, against the background 
of the political, socio-economic challenges including extreme 
poverty, disease and high infant mortality and civil strife, 
Africa has witnessed unprecedented economic growth since 
the beginning of this century, and has collectively pulled a 
GDP of US$1.6 trillion in 2008, almost equaling that of Brazil 
or Russia, and it is estimated to peak US$2.6 trillion by 2020. 
With a projected annual growth of 5.8% from 2014 to 2019, 
Africa ranks among the fastest growing economic regions in 
the world. 

Much of its recent growth has been generated by internal 
political and economic reforms that have created domestic 
political stability and market driven environment; commodity 
and oil exports, thriving domestic consumer face sector 
(telecoms, consumer goods and banking), and agricultural 
activities. I think, if African governments can do more to 
humanise the political and economic institutions of their 
countries, expand the economic base of their societies, 
increase or enhance innovation in policy development Africa 
will surely turn the page on 50 years of over-reliance on 
Western economies sooner than expected.

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

experience and observation, which regulator 
or central bank in Africa has played the most 
significant role in providing a level-playing field to 
Islamic banking?
The important role played by Central Banks in the control, 
regulation and supervision of banking activities in any 
economy cannot be overemphasised. I think the Central 
Bank of Nigeria or CBN, more than that of any other African 
country has done a remarkable job in deepening Islamic 
finance in Africa. I believe other African countries can learn 
a lot from Nigeria’s experience in Islamic finance regulatory 
policy development and implementation. I do recall on the 
13th of January 2011, when CBN, then under the leadership 
of Mallam Sanusi Lamido Sanusi, now Emir of Kano, did the 
unprecedented and unexpected by simultaneously releasing 
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the CBN’s Framework for Non-Interest Financial Institutions 
(NIFI) and the Guidelines on Shariah Governance for Islamic 
financial institutions in Nigeria. Under the NIFI framework, 
non-interest financial institution was described as a bank or 
other financial institution which transacts banking business, 
engages in trading, investment and commercial activities 
as well as the provision of financial products and services 
in accordance with Shari’ah principles and rules of Islamic 
commercial jurisprudence. 

          The CBN framework specifically outlined non-permissible 
transactions, instruments and contracts under the NIFI to 
include interest; uncertainty or ambiguity relating to the 
subject matter, terms or conditions; gambling; speculation; 
unjust enrichment; exploitation/unfair trade practices; 
dealings in pork, alcohol, arms and ammunition, pornography 
and; other transactions, products, goods or services which 
are not compliant with Shariah rules and principles. With the 
definition and introductory outline, the CBN NIFI framework 
clearly spelt out the basic principles underlining the operations 
of the emerging NIFIs in Nigeria.

A NIFI, according to the framework, could be a full-fledged 
non-interest deposit money bank or subsidiary, full-fledged 
non-interest microfinance bank or subsidiary, non-interest 
branch of a conventional bank or financial institution, non-
interest window of a conventional bank or financial institution, 
a development finance institution registered with the CBN to 
offer non-interest financial services either full-fledged or as 
a subsidiary, a primary mortgage institution registered with 
the CBN to offer non-interest financial services either full-
fledged or as a subsidiary and a finance company registered 
with the CBN to provide non-interest financial services, either 
full-fledged or as a subsidiary. 

While the NIFI framework was also based on the geographical 
sphere of regional and national status, salient licensing 
requirements included explicit statement of intention to 
operate according to the Shari’a principles and practices in 
the Memorandum and Article of Association (MEMART) and 
technical agreement with an existing NIFI. Other parts of the 
framework dealt with operational issues such as products and 
services, corporate governance, branding, auditing, prudential 
requirements and anti-money laundering provisions among 
others. One key element of the framework was the stipulation 
of a Shari’a Advisory body known as CBN Shariah Council 
(CSC) to advise the apex bank on matters for the effective 
regulation and supervision of NIFIs. 

According to the rules, the fund manager offering Shari’a-
compliant portfolio management would ensure that its 
investment activities are limited to Shariah-compliant 
investments and its procedures and methodology must be 
based on standards set by AAOIFI and Organisation of Islamic 
Countries (OIC) Fiqh Academy. Both the CBN and SEC listed 
acceptable financing modes included Musyarakah, Mudarabah, 
Murabahah, Ijarah, Salam, Istisna, Wadia, Wakalah and Sukuk.

Baba Yunus Muhammad, please tell us about 
your family background and what does 
Baba mean at the start of your name. Is it a 

kind of title or what? 
(Laughter).

I am the first son of a Sufi Islamic scholar, Mallam Muhammadu, 
and a family of eleven children. I was named after my 
grandfather, Mallam Yunus, and as such I am considered a 
Baba (father), meaning father of the family. Baba is not a title 
as some think. It is the cultural practice of Hausa families to 
ascribe ‘Baba’ to the names of their male children who are 
named after their grandparents, as a mark of reverence.

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

Well, my message is simple. In these tough times of tough 
margins, any type of advantage to help maintain consistency 
and efficiency in operations and potentially increase the 
profitability of Islamic financial institutions is essential. From 
my experience, there are numerous factors the Islamic 
financial services community can leverage on to improve upon 
its performance and gain advantage over its competition and 
increase revenue. Cultivating capable leadership and working 
closely with various partners, including networking is key. 
Keeping abreast of technology and implementing when and 
where necessary will also help keep one ahead of the curve.
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that if 70% of African adult 
Muslims will go for Islamic 
finance products, this would 
translate into an immediate 
market of about to 200 - 300 
million people, which is larger 
than the entire GCC and 
European markets combined.
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BLOCKCHAIN
IS THE NEXT TECHNOLOGY PHASE FOR THE 
INVESTMENT MANAGEMENT DOMAIN. IS 

ISLAMIC FINANCE
READY TO TAKE ON THE 

CHALLENGE?
Akash Anand, Managing Director- Regional Affairs/Head of the Middle East, 
Africa and Asia regions, Profile Software
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Blockchain is an innovative technology platform that emerged 
from bitcoin and uses cryptography and a distributed 
messaging protocol to create a shared ledger between trading 
counterparties, like the banking transactions of conventional 
banking. The idea is to allow for a simple transfer of asset 
ownership or more complex transactions using “smart 
contracts”.

The data on the ledger is pervasive, persistent and creates 
a reliable “transaction cloud”/block as this transaction data 
cannot be lost or corrupted by any of the participants. As 
technology progresses as well as the competitive landscape 
in the financial services market there may be many possible 
applications of Blockchain in investment as well. Cases in 
testing mode include Know-Your-Customer and Anti-Money 
Laundering data sharing, trade surveillance, regulatory 
reporting, collateral management, trading, settlement and 
clearing. Blockchain thus has the potential to make trading 
processes more efficient, to improve regulatory control and to 
eliminate unnecessary intermediaries. It also has the potential 
of disrupting incumbent business models.

Other benefits to the industry as listed in the Financial IT, a 
specialised publication, may well include: “faster and cheaper 
transfer of money across borders; alternative investments; 
facilitation of international trade between small and medium-

sized enterprises (SMEs);  verification of identities of clients 
or employees who need access to an organization’s systems; 
tracking of valuable items as they move through supply 
chains; facilitation of crowdfunding; and, of  course, post-
trade settlement and clearing.”

Financial IT also states that, “A major French bank will shortly 
introduce a Blockchain-based system that will greatly facilitate 
the onboarding of new customers, while complying fully with 
KYC and AML/CFT requirements. In the past, this has been 
an overly complex process, and one which has resulted in 
customer dissatisfaction. In Luxembourg, a Bitcoin exchange 
is now being overseen by the financial regulator. Elsewhere, 
Blockchain underpins a working Central Securities Depository 
(CSD) that provides any financial market participant with a 
permission registry service for payments, settlement and 
clearing of cash and financial instruments.”

In terms of a go-to-market strategy, we see an intermediary 
stage of investment banks running private (permissioned) 
Blockchain solutions. This is until regulation or legislation 
catches up to the Blockchains, where capital markets players 
are confident in the types of services they can offer on a 
public (permissionless) Blockchain.

Blockchain is definitely not designed to avoid audit trails nor 
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do money laundering. Blockchain actually does leave a fully 
traceable history of transactions. And since it became very 
hard to convert any Bitcoin to fiat currencies without an 
extensive KYC check we are definitely moving towards a more 
mature state. As with every FinTech trend and innovation, it 
remains to be seen how it will develop to ease the processes 
needed in the various sectors of the financial services domain.

So where does Islamic finance fit in, and how can Blockchain 
take the industry to the next level? The potential of 
Blockchain’s transformation into an Islamic finance tool has 
not been widely explored. As discussed earlier, the Blockchain 
technology enables the creation of smart contract and 

decentralized ledgers. However, these technologies have yet 
to emerge on the Islamic finance scene despite the enormous 
opportunity for cost savings they can bring. Blockchain 
technology also incorporates the principle of maslaha (social 
benefits of positive externalities) as it can potentially provide 
banking services to those unbanked segment of the population 
almost for free or at a very negligible cost considering that 
transaction fees within the network are negligible. It also 
offers greater transparency due to its public ledger. Indeed 
Islamic finance and Blockchain are the two key innovations 
with potential as growth drivers in the financial sector. It is 
now up to Islamic finance players and regulators to make the 
bold step forward.
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A Layman’s View on
ISLAMIC BANKING
AND FINANCE
Hassaan Malik, Edbiz Consulting

Islamic banking and finance was formally introduced in Pakistan during the Per-
vez Musharraf’s government. Since then it has succeeded in grabbing a fair share 
of the Pakistani market. Although not significant enough to compete with the 
conventional banking system, it still significant enough to be recognised by the 
masses. However, the awareness about Islamic banking and finance remains a 
question mark. This article is based on my analysis of the public’s opinion about 
Islamic banking and finance in Pakistan, more specifically their responses to the 
following questions. Please note that findings highlighted and discussed here are 
based merely on conversations I had with family, friends and colleagues.

BRIEF NOTE
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WHAT IS ISLAMIC BANKING AND FINANCE?
This self-explanatory question was answered easily by even 
those who had little knowledge of finance. The most common 
response I got for this question was, “I really don’t have an 
idea, I guess it would be banking and finance based on the 
principles of Islam.” Some, on the other hand, would say that 
it is “interest (riba) free banking.” In a nutshell people do seem 
to have an idea about Islamic banking and finance. Even those 
who have no interest in banking or disapprove of banking 
at least have a vague idea what Islamic banking and finance 
entails. But the question that arises at this point is…is that 
enough?

HOW DOES IT DIFFER FROM CONVENTIONAL 
BANKING AND FINANCE?
When asked this question, most people googled the answer 
on their mobile phones. However, when intervened and asked 
them to simply “Just tell me what you know”, the obvious 
answer was “it is an interest-free banking where profit earned 
is halal unlike conventional banking where profit earned 
is in fact interest (riba), which is haram and condemned in 
the eyes of Islam”. Some went on to say that profit earned 
through Islamic banks had been declared halal by Shari’a 
scholars. While others questioned this certification. But 
in general, majority of the people I spoke to said that profit 
earned through Islamic banks is halal and that was the main 
differentiator. However, there were people who took on 
a more skeptical approach. According to them, there is no 
difference between conventional and Islamic banking as these 
are two sides of the same coin.

IS ISLAMIC BANKING REALLY ISLAMIC  OR JUST 
A GIMMICK?
This is the big question. While some may recognise Islamic 
banking and finance for what it is, most people viewed it as 
nothing short of a gimmick. As mentioned previously, majority 
of those whom I spoke to remained quite skeptical towards 
Islamic banking and finance. They believe that Islamic banking 
is an innovation of conventional banking, which has been 
invented to attract those segment of the population who 
do not approve of keeping their wealth in bank accounts or 
even dealing with banks because they believe that their hard-
earned halal wealth would become infested with riba. 

Some went to the extreme by saying that they believed Islamic 
banking is in fact an extension of conventional banking, merely 
changing the name and using the prefix “Islamic” to target the 
Muslim segment. Others suggested that the use of Islamic 
and Arabic terminologies were done deliberately so as to 
make Islamic banking and finance more appealing to Muslims. 
Otherwise, they opined that fundamentally both are the same; 
with some elements of riba still prevailing in the operations of 

Islamic banks. A few people argued that Islamic banks are just 
replacing the word riba with new interesting terms to make it 
sound more Islamic and using terms or language that is familiar 
to Muslims. 

A friend of mine gave me the most interesting answer. He 
said, “the only difference I see between Islamic and conventional 
banks is that if the conventional banks say, ‘10% profit’ in their 
adverts, Islamic banks say ‘Insha Allah 10% profit’. Other than this 
I don’t see any difference.”

Nonetheless, a few of the people whom I interviewed are of the 
opinion that Islamic banking and finance is completely genuine 
and proclaimed themselves believer of Islamic banking. They 
even openly disapproved the conventional banking system. 
Some even think that dealing with conventional banks and 
keeping money in their accounts is actually a sin because of 
the involvement of riba. Although the public perception is that 
Islamic banks do follow practices and principles of Islam, they 
however do not fully embrace Shari’a principles, which again 
makes Islamic banking not completely legitimate.

YES OR NO?
A big YES are the responses I received. There is huge support 
for Islamic banking and finance despite certain objections 
and concerns. They appreciated the idea of Islamic banking 
replacing conventional banking and acknowledged the support 
and role of the government in developing a comprehensive 
Islamic financial system. The only reason people questioned 
and rejected Islamic banks is because they do not see any 
difference between Islamic and conventional banks or perhaps 
that Islamic banks have failed to distinguish themselves from 
conventional banks.

In my opinion, the latter holds true for Pakistan. It could 
be because Islamic banks have rather weak marketing 
strategies and or have failed to highlight themselves in a very 
distinguishable manner.

I’m no banking and finance expert, just a lay man who wants 
to see a riba-free banking system not only in my country but 
all over the Muslim world. I cannot say for certain whether 
people’s perceptions on Islamic banking and finance is true 
or otherwise, but it has become a belief and has led many 
people to believe that Islamic banking is in fact an extension 
of conventional banking, which has been introduced to target 
the Islam-conscious segment of society. Another reason 
maybe that the government does not want to abolish the riba 
system completely and have instead allowed Islamic banking 
and finance to continue as a parallel system.

To conclude I will say that there is a strong desire amongst 
Muslims for a riba-free system but they have many questions 
and reservations when it comes to the current practices in the 
Islamic banking system. Although this is no expert opinion, this 
is a public perception that needs to be dealt with by Islamic 
banks and finance institutions through a vigorous marketing 
strategy if they want to outdo their rivals and competitors.
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The 6th Global Islamic Finance Awards or better known as 
GIFA was held in grandeur with attendance by more than 500 
guests including dignitaries, government officials, diplomats, 
distinguished guests and captains of the industry. The 
Awards Gala Dinner took place on September 29 at Fairmont 
Hotel, Jakarta. This year’s GIFA was a vibrant celebration of 
accomplishments and achievements of movers and shakers 
that are driving positive change and moving the global Islamic 
finance services industry forward. The awards ceremony was 
supported by Bank Syariah Mandiri Indonesia and Omarco, 
a UK-based group promoting financial inclusion through 
innovative Islamic financial products. The official host was 
Indonesian Financial Services Authority (OJK), which also 
co-organised with Edbiz Consulting a half-day international 
conference on Islamic finance. 

The annual ceremony is designed to highlight, encourage 
and reward exceptional performance and contribution in the 
growth of the global Islamic banking and finance community 
with an ultimate objective of promoting social responsibility, 
adherence to Shari’a authenticity and commitment to Islamic 
banking and finance. Being the only global Islamic finance 
awards programme, GIFA winners come from all corners of 
the world, from the USA to Indonesia, and from the UK to 
Kazakhstan. The winners are selected from all stakeholders – 
from industry players to regulators and from Shari’a scholars 
to the services providers on the fringe of the industry. 
GIFA is also the only Islamic finance awards programme 
that recognises the role and support of governments and 
politicians in the development of Islamic banking and finance.

For the 6th GIFA, His Excellency Joko Widodo, President 
of the Republic of Indonesia, was the guest of honour and 
received the prestigious Global Islamic Finance Leadership 
Award 2016 for his championship role in promoting Islamic 
banking and finance in Indonesia. “There are only a few leaders 
in the Muslim world, who have shown 100% commitment to 

providing Islamic banking and finance a level playing field in 
their respective countries, and President Jokowi is one of 
them,” said Professor Humayon Dar, Founder and Chairman 
of GIFA.

Speaking on the occasion, President Joko Widodo reaffirmed 
his support for Islamic banking and finance and stated, “There 
are ample opportunities for Islamic finance to play a role 
in Shari’a tourism and halal industry in Indonesia.” He also 
informed the delegates that his government would like to 
make Indonesia as a global hub of Shari’a tourism in which 
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Islamic finance has to play a lead role.

The award was presented to President Joko Widodo by Emir 
Muhammadu Sanusi II of Kano who himself was installed as 
GIFA Laureate 2015 in Bahrain last year. Since 2011, Edbiz 
Consulting has honoured heads of governments and states 
for their leadership roles in Islamic banking and finance. The 
previous GIFA Laureates include Tun Abdullah Badawi (former 
Prime Minister of Malaysia), Sultan Nazrin Shah of Perak, 
Shaukat Aziz (former Prime Minister of Pakistan), Nursultan 
Nazarbayev (President of Kazakhstan), and Emir Muhammadu 
Sanusi of Kano, Nigeria.

Speaking on the occasion, Professor Humayon Dar, founder 
and chairman of GIFA, emphasized that GIFA awards 
ceremonies are an occasion of acknowledgement, appreciation 
and celebration of the success of the global Islamic financial 
services industry. With a global size of US$2.143 trillion – and 
growing – it is absolutely vital that the leadership of Islamic 
banking and finance (IBF) remains in the safe hands of those 
who are sincerely driven by a real commitment to IBF, social 

Dr Muliaman Hadad, Chairman of Indonesian Financial 
Services Authority (OJK), which served as the official host of 
the awards ceremony, reiterated the full support of OJK to 
IBF in Indonesia and encouraged the international delegates 
to consider their Islamic finance related business in Indonesia. 
He pointed out that Indonesia has always remained as one 
of the top 10 Islamic financial markets, according to the 
Islamic Finance Country Index – IFCI – published in Global 
Islamic Finance Report (GIFR) every year. He shared with 
the audience that IBF in Indonesia entered into a new and 
accelerated phase of development after the full conversion of 
Bank Aceh into a Shari’a-compliant lender early this year. “This 
has also brought the share of Islamic banking in the sector to 
slightly over 5% for the first time,” he shared the good news 
with the audience.

Professor Dar emphasised that the success of IBF was not possible without 
contributions from a number of governments, institutions and individuals involved. 
These contributions deserve formal recognition that must be respected and held 
in high esteem. This is exactly what GIFA attempts to do. During his address, he 
highlighted the potential role of Indonesia in the global Islamic financial services 
industry. “The choice of Jakarta to host the 6th Global Islamic Finance Awards is 
strategic,” he said. The GIFA Awards Committee decided in favour of Jakarta because 
it takes a futuristic view on Indonesia as a global leader in Islamic banking and finance. 
As a vibrant and growth-driven economy, with the largest Muslim population in the 
OIC block, Indonesia stands out in terms of its economic success.

“The GIFA Awards Committee decided in favour of Jakarta because it takes a futuristic 
view on Indonesia as a global leader in Islamic banking and finance. As a vibrant and 
growth-driven economy, with the largest Muslim population in the OIC block, Indonesia 
stands out in terms of its economic success.”

  Professor Humayon Dar, 
Founder and Chairman of GIFA

responsibility and Shari’a authenticity.

“When we founded GIFA in 2011, our prime motive was to 
ensure that the thought leadership of IBF remains in the hands 
of Muslims, while accepting the fact that anyone – Muslims 
or non-Muslims alike – may use Islamic financial services and 
non-Muslims may hold key management positions in Islamic 
financial institutions,” he said emphatically while addressing 
the gathering. He welcomed the role of global financial 
institutions that have shown commitment to IBF and are an 
integral part of the global Islamic financial services industry. 
In this regard, he particularly appreciated the presence of 
Mitsubishi UFG, Nomura, and BNP-Paribas.

GIFA’s real achievement is in terms of placing the leadership 
of the Islamic financial services industry where it rightfully 
belongs, i.e., the Muslims. Prior to that, Western institutions, 
purely motivated by business interests, led the Islamic finance 
awards programmes. Today, GIFA, being a project of Islamic 
Bankers Association, is in the hands of Islamic bankers and 
finance practitioners.

This year’s GIFA marks a breakthrough as it honours a 
record number of organisations and individuals. There were 
66 awards presented to Islamic financial institutions and 
individuals coming from 15 countries around the world. “The 
coverage of GIFA is comprehensive, as we include all the 
industry stakeholders from politicians to academicians that 
have played leadership roles in their respective fields,” said Dr 
Sofiza Azmi, CEO of Edbiz Consulting. “Since GIFA first made 
its debut in Muscat, Oman; the awards programme has come 
a long way to become the number one Islamic finance awards 
programme in the world,” she continued. Today GIFA is indeed 
a global brand that is recognised as the most authentic and 
respected Islamic finance awards programme in the world.
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Other notable individuals who were honoured that night 
include:

GIFA Excellence Award 2016 
His Excellency Kairat Kelimbetov

Governor of the International Finance Center Astana

GIFA Lifetime Achievement Award 2016 
Dr KH Ma’ruf Amin 

A prominent ulama and politician in Indonesia and is 
currently the chairman of the Indonesian Council of Ulama 

(MUI), Indonesia’s top religious body.

GIFA Special Award 2016 (Advocacy Role)
Saeed Ahmad

Deputy Governor, State Bank of Pakistan
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Six market leadership awards were presented to market 
leaders in different segments. Most notable of these was 
Market Leadership Award presented to Dubai Islamic Bank. 
Dr Adnan Chilwan, Group CEO of Dubai Islamic Bank 
received the award on behalf of the bank. Commenting on the 
awards winners, Professor Humayon Dar said, “Over the years, 
we have seen new levels of innovation and authenticity in the 
products and services of our winners. These reflect the growing 
diversity and strength of the Islamic financial services industry.”

In GIFA 2016, a large contingent of Kazakhstan, headed by 
Kairat Kelimbetov, governor of Astana International Financial 
Centre (AIFC), participated. Governor Kelimbetov received 
GIFA Excellence Award 2016 for the steps he took during 
his tenure as governor of National Bank of Kazakhstan, the 
central bank, and for continuity of his efforts to promote IBF 
nationally and regionally. His team is contemplating of hosting 
GIFA next year in Astana, and they were overly impressed by 
the hosting facilities offered by OJK.

GIFA celebrates excellence and best practices in Islamic 
finance in various categories ranging from industry players 
to service providers, Shari’a scholars and academicians in 
various sectors within Islamic finance. These are the players 
and thought leaders who are championing Islamic finance and 
converting vision into reality. In championing the best, GIFA 
promotes those who have made significant strides in thought 
leadership and in the implementation of world-class initiatives 
and industry leading products and services on a prominent 
scale.

The GIFA methodology – on which the awards are based and 
winners selected – is the most detailed approach to screen 
only the best of the best in their respective award categories. 
All nominations go through an extensive review and screening 
process by the Nominations Committee where the final 
4 shortlisted nominees are then presented to the Awards 
Committee, which is the judging panel made up of leading 
industry experts. GIFA Methodology is being hailed as the 
most scientific, data-oriented and objective methodology to 
quantifycontribution of a government, business and individual 
to Islamic banking and finance (see Box). “Poll-based awards 
do not bring out adequately representative ranking of players 
in any industry, including IBF,” said Faheem Ahmad, President 
of the Bahrain-based Islamic International Rating Agency. 
The objective methodology adopted by GIFA is perhaps the 
best approach to identify the institutions and individuals 
committed to IBF, social responsibility and Shari’a authenticity

GIFA distinguishes itself by being the first and the only Islamic 
finance awards programme in the world that attempts to 
engage the political leadership in IBF. The top award – Global 
Islamic Finance Leadership Award – is presented to a political 
personality, preferably a head of government or state. Some 
of the political personalities that have over the past six years 
attended our annual awards ceremonies have included:

• Tun Abdullah Ahmad Badawi, Prime Minister of Malaysia 
(2003-09)

• Dato’ Asyraf Wajdi Dusuki, Deputy Minister in the Prime 
Minister’s Department, Malaysia

• Shahid Malik, the UK Minister (2007-10)

• HRH Sultan Nazrin Shah of Perak, Malaysia

• Shaukat Aziz, Prime Minister of Pakistan (2004-07)

• Nursultan Nazarbayev, President of Kazakhstan

• Dato’ Seri Najib Razak, Prime Minister of Malaysia

• Sheikh Mohamed Bin Rashid Al Maktoum, Ruler of Dubai 
and the Prime Minister and Vice President of the UAE

• Sheikh Hamdan Bin Mohamed Al Maktoum, Crown 
Prince of Dubai 

• Dr Zambri Abdul Kader, Chief Minister of Perak, Malaysia

• HRH Muhammadu Sanusi II, Emir of Kano, Nigeria

• Joko Widodo, President of the Republic of Indonesia
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The awards ceremony started with the arrival of HE Joko 
Widodo who was accompanied by a few key members of his 
cabinet. To date over 180 awards have been issued in about 
60 categories. The winners have come from 17 countries so 
far, with Malaysia winning the maximum number of awards 
(76 in number and 39% of the total). The UAE is on the second 
position, bagging 17% of the awards. Indonesia has emerged 
as the third most successful country in terms of GIFA 
winnings (with 8% of the awards bagged by the Indonesian 
institutions and individuals, including the Global Islamic 
Finance Leadership Award 2016, presented to President 
Jokowi). The UK and Pakistan have each received 7% of the 
total awards issued so far. It is interesting to note that seven 
Muslim-minority countries have featured in the winners’ list 
(see Figure 1).

Interestingly, Indonesia has emerged as an important player in 
GIFA domain by increasing its share to 8% in 2016. The first 
GIFA winner was Yuslam Fauzi, the then CEO of Bank Syariah 
Mandiri, who won the Islamic Banker of the Year award in 
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2012. Following this, Bank Muamalat won pioneering Islamic 
Bank award in 2015. This year’s awards ceremony witnessed 
presentation of 14 awards to individuals and institutions from 
Indonesia. 

President Jokowi became the 6th GIFA Laureate this year for 
his commitment to promote Islamic banking in the country. 
Another important award – GIFA Lifetime Achievement 
Award 2016 – was presented to Dr. KH Ma’aruf Amin for 
his everlasting support to Islamic banking and finance in 
Indonesia. The whole ballroom stood to their feet to applaud 
announcement of the award for KH Ma’aruf Amin. It was 
indeed the most befitting recognition of the efforts of a man 
who spent his whole life to support and promote Islamic 
banking and finance in Indonesia.

INDONESIA TAKES OVER THE THIRD POSITION 
IN GIFA FROM PAKISTAN
Pakistan was represented by three institutions, namely 
the State Bank of Pakistan (SBP), Bank Alfalah Islamic and 
HabibMetro Sirat. Saeed Ahmed, a SBP Deputy Governor 
responsible for Islamic banking, was honoured with a GIFA 
Special Award for his advocacy role for promoting and 
developing Islamic banking in Pakistan. Bank Alfalah Islamic 
received two awards this year, Shari’a Authenticity Award 
2016 and Best Islamic Banking Window Award 2016. It 
received the latter award three years in a row. Its winning of 
GIFA awards for last three consecutive years is fast paving the 
way for Bank Alfalah to spin off its Islamic banking unit into a 
fully-fledged Islamic bank in Pakistan. If that happens, it will be 
the second such spin-off in the country, after MCB’s Islamic 
operations were spun off to form a full-fledged Islamic bank, 
namely MCB Islamic Bank. 

HabibMetro Sirat, Islamic banking arm of HabibMetro Bank, 
was adjudged as the Most Upcoming Islamic Bank 2016. 
Although it has relatively small Islamic banking operations 
at present, the shareholders and management of the bank 
is fully committed to developing HabibMetro Sirat as an 

internationally respected Islamic banking brand. The award 
was received by Adnan Fasih, Head of Islamic Banking at 
Habib Bank AG Zurich, the parent bank. 

Despite these individual successes, the share of Pakistan in 
GIFA slipped down, from third position last year to the fourth 
this year (see Figure 2). There were important exclusions from 
Pakistan. All the six fully-fledged Islamic banks from Pakistan 
failed to receive an award this year at GIFA.

Indonesia, on the other hand, jumped up a few points to take 
the third position in GIFA. A primary reason for the success of 
Indonesia is the depth of Islamic banking and finance therein. 
Although share of Islamic banking in Indonesia is merely 5%, it 
has a number of Islamic financial institutions in takaful, micro-
takaful, microfinance and rural banking in addition to the more 
mainstream banking and finance. This year, Indonesia grabbed 
14 awards at GIFA, including the top award presented to the 
President Joko Widodo.  

Although share of Islamic banking in Pakistan shows an 
upward trend (currently about 12% in terms of assets) and 
that individual banks with Islamic operations have made 
tremendous progress, Pakistan’s approach to development 
of Islamic banking and finance remains at best patchy. While 
the individuals like Saeed Ahmed (Deputy Governor, SBP) are 
seen to be promoting Islamic banking in the country, general 
bureaucratic attitude towards Islamic banking is nothing short 
of contempt. For example, in a recent hearing at the Federal 
Shariat Court of the case on the elimination of interest from 
Pakistan economy, the government’s representatives even 
failed to show up. 

GIFA LAUREATES 
Every year, GIFA Awards Committee presents Global Islamic 
Finance Leadership Award (GIFLA) to a head of government 
or state, former or serving, for their leading role in promoting 
Islamic banking and finance in their respective jurisdictions. 
The recipients are called GIFA Laureates.  “We plan to make 
GIFLA as prestigious as Nobel Prize by 2030,” said Professor 
Dar. There are two other prestigious awards in IBF, namely, 
IDB Prize in Islamic Finance (issued by Islamic Development 
Bank) and the Royal Prize in Islamic Finance (founded by Bank 
Negara Malaysia).

As a first step towards achieving our 2030 Vision, we aim to 
make GIFLA as the most preferred award in IBF by 2020,” 
said Professor Dar. It is interesting to compare the IDB Prize, 
the Royal Prize and GIFLA in the last five years. It is clear 
from Table 2 that the GIFA Laureates are far more significant 
political personalities than their counterparts in the other two 
categories. Moreover, while GIFLA is awarded on an annual 
basis, the other two awards are issued every second year. 
This will help GIFA to assume more importance than other 
competing awards in a matter of four to five more years, 
making them the most prestigious awards in the field of IBF.
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TABLE 2:

Year           The IDB Prize            The Royal Award   GIFLA

2011 Dr Riffat Abdelkarim (2010) Sheikh Saleh Kamil (2010) Tun Abdullah Badawi, Former 
Prime Minister of Malaysia

HRH Sultan Nazrin Shah of 
Perak

Shaukat Aziz, Former Prime 
Minister of Pakistan

Nursultan Nazarbayev, 
President of Kazakhstan

HRH Muhammadu Sanusi II, 
Emir of Kano, Nigeria

Joko Widodo, President of 
Indonesia

Dato’ Dr Abdul Halim Ismail

Professor Datuk Rifaat 
Ahmed Abdel Karim

Iqbal Khan

Professor Kabir Hassan

Dr Zeti Akhtar Aziz

Sheikh Muhammad Taqi Usmani and 
Professor Rodney Wilson

2012 

2013 

2014 

2015 

2016 

GIFA 2011
In 2011 on the occasion of the first Oman Islamic Economic 
Forum held at Muscat, GIFLA was presented to the first 
GIFA Laureate Tun Abdullah Badawi, former Prime Minister 
of Malaysia, for his vision and leadership role in laying the 
foundations of a comprehensive infrastructure that helped 
the subsequent Malaysian government to develop Malaysia as 
a global centre of excellence for Islamic banking and finance. 

GIFA 2012
In 2012 at a prestigious GIFA Ceremony held at Royal Chulan 
Hotel Kuala Lumpur, His Royal Highness Sultan Nazrin Shah 
of Perak became the second GIFA Laureate who received the 
top award for his advocacy role as Financial Ambassador of 
Malaysia International Islamic Financial Centre (MIFC). 
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GIFA 2013
In 2013, GIFA celebrated the championship role played by His 
Excellency Shaukat Aziz, a former Prime Minister of Pakistan, 
for overseeing introduction of a dual banking system in 
Pakistan, which subsequently allowed Islamic banking in the 
country to capture 11% of market share.

GIFA 2015
The GIFA Laureate last year was His Royal Highness 
Muhammadu Sanusi II, Emir of Kano, who received GIFLA 
2015 for his leadership role in promoting Islamic banking and 
finance in Nigeria, the greater African continent and world-
wide. His Royal Highness specially flew from Makka to Bahrain 
to receive the award despite his busy schedule as Amir-ul-Hajj 
for the Nigerian hujjaj performing pilgrimage last year.

GIFA 2014
His Excellency Nursultan Nazarbayev, President of the 
Republic of Kazakhstan, became the fourth GIFA Laureate 
in the presence of His Royal Highness Sheikh Mohamed Bin 
Rishid Al Maktoum, Ruler of Dubai and Vice President and 
Prime Minister of the UAE.

GIFA 2016
His Excellency Joko Widodo, President of Indonesia, became 
the 6th GIFA Laureate this year. For further details on the 
GIFA Laureates, refer to Table 2.
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Islamic Finance Personality of the Year award is the top 
GIFA in the prestigious category, and is presented to a 
leading personality in IBF for their outstanding role in the 
development of an institution and/or the industry as a whole 
in a country, region or globally. In essence, it is like a “Critics’ 
Choice Award.” 

Started in 2012 at the 2nd GIFA held in Kuala Lumpur, the 
inaugural award was presented to Sohail Jaffer, Deputy CEO of 
FWU Group, for his role as a leading practitioner in the global 
takaful industry but more so for his intellectual contributions 
in the form of various books, articles and chapters written on 
different aspects of IBF. “Whenever a new book on Islamic 
finance comes in the market, I receive it from Sohail and that is 
completely free of cost,” said Datuk Noripah Kamso, a former 
CEO of CIMB-Principal Islamic Asset Management.

In 2013, this prestigious award was given to Hasan Al Jabri, 
CEO of SEDCO Capital, for his leadership role in not only 
developing a hybrid model of investing (combining Shari’a 
compliancy with sustainability) but also raising considerable 
funds for his product offerings. 

In 2014, Dr Jamil Al Jaroudi, CEO of Bank Nizwa, was 
honoured with this award for leading his bank to become 
the first full-fledged Shari’a compliant bank in the Sultanate 
of Oman. In 2015, Khaled Al-Aboodi, CEO of the Islamic 
Corporation for the Promotion of the Private Sector (ICD) was 
chosen as the Islamic Finance Personality of the Year for his 
multi-faceted contribution to the development of IBF in the 
member countries of the OIC.

Fadi Al Faqih, CEO of Bank of Khartoum, received the 
prestigious Islamic Banker of the Year award. He joined the 
prestigious club of GIFA Islamic Bankers of Year this year for 
his leadership role for putting Bank of Khartoum on the map 
of the global Islamic financial services industry. The previous 
winners in this category include Badlisyah Abdul Ghani, 
former CEO of CIMB Islamic (2011), Yuslam Fauzi, former 
CEO of Bank Syariah Mandiri (2012), Datuk Zukri Samat, CEO 
of Bank Islam Malaysia Berhad (2013), Dr Adnan Chilwan, 
CEO of Dubai Islamic Bank (2014), and Datuk Mustafha Abdul 
Razak of Bank Rakyat. 

It goes to Fadi Al Faqih’s credit to lead Bank of Khartoum in 
one of the most difficult markets in the world. Sudan, facing 
the US sanctions, is a difficult market to operate a bank in. Fadi 
Al Faqih and his management team have done a wonderful 
job to ensure that BOK’s business is least affected by the 
economic sanctions.

ISFIRE 
REPORT

PRESTIGIOUS AWARDS

Islamic Finance Personality of the Year 2016 
Raja Teh Maimunah Raja Abdul Aziz
CEO of Hong Leong Islamic Bank

Raja Teh Maimunah Raja Abdul Aziz became this year’s 
Islamic Finance Personality because of her leadership role 
in developing Islamic banking and finance in the Hong Leong 
Group of Companies. More importantly, she was chosen for 
the prestigious award for her mentoring of numerous female 
Islamic bankers around the world. She is an iconic leader in 
IBF and her recognition as Islamic Finance Personality of 
the Year was befitting the occasion. She received the award 
amidst huge and loud appreciation from the delegates and 
the distinguished guests. Dr Sofiza Azmi, CEO of Edbiz 
Consulting, commented, “Raja Teh’s recognition as Islamic 
Finance Personality of the Year is significant for hundreds 
of women serving various Islamic financial institutions at 
different levels. This is going to inspire us all.” 

Islamic Banker of the Year 2016  
Fadi Al Faqih
CEO of Bank of Khartoum - Sudan
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GIFA CEO of the Year 2016
Dato’ Wan Mohd Fadzmi Wan Othman
President & CEO of Agrobank - Malaysia

Agrobank’s President and Chief Executive Officer Dato’ 
Wan Mohd Fadzmi Wan Othman was named the GIFA CEO 
of the Year 2016. This award honours a leader who has 
made a difference to his or her respective organisation and 
championed the development of the Islamic finance industry. 
The Awards Committee was particularly impressed with the 
leadership of Wan Mohd Fadzmi in transforming Agrobank 
into a full-fledged modern Islamic bank.

“GIFA acknowledges the winner of this category for 
demonstrating an ability to deliver a clear and strategic 
vision, readiness to make the necessary decisions to help 
his organisation to grow sustainably, and an unquestionable 
integrity of character recognised by colleagues and peers,” 
said Dr Sofiza Azmi, CEO of Edbiz Consulting.

Since taking over as CEO in 2011, Wan Mohd Fadzmi has been 
the driving force of Agrobank’s transformation, particularly in 
strengthening the bank’s foundation, focus on core businesses 
and its clear mandate to build and grow the agriculture sector. 
He also made a bold announcement on the bank’s strong 
commitment to be a full-fledged Shari’a-compliant bank within 
three years. On July 1, 2015, Wan Mohd Fadzmi successfully 
led the transformation of Agrobank to be a full-fledged Islamic 
bank.

The Awards Committee was also impressed that under the 
strong leadership of Wan Mohd Fadzmi, the bank achieved 
significant milestones, including revamping processes and 
procedures for better efficiency, reducing the Non-Performing 

Finance (NPL) rate to a single digit, developing more innovative 
products and financing relevant to the agriculture community 
and making outstanding contributions in financial inclusion 
and initiatives undertaken to broaden access to finance.

Under Wan Mohd Fadzmi’s leadership, Agrobank is on pace 
to have another exceptional year by surpassing RM8 billion 
financing by the first half of the year and is expected to 
achieve a 10% to 12% growth rate by the end of the year 
despite the global economic slowdown.

Wan Mohd Fadzmi said he was deeply honoured to receive 
the prestigious award. “This is recognition for Agrobank and 
all the employees who worked very hard for the transition of 
Agrobank to be a full-fledged Islamic bank. The journey for the 
transformation was gruelling, involving major and significant 
change in mindset, processes and redoing all documentations. 
However, the team at Agrobank truly believes that agriculture, 
by nature, is a good fit with Islamic finance. So we persevered 
and worked hard towards realising the conversion”.

“It adds the confidence of our customers and also investors 
on the halal status of a product as it is backed by Shari’a-
compliant business transactions. We are also grateful for the 
strong support given by Bank Negara Malaysia, Ministry of 
Finance, Ministry of Agriculture and Agro-based Industry, our 
board members and stakeholders in realising our ambitious 
plans,” he said.

“We are honored to receive this 
recognition. Winning the Global 
Islamic Finance Leadership 
Award is testimony to the fact 
that we continue to remain the 
most progressive Islamic finance 
institution in the world. I believe 
this is because our approach to 
the market is simple - we want 
to be at the forefront of change, 
center everything that we do 

around customers, and essentially compete with our own self. 
This simple formula combined with our expertise and knowledge 
across all facets of Islamic finance has enabled us to take a 
leadership role in this industry. I would like to thank GIFA and 
applaud their efforts to recognize best practice in the global 
Islamic finance industry and wish the organization much success 
in the years to come”. - Dr Adnan Chilwan, Group CEO, Dubai 
Islamic Bank

WHAT GIFA 2016 WINNERS HAD TO SAY…
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“The ‘Shariah Authenticity 
Award’ is a great distinction for 
any Islamic Banking offering. 
This global recognition 
reaffirms our commitment to 
providing financial products 
and solutions that are fully 
compliant with the principles 
of Islamic Shariah. It is indeed 
a gratifying moment for us.” - 
Atif Bajwa, President & CEO, 

Bank Alfalah.

“MUFG is honoured to receive 
the Best Islamic Project Finance 
House 2016 Award which 
recognises our contributions 
to the Islamic finance market 
and strengthens our position 
as a trusted partner. This 
prestigious award is the result 
of the strong dedication and 
combined efforts across the 
group to support the Islamic 

finance industry” - Mr Makoto Kobayashi, Chief Executive 
Officer, Financial Solutions Group, Mitsubishi UFJ Financial 
Group (MUFG).

“DDCAP Group is delighted to 
receive this very prestigious 
award for Best Shari’a 
Compliant Commodity 
Facilitation Platform 2016. 
We place great value on this 
recognition of our business 
and our ongoing commitment 
to developing an innovative, 
electronic platform to enhance 
the transactional services that 

we offer to our clients. Since the initial concept was endorsed 
by our own esteemed Shari’a Supervisory Board (“SSB”) we 
have been grateful for the positive feedback of our clients and 
the support and guidance of their own SSB’s throughout our 
development trajectory. In combination, these factors have 
driven the strong uptake of the AFP, enabling our clients to 
transact with us on a 24 hour real time basis. We continue to 
invest in our platform for the purpose of further opportunities 
that have been identified and which we hope to announce in 
the coming months”. - Stella Cox CBE, Managing Director, 
DDCAP Group

“It is a great honour to have 
won the Global Islamic Finance 
Award (GIFA) for the Best 
Shari’a Advisory Firm 2016. It 
fills us with great pride to be 
recognized for our efforts and 
to see them bear fruit. Amanie 
continuously strives to be the 
best and we hope to be able 
to maintain the highest of 
standards for years to come”. - 

Datuk Dr Mohd Daud Bakar, Founder and Group Chairman, 
Amanie Advisors

“In Bank Islam, we constantly 
strive to put our customers 
first. Likewise, the confidence 
placed by the customers 
drives us to excel further. This 
year we continue to garner 
major awards that signify our 
strength in the Islamic banking 
landscape. Indeed, winning 
an award from GIFA for Best 
Wholesale Banking 2016 

fortifies our growing strength.” - Bank Islam Malaysia Berhad

“Volaw is honoured to receive 
the award for Best Islamic 
Trust Formation Services 
2016 as part of the Global 
Islamic Finance Awards, 
which recognises our work 
and our contribution to the 
development of Islamic finance 
over three decades. Whilst 
we are based on the small 
island of Jersey, our outreach 

is truly international both in terms of our clients and through 
the various networks of professional intermediaries with whom 
we are associated. I am especially proud of the way our staff 
endeavour to maintain our reputation as one of the foremost 
providers of trust and corporate services to the Islamic market 
and I am delighted that their work has been recognised in this 
way.” - Trevor Norman, Director, Volaw Group
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“The Islamic Finance industry 
has gained a stronger foothold 
in new jurisdictions such as in 
Europe, sub-Saharan Africa 
and the Far East, underpinned 
by the search for alternative 
and ethical financial solutions. 
However, talent is one of the 
major challenges that the 
Islamic finance industry is 
currently facing, as demand 

for professionals to meet the needs of the fast-growing industry 
continues to outstrip supply. With the Islamic Finance Talents 
Development Program, ICD contributes actively to fill this 
and yet provide the market with highly talented young Islamic 
finance executives who are capable of leading the industry in 
the future”. -Khaled Mohammed Al-Aboodi, CEO, The Islamic 
Corporation for the Development of the Private Sector (ICD).

“We are very proud to receive 
Global Islamic Finance Market 
Leadership Award 2016. On 
behalf of PT Bank Syariah 
Mandiri, we have to say thank 
you to the committee. Islamic 
finance has an ultimate mission 
which is improving economic 
welfare of the people. We 
believe that what we have done 
in Islamic banking industry has 

a contribution to economic development in the country”. - Mr 
Agus Sudiarto, President Director, Bank Syariah Mandiri

“We are honored to get this 
distinguished honoring for this 
year from GIFA supported by 
the nominations of institutions 
working in the Islamic 
finance industry around the 
world. This distinguished 
achievement embodies the 
Bank’s remarkable successes 
which were achieved in more 
than 30 years both in terms 

of expanding its market share in local banking industry or at 
the level of arrangement of several financing deals locally and 
regionally, as well as improving the quality and quantity of its 
Islamic services and products for all segments of society. This 
Award comes to confirm our commitment to providing distinct 
banking services for companies and individuals alike”. - Mr. 
Mohamed Isa Al Mutaweh, CEO, Al Baraka Bank.

“We’re delighted that we’ve 
been awarded the Global 
Islamic Finance Awards Market 
Leadership Award 2016 for 
Islamic Financial Intelligence & 
Ratings. Moody’s is committed 
to providing high quality, 
opinions, ratings and research 
on Islamic finance, and we’re 
honoured those efforts have 
not gone by unnoticed. We 

continue to seek ways to deepen our relationships with issuers, 
investors and financial intermediaries to ensure that we’re at the 
forefront of credit trends in this fast-growing market.” - Moody’s

ISFIRE 
REPORT

“NBAD is honored to be 
named GIFA’s Sukuk House 
of the Year 2016 and to win 
this prestigious award for a 
second successive year. Sukuk 
is a cornerstone of NBAD’s 
financing proposition and 
to be recognized as a leader 
in this field by our industry 
peers means a great deal to 
us” - Andy Cairns, Managing 

Director, Global Head of Debt Origination and Distribution, 
National Bank of Abu Dhabi (NBAD).
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The process of financial engineering refers to building complex instruments deploying 
basic building blocks or unbundling and repackaging different components of existing 
financial instruments. In Islamic finance, the process of introducing a new product is 
subject to Shari’a rules governing Islamic financial contracts, which predominantly 
is underpinned by variety of fiqh school of thoughts. Financial engineering in Islamic 
finance should be geared towards promotion of trade, partnership and risk sharing. 
Furthermore, given the fact that Islamic financial markets are rather deficient in both 
liquidity and risk management tools, the dire need to come up with innovative products 
via financial engineering has become unneglectable.

It is also understood that successful financial engineering in Islamic finance is largely 
dependent on a good grasp of the complexity of modern financial contracts coupled with 
comprehension of Shari’a principles governing these contracts. Although there has been 
a promising number of people who have mastered these two spectrums of discipline, 
however, they are still a minority especially when compared to the immense need of 
financial products which should be produced to cater for the need of the society at large. 
This article therefore is an initial step in building the fundamental understanding of 
principles that could, hopefully, pave the way to innovations. 
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Vogel, Frank and Hayes, Samuel L. 1998. Islamic Law and Finance: Religion, Risk and Return. The Hague: Kluwer Law International.   
Al-Zuhayli, Wahbah. 2007. Financial Transactions in Islamic Jurisprudence, 2007. Damascus: Dar al Fikr.

In the spirit of rejuvenating financial innovations in Islamic 
finance, I shall attempt to examine rules underpinning various 
financial contracts, which would be useful guiding principles 
in financial engineering. In doing so, it is important to first 
establish classification of the objects of an exchange based 
on a) degree of uniqueness, b) nature of existence, and c) level 
of movability; as depicted in Exhibit 1.

One might wonder as to why it matters to grasp the 
classification of an object of exchange. The answer is pretty 
clear and straight forward. First of all, different objects class 
when exchanged (on either spot or deferred) could determine 
the lawful/unlawfulness of the financial contract. This is 
very fundamental for any financial engineer to comprehend; 
without which, one could just end up mimicking the 
conventional financial products.

As shown in Exhibit 1, the objects of an exchange can be 

divided into fungibles (mithliyyat) and non-fungibles (qimiyyat), 
‘ayn and dayn, and movables and immovable. In this article, the 
third type of classification shall not to be discussed as it does 
not fundamentally shape the law of a financial contract in 
practice; whereas understanding the insight from ‘ayn, dayn, 
mithliyyat and qimiyyat is very essential. Vogel and Hayes 
(1998) define ‘ayn  as a specific existing object, considered as a 
unique object and not solely as a indistinguishable member of 
a category. Dayn, however, is any property that a debtor owes, 
either now or in the future. Dayn is typically characterised 
by the fuqaha as a fungible (mithliyyat), such as silver or rice. 
Although in the current context, non-fungibles manufactured 
goods can be treated as dayn. Dayn literally means “debt” 
and may also refer to the property the subject of the 
obligation, considered to be already owned by the creditor. 

The principal distinction between ‘ayn and dayn, as Vogel and 
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Hayes (1998) suggest, does not only depend on the degree 
of uniqueness but also on the existence. For instance, one 
could point at a specific existent object (‘ayn) by saying “this 
apartment”, as opposed to an object defined generically or 
abstractly by an obligation (dayn); for example party A enters 
into a contract committing to “deliver 1 kg of rice”. In sales 
contract, parties may exchange either type of objects within 
the following variation: ‘ayn for ‘ayn, ‘ayn for dayn, or dayn for 
dayn. The first, ‘ayn for ‘ayn, is known as barter. ‘Ayn for dayn 
is the most common, and has several sub cases, depending on 
whether either or both of the two counter values, the ‘ayn of 
the dayn, is delayed. The most basic sale is a present ‘ayn for 
a present dayn. (spot transaction). The buyer gains immediate 
title to the sold ‘ayn, i.e., it becomes his/her property, and he/
she usually demands it at once from the seller. The seller also 
immediately “owns” the price as “dayn” in the buyer’s dhimmi’, 
i.e. as an obligation owed by the buyer. If the contract fixes 
a term of payment, the seller cannot demand the price until 
then.

The third subdivision of sales is the sale of dayn for dayn (bay’ 
al-dayn bi al-dayn). Many restrictions apply to these sales 
primarily due to forbidding the sale of “al-kali’ bi –al-kali”, which 
means literally the exchange of two things both “delayed”, or 
the exchange of a delayed (nasi’a) counter value for another 
delayed counter value. In this article, I will not delve into the 
debate as to the “perceived to be” weak authentication of the 

Prophet’s hadith governing “al-kali’ bi –al-kali”. In any case, 
such a principle is said to have near universal application, and 
thus to have earned canonical authority as ijma’, or unanimous 
consensus. 

Given the variety of subdivision aforementioned, it is now 
important to come up with a series of possible scenarios 
resulting from various combinations of an exchange between 
‘ayn and dayn. Suppose there are two parties, i.e. party A 
and party B, intending to exchange a bundle of ‘ayn (X) and 
a bundle of dayn (Y).  The configuration of A’s consumption 
bundle on ‘ayn and dayn  is as follows:

Whereas B’s consumption bundle on ‘ayn and dayn can be 
defined as:

To slightly sharpened the understanding of various types of 
exchange, a time component is added, defined as t0 = cash 
(spot) and tn = (future delivery) where n>0. As such, it will 
determine whether a certain contract is lawful or unlawful 
depending on the Shari’a rules that govern them.

Hence, a series of possible exchange scenarios resulting from Exhibit 2 are demonstrated in Exhibit 3.
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Exhibit 3 clearly shows twelve possible outcomes resulting 
from a number of exchanges between party A and party 
B taking into account different time zones. Scenario 1 is a 
contract of barter where an informal delay in one of the items 
does not necessarily nullify the contract. Scenario 2 may 
have a similar state of affair to Scenario 1, in the sense that 
there isn’t any fundamental Shari’a issue that may void the 
contract irrespective of whether A’s ayn or B’s ayn is delivered 
now or later. Scenario 3, however, may be deemed unlawful. 
Nonetheless, various kinds of rights to rescind (khiyarat) can 
give rise to a legal right in the buyer to delay payment of price 
until right to rescind ends.

Scenario 4 shows a common spot sale contract between 
contracting parties; and thus, it is clearly permissible. In 
Scenario 5, a deferred delivery on either item is possible. 
Nevertheless, a rather tricky condition can occur if the item 
sold (‘ayn) is fungible (mithliyyat). If so, rules on salam may 
apply to such an exchange whereby the price must be settled 
in advance. Scenario 6 requires a caution; as the type of 
‘ayn can determine the permissibility of the exchange. The 
transacting parties therefore need to differentiate between 
mithliyyat and qimiyyat products. If an ‘ayn being exchanged is 
non-fungible goods (qimiyyat), the fuqaha provide a space for 
its permissibility. It is understood that qimiyyat product does 
not make up for a debt (dayn), thus a deferred delivery on 
qimiyyat products against a deferred delivery of another dayn 
is lawful. In other words, such a transaction is not tantamount 
to “al-kali bi al-kali” as described earlier. This view is supported 
by Tageldin (2004)  and Vogel and Hayes (1998). This matter 
would have had an entirely different judgment, should the 
products are categorised as fungible (mithliyyat).  

In Scenario 7, since it is dayn bi al-dayn, unless one or both 
counter values is actually paid in contracting session, the 
contract will become unlawful. Some parameters that need 

careful attention are as follows: 

a) If both are currency (not of the same type), then it is sarf, 
requiring a spot delivery of both (the amount can be different); 

b) if it is between ribawi items as prescribed in the hadith of 
Prophet Muhammad SAW, the same rules apply; 

c) If not a) or b), then one side must be paid now (recall rules 
on salam). 

Scenario 8 demonstrates an unlawful contract as it is also dayn 
bi al-dayn. But if one of the two counter values is completely 
settled during the contract session, this makes it like ‘ayn, 
hence it becomes lawful. The last scenario, Scenario 9, is the 
state of contract that has persistently drives the debate in 
Islamic finance industry until now. As understood, such a 
contract is considered unlawful since it is dayn bi al-dayn. To 
sum up the outcomes of the financial exchanges, Exhibit 4 
presents the results.   
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CONCLUSION
An unblemished understanding of fundamental principles of 
financial contracts is essential; and that requires a methodical 
approach and rigorous process. The explication presented in 
Exhibit 1 to 4 has an objective to easily help in understanding 
the guiding principles governing the variety of lawful 
contracts that could be the basis for financial engineering. 
Such an understanding is essential in the context of the future 
development of Islamic finance which would be determined 
by its ability to develop genuine products that could serve the 
needs of various segments of society.
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NOTE

In the August 2016 issue of ISFIRE, we started with a one-
pager to introduce standardisation of notation in Islamic 
economics, banking and finance (IEBF). The Note 1 was on 
murabaha (reproduced below with some amendments). In the 
Note 2 below, we introduce standardised notation on salam. 
We believe that standardisation of notation will help develop 
consistent pedagogical tools.

Note 1: Murabaha

1. (A.X.B; PMUR, ∏MUR, T) represents a classical murabaha 
arrangement between A (seller) and B (buyer) to buy/
sell a commodity X for the murabaha price PMUR and 
murabaha profit of ∏MUR for T as the date of payment of 
price. 

2. (A.X[1].B; PMUR, ∏MUR, T) represents a commodity 
murabaha arrangement between A (financier) and 
B (financee) arranged by a single commodity broker 
1; whereby PMUR is the murabaha price, ∏MUR is the 
murabaha profit, and T is the duration of the financing 
period (in years, months, or days, etc.).

3. (A.X[1.2]X.B; PMUR, ∏MUR, T) represents a commodity 
murabaha with two commodity brokers, 1 and 2. 

4. (A.X[1].B; PMUR, ∏MUR, T, D(.), R(.)) represents a 
commodity murabaha arrangement between A (financier) 
and B (financee) arranged by a single commodity broker 
1; whereby PMUR is the murabaha price, ∏MUR is the 
murabaha profit, and T is the duration of the financing 
period (in years, months, or days, etc.); D(.) and R(.) 
represent default and rebate clauses, respectively, such 
that:

 Default Penalty = a Xi; and

 Rebate amount = b Xj

 whereby Xi = amount outstanding at the time of default; 
Xj = amount outstanding at the time of early settlement 
date; and 0 ≤ a ≤ 1 and 0 ≤ b ≤ 1.

5. (A.X[1].B; PMUR, ∏MUR, PMURIK, T / N, PEX) represents 
a commodity murabaha based on Islamic mezzanine 
financing arrangement between A (financier) and B 
(financee) arranged by a single commodity broker 
1; whereby PMUR is the murabaha price, ∏MUR is the 
murabaha profit, PMURIK is the payment in kind (one-off 
balloon payment at the end of the financing period) and T 
is the duration of the financing period (in years, months, 
or days, etc.); N is the number of shares that B promises 
to sell to A in the event of default for an agreed price PEX.

Note 2: Salam

1. (A.X.B; PSAL|T0, T) represents a classical salam contract 
between A (seller) and B (buyer) to buy/sell a commodity 
X for the salam price PSAL|T0 to be paid upfront by B at 
time T0, allowing the seller to deliver the commodity 
during time period T or on a specific date at the end of T. 

1. ([A.X.B; PSAL1|T0], [B.X.C; PSAL2|T1], T) represents a salam-
parallel-salam arrangement, involving three independent 
parties, A, B and C; whereby A sells commodity X to B for 
a salam price, PSAL1|T0, paid by B upfront at T0, to receive 
the delivery during time period T or on a specific date 
at the end of T. The salam-parallel-salam arrangement 
also involves B selling the commodity X to another 
independent party C that pays salam price, PSAL2|T1, to B 
at the time of entering into the salam contract, i.e., at T1          
    T0 ≠ T1, to deliver the commodity X during time period 
T or on a specific date at the end of T. 

2. (A.X.B.X.C; PSAL1|Ti, PSAL2|Tj, T) represents a three-
partite salam-parallel-salam contract, whereby A sells 
commodity X to B for a salam price, PSAL1|Ti, paid by B 
upfront at Ti, and B sells on commodity X to C for a salam 
price, PSAL2|Tj, whether Ti = Tj or Ti ≠ Tj; the deliveries take 
place during time period T or on a specific date at the 
end of T. This is a null and void contract that does not 
fulfil the requirement of independence of the two salam 
transactions.

STANDARDISATION OF NOTATION IN
ISLAMIC ECONOMICS BANKING AND FINANCE

A
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Islamic finance is currently one of the fastest growing sectors and is expected to reach US$3 trillion by 2018. 
However, this sector is at an incipient stage in India. Strings of developments that have been made in recent 
years have reinforced our view that Islamic finance is gaining traction in India and could outgrow markets in 
other jurisdictions, in the years to come. Not just because of the estimated 180 million Muslims living in India. 
‘Islamic Banking’ or ‘Interest Free Banking’ can prove to be very effective if it is looked at through the broad 
economic medley and not merely as a religious philosophy. 

The market for Islamic finance has so far remained at a nascent stage with only a few and small Shari’a based 
funds in existence despite the huge potential for Islamic banking products in the country. Islamic banking 
finances (through its joint ventures, partnerships and leasing) are provided by investors or banks to the 
borrowers with a condition that financial risk is to be borne by the investors, and other risks to be borne 
by the borrower. One should note that none of these recent developments was the direct result of any 
concerted efforts by either anyone person or authority. This article lists some of the major developments in 
Islamic finance that has shaped India’s Islamic finance industry together with a brief analysis of its impact on 
the Indian market. 



ISLAMIC FINANCE REVIEW  | OCTOBER 2016
TALKING 
POINTS

THE STORY THUS FAR…
The high powered Raghuram Rajan Committee Draft Report 
released on 7th April 2008, strongly put forth interest-free 
banking as part of its recommendations for reforms in the 
Indian financial sector. The Committee proposed that interest 
free banking is another area that falls broadly in the ambit 
of financial infrastructure. Although interest-free banking in 
India has been provided through non-bank financial companies 
(NBFCs) and cooperatives, this is done on a limited scale. The 
Committee, which was working on finding ways to promote 
financial inclusion amongst the marginalised or minority 
communities, recommended that measures be taken to 
introduce the delivery of interest-free finance on a larger scale 
as an effective means to draw Muslim minority population in 
India (currently at around 14% of the total population) into the 
economic mainstream of the country. At present the majority 
of them are cut off from the mainstream financial system 
due to interest-based transactions. The Report went on to 
advocate Islamic microfinance as a way to enhance financial 
inclusion and address poverty.

Islamic finance faced a temporary setback in 2011 when a 
writ petition in the High Court of Kerala was filed against the 
decision of the Kerala Government to invest in NBFC through 
one of its state sponsored entity. The objection of the 
petitioner was that a state cannot participate in an ‘Islamic’ 

venture, as it violates the secular principles as enshrined in the 
Constitution of India. This petition was finally dismissed by 
the court on the grounds that Islamic finance is not restricted 
to any one particular community and can benefit the economy 
as a whole. While the High Court’s decision was positive, the 
decision by Reserve Bank of India (RBI) to allow Islamic NBFCs 
to operate in India had a negative fallout. 

In April 2012, the RBI revoked the licence of Alternative 
Investments and Credits Ltd (AICL), on grounds of non-
compliance with the Fair Practices Code as AICL was 
operating under a participatory model. Compliance to the 
code requires NBFCs to explicitly state the interest rate to be 
charged upfront. AICL, which had been operating since 2002, 
is based in Kozhikode; a Muslim-dominated north Kerala’s 
business hub. AICL has since challenged the RBI’s decision, 
with the litigation still pending with the Bombay High Court.

The introduction of the Alternative Investment Funds (AIF) 
Regulations in 2012 by the Securities and Exchange Board of 
India (SEBI) with the objective of regulating pooled investment 
vehicles in India, had paved the way for setting up of Shari’a-
based funds. Shari’a practitioners were quick to realise that 
AIFs can be used to set-up dedicated Shari’a-based investment 
funds under the AIF Regulations. The SEBI has in the past has 
been forthcoming in permitting Shari’a-based products to be 
launched in India. It had early on allowed Shari’a-based mutual 
funds, portfolio management products and exchange traded 
funds to be floated. To date, the Indian market has witnessed 
a handful of Shari’a-compliant investments by venture capital 
funds and Shari’a-based investments in the Indian real estate 
sector. 

THE GRADUAL RISE OF ISLAMIC BANKING
The launched of the National Waqf Development Corporation 
(NAWADCO) by the Ministry of Minority Affairs was 
conceivably a precursor to developing an Islamic banking 
sector in the country. The objective of NAWADCO is to 
facilitate and mobilise financial resources for the development 
of waqf properties for community development purposes in a 
joint venture with the State/Union Territory Waqf Boards and 
the Mutawallis. It is expected that with the recent enactment 
of the Waqf (Amendment) Act, 2013; administration of waqf 
properties would become more transparent and provide an 
enabling environment for the development and utilisation of 
waqf lands for the welfare of the Muslim minorities in the 
country. At present, it is estimated that India has 490,000 
waqf properties generating an annual income of INR 1.63 
billion. These initiatives from the government had put the 
spotlight back on Islamic finance.  

In another positive step forward, RBI granted permission to 
Cheraman Financial Services Limited (CFSL), a NBFC based in 
Kerala, to operate on a Shari’a-compliant basis. However, the 
highlight of this development was the Kerala government’s 
stake in the company with Kerala State Industrial Development 
Corporation (KSRDC) being the single largest shareholder in 
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the company, holding 11% shares. This was seen by many 
as the much needed boost for IBF. Since its launched in 
2013, CFSL has already funded start-up companies and 
infrastructure projects through the Cheramun Fund, which 
is a capital venture fund under SEBI Regulations. The fund 
provides equity funding to viable ventures, both for start-up 
entities and for expansion of existing entities. This will also 
help in creating awareness in the country, besides setting a 
precedent for more mainstream Shari’a-based products and 
structures to be launched. It clearly appears that the RBI may 
be softening its views on Shari’a-compliant NBFCs in India.

SIGNS OF WARMING UP
The RBI has been considering Islamic banking’s entry into India 
for nearly a decade. However, IBF has received a lukewarm 
response by the government and regulators until recently. 
In 2015, an RBI committee was tasked to study financial 
inclusion in India. The Committee on Medium-term Path on 
Financial Inclusion, headed by Deepak Mohanty, released a 
report (The Report) that strongly advocated the introduction 
of interest-free banking in India. The Report also sets out 
the advantages of adopting an Islamic finance-based model 
in India, recommending “interest free windows” in existing 
conventional banks. The Report states: “One area that has 
not been adequately addressed is the role of interest-free 
banking in financial inclusion. Globally, interest-free banking, 
also known as Islamic banking, has witnessed a significant 
increase, especially in the wake of the financial crisis.” Citing 
a survey, The Report argued that “evidence suggests that 
Muslims are less inclined to access formal finance, in general, 
although they might be accessing long-term formal finance”.

In a bid to attract investments from Muslims, the Ministry 
of Minority Affairs has plans to roll out a pan India Shari’a-
compliant mutual fund. The objective of this fund is to channel 
investments from the Muslim community and other ‘deep 
pocket’ investors into minority welfare schemes. While the 
concept of a Shari’a-compliant mutual fund is not new in India, 
this would be the first instance where the Government of India 
is directly involved in a Shari’a-compliant product. The impact 
of these initiatives could be far reaching. It demonstrates 
the government’s seriousness in creating an Islamic financial 
market. This will also help in creating awareness in the 
country, besides setting a precedent for more ‘mainstream’ 
Shari’a based products and structures to be launched.  

One of India’s largest bank, State Bank of India, announced 
in 2014 that it was setting up an Islamic equity fund and is 
planning to launch a Shari’a-compliant mutual fund in the 
coming year. Although it received the necessary approvals to 

launch the fund, the fund launch was deferred. Many political 
observers claimed that the decision was due to political 
intervention. 

Another Islamic financial product that has attracted much 
attention is sukuk. In India, sukuk are now beginning to be 
seen as a feasible and viable Shari’a-compliant financing 
instrument. Sukuk represent a beneficial ownership interest in 
an underlying asset or portfolio, in conformity with Islamic law 
and Shari’a principles. The Ministry of Finance had taken an 
initiative to review what impediments sukuk can face in India. 
A committee  was set up to review the legal, regulatory and 
taxation issues impacting market for Islamic finance bonds 
and other issues relevant to the development of the sukuk 
market as well as the functioning of a leasing industry. 

A concrete step towards ushering in Islamic finance into 
India was the execution of a Memorandum of Understanding 
(MoU) between the Islamic Development Bank (IDB) and the 
Export-Import Bank of India (EXIM). The MoU’s terms permit 
IDB to open its first branch in India to offer Shari’a-compliant 
financial and banking services. A commercial line of credit 
amounting to US$100 million is to be extended by the Islamic 
Corporation of Development of the Private Sector (ICD) to 
EXIM Bank. This was done pursuant to a MoU entered into in 
respect of the same. A state-of-the-art rural mobile network 
in Gujarat worth US$55 million has also been promised by 

1. Mr. Jayesh H was a member of this committee.
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IDB. The Small and Medium Enterprise sector seems to be the 
primary focus of IDB funding and investments in India.  

Most recently, Jammu and Kashmir Bank (J&K Bank) 
announced that it was considering offering Islamic banking to 
its customers in the state. The bank is looking to examine the 
proposal after taking the RBI on board. The J&K Bank said 
there is huge scope for Islamic banking in the state, but the 
concept needs to be understood in its right perspective to 
make it acceptable.

CONCLUSION
After a long and politically motivated period of resistance 
against the introduction of IBF in India, the government’s 
approach towards Islamic finance is slowly turning positive. 
Many observers are optimistic of IBF’s future in India and 
expects the market to pick up in the next few years. But for the 
market to become really significant and able to attract offshore 
Islamic liquidity, it is necessary that relevant amendments to 
the tax and stamp duty laws are made. Support is expected 
as India, acknowledging the upward trajectory of the global 
Islamic finance industry, is working towards broadening its 
potential to become a favoured investment destination for 
Middle Eastern and Southeast Asian investors looking for 
Shari’a-compliant investments.
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IMPLICATIONS OF FINTECH ON ISLAMIC 
FINANCE INDUSTRY
The financial sector is filled with old legacy systems and 
deep rooted traditions where complacency often prevails. 
These conditions make the industry particularly favorable for 
disruption allowing software and technology to potentially 
play a huge role in making existing financial services more 
efficient. However, the value propositions presented by 
these novel digital technologies threaten the status quo of 
the banks and financial institutions eco-system. According 
to PWC, consumer banking and payments segment are most 
susceptible to the disruption caused by Fintech in the near 
future followed by insurance and asset management. Almost 
28% of banking and payments and 22% of the insurance, asset 
and wealth management business is expected to be at risk due 
to the disruption caused by Fintech. And, Islamic banks and 
financial being a part of the eco-system are equally vulnerable 
to this disruption. 

In fact there are several reasons to believe that the Islamic 
finance institutions, due to its infancy state, face a larger 
threat from the evolution of Fintech. The Islamic finance 
industry is weighed down by lower levels of digitisation 
compared to the conventional counterparts. Islamic banks still 
have lower customer penetration in mobile banking compared 
to conventional banks, thus requiring Islamic banks to pour 
in more resources in its digitisation efforts to catch up . 
According to the Boston Consulting Group (BCG), over the 
next five years corporate banks that remain digital laggards 
could see profits drop by as much as 15% to 30% relative to 
their digitally fast-moving competitors.

The Fintechs especially those with focuses on the retail 
market will gain ground and eventually build sustainable as 
well as scalable businesses. Failure by the banks to respond 
in five major retail banking businesses — consumer finance, 
mortgages, finance to small and medium-size enterprises, 
retail payments, and wealth management, could translate 

Fintech refers to companies that use technology to deliver financial services to consumers. Information technology and software 
firms supporting and facilitating the financial sector firms more so termed as bank technology service providers are also a form of 
Fintech companies.  The other type of Fintech companies are tech-startups and small innovative firms replacing the regular financial 
intermediary, the ease of accessibility to which can cause disruptions for mainstream banks and banking system. For the mainstream 
financial institutions, the former type is a complementary service, and on the contrary the latter group pose threat their business. 

The latter group of Fintech companies are now the focus of financial service organisations across the world, due to its disruptive 
nature of tearing down existing business models and creating new and efficient means of providing the same services to consumers. 
The growing prominence of these companies can be assessed by their growth in investments in these companies. From 2009 to 
2014, the total global investment in Fintech stood at US$24.7 billion, and in 2015 an estimated US$40 billion was invested into 
Fintech, representing a year-on-year growth of 228%. 
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into 10% to 40% of the revenue being risked by 2025 for 
both Islamic and conventional banks. Additionally, the Fintech 
companies are also likely to cause reduction of prices and 
compression of margins.

ISLAMIC FINANCE AND FINTECH: CURRENT 
SCENARIO
Fintech’s penetration into Islamic finance is still in early stages 
with very few participants. However, the potential disruptions 
to traditional Islamic finance cannot be underestimated, 
both from the perspective of the consumer, and for the 
development and spread of the Islamic finance industry. From 
a consumer perspective, Fintech provides more choices that 
suit individual needs at competitive cost and easier access 
over internet, mobile devices and social media. 

But the biggest potential impact of Fintech on Islamic finance 
would be the wider outreach of Islamic financial services as 
an alternative to conventional finance, especially in markets 
where it Islamic finance has yet to evolve beyond a concept. 
However, traditional Islamic finance providers will face more 
intensified competition with Fintech eating into their margins. 
IFIs may also end up with reduced deposit and investment 
portfolio, as online investing options for consumer increase. 
This will force IFIs to offer services via digital channels, and 
standardise offerings to customers. Some IFIs may also 
collaborate with Fintech companies, which would allow them 
to focus on their core specialisations.

Overall, Fintech would contribute positively to the evolution 
of Islamic finance, and increase the range and reach of its 
products and services. Crowdfunding and P2P lending also 
provide the platform for Musyarakah- and Mudaraba-based 
equity financing, which have not been very successful in the 
traditional IFI environment.

1. World Islamic Banking Competitiveness Report 2016 by EY

Some of the Islamic finance players that have ventured into 
Fintech include Abu Dhabi Islamic Bank (ADIB), Dubai Islamic 
Bank (DIB), and National Bonds (a Shari’a-compliant savings 
and investment firm). ADIB has teamed up with IBM to build 
a digital studio that will work on digital innovation projects 
across the bank, including mobile banking iOS apps build on 
IBM’s Bluemix cloud platform and IBM Mobilefirst. The bank 
seeks to increase its presence in the Fintech space, and will 
be using Bluemix to work on the next generation apps for 
cognitive computing and analytics. Using IBM Mobilefirst, 
financial advisors in the bank can access and manage client 
portfolios from their iPads. 

Dubai Islamic Bank (DIB), the largest Islamic bank in the UAE, 
announced the introduction of the Visa payWave cards, which 
uses contactless payments, and allows customers to conduct 
transactions quickly. Visa payWave cards carry multiple layers 
of security, and only work when the card is within 4 cm of 
the card reader. In addition, the payWave terminal can only 
process one transaction at a time. This technology eliminates 
the need for PIN numbers and signatures for purchases below 
AED 300, and reduces significantly the average customer 
queuing time, allowing merchants to effectively serve more 
clients. Customers can simply wave the card against the POS 
terminal or tap-and-go. Each DIB Visa payWave-enabled card 
contains a tiny microchip that sends payment information to 
a contactless card reader via short-range radio frequency 
waves. The information does not contain the cardholder’s 
name and includes an encrypted security code that is unique 
to each transaction. Visa payWave can be found on both 
credit and debit cards, and can also be enabled on a mobile 
phone.

In Malaysia, a key market for Islamic finance, a wholly-owned 
subsidiary of Raeed Holdings Sdn Bhd (Raeed), which is 
a consortium of six Islamic Banks in Malaysia, launched a 
Fintech initiative known as Investment Account Platform 
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(IAP). IAP Integrated started its business in 2015 as an internet 
based multibank investment portal. The portal facilitates 
intermediation by the Sponsoring Banks to match financing 
requirement of ventures with investment from retail and 
institutional investors via investment accounts. 

The UAE’s Dubai Multi Commodities Centre (DMCC) 
Commodity Murabahah Trading Platform (CMTP) and 
Nasdaq Dubai Murabahah Platform developed by Dubai in 
collaboration with Emirates Islamic (EI) and Emirates Islamic 
Financial Brokerage (EIFB) are some of other prominent 
Fintech initiatives. The Nasdaq Dubai Murabahah platform 
uses wakala based certificates which enables Islamic financial 
institution to offer cash financing to customers in a quick and 
efficient manner.

Fiserv Inc., a global provider of financial services technology 
solutions, announced that UAE’s National Bonds has selected 
AML Risk Manager for the effective detection, investigation 
and resolution of financial crimes, and to ensure regulatory 
compliance. AML Risk Manager will provide the organisation 
end-to-end transaction lifecycle management capabilities 
ranging from profiling and monitoring, through to case 
management and reporting.

Another development in this space is introduction of Liwwa 
- a Jordan-based Shari’a-compliant P2P lending platform that 
focuses in the Middle East. It is an online credit marketplace, 
where borrowers can access capital while investors earn 
regular monthly returns on their investments. Borrowers can 
apply for small business loans online in ten minutes or less. 
From there investors are permitted to invest directly in the 
small business loans that appeal most to them.  Recently, the 
company closed an impressive US$2.3 million funding round 
to build up their ability to assess an applicant using technology, 
rather than using traditional credit ratings that have made 
most banks in the region ineffective at growing SMEs.

FINTECH: AN OPPORTUNITY!
Despite many arguments that suggest Fintech as a threat to 
the Islamic banking and finance industry, it also presents equal 
opportunities to exploit and proliferate across various fronts 
such as customer acquisition and experience, enhancing 
operational efficiency, strengthening delivery channel and 
improving margins by reducing costs. 

2. World Bank
3. US Census
4. World Islamic Banking Competitiveness Report 2016 by EY
5. Accenture

FINANCIAL INCLUSION: 
Technology has the potential to drive change in the Islamic 
finance industry, especially for the 2.3 million SMEs located 
in the Middle East and North Africa (MENA). Fintech 
companies are using innovative solutions to make access to 
financial services more efficient. Despite the fact that 76% of 
enterprises in MENA have a bank account, only 26% reported 
having a credit from a financial institution. Given this low 
credit penetration at the corporate level in Muslim countries, 
Fintech can be the solution to narrow the credit gap, which 
is estimated to be more than US$140 billion . SMEs that find 
it hard to obtain bank funding from IFIs can could look to 
Fintechs to fill that gap, via Shari’a-compliant P2P lending and 
crowdfunding platforms.

PUSH FOR DIGITISATION: 
The evolution of Fintech and the digitisation of banking 
business means that banks will have to completely reinvent 
their business model. Digital banking is the preference of 
millions of technology savvy millennials who represent almost 
35% of the GCC population  and are more receptive to new 
ways of consuming financial services. The future of retail 
banking in emerging markets will increasingly be predicated 
on mobile/smartphone applications and this has prompted the 
push for digitisation in Islamic banks. As a result, the boards 
of most of the 40 systemically important Islamic banks have 
approved expenditure on digital initiatives between US$15 
million and US$50 million over next three years . The IFIs are 
well aware that failure to act could cost up to 50% of their 
retail banking profit in next few years. 

STRATEGIC PARTNERSHIPS: 
Fintech companies can broadly be classified into two different 
types, namely competitive and the collaborative . Competitive 
companies pose a direct challenge to the financial services 
institutions. But on the contrary, the collaborative segment, 
offers solutions that complement the position of existing 
market players. The IFIs can seek to leverage from similar 
supplemental collaborations. Given, the lower penetration 
levels of IFIs in most markets, they tend to have a smaller 
network of branches and hence, smaller distribution channel 
to market their products and services. However, partnership 
with the right Fintech player would allow IFIs directly access to 
customers. These financial institutions can also reduce costs 
as less expenditure in supporting infrastructure is incurred. 
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To the common individual, Islamic banks are nothing more 
than ‘normal’ conventional banks that do not deal with 
interest (usury); all the while refraining from non-Shari’a 
compliant investments. Though partially correct, yet at a 
fundamental level, Islamic banks differ drastically from that 
of its conventional counterpart.  The differences stem mainly 
from Islam’s view on wealth; and the ensuing responsibilities 
pertaining to its circulation and management. But considering 
the ‘fiat currency syndrome’ that has taken hold of most 
economies, the superficial similarities between Islamic and 
conventional banks became further harmonised; giving the 
impression that they are two side of the same coin.  

That being said, in order to propose a roadmap for bringing 

current Islamic banks closer to the original essence of the 
Islamic finance spirit, one needs to first go back in time to look 
at how Islamic banks came about. Islamic finance, at least as 
a concept, has existed for a very long time. Yet its adoption 
throughout the ages has been on a continuously declining 
trajectory to eventually reaching a nearly nonexistent level. At 
the same time, the rise of sophisticated conventional finance 
tools; coupled with human greed, accelerated and reaffirmed 
the people’s decision of not engaging with the Islamic finance 
variant. This stance remained the status quo up until the 
early 1960s, when the Malaysian Tabung Haji (a government 
fund to assist Malaysian pilgrims to travel to Makkah) and 
the Egyptian Mit Ghamr Savings bank (the first interest-free 
saving bank in modern times) were both established. 

TALKING
POINTS
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TO BRIDGE THE GAP
Based on the success of these two social experiments, other 
Islamic financial channels mainly banks, started cropping 
up across the Muslim world. But these banks where taking 
grassroots in an Islamically barren financial ecosystem. As such, 
the strict adherence to the ‘spirit’ of Islamic finance of placing 
higher emphasis on equity-type transactions became not 
feasible. So Islamic banks started mirroring their conventional 
counterparts by providing debt-based, Shari’a-compliant 
facilities; which alleviated the issue of incurring higher risks 

In order to propose a roadmap 
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banks closer to the original 
essence of the Islamic finance 
spirit, one needs to first go 
back in time to look at how 
Islamic banks came about. 
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usually associated with equity-based transactions. This new 
modus operandi of the Islamic banks provided a glimpse on 
the potential of what this underdeveloped industry has to 
offer; eventually giving way to the reformation stage of the 
modern Islamic finance industry.

During this stage, industry stakeholders were scrambling to 
take control of this dormant giant; with the aim of harnessing 
the industry’s full potential. As such, Islamic banks began 
engineering products akin to conventional solutions; to bridge 
the knowledge gap at the client level. Governments also 
introduced Islamic banking laws to legitimise and govern the 
practice. Shari’a scholars, especially the ones verse in financial 
matters, became highly sought after talents. Thus, barren 
no more was this Islamic financial ecosystem. With time, 
complementary Islamic finance industries started cropping 

around the Islamic banking sector, given this ecosystem 
further depth and maturity. Yet, to date, the lion’s share, in 
terms of Islamic assets, remains with Islamic banks.

DIVERGE FROM THE TRUE SPIRIT
According to the ‘State of the Global Islamic Economy 
2016/17’ report prepared by Thomson Reuters, Dubai Islamic 
Economy Development Centre, and DinarStandard; the global 
Islamic finance assets rose by 10.5% reach US$2.004 trillion 
in 2015; 72% or US$1.451 trillion of which are Islamic banking 
assets. Though this percentage is comprehendible in some 
ways, given that the industry initially grew out of Islamic banks, 
many cite how the industry continues to diverge from the 
true ‘spirit’ of Islamic finance in providing higher emphasis on 
debt-based transactions opposed to equity-like, risk sharing, 
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modes. This divergence may be explained by two main issues 
faced by Islamic banks: 

• Lack of sufficient, investment-grade, Islamic channels; 
and 

• Stringent regulations governing the banking sector. 

It is the latter that pushes banks towards debt-based 
transactions and further exaggerating the former issue. This 
creates an Islamic finance culture primed at focusing on debt-
transactions; mainly carried out via Islamic banking channels. 
The aforementioned report continues to project that the 
Global Islamic finance assets will grow to US$3.461 trillion 
by 2020; 78% or US$2.716 trillion to which will be Islamic 
banking assets.  

This debt-based transactional drive by Islamic banks is not 
necessarily a bad thing. It is this very drive that allowed for a 
superstardom industry growth. But the often used argument 
that “you need to start somewhere [anywhere] to attain 
size and recognition, even though you may be moving away 
from the true spirit of Islamic finance”, is slowly becoming 
invalid. The industry has already sprouted roots and is alive 
and growing. The scales may eventually tip one day against 
the favor of the industry, in that it will be too large then to 
introduce any change; point in case, the difficultly it took to 
kick start the current modern Islamic finance industry in the 
first place. 

WHERE THE ROADMAP BEGINS
This brings us to the proposed roadmap that should be 
adopted by the Islamic finance industry as a whole. It can be 
summed up with simply: the need to place more emphasis 
on Islamic non-banking financial institutions (NBFIs). The 
mandate of such institutions, the likes of ijara and mortgage 
companies, is to invest in the real economy; i.e. in real physical 
assets. Considering that these NBFIs are usually bounded by 
less regulation and have higher risk appetite, they are able 
to extend financing to Small-and-Medium-Enterprises (SMEs) 
that banks tend to shy away from. 

Additionally, their operational modes call for providing risk-
sharing type of financing. A parallel industry would eventually 
also crop up, aimed at servicing these NBFIs and their client 
base. With time, these NBFIs would eventually allow for a 
yet deeper Islamically-tuned finance ecosystem, which will 
magnify the pool of available Islamic investment channels for 
Islamic banks to tap into. As such, NBFIs would act as the 
catalyst for Islamic banks in reconnecting with the intended 
Islamic finance spirit. To date, if we club the total assets of 
the takaful/reTakaful (Islamic insurance) and Islamic funds with 
that of the Islamic NBFI industry, their combined asset base 
only account for 10.5% of the total Islamic finance assets; 
amounting to a mere US$210 billion.

The logic of ‘a-thousand-mile-journey-starts-with-the-first-
step’, which the Islamic finance industry adopted in its banking 
sector should be reused to fine-tune the industry’s offering. 
It will definitely take time and coordinated efforts to continue 
upholding the equity-conscious merits of the Islamic finance 
industry. For countries looking to introduce Islamic finance 
within its conventional-based economy, they are urged to 
explore developing a foundation of Islamic channels, made 
possible with NBFIs, prior to establishing Islamic banks. Given 
that Islamic banks have, even at a conceptual level, a ‘spiritual’ 
mandate, that while coupled with higher level of regulation, 
places such institutions at a more ‘evolved’ level; when 
compared to NBFIs. Thus, taking a ‘shortcut’ with establishing 
a country’s Islamic finance industry by jumping immediately 
in the deep-end, i.e. Islamic banks, would result eventually in 
mandate anomalies.

There is an old adage which says, “There are no shortcuts 
in evolution”. The Islamic finance industry has gained enough 
magnitude to be poised for the next big step. The talent is 
there, the ingenuity is there, the groundwork foundation 
is complete, and turbulent times seem to be upon the 
conventional finance space. The stage is set to take on the 
next leap forward by moving the industry towards a grander 
risk-sharing manner.  

The logic of ‘a-thousand-
mile-journey-starts-with-the- 
first-step’, which the Islamic 
finance industry adopted 
in its banking sector should 
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CHIEF OPERATING OFFICER, EAST AFRICA BANK, DJIBOUTI

WHAT WAS YOUR EARLIEST AMBITION? 
I have always wanted to do work in Islamic economics and this 
ambition led me to join Islamic banking. I wish to see Islamic 
finance flourishing worldwide as a sustainable solution to the 
economic needs of the global village.

WHAT DO YOU ENJOY THE MOST?
Meeting nice people, especially leaders in the field of Islamic 
finance, refreshes me. In these conversations you will find 
common threads that provide new avenues for your thinking. 
I have experienced the immeasurable advantage of meeting 
with people from different cultures. I also love developing and 
restructuring Islamic banking products through discussions.

WHY ARE YOU INTO ISLAMIC BANKING AND 
FINANCE?
I believe in the comprehensive viability of Islamic banking 
and finance. It is still a new model for the global system and 
development finance but has proven to be successful in 
promoting sustainable growth in many countries. I had joined 
the industry with a clear vision to first learn the principles 
of Islamic banking and finance and then spread the model 
globally.

WHAT DO YOU DO IN YOUR SPARE TIME?
I enjoy spending time with my family – watching TV together, 
heading out for some quality family time or just chatting and 
catching up on each other’s news. The little moments add up. 
I also love socializing, travelling and meeting new people from 
different walks of life.

WHICH MOVIE IS YOUR ALL TIME FAVOURITE? 
[IF YOU WATCH MOVIES]
I must say The Messenger and Harry Potter.  Watched both 
movies while enjoying family time.

WHO HAS BEEN YOUR GREATEST MENTOR?
Hazrat Omar bin Khattab is my all time hero. His seerah 
(biography) guided and inspired me to work for the wellbeing 
of humanity. I also learn from the people I meet and what I 
see. I tend to be a good observant.

WHEN ARE YOU THE HAPPIEST?
Whenever I see success stories be it in a person, organisation 
or country. Similarly, I appreciate the time spent with my 
family.

IF YOUR 15 YEARS OLD SEES YOU TODAY WHAT 
WOULD HE SAY?
He will praise Allah Almighty for granting me a blessed and 
successful journey as a professional Islamic banker as well as 
head of the family.

IN A FEW SENTENCES DESCRIBE YOUR 65 YEARS 
OLD.
I hope I will continue to witness rapid growth of Islamic 
banking and finance. My children would have grown up by 
then and will be extensively involved in the practical life.

ANY DISAPPOINTMENT IN LIFE?
Absolutely not. Allah Almighty has showered His bounties on 
me without any interruption. I always pray for success in this 
life as well as in the life-hereafter.
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YOU LIVED IN MANY COUNTRIES AND YOU 
TRAVEL EXTENSIVELY. YOU MUST ENJOY 
DIFFERENT CULTURES. WHAT IS YOUR MOST 
UNFORGETTABLE TRAVEL EXPERIENCE?
I remember going to Beirut for a conference. I think that was 
back in 2006. During one of the nights, myself and a group 
of friends decided to go out for dinner. We were four or five 
in number - Dr Ghaffar Khalid, Dr Daud Bakar, and another 
person or two besides me. During our taxi ride back to the 
hotel, my attention was drawn to the driver and Dr Ghaffar 
Khalid who were apparently engaged in a conversation. In 
Arabic of course. 

The taxi driver not knowing who we were nor had any clue that 
we spoke Arabic had rather innocently asked Dr Ghaffar Khalid 
if he (and his colleagues) would like to seek companionship. Dr 
Ghaffar Khalid was obviously very embarrassed and told the 
driver that his colleagues (i.e., us) were Islamic scholars and 
that they would definitely not be interested in his proposition. 
But the taxi driver persisted by arguing that he had on 
previous occasions arranged for companionship to scholars 
and insisted that Dr Ghaffar Khalid check with us. 

I looked at Dr Daud Bakar who pretended not to be listening. 
I could sense that he was getting embarrassed and was feeling 
very uncomfortable with the conversation that was taking 
place. I am not sure if I got embarrassed but I definitely felt a 
deep relief when we finally reached our hotel. 

YOU HAVE WORKED WITH A NUMBER OF SHARI’A 
SCHOLARS AROUND THE WORLD. WHO IN YOUR 
OPINION IS THE BEST SHARI’A SCHOLAR IN THE 
WORLD?
I have had the privilege of serving some of the greatest Shari’a 
scholars of the world. To me all of them are akin to pearls of 
different colours, sizes and characteristics. I have benefitted 
from the likes of Sheikh Hussein Hamid Hassan, Dr Abdul 
Sattar Abu Ghuddah, Sheikh Ali Mohyuddin Al Quradaghi, Dr 
Mohamed Elgari, Dr Daud Bakar, Dr Aznan Hasan and many 
more. I have not had an opportunity to work directly with 
Sheikh Taqi Usmani, which is a great miss. 

I cannot comment on the scholarships of all those I have 
worked with, as all of them are unique in many respects. 
Amongst the scholars I have worked with, Sheikh Ali 
Mahyuddin Al Quaradaghi is perhaps the humblest and the 
most hospitable. Once, we had a Shari’a Board meeting in 
Doha. Sheikh Al Quradaghi insisted that we should have 
lunch at his home prior to the meeting. Sheikh Hussein Hamid 
Hassan, Dr Abdul Sattar Abu Ghuddah and I reached Sheikh 
Al Quradaghi’s home in one car. 

To my embarrassment, Sheikh Al Quaradaghi rushed to grab 
my bag from my hand as I was stepping out of the car. I had to 
almost “fight” with him to prevent him from doing so. 

At the time when I was negotiating with Sheikh Al Quaradhi, 
Sheikh Abdul Sattar Abu Ghuddah had already unloaded my 
other bag from the car boot and carried it inside. Obviously, 
it is very difficult to beat these scholars in humility and 
competition to be good to each other.  This incidence shows 
how difficult it is to pick up anyone of them as “the best”. 

However, I must say that I enjoy the company of Sheikh 
Nedham Yaqubi the most. We have shared a few Shari’a 
Boards in the past and are currently members of a couple of 
Shari’a Boards together. Whenever we meet, Sheikh Nedham 
never fails to share a lot of intelligent information with me, 
whether it is purely Shari’a related or about world politics.

ARE YOU HAPPY WITH THE CURRENT PRACTICES 
OF ISLAMIC BANKING AND FINANCE?
By and large yes. Islamic banks are doing fairly well compared 
to their conventional counterparts. In terms of profitability, 
efficiency and competitiveness; they are as good as any 
other banks in their respective jurisdictions. However, I must 
also confess that Islamic banks are not real alternative to 
conventional banks.

There is nothing novel about Islamic banking other than 
constrained maximisation of profits. I would like to see a 
completely interest-free banking model - interest-free and not 
for profit.  That would, in my opinion, be the real alternative to 
conventional banking. 

AS A WELL-TRAVELLED MUSLIM SCHOLAR, 
WHICH MUSLIM COUNTRY YOU LIKE THE MOST 
AND WHY?
I was born in Pakistan but have lived in the UK since 1991. 
I now consider myself as a British Muslim who is known for 
his advocacy of Islamic banking and finance. As an advocate 
of Islamic banking and finance, I sincerely believe that the 
future of Islamic banking and finance lies in the countries with 
Muslim majority population. 

I would love to see Indonesia on top of my list but given the 
current state of affairs of Islamic banking and finance in the 
country, it will have to do a lot to climb up the list. My favourite 
country, therefore, remains Malaysia that has shown a lot of 
commitment to the promotion and development of Islamic 
banking and finance. I like Malaysia the most because Muslims 
therein are the most forward-looking and easy to work with.
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WHAT IS THE MOST IMPORTANT PROBLEM 
FACED BY MUSLIMS ALL OVER THE WORLD?
Like any other nation, Muslims are naturally confronted with 
a multitude of problems. Some problems are country-specific 
and others are a common denominator between Muslims and 
non-Muslims. 

The biggest problem faced by Muslims in my opinion is the 
lack of understanding of the religion. As Syed Qutab aptly 
put it, Islam is the most misunderstood religion, even by the 
Muslims themselves. Because of this, Muslims face an identity 
crisis. In my observation, they are completely confused and do 
not know who they are, what should they do and what should 
be their world-view.

ANY INCIDENCE THAT YOU STILL REMEMBER 
DISTINCTLY?
There are many actually. When I was at Loughborough 
University, I went to Graz (Austria) to present a paper at an 
academic conference. Our hosts had arranged for all the 
conference delegates to attend an opera performance in the 
famous Graz Opera. I was slightly late to reach the opera 
house, as when I reached there the doors had already been 
closed. To my relief, I wasn’t the only one who was late. In a 
minute or so I was joined by Professor Mark Blaug. Professor 
S. M. Ghazanfar and another person were latecomers as well. 
We were then allowed to slip into a side gallery after the first 
performance was over.

Upon entering the gallery, we found only three chairs. That 
meant one of us had to watch the performance standing. As 
I was the youngest, I had already made up my mind to offer 
the seats to the senior professors. But before I could open my 
mouth, Professor Ghazanfar pre-empted me by saying, “I am 
sure the young man will offer the seat to his older colleagues.” 
I had no problems with that at all. However, the other two 
professors offered their seats to me before occupying their 
respective chairs. Professor Blaug almost forced me to sit on 
the third chair, suggesting that he would prefer to watch the 
performance standing. Of course I politely declined his offer 
and insisted that he take the seat. 

When the second part of the performance ended; Professor 
Blaug stood up like lightning, grabbed me by my shoulders and 
forced me to sit on his chair. He then went off. I wondered 
what had happened and why he left so abruptly. Next morning, 
I asked Professor Blaug why he left early. He said, “I have been 
to many such operas and thought I should let a young man like 
you enjoy the performance in comfort.” Apparently, he felt 
uncomfortable seeing someone else standing while he sat in 
the gallery. I must say that I really admired Professor Blaug’s 
etiquettes, as this was my only meeting with him.

WHAT IS THE MOST IMPORTANT ROLE IN A 
FAMILY?
Each and every member of a family has a unique set of roles 
and responsibilities. Unlike most people who, in my view, are 
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expected to attribute paramount importance to motherhood, 
I shall say being a father is by far the most important role in 
a family. I have been a son and now I am a father of three 
children. I think fatherhood is the most underrated role in the 
Muslim societies, as most people tend to favour their mother 
over father. I should not be misunderstood here. I do not not 
deny that mothers play an instrumental role in the children’s 
upbringing as well as their emotional development. 

But a father has a number of important roles to play in a 
family. In an Islamic context, he should be the breadwinner; he 
should be the one to contribute to the physical development  
of his children; he should also prepare his children for 
different social and commercial roles; and most importantly 
he should be a role model in matters related with faith and 
religion. Whatever a father does in his lifespan doesn’t end 
with his life. His action or inaction during his lifespan has an 
everlasting relevance to the welfare of his children and his 
future generations. 

WHAT IS YOUR VISION FOR THE FUTURE OF 
ISLAMIC BANKING AND FINANCE?
While I remain a strong advocate of Islamic banking and 
finance, I am not entirely happy with its development so far. It 
has failed to emerge as a real alternative to the interest-based 
financial and economic system. It is too much in comfort with 
the conventional system, which I can’t help disliking. 

I would like to see the Islamic prohibition of interest, 
gambling and gharar as a basis for a new economic system. 
I think the time has come to accept that banking institutions 
are not indispensable in a modern society. The thinking of 
implementing the prohibition of interest within a banking 
framework is flawed. The real potential of application of the 
prohibition of interest is outside the formal banking sector, 
and this is something I would like Islamic finance to explore 
in future. 

ANY FOND MEMORIES OF YOUR TIME AT 
THE INTERNATIONAL ISLAMIC UNIVERSITY 
ISLAMABAD, YOUR ALMA MATER?
A lot of good memories actually, which I would like to share 
on another occasion. In my view, IIUI is the Muslim Aligarh 
University of Pakistan. The Aligarh played an immensely 
important role during the pre-1947 United India in developing 
a generation of enlightened Muslims. We, the Islamians, make 
up a new generation of enlightened Muslims. We had the 
best teachers who were always there to help. We, the first 
generation of Islamians, were taught under the shadow of 
Faisal Mosque, and enjoyed the madrasa-like environment; 

learning from some of the greatest jurists and scholars of 
modern times.

ON A LIGHTER NOTE, WHY ARE YOU CALLED ST. 
BARBAROSSA?
When I was studying for my undergraduate degree I came 
across a novel written around the personality of Khairuddin 
(or Hayreddin in Turkish) Barbarossa, naval commander of 
Sultan Suleiman the Magnificent. Impressed by his personality 
I added Barbarossa at the end of my name. It was for fun to 
start with, but I got stuck with it (smiling) as my friends from 
the university until today still call me by this name, whenever 
we bump into each other. St. was later added to Barbarossa 
during my stay at Cambridge.



At the recently held 6th Global Islamic Finance Awards (GIFA) ceremony in Jakarta on September 29, 2016; 
I proposed to H. E. Joko Widodo, President of the Republic of Indonesia, to set up an international Islamic 
financial centre in Jakarta as a means to attract Islamic financial capital from other countries, especially those 
comprising the Gulf Cooperation Council (GCC). 

The President immediately liked the idea!

Is it too early think about it, especially given that the share of Islamic banking and finance (IBF) in the 
Indonesian financial sector is merely 5%?

The main objective of the proposed Jakarta Islamic Financial Centre or JIFC for short should be to attract 
foreign investments into Indonesia and through it into the wider ASEAN countries. The distinct value 
proposition of JIFC would be its Shari’a compliancy, which is not an exclusive focus of other such centres 
(e.g., Dubai International Financial Centre, Qatar Financial Centre, and Abu Dhabi Global Markets, etc.). This 
is also the missing link in other jurisdictions in the regions, particularly in Singapore. By focusing on Shari’a 
compliancy, JIFC will have a competitive advantage amongst all other existing international financial centres. 

The proposed JIFC should also be differentiated from that of Malaysia International Islamic Financial Centre 
(MIFC), which is merely a secretariat based in Bank Negara Malaysia (BNM). The JIFC should be a full-
fledged financial centre built around the models of DIFC, QFC and ADGM, but with an exclusive focus on 
Islamic finance, halal industry and tourism, and financial inclusion and poverty alleviation. Such exclusive 
focus must leverage on the strength that Indonesia possesses, as an emerging market with global and 
regional influence. 
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Indonesia, with the largest Muslim population in the world, can serve as an attractive investment gateway to 
ASEAN for Shari’a sensitive investors, which will be facilitated by the enabling environment and infrastructure 
to be offered through the proposed JIFC. Another competitive advantage that the proposed JIFC possesses 
(which is missing in the case of DIFC, QFC and ADGM) is the large untapped local market prevailing in the 
country. With this advantage, the JIFC can potentially become a bigger success story than the centres 
mentioned above. With such competitive advantages highlighted above, the JIFC will also be in a stronger 
position to effectively compete with the likes of Singapore and offshore jurisdictions such as Labuan in the 
ASEAN region.  

A special focus of the proposed JIFC should be on developing a comprehensive model for the international 
players to contribute to the Indonesian endeavours to combat financial exclusion and poverty. There is a 
growing recognition of FinTech in widening the scope of financial services to cover rural communities.  In 
this regard, the JIFC should be positioned to take a lead role as an international Islamic financial center for 
investment and technology beyond FinTech to include biotech in support of the halal industry. 

There would be a number of benefits of the proposal. The global wealth is moving eastwards. Singapore is 
expected to become the second largest offshore financial centre in the world, after Switzerland by the year 
2020, when it is expected to manage about US$1.7 trillion of the global wealth being managed in offshore 
jurisdictions worldwide (Financial Times, June 7, 2016).

By 2020, global Islamic financial services industry is expected to grow to US$4.57 trillion (Global Islamic 
Finance Report 2016). This is a bigger opportunity in volume and significance than what Financial Times 
referred above for Switzerland. Indonesia can tap into the growth in Islamic financial assets by positioning 
itself strategically in the global Islamic financial services industry.
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compliant vehicles for the preservation and enhancement of family 
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Funds and Capital Markets – conventional and Shari’a-compliant real 
estate and private equity funds, securitisation and Sukuk structures, 
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