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

WHAT GIFR 2014 BRINGS TO THE INDUSTRY 
• Reportage and analysis of the global practices of the Islamic financial ser-

vices industry in over 10 sectors
• An exposition of Islamic micro-finance 
• Discussion on ethics and corporate social responsibility in Islamic finance 
• Inspire the discourse on the integration of commercial objectives and social 

responsibility 
• Building effective leadership in Islamic banking and finance
• Analysis of the challenges facing the human resource development
• Assessment of Islamic financial literacy as a tool for economic reform
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The vision behind launching ISFIRE was to bring out 
a publication that should serve as something similar 
to HBR for Islamic finance, and I am happy to report 
that we are inching towards our goal. In a period of 
three years, ISFIRE has emerged as one of the most 
trusted publications in Islamic banking and finance 
(IBF). While a number of publications have gone 
out of print in the last three years,  ISFIRE continues 
to grow with the industry. It is now the only print 
magazine being published from London. With an 
estimated size of the industry of nearly US$2 trillion, 
our aim is to make ISFIRE as the top publication 
covering all aspects of IBF. Incidentally, this is the 
last issue of Volume 4 (2014); so we would like to bid 
goodbye to our readers, with good wishes for 2015. 

This issue of ISFIRE brings to you a number of stories 
and reports but perhaps the most interesting one is 
an analysis of trust in IBF. Our special report on the 
most trusted and least trusted brands in IBF reveals 
a story. While there has in the recent past been a 
move in favour of creating the so-called neutral 
brands in IBF by dropping the word “Islamic” from 
the names of Islamic banks, our analysis suggests 
that the most trusted Islamic banks are the ones set 
up as full-fledged Islamic banks and not as part of 
the conventional banking groups. This conclusion 
holds both for separately licensed Islamic banks or 
separate subsidiaries - separate legal entities but 
embedded within the conventional business of 
mainstream banks. 

There are two other related pieces on risk and trust. 
Dr Nasser Saidi asserts that the recent financial 
crisis shattered people’s trust in banks and that 
they are looking for a new banking model that 
can be trusted more. He sees an opportunity 
for Islamic banking to present an alternative, 
which unfortunately is proving to be a missed 

opportunity by different stakeholders in the 
Islamic financial services industry. Mujtaba Khalid’s 
article on operational risk management in IBF is a 
continuation of the focus on trust and risk. Within 
operational risk, reputational risk is a major concern, 
which is directly related with the notion of trust. 
This was in fact topic of our fourth Islamic Finance 
Access Programme in Pakistan (IFAP-PAK4), which 
Edbiz Consulting held at COMSATS Institute of 
Information Technology Lahore. An IFAP Report 
covers the event that was attended by a large 
number of bankers from around the Lahore region.

There are two interviews included in this issue, 
which the readers will find educational as well as 
inspiring. Dato’ Adnan Alias, CEO of IBFIM, shares 
with us the crucial role his organisation is playing 
in developing the required talent for the Islamic 
financial services industry. He is certainly an 
inspirational personality, who is revered by his staff. 
His interview suggests that he believes in taking his 
employees on board before making any decisions. 
This consultative approach makes him an effective 
manager and leader.

Another interview, that of Sheikh Abdelkader Amor, 
CEO of Al Maali Consulting Group, is also included 
in this issue.

This issue’s Personality guest is Mr Issam Al Tiwari, 
Chairman of Rasameel Group, Kuwait.  

In some ways, this issue is a special edition on 
Global Islamic Finance Awards (GIFA) that were held 
in Dubai this year. There is an extensive coverage of 
the event, with a lot of pictures and details of the 
winning institutions and individuals. GIFA 2014 has 
proven to be the biggest and most successful of the 
four GIFA ceremonies held so far. We congratulate 
all the winners, especially His Excellency Nursultan 

Nazarbayev, President of Kazakhstan, who became 
our fourth GIFA Laureate this year. We also extend 
our special congratulations to His Excellency Najib 
Razak, Prime Minister of Malaysia, for receiving 
Global Islamic Finance Leadership Awards 2014 
(Country Category) on behalf of Malaysia.

Patrick Mahdi discusses what is wrong with the 
Western capitalistic system and the role of fiat 
money therein. It is an interesting article, which 
must be read in conjunction with Rizwan Rahman’s 
brief article on the topic of gold money. My own 
Pause for Thought in this issue is on the issue of 
money and inflation. These three pieces should give 
a balanced view on the topic to the readers.   

Apple’s success has been widely discussed in the 
world, including in IBF. This issue have a special 
focus on the treatment of entertainment in IBF, with 
a special focus on Apple’s iTune business. This issue 
is relevant to other companies running social media 
platforms, e.g., Twitter and Facebook etc. 

Dr Mashitoh Mahamood is our new contributor 
who wrote an article on the Awqaf properties in 
Malaysia. 

Overall, the readers must find this issue of ISFIRE 
sufficiently diverse in contents and much improved 
in design and layout.

From the Editor

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



Ethics, Rebuilding 
Trust in Finance 
& Some Lessons 
from Islamic 
Finance!

Nasser Saidi is the President of Nasser Saidi 
& Associates a niche economic & financial 
advisory services company offering its services 
to governments, central banks, regulators and 
multinationals, including banks & financial 
institutions. He is Chair of the regional Clean 
Energy Business Council. He is also a member 
of the IMF’s Regional Advisory Group for 
MENA and Co-Chair of the OECD MENA 
Corporate Governance Working Group. Dr. 
Saidi served as Minister of Economy and 
Trade and Minister of Industry of Lebanon 
and First Vice-Governor of the Central Bank 
of Lebanon for two mandates 1993-2003. 
He was the Chief Economist and Strategist 
of the Dubai International Financial Centre, 
2006-2012.  He is the founder & former CEO 
of the Hawkamah Institute for Corporate 
Governance & Mudara Institute of Directors.

Dr. Nasser Saidi
President of Nasser Saidi & Associates
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Ethics and Finance is currently a “trending” topic and highlighted as 
an integral part of the future of finance by the IMF which invited the 
Archbishop of Canterbury to speak on a panel on the subject at the 
recently concluded meetings in Washington. For all we know the next 
time, an invitation will be sent out to the Imam Al Akbar of the Azhar as 
well! (*)

The Great Financial Crisis (GFC) and its sister, the 
Great Contraction, highlighted the destructive 
consequences of financial crisis for economies 
and societies: deep and prolonged recession, high 
unemployment rates, widespread bankruptcy, 
greater poverty along with increasing inequality 
of incomes and outcomes both within and across 
generations. In many countries the crisis has 
undermined the existing social contract and social 
welfare systems.

The ongoing economic crisis is also a crisis of 
ethics and values. At a deeper level the GFC has 
undermined social capital, the links, networks, 
shared norms & values and understandings in 
society that enable individuals and groups to trust 
each other and so work together. Social capital is 
the fabric of economies and societies, providing 
the framework for the operation of free markets, 
enabling co-operation within or among groups. 
When social capital is impaired so is the soundness 
and effectiveness of markets. The GFC has 
fundamentally changed views of the role of finance, 
the benefits of policies of financial deregulation and 
financial liberalisation.

The GFC did not result from macroeconomic 
imbalances, commodity price shocks, wars, 
external shocks or natural catastrophes. It was 
fundamentally a failure of governance. The crisis 
stemmed from excessive risk taking for short-term 
profit by senior managements in highly leveraged 
banking & financial institutions. Boards were not 
fulfilling their obligations in overseeing risk and 
ensuring the sustainability of their operations. 
Regulators failed to provide satisfactory oversight 
of a system that generated incentives to leverage 
and sent the wrong prudential signals through the 
pro-cyclicality of capital adequacy and value-at-risk 
measures. To compound the crisis, the governance 
failure occurred in the hubs of the international 
financial system in New York and London and 
reverberated to the spokes. Many people only 
remember the focal moment when Lehman 
Brothers collapsed, but that was only one example 
of a widespread failure of banking business models 
across the advanced economies, where major 
banks either failed or were rescued by the state.

The hub-spoke model also failed, begetting 
international financial centers that were ‘too big 

to fail’ (TBTF) and ‘too interconnected to fail’(TITF), 
with financial institutions that were inefficiently 
regulated and supervised and themselves TBTF 
and TITF. The hub-spoke model created systemic 
financial market risk. The fear of failure in the hubs 
provoked global risk aversion and led to contagion 
effects affecting the emerging markets and their 
economies.

We must not allow this to happen again. We need 
deep financial reforms and we need to design 
and move to a new international financial 
architecture of networked financial markets, 
to a more stable and sustainable “spider web” 
model based on the new economic geography, 
developing sound local currency markets in 
emerging economies.

The reaction of politicians and policy makers in 
advanced economies has been to introduce more 
extensive regulation and tighter supervision.  Basel 
III capital rules are being implemented, market 
infrastructure is improving, there is less reliance on 
rating agencies and there is improved appreciation 
and management of risk. But we have yet to 
address the TBTF/TITF and market rigging scandals.

The starting point for effective reform is the 
recognition that finance is special. Finance lies at 
the core of modern economies, it is the fuel of all 
activities. We are in the age of financial capitalism 
not industrial capitalism. Financial capitalism is only 
sustainable if there is trust in the system, which is 
based on minimal standards of ethics and integrity.

The Financial Stability Board Chairman and 
Governor of the Bank of England Mark Carney has 
highlighted four financial reforms that need to be 
instituted:

1Ending Too-Big-To-Fail & Too Inter-
Connected-To-Fail and putting in place 
effective resolution regimes for banks and 

non-bank financial institutions. We must end a 
system of ‘heads I win, tails you lose’ and you 
bail me out at tax payer expense. Fundamentally, 
this means more capital, simpler banks, simple 
regulation and strong supervision.

2 Creating fair and effective markets by 
instituting ‘principles for fair markets’ 
and codes of conduct for specific 

markets to restore confidence in the integrity 

of those markets. A case in point is benchmark 
rigging as happened with the LIB-OR scandals.

3 Reforming compensation. Incentives are 
core. Misaligned incentives lead to wrong 
business models.  The FSB has developed 

principles for sound compensation practices to 
align incentives with long-term risks not short-
term profits.

4 Building a sense of vocation and 
responsibility that should be infused 
in the culture of financial institutions. 

Financial leaders are stewards of national and 
international wealth: they are responsible 
and should be accountable. They are the 
custodians of a public good, money, and must 
act in consequence and be held accountable 
accordingly. This means that we need to engage 
the personal responsibility of board members, 
management and staff.

Rebuilding Trust in Finance

The GFC has caused a loss of trust by the general 
public in the financial system. Reduced trust in the 
financial system has increased the cost and lowered 
the availability of capital for non-financial firms. 
Surveys show that the public now has the least 
trust in bankers, regulators and politicians. The 2014 
Edelman Trust Barometer, shows that banks and 
financial services continue to be the least trusted 
industry globally, more deeply mistrusted than the 
media.

Financial reforms and stricter supervision are 
political reactions meant to alleviate public and 
tax payer anger post-GFC and its aftermath. Trust 
and confidence are critical for the banking sector: 
institutions, rule of law, rules and regulations, 
supervision are there to help instill trust & 
confidence and rebuild social capital. However, 
it is the banking sector itself that should take the 
initiative to rebuild confidence. There is a need to 
have a culture of values not a culture of compliance. 
This has yet to happen.

According to an EIU-CFA survey undertaken in 
2013, most firms have attempted to improve 
adherence to ethical standards. However, though 
industry executives champion the importance of 
ethical conduct, they struggle to see the benefits 
of greater adherence to ethical standards. Some 
of the survey results are eye-openers: 53% of 
the survey respondents thought that career 
progression at their firm would be difficult without 
being flexible on ethical standards. The same 
proportion considered that strict codes of conduct 
would harm their firm’s competitiveness. Only 37% 
thought that their firm’s financial would improve as 
a result of an improvement in the ethical conduct 
of employees at their firms, while 43% have had to 
introduce incentives to encourage ethical conduct. * Based on the keynote given at the ADIB-Thomson Reuters 2014 

Ethical Finance Innovation Challenge and Awards (EFICA).
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Nonetheless 96% prefer to work for a firm with a 
good reputation on ethical conduct!

Finance plays a pivotal role in financial capitalism. 
Through its intermediation role between savers 
and investors, borrowers and lenders, it fuels 
the economy. Critically it is not just the capital 
ratio, liquidity and leverage ratios, there is, more 
fundamentally, the ‘confidence ratio’.  The failure of 
trust and confidence results in a lack of investment 
which results in lower growth and lack of job 
creation. The detachment of finance from the real 
economy has undermined trust in the market 
system and financial capitalism.

Lessons from Islamic Finance

Islamic banking and finance (IBF) stands out, 
given its strong ethical foundations in Shari’a. 
IBF is based on four building blocks: (a) Risk 
sharing; (b) Social justice; (c) Ethical principles; 
and (d) Poverty alleviation. IBF is based on Shari’a 
principles, which express an intent to meet the 
financial needs of participants with integrity 
and in a manner that is just, fair, trustworthy and 
honest, while ensuring a more equitable wealth 
distribution. These Islamic principles uphold 
the principles of integrity, transparency, fairness 
and good corporate governance, helping curtail 
excessive risk taking.

Importantly, while observing haram prohibitions, 
IBF ties financial transactions to activities in 
the real economy. IBF implies a risk-sharing 
relationship with entrepreneurs and with 
investment account holders, not ‘depositors’.

Proponents of IBF claim that it is therefore 
superior to conventional finance regarding 
efficiency, justice and stability. Indeed, Islamic 
banking offers a different paradigm from the 
detached, transactional, conventional banking. 
Similarly, Takaful, is based on the principle of 
collective, cooperative sharing of risk.

From the viewpoint of Corporate Governance, 
Islamic Financial Institutions (IFIs) embody a number 
of interesting features since equity participation, 
risk and profit-and-loss sharing arrangements 
form the basis of Islamic financing. An IFI is subject 
to an additional layer of governance that of 
ensuring Shari’a compliance, since the suitability 
of its investments and financing, both assets and 
liabilities, must be in strict conformity with Shari’a 
and the expectations of the Muslim community.

The core of the UN’s Principles of Responsible 
Investing are strongly related to Shari’a principles. 
Therefore, there is large potential for expansion of 
IBF and convergence with responsible investment, 
acting as a bridge between conventional and 
Islamic finance. According to the UN Principles of 
Responsible Investing, companies accounting for 
about 20% of the world’s capital (over USD30 trillion 

of assets) have signed up to the Principles. However, 
participation from the Middle East region is dismal: 
only one investment manager is signed on (and no 
asset owners are yet signatories!). 

In an age of increasing inequality within countries 
and between countries, of growing uncertainty 
as to the future, where greed & cupidity and 
accumulation of personal wealth are promoted to 
our young people as being the major motivation of 
their lives, the strength of IBF is that it re-introduces 
moral values and ethics as an integral part of 
finance.

The bottom line is that IBF embodies many of 
the answers to the lack of trust resulting from the 
GFC. However, accepting Shari’a principles does 
not mean that they are being practiced.  We must 
beware of an IBF landscape that is accepting of 
“form over substance”. Shari’a compliance has 
become a juristic category with different legal 
underpinnings and another compliance category.

Moving Forward

The future of finance will be about technology, 
about access to and inclusiveness of finance 
in a changing economic landscape and 
geography.  It will be about the role of non-bank 
financial intermediation. But at the core it will be 
about changing culture and embedding good 
governance, ethics, integrity, transparency & 
disclosure and accountability. What would be the 
components? A “Programme for Positive Action” 
would include:

First, adopting of Codes of Conduct and Ethics that 
are imbued with a sense of vocation and the core 
values of Shari’a.

Second, confirming corporate responsibility by 
adopting the UN Global Compact principles and 
the regional Pearl Initiative and the UN Principles for 
Responsible Investment.

Third, implementing the revised BIS corporate 
governance principles alongside IFSB CG standards 
and King Code III.

The latter focuses on ethics, sustainability, corporate 
culture and responsibility and an overall risk-
centric approach to governance. King III requires 
organisations produce an integrated report instead 
of an annual financial report and a separate 
sustainability report. Sustainability reports should 
be prepared in accord with the Global Reporting 
Initiative’s ‘Sustainability Reporting Guidelines’. It 
carries the message of Shari’a principles and values.

These are all tools that impose discipline and an 
organised framework for action. However, ethics 
and integrity is a message that must be clear from 
the top, from the board, share-owners and top 
management.

Needless to say, the focus of implementation of 
ethical and CG standards should not be solely 
on enforcement, but also facilitation of better 
corporate governance practices by capacity 
building initiatives. One of the barriers to better 
governance, often cited by companies, is the lack of 
know-how and experts.

It is in this regard that a number of incentives-
based initiatives in the Islamic financial services 
industry are central to enabling and rewarding best 
practices. Such initiatives have not only started 
emerging in IBF but are actually becoming effective 
tools of innovation in the industry.

The GFC year 2008 will be a ‘defining moment’ in 
post WW II history, marking a watershed for finance 
and financial markets. The crisis requires a paradigm 
shift, a new Weltanschauung. We are challenged 
to re-design the existing financial architecture 
which has been in place for nearly a century and 
the Bretton Woods system. This is a time for bold 
vision and action. A new economic geography 
with a renewed dominance of emerging markets 
requires a new global financial geography. Political, 
social and ethical values, economic and financial 
orthodoxy, policy recipes, and as a consequence, 
the moral high ground, will have to be redefined in 
a new reality. The question to all of us is: what will 
be our legacy?
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Introduction:
Islamic Bankers Association (IBA) is a new international industry representative body for practitioners of  Islamic 
banking and finance. On the 20th of  February 2014, it became officially incorporated in United Kingdom, with its 
registered office in London. IBA will soon open its membership 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:
Dr Humayon Dar, Convener, Islamic Bankers Association, by emailing him on:

humayon@humayondar.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.



Sheikh 
Abdelkader 
Amor

An interview with

CEO, Al-Maali Consulting Group

Sheikh Abdelkader Amor is a co-founder 
and CEO of Al Maali Consulting Group. He 
currently also serves as the Shari’a Board 
Chairman for United Investment Bank, an 
investment bank based in the DIFC (Dubai 
International Financial Center) and is heading 
the Shari’a consultancy services at Al Maali. 
He is a Certified Shari’a Advisor and Auditor 
(CSAA) from AAOIFI, and an accredited trainer 
by General Council for Islamic Banks and 
Financial Institutions (CIBAFI). He is a regular 
figure at international Islamic finance events 
and has spoken extensively at numerous 
conferences and seminars globally. 

Sheikh Abdelkader holds a Masters in Islamic 
Economics from Umm Darman University in 
Sudan and a BA in Shari’a from IB University 
in Yemen. He has undertaken and successfully 
delivered several projects related to but not 
limited to the following:

 ¾ Establishing Islamic unit/window of 
banks

 ¾ Shari’a audit and Review for several 
Islamic investment funds

 ¾ Establishing the Shari’a framework for an 
investment bank

 ¾ Reviewing Islamic finance products 
structure and documentation

 ¾ Arbitration for Islamic businesses

 ¾ Training in Islamic finance

ALMAALI
CONSULTING GROUP

10 November 2014 Interview
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Please tell us about Al Maali Consulting 
Group, what it is, what it aims for and 
what are the different segments within 
it. 

Al Maali Consulting Group is an international 
consultancy firm headquartered in Dubai (Middle 
East), with branches in Casablanca (Africa) 
and Belgium (Europe). Al Maali specialises in 
providing Islamic finance consultancy, business 
consultancy and training services of Shari’a 
compliant businesses. Al Maali Consulting Group’s 
interdisciplinary and internal team is composed 
of international experts and senior consultants 
in Shari’a, Islamic finance operations, corporate 
finance, strategy and business consulting, which 
enables Al Maali team to  deliver end to end 
solutions to our valued clientele. 

Al Maali aims at being a leading player in the Islamic 
finance development, and strives at serving the 
Islamic Finance industry by an integrated strategy 
that is formulated as follows:

• Forming a new generation of interdisciplinary 
competent Islamic finance professionals

• Developing new genuine  Islamic finance 
Shari’a based  products

• Endorsing the Shari’a compliance by  
enhancing Shari’a governance practices

The different segments within Al Maali are:

 9 Shari’a management services department

 9 Islamic finance consulting department

 9 Islamic finance training centre

 9 Business consulting department

Al Maali Consulting Group has offices in 
three different countries, please share 
with us your ownership structure. 

Al Maali Consulting Group is a part of United 
Financial Partners, a holding company registered 
in Hong Kong. Under this holding group, there are 
four companies:

i. United Investment Bank, an Islamic investment 
bank based in Dubai International Financial 
Centre (DIFC)

ii. Capital Sky Investments, an Islamic investment 
company in Dubai

iii. Fast, a fund administration services provider 
based in Luxembourg

iv. Al Maali Consulting Group, headquartered in 
Dubai, with branches in Morocco and Belgium.

Please share with us who are your clients 
and how have you assisted them. 

Our clients are:

i. Islamic banks

ii. Islamic finance and investment companies
iii. Islamic banking windows
iv. Conventional banks and finance companies 

seeking Islamic banking services
v. Islamic micro-finance institutions
vi. Individuals seeking Islamic finance training

We have helped Islamic banks in terms of product 
development, Shari’a structuring, etc. For instance, 
we are currently working for Islamic Development 
Bank (IDB) on a product development project. 
Similarly, we are providing Shari’a management 
services to an Islamic investment bank in Dubai. We 
have also provided business consulting to Islamic 
finance companies. In the recent past, Al Maali 
converted a conventional bank based in Kazakhstan 
into a full-fledged Islamic bank. On a different 
note, Al Maali is currently providing services to a 
big Somalian financial group with international 
presence, for set up of an Islamic Bank in Somalia. 
We have also offered a number of Islamic finance 
training courses to both corporates as well as 
individuals. 

How are you different to other 
consulting companies and who are your 
competitors?

We always go for innovative ways instead of 
confining us to the traditional and conventional 
ways. For example, we are currently in the process 
of setting up a Zakat house in a European country. 

Our competitors are Islamic finance consultancy 
companies and other companies which provide 
Shari’a compliant business consulting. For example, 
PwC was one of our competitors in the bid for 
Zaman Bank conversion project in Kazakhstan.

Al Maali Consulting Group has worked 
with a number of institutions in 
converting them into Islamic in different 

jurisdictions, please share with us your 
experiences.

Al Maali recently converted Zaman Bank JSC 
based in Kazakhstan, into a full-fledged Islamic 
bank. Apart from this, Al Maali also converted an 
investment bank based in Dubai, into an Islamic 
investment bank. Converting a bank in Kazakhstan 
is more complex and sophisticated compared to 
Dubai. The most obvious reason is the absence of 
a proper regulatory framework on Islamic banking 
and finance. On the other hand, the regulatory 
authorities in UAE are quite supportive to Islamic 
finance. 

Share with the readers of ISFIRE, how do 
you convert a conventional bank into 
Islamic with an example. 

In general, conversion of conventional bank into 
Islamic involves the following milestones:

 ¾ Constituting a temporary Shari’a board: This 
Shari’a board approves all the work undertaken 
in the conversion process from the Shari’a 
perspective

 ¾ Amending or redrafting the documents: 
These documents include organizational 
structure, memorandum and articles of 
association of the bank, corporate governance 
code, risk management policies, procedures, 
etc.

 ¾ Treatment of current assets and liabilities: Al 
Maali provides solutions on how to treat and 
convert the existing assets and liabilities of the 
bank, in order to make them Shari’a compliant. 
The most important factors to be taken into 
consideration during the treatment of  assets 
and liabilities are 

• The assets and liabilities have to be 
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converted into Islamic in such a manner 
that the customers are not financially 
affected, so as to retain the clients.

• The treatment or the conversion has to 
be in line with banking regulations as 
well as Shari’a.

 ¾ Developing new products/ Restructuring the 
existing products: Developing new Islamic 
products on the asset side and liability side.

 ¾ IT Support: IT system plays an essential role 
in proper functioning of any bank, and Islamic 
banks are no exception. As the nature of 
Islamic banking products and their accounting 
treatment is different than their conventional 
counterparts in many ways, Islamic banks need 
IT system which suits the Islamic products. Al 
Maali helps its clients in finding the right IT 
solution for the bank. 

 ¾ Training the bank staff: The existing bank 
staff is well versed in conventional banking, 
however, majority of them are not competent 
enough in Islamic banking. Al Maali trains the 
staff of the bank converted on how to conduct 
Islamic banking.

 ¾ Accounting: As there are many differences 
between the accounting framework of 
conventional and Islamic banks, in most of 
the cases the chart of accounts also needs to 
be modified or replaced in order to suit the 
Islamic principles.

 ¾ Set up of the Shari’a Board, Shari’a 
department and Shari’a audit department: 
Al Maali helps the bank in hiring the Shari’a 
board members, Shari’a auditors and Shari’a 
compliance officers. Al Maali also provides the 
policies and procedures required by these 
departments.

 ¾ Liaising with the central bank and obtaining 
approval: Al Maali liaises with the central bank 
or the licensing authority for banks in order 
to fulfill the requirements for obtaining the 
Islamic banking license for its client.

Al Maali Consulting Group has a lot 
of focus in trainings, however access 
to high quality talent is a challenge in 
Islamic banking and finance. How is Al 
Maali filling this gap?

The training courses offered by Al Maali are 
designed by industry practitioners as well as 
academicians. Thus, our training courses are a 
blend of theory and practice. We include practical 
case studies in our training courses. Our trainers 
are industry experts who have plenty of market 
experience and exposure.

What more can be done to overcome 

this challenge in the shortest time-
frame?

In my opinion, Islamic banks and other Islamic 
financial institutions have to play a bigger role in 
the transmission of Islamic finance knowledge. 
There is a huge gap between the Islamic banking 
courses taught in the universities and the one 
practiced in the industry. 

Islamic banking and finance is seen as 
mimicking the conventional products. 
Do you think that is the case and how 
can we improve this image?

Yes, that is the case. However, I don’t think that 
mimicking conventional products is the main 
issue. The most important factor is that all the 
Shari’a conditions have to be fulfilled. When 
Prophet Muhammad (peace be upon him) came 
to Madinah, people used to do Salam in dates, 
however, there were certain violations from the 
Shari’a perspective. The Prophet did not stop the 
practice, rather he rectified the mistake by putting 
a condition that the Salam commodity has to be 
qualified and quantified and the time of delivery 
has to be specified. So shall we say that the Prophet 
mimicked the practice which was wrong? No. The 
main element is following the Shari’a conditions for 
each Islamic contract and product. 

On correcting the image, the industry has to follow 
the Shari’a conditions and secondly, we have to 
spread awareness about Islamic banking.

What are the short, medium and long 
terms goals of Al Maali? Are there plans 
to open offices in other countries? 

Al Maali is planning to open offices in Malaysia and 
UK.

Your head office is in Dubai, a hub for 
Islamic economy, where a number of 
institutions offering similar services to 
you are based. Tell us the challenges of 
working in this environment. 

There are a lot of players in the Dubai market, 
however, Dubai being at the forefront of Islamic 
finance market, the opportunities are immense 
as well. In fact, we believe in capitalising on the 
challenges and converting them into opportunities. 
Given the small share we had in the market, we 
adopted pincer grasp strategy to penetrate the 
market and provided be spoke and custom tailored 
solutions to our clientele.

Al Maali Consulting Group received an 
award at the Global Islamic Finance 
Awards (GIFA) 2014 held on 27th October 
in Dubai, please share your thoughts on 
it.

It is a great honour and pleasure to receive such a 

prestigious award. Global Islamic Finance Award or 
GIFA, as it is known, is considered to be one of the 
most celebrated and illustrious awards of Islamic 
Finance industry. 

Al Maali Consulting Group is delighted to be the 
Award winner for the category “Best Islamic 
Finance Consultancy 2014”. This is indeed a 
great accomplishment. It is just a reflection of the 
phenomenal achievements marked by our team by 
successfully executing some of the highly valued 
projects around the globe; in Africa, Europe, CIS and 
Middle East.

I would like to dedicate this award to our 
committed hardworking team for their devotion 
and endeavours to make this happen”.

All that Al Maali has achieved would not 
have been possible without the hard 
work, commitment and support of your 
team, please share your views on the 
team and how do you motivate them as 
their leader.

The Al Maali team is passionate not only about their 
job, but about spreading Islamic finance. In order 
to motivate them, I offer them a friendly and family 
like environment for work. This instills in them the 
team work spirit.

Share with us your journey into Islamic 
banking and finance and how you 
became a firm believer in the concepts 
of Islamic economics.

My bachelor degree was in Shari’a studies. I studied 
Shari’a extensively and specialised in different 
schools of thoughts like Shafai, Maliki, Hanafi, etc. 
I completed my Masters in Islamic sciences in 
Yemen. After completing Shari’a studies, I went 
on to do an executive Masters in Finance. It was 
then that Islamic finance fascinated me. I went 
on to have some professional training courses in 
Islamic finance like Certified Shari’a Advisor and 
Auditor (CSAA) from AAOIFI (Accounting & Auditing 
Organization for Islamic Financial Institutions). In 
2008, we established Al Maali. 

Share with the readers of ISFIRE a typical 
day of Mr AbdelKadel Amor. How does it 
start and end and what is on your must 
do list?

I offer Fajr prayers and then recite Quran for around 
30 to 45 minutes after which I normally go to the 
gym for another 30 -45 minutes. Later, I get ready 
for the office after having bath and breakfast. Once 
in the office, I read books and articles related to 
Islam, including Islamic finance. I start my office 
work around 8:30 am. At 2 pm I take prayer and 
lunch break. Normal working hours at Al Maali are 
8 am to 4 pm. However, I usually stay in the office 
till Maghrib. After Maghrib I return home and give 
some time to my family.
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Please tell us about Islamic Banking and 
Finance Institute Malaysia (IBFIM), what 
it is, what it aims for and what are the 
different segments within it.

IBFIM’s core mandate is talent development in 
Islamic finance. But IBFIM is not just a training 
institute. It serves the industry in a wide range 
of scope that includes establishment of Islamic 
financial institutions, conversion from conventional 
organization or system to Islamic, Shari’a advisory, 
Shari’a audit, stock screening, and Islamic finance 
contents or knowledge development, publications 
and dissemination of knowledge. IBFIM has its own 
training, advisory and knowledge management 
teams. The team members are all industry 
practitioners. IBFIM looks forward to working in 
partnership with other institutions globally. 

Please tell us your relationship with Bank 
Negara Malaysia and why do we need 
IBFIM in Islamic banking and finance 
industry.

The driving force for the formation of IBFIM was 
the clear strategic move by the government of 
Malaysia particularly Bank Negara Malaysia (BNM). 

The Financial  Sector Master plan of 2001-2010 
clearly specifies the need to accelerate the talent 
development infrastructure for the Islamic finance 
sector. That became IBFIM’s mandate until today. 
Subsequently, IBFIM evolves in its role as per 
industry needs. At the outset, BNM made the 
right moves in identifying the 5 strategic pillars 
in developing Islamic finance. I must say that the 
pillars constitute a complete Eco-system and 
within each pillar again there’s an array of elements 
constituting a sub-environment, if you may. One 
of the pillars is talent development. With BNM’s 
ingenuity, at present I must say, we have a complete 
landscape for talent development. That’s where 
IBFIM is besides also serving the industry in business 
development. 

Please share with us who are your clients 
and how have you assisted them. 

IBFIM caters to the 4 sectors: Islamic banking, 
takaful, capital market and wealth management. 
IBFIM serves financial and non-financial institutions, 
business as well as non-business entities, 
and regulators and operators. IBFIM provides 
progression route for talent development, 
recognised and accredited industry qualifications, 

Shari’a business advisory, Islamic knowledge 
contents, and event management. IBFIM works 
closely with regulators and industry associations.  
Needless to add that IBFIM is a not-for-profit 
organization. 

How are you different to other institution 
like INCEIF in education and ISRA?

IBFIM was launched in 2001 as an industry-owned 
institute dedicated to producing well-trained, high-
competence personnel and executives with the 
required talent in the Islamic finance industry.  

IBFIM has ventured beyond the above sectors. It 
contributes also to the development of Islamic 
finance among non-financial institutions. These are 
entities which are not licensed by either the Central 
Bank or the Securities Commission but equally 
passionate in their drive towards Islamic finance. 
Their learning curve is much steeper as through 
IBFIM they could learn, adopt and adapt the 30 
years experiences of the core sectors in Islamic 
finance.

IBFIM is not just a training institute. It is a one-stop 
partner for the Islamic finance industry. Its mandate 

Dato’ ADNAN ALIAS
An interview with

CEO, IBFIM

Dato’ Adnan Alias has played a pivotal role in Islamic financial training on a global level. As 
CEO of Islamic Banking and Finance Institute Malaysia (IBFIM), he is regarded as a key player in 
Islamic financial advisory and training not only in Malaysia but also regionally and globally. 
Under his dynamic leadership, IBFIM received two GIFAs - Best Islamic Finance Qualification 
2012 and Best Islamic Finance Training Provider 2014. ISFIRE team recently interviewed him to 
look into the personality of a leader in Islamic financial training and his role as an important 
stakeholder in the Islamic financial services industry in Malaysia.

Interview
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remains within talent management though. 
Our involvement in Shari’a advisory functions 
and knowledge management are captured 
in our training modules to enrich the learning 
experiences.

Furthermore, our continuous engagements 
with the academic partners help bridge the gap 
between industry and the university. IBFIM is by the 
industry and for the industry. All our subject matter 
experts, trainers, advisers and consultants are from 
the industry.  

INCEIF is a university; ISRA is into Shari’a research; 
and we work together. In Shari’a advisory, 
IBFIM specializes in Shari’a unit trust and funds 
management, Shari’a audit, stock screening and 
other business of Shari’a compliances. Where there’s 
a need for complementarity, we work with ISRA. To 
us the boundary is clear; no issue of being plethoric. 

IBFIM has received a lot of prominence 
due to its Knowledge Management 
Centre which is equipped with 
books in Arabic, English and Bahasa 
Melayu. Please shed some light on the 
Knowledge Management Centre and its 
aims and objectives.

IBFIM’s Knowledge Management Centre (KMC) 
is not just about books; it is about managing 
knowledge. Our KMC is evolving from a library to 
a complete knowledge management center. It 
started as a library but now is also into publishing 
and distributing books. Drawing from the synergies 
within the organization, especially coming 
from the dynamism of its interactions with the 
other departments like Training, Shari’a Business 
Advisory and Event Management, the KMC is 
slowly managing knowledge albeit admittedly, 
painstakingly. We have identified the next few 
milestones for KMC before it truly becomes a 
global knowledge management center.  One is 
a knowledge registry. IBFIM’s KMC is no more a 
neophyte publisher now; it is a main player in 
Islamic finance publications with more than 60 titles 
to its credit within a short period of time. It has a 
niche bookshop offering current and quality Islamic 
books to book contractors, libraries, institutional 
buyers and individuals. Alhamdulillah, moving 
forward we hope to meet our final aim of doing 
justice to knowledge. 

Access to high quality talent and 
leadership remains a challenge for 
Islamic banking and finance industry 
globally. How is IBFIM assisting the 
industry in filling this gap? 

Two quick ways: meet industry needs and bridge 
industry-university gap. That takes care of the 
quantitative aspect of talent development. 
Tactically, adopt variegated approach: identify 

affiliates, have public programmes, in-house 
programmes, blended learning, coaching, etc. We 
believe in an open environment approach. The 
leaders need not necessarily be groomed within 
the Islamic finance industry. However, once they 
have been earmarked, there must be a systematic, 
concerted effort to prepare them to take up the 
role. As mentioned earlier, we continue to develop 
multiple learning methodologies. We offer Islamic 
finance technical coaching for the C-suites. Our 
e-learning offerings are now available as part of the 
blended learning experiences. Qualitatively, again 
IBFIM adopts a two-pronged strategy. Centrifugally, 
meet industry needs, and centripetally, impress 
upon the industry on external standard. Harmonies 
the two. Then, gradually introduce the desired 
model of Islamic business universe. 

What more can be done to overcome 
this challenge in the shortest time-
frame?

There’s no short-cut if we were to do it right. 
Talent development is very much a function of 
the model of the universe one is in. What is the 
right model of Islamic finance? We aver that it is 
back to the basics, namely the maqasid al-shari’a. 
Operationalizing the maqasid al-Shari’a paradigm 
and getting the right frame of mind into the talents 
are daunting tasks but achievable. In my addresses, 
I have illustrated some cases or comparisons to 
show that it can be done. Very briefly, if there’s 
an official move from the narrow concept of CSR 
(Corporate Social Responsibility) to the wider 
concept of CR (Corporate Responsibility), what’s 
stopping Islamic finance shifting paradigm from 
the conventional business model of the narrow 
bottom-line definition to an Islamic business model 
with expanded definition of bottom-line befitting 
the maqasid? Look at the very basic idea of takaful; 
what a beautiful concept of civic and community 
business it offers. Unfortunately, we confuse that 
with the conventional idea of a business.              

What are the short, medium and long 
term plans of IBFIM? Are there any plans 
to open offices outside Malaysia?

We believe in strategic partnerships, be it within 
the Islamic finance training fraternity or with the 
academic world. That would allow IBFIM to be 
visible without the need to be physically present. 
We tried few years back to have offices in abroad 
but logistically it was not feasible for a not-for-profit 
organization like IBFIM. In the short term, IBFIM will 
wrap-up its first round of Capacity Building Projects 
(2012-2014). In the medium term, IBFIM is gearing 
up for its next series of Capacity Building Projects 
(2014-1016). For the long-term, IBFIM has already 
embarked on the initial planning for its journey into 
professionalism and standard setting together with 
the relevant organizations. 

IBFIM received an award at the Global 
Islamic Finance Awards (GIFA) 2012 in 
Kuala Lumpur and then again this year 
at Dubai, please share your thoughts on 
these two awards.

IBFIM doesn’t go for awards. We do not self-
nominate. The “Best Qualification in Islamic 
Finance” award came as a surprise. We thought, 
well, someone recognised our flagship certification 
namely, CQIF (Certified Qualification in Islamic 
Finance) as it is an innovation within the Islamic 
Finance Qualifications Framework and Progression 
Route which in itself is an innovation too. The 
Framework fulfills industry need for flexible and 
progressive learning with added value like bridging 
industry-university gap. Upon receiving it, we 
realised that the industry is acknowledging that 
IBFIM has made a meaningful contribution in the 
space of talent development. We are grateful for 
that and actually it could only spur us to work 
harder.

Again this year, Global Islamic Finance Awards 
honoured us with even a bigger recognition, as we 
received Best Islamic Finance Training Provider 2014 
award. I believe the Awards Committee must have 
studied our whole business model and decided 
that recognition of our CQIF was not sufficient. 
I, and my team, are happy to be recognised by 
the industry for the hard work we have put into 
developing the required talent for the Islamic 
financial services industry. 

We recently interviewed Prime Minister 
Dato’ Sri Najib Razak who mentioned 
of IBFIM in his interview. How has 
the support of current government 
benefited IBFIM?

Munificent policies from the government 
create the right environment; real support from 
government ministries, departments and agencies 
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gave the impetus and fuel to drive forward. We 
are not saying this as a PR exercise. The Malaysian 
government’s unflinching support to IBFIM is 
beyond doubt. To name a few, the industry-
academic collaboration has been facilitated 
by the Ministry of Education. Our international 
foray would not be made possible without their 
recommendations at G to G level. Of course, the 
ever-champion of Islamic finance, Bank Negara 
Malaysia, is always there for us. We can’t recall 
another central bank that is so committed to Islamic 
finance than our Bank Negara. We can’t be asking 
for more.  

All that IBFIM has achieved would not 
have been possible without the hard 
work, commitment and support of your 
team, please share your views on the 
team and how do you motivate them as 
their leader.

Team IBFIM is a great team that we are proud of; we 
are a family. IBFIM’s corporate mission statement 
of upholding Shari’a in prospering the financial 
services sector, and IBFIM’s corporate values, 
namely noble and novel, say it all. The spirit of 
da’awa binds and energizes the team. Well, serving 
in the name of Allah is always a motivation.  

Share with us your journey into Islamic 
banking and finance and how you 
became a firm believer in the concepts 
of Islamic economics.

In-shaa-Allah I’ll share the intellectual journey. In 
1990 I wrote a book on Islamic Entrepreneurship. I 
was then a Professor of Entrepreneurship. I believe, 
the bases of Islamic Entrepreneurship are Islamic 
Finance and Islamic Economics, in that order. You 
can’t move forward the top two bricks namely, 
entrepreneurship and finance, independent of 
the economic base. All (bricks) have to move in 
tandem. After all, entrepreneurship and finance 
are Siamese-twins that fire up the economy, and 
Islamic finance is based on real economy. What if 
the Islamic finance brick moves ahead of the rest 
as what is happening now? Well, now, there are 
already voices lamenting the disconnect between 
halal food and halal financing. It behooves one 
to wonder whether we can have halal financing 
resting on non-halal economy. Is there any nation 
that has operationalized Islamic Economics into 
Islamic Economies? ‘Holistically’ is important now, 
that we have covered the path of initial gradual 
transformation in Islamic finance. By ‘holistically’ 
I mean, the harmonious movement forward of 
the three bricks, and the expanded scope of halal 
sector to include not just food but financing and 
economic considerations.        

What are some of the most exciting 
projects IBFIM has worked upon?

Sharing with the international community was 
always exciting and fulfilling. Doing a second 
opinion on stock screening for an international 
client few years back was interesting. Lots of 
learning on both sides. In the end, our quantitative 
and qualitative approach took precedence over the 
usual quantitative approach. Well, all in all, whatever 
IBFIM has done, Alhamdulillah, benefits others 
and us too; in all humility, we are learning from 
others too. Projects and activities in and for Brunei 
Darussalam, Singapore, Indonesia, Thailand, China, 
Kyrgyzstan, England, Sri Lanka, Nigeria, Palestine, 
and Afghanistan are equally exciting. I wish we 
could do more; there were places that we were 
ready to move in but politically non-permitting. 
How we value peace! 

What next for IBFIM? 

Bank Negara Malaysia and Islamic finance industry 
have been very committed and kind enough to 
give IBFIM the direction and support. Malaysia 

is not interested in being THE leader in Islamic 
finance; Malaysia wants to connect and partner 
the rest of the world in moving Islamic finance 
forward. IBFIM wants to increase NIFTI’s activism. 
The Network of Islamic Finance Training Institute 
(NIFTI) is a loose network of about 30 global 
institutes that needs to be active and contributing 
positively among others to talent development. 
IBFIM needs to internationalise the complete talent 
development Eco-system that Malaysia already has. 
By internationalisation, I mean sharing; and it will 
be both ways; what we have and what others have. 
We need to co-learn. Within that context, IBFIM, 
in-shaa-Allah will pursue professionalism of Islamic 
finance qualifications and that includes working 
in tandem with other institutions for accreditation 
and standard setting. IBFIM’s Knowledge 
Management Centre and Shari’a advisory services 
and consultancy will certainly enrich the experience 
along that trajectory IBFIM has plotted, in-shaa-
Allah.

Interview
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Do I 

     You?
What the Consumers of Banking Services Think of Islamic Banks - And Why?
Prepare for a few surprises...

FOR THE PAST 4 YEARS, Edbiz Consulting has been asking consumers of banking services all over the world 
to name their most trusted Islamic banking brands. This year, we also asked the respondents to tell us how 
much they trust or distrust the people, from different ethnic and faith groups, who are involved in Islamic 
banking. This was expected to help us understand why users of banking services have shied away from 
patronising Islamic banks. For there was a common view held by a sizable part of the Muslim community in 
Britain that an English banker should not serve as managing director of the first stand alone Islamic bank in 
the country, i.e., Islamic Bank of Britain.  

SO WHO DO CONSUMERS OF ISLAMIC 
BANKING SERVICES TRUST, or distrust the 
most? Is it true that Muslims’ opinions 
about different ethnic and faith groups are 
still based on experiences spanning over 
centuries of conflict and co-existence? 
Conversely, is it true that most non-
Muslims do not want to do business with 
an Islamic bank?
Many readers may in fact find even the starting 
point of our analysis intriguing. Respondents were 
asked which ethnic and faith group they trusted in 
top and middle management of Islamic banks. In 
total, 14 such groups were identified (listed in Table 
1). In terms of visibility of ethnicity and faith groups 
in Islamic banking, Christians (particularly the 

English) are the most visible after Muslims. In the UK 
Islamic banking sector, three out of six Islamic banks 
have British / European CEOs, and the remaining 
three also previously had Christian CEOs. Therefore, 
it appears as if the replacement of non-Muslims 
CEOs with Muslim CEOs is a step towards garnering 
greater trust of the users of Islamic financial services.  

The two groups whose people seemed most 
trustworthy to consumers of Islamic banking are 
Muslims and English, and from within Muslims 
South Asians, Far Eastern and Arabs are most 
trusted. When one looks at the characteristics that 
these groups embody, it’s very easy to see why they 
are trusted so much. 

Both these groups - Muslims and English - score 
highly in our surveys for completely different 

reasons. While Muslims are trusted for purely 
religious reasons and their commitment to Islam, 
the English are trusted primarily for their honesty, 
professionalism and attention to detail. 

London has been central to a lot of developments 
in Islamic banking and finance (IBF) right from 
the beginning. A number of Islamic financial 
institutions - including Albaraka Bank - started their 
Islamic banking operations in the 1980s, and the 
subsequent commitment of the British government 
to understand IBF and provide it a level-playing 
field are seen favourably by the consumers of 
Islamic banking services. 

The trust in UK and its involvement in IBF is evident 
from the 2014 sovereign sukuk issuance by the 
governments of Hong Kong, South Africa and 
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Luxembourg who all followed the issuance of sukuk 
by the British government.  

The South Asians are trusted primarily because of 
their most conservative views on Shari’a, probably 
because most of them follow the hanafi school of 
thought, which is deemed as most conservative 
in fiqh al muamalat al maliya (the jurisprudence 

of financial transactions). The Far Eastern Muslims, 
led by Malaysians, are trusted the most because 
of the role of the government in promoting IBF 
and developing arguably the most comprehensive 
regulatory framework for Islamic financial services. 
The Arabs are in general deemed as the most 
dedicated Muslims and they are trusted because of 
their commitment to Islam on an individual level.

It seems as if Shari’a authenticity is the most 
important factor that will influence a consumer 
of Islamic banking services to trust an individual, 
faith or ethnic group, or institution involved in 
Islamic banking. However, political and historical 
factors cannot be completely ruled out. The 
Christians and European are trusted more than 
Jews alludes to the fact that Muslims have a long 
history of dealing with the Europeans and that 
they feel more comfortable with them than Jews 
who are seen unfavourably perhaps because of 
the on-going Arab-Israel conflict. Other groups like 
Americans, Africans, Russians, the Japanese and 
Chinese are least trusted because of relatively lower 
engagement of Muslims with them. 

The Least Trusted Group - Hindus - is 
perhaps because of the statistical bias in the data, 
as 43% of the respondents in the sample had a 
South Asian background. India has been at the 
heart of the ongoing conflict with Pakistan over 
the disputed territory of Kashmir. In fact, 89% of the 
respondents with a Pakistani background do not 
trust Hindus. Yet, in spite of that, Indian people’s 
qualities are very clearly understood by Islamic 
banks, especially in the countries comprising the 
Gulf Cooperation Council (GCC) where Hindus 
are employed at top positions in Islamic banks. 
Similarly, Malaysian Hindus have not seen any kind 
of discrimination against them by the Islamic banks 
in the country. 

Which Islamic Banks Are Trusted 
The Most? It is not surprising to find that Dubai 
Islamic Bank (DIB) is the most trusted brand in 
Islamic banking. This can partially be explained 
with the help of its long history and visibility in 
the global Islamic banking market. DIB operates 
in multiple jurisdictions, including UAE, Pakistan, 
Jordan and Sudan, either as a direct DIB brand or 

Most trusted % Least trusted %

1. Muslims 89 1. Jews 48

2. English 81 2. Americans 43

3. South Asian Muslims 73 3. Africans 35

4. Far Eastern Muslims 69 4. Russians 30

5. Arab Muslims 68 5. Japanese 29

6. Christians 59 6. Chinese 28

7. Europeans 53 7. Hindus 27
Technical Note: The results are based on a weighted sample 559 respondents from Europe and USA, the Middle East and Asia. The data are based on personal conversations 
with the respondents in informal environments. As part of our methodology, the respondents were not informed that their opinions will be counted as part of a poll.

TABLE 1
The Poll of Most and Least Trusted People 

Who consumers of Islamic banking services most trust - and least trust
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through its subsidiaries or the companies in which 
it has substantial shareholdings. Table 2 lists the top 
10 trusted brands and the 10 least trusted brands in 
Islamic banking. 

In fact, the top five most trusted brands in Islamic 
banking happen to be stand alone full-fledged 
Islamic banks. The list of the top 10 brands in Islamic 
banking included only one bank - CIMB Islamic 
- which is a subsidiary of a conventional banking 
group. All other brands (given in Table 2) are full-

fledged Islamic banks from UAE, Kuwait, Saudi 
Arabia, Malaysia, Qatar, Indonesia and Pakistan. 

It seems as if the uncertainty over branding of Abu 
Dhabi Islamic Bank (ADIB) and aversion of the top 
management to present it as an Islamic banking 
brand has an adverse effect in terms of the trust 
consumers of Islamic banking services have in 
ADIB. Some consultancy companies have led many 
Islamic banks to believe that their Islamic branding 
is a hindrance to their further development and 

growth. Impressed by this thinking, Noor Islamic 
Bank in the UAE was changed to Noor Bank last 
year, although it still remains a Shari’a compliant 
bank. According to a study commissioned by ADIB, 
only 7% of the respondents in UK said that they 
don’t mind doing business with an Islamic bank. 
Consequently, the bank decided to introduce 
itself as ADIB UK - a brand that disguises its Islamic 
identity in the acronym.    

What comes as a shocking surprise is the level of 
distrust HSBC attracts amongst those who are using 
Islamic banking services. Almost two-thirds of the 
respondents who included HSBC in their list of the 
trusted brands in Islamic banking chose HSBC as 
their least trusted brand in Islamic banking. This is 
a surprising result as HSBC Amanah is considered 
by many as one of the most well-known brands 
in Islamic banking. This is rather an intriguing 
result, given that most of the consumers of Islamic 
banking services trust the English as the second 
most trusted ethnic group involved in Islamic 
banking (Table 1). Another British bank involved in 
Islamic banking, namely Standard Chartered Bank, 
is the second least trusted brand in Islamic banking, 
followed by Citi Bank.

CIMB Islamic Is A Curious Islamic 
Brand - On one hand, it is the sixth most trusted 
brand in Islamic banking, and on the other hand, 
it is also reported as the ninth most distrusted 
brand. CIMB Islamic is perhaps the most visible 
Islamic brand in Malaysia. The CEO of CIMB Islamic, 
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Most Trusted % Least Trusted %

1. Dubai Islamic Bank 77 1. HSBC 66

2. Kuwait Finance House 71 2. Standard Chartered 63

3. Al Rajhi Bank 66 3. Citi Bank 52

4. Bank Islam Malaysia Berhad 60 4. Faisal Bank 44

5. Albaraka Bank 59 5. Public Islamic (Malaysia) 39

6. CIMB Islamic 53 6. Al Salam Bank Bahrain 22

7. Qatar Islamic Bank 53 7. Noor Bank 21

8. PT Bank Muamalat (Indonesia) 52 8. Islamic Bank of Britain 19

9. Meezan Bank 51 9. CIMB Islamic 15

10. Abu Dhabi Islamic Bank 50 10 Al Hilal Bank 13

TABLE 2
The Poll of Most and Least Trusted Islamic Banking Brands

Which Islamic banks people trust and distrust most 

Technical Note: The results are based on a total sample 1,011 respondents from the countries where the above listed banks operate. In different categories, the number of 
respondents differ. For example, 77% of 323 respondents whose ranking included Dubai Islamic Bank (DIB), chose DIB as their number one choice in terms of the most trusted 
Islamic banking brand. The data are based on personal conversations with the respondents in informal environments. As part of our methodology, the respondents were not 
informed that their opinions will be counted as part of a poll.  

Most Trusted
Least Trusted
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Badlisyah Abdul Ghani, is considered as a “rock 
star” in IBF, and this mixed result for CIMB certainly 
requires further investigation.  

One way of gaging the internal strength of a brand 
is to see how the employees of a particular business 
think about their brands. Not only this, but it is also 
instructive to investigate what employees of one 
business think about other competing businesses. 
When employees of the top 10 most trusted brands 
in Islamic banking were asked if they trusted their 
own brands, an interesting picture emerged. Table 
3 presents a matrix showing how much employees 
of the top 10 most trusted Islamic banks trust 
their own brands and other leading brands in the 
industry. Diagonal entries represent the weighted 
percentage of the respondents who trust their own 
brands; off-diagonal entries represent the weighted 
percentage of employees of one organisation 
who trust the other organisation and its brand. For 
example, the box in row 2 and column 3 states that 
65% of the respondent employees of Meezan trust 
Qatar Islamic Bank (QIB).

Meezan Bank - The Largest Islamic 
Bank in Pakistan - Is Trusted Most by 
its own Employees - It is interesting, as DIB 
being the most trusted Islamic banking brand is 
only the fifth Islamic brand in terms of being trusted 
by its own employees. Furthermore, while Meezan 
Bank’s employees have a very positive view on 
their own brand, they tend to trust other Islamic 
banking brands far less than that. This could very 

well be self-appreciation that in general prevails in 
Pakistan where people tend to believe that they 
are the most authentic when it comes to religious 
practices. In Pakistan, the practices like bai’ ‘ina (buy 
back sale) and tawarruq are not acceptable, and 
therefore Islamic bankers in Pakistan do not think 
very highly of the Islamic banks that are involved 
in such practices. The lowest trust in Malaysian 
Islamic banks is perhaps due to the fact that they 
have been involved in bai’ ‘ina. More importantly, 
employees of other Islamic banks show very low 
level of trust in Meezan Bank, which may primarily 
be due to lack of awareness of the Meezan brand 
outside Pakistan. 

The Malaysian Islamic banks are the least trusted 
brands amongst the employees of Islamic banks 
in the Middle East and Pakistan. The lack of trust 
in Malaysian Islamic banking brands is commonly 
understood, as most Arabs do not endorse 
practices like bai’ ‘ina. Similar attitude prevails 
towards bai’ ‘ina in Pakistan. This poor rating of 
Malaysian Islamic banks is expected to change 
in future, as bai’ ‘ina is being routed out from the 
country, and new Shari’a standards acceptable 
globally are replacing the old Malaysia-centric 
Shari’a approach.  

It may come as a surprise to many that 
ADIB happens to be the least trusted brand by 
its own employees. As the underlying reasons for 
the observed preference ordering was beyond the 
scope of this survey, it will be interesting to study 

the factors that may contribute to such a distrust. 
Although Islamic bankers at ADIB are self-critical, 
they are just as much critical of other peer brands. 
Their ratings of all the Islamic banks, apart from 
the ones in the Far East, is more or less the same, 
ranging from 65 to 70. The same is true for the 
employees of Bank Muamalat Indonesia.

This should, however, not come as a surprise to 
those who are aware of the academic research in 
the field of social change and cultural differences. 
There has always been a tradition of self-criticism 
in the organisations that are exposed to the 
Western style of management. Given that ADIB’s 
top management aspires to develop their bank as 
a Citibank kind of organisation (perhaps because 
a lot of the top management actually have a Citi 
background), it is expected that its employees are 
not entirely happy with the current state of affairs 
and that they know that organisational reforms 
and enhancement of the brand need to be done. 
As a matter of fact, the bank management has 
been toying with the idea of dropping the word 
“Islamic” from its name to enhance its branding. 
The proposed name for international operations of 
the bank is Abu Dhabi International Bank, which is 
clearly a move away from the Islamic identity of the 
bank. 

An opposite argument may hold for the employees 
of Meezan Bank, who are least exposed to the 
Western style of management, and may in fact be 
overwhelmed by the rather local success of their 

Meezan QIB KFH Alrajhi DIB BIMB CIMB-I Albaraka Muamalat ADIB

Meezan 91 65 67 53 57 34 33 50 56 58

QIB 34 88 71 68 69 30 30 59 35 68

KFH 39 79 87 71 69 35 37 67 40 65

Alrajhi 41 77 76 85 73 53 45 69 55 66

DIB 61 63 70 65 84 39 33 64 45 67

BIMB 55 69 71 69 70 80 71 67 59 58

CIMB-I 51 59 61 63 66 69 79 61 60 61

Albaraka 89 80 81 79 78 45 44 78 49 66

Muamalat 62 69 69 68 69 66 66 64 77 65

ADIB 65 69 70 69 68 49 48 67 53 75

TABLE 3
Employees Who Trust Their Own and Other Islamic Banking Brands

Which Islamic banking brands employees of Islamic banks trust most

Technical Note: The results are based on a total sample 440 respondents from the 10 banks in different countries . For different banks, the number of respondents vary from 
just 10 to 50.The data are based on personal conversations with the respondents in informal environments. As part of our methodology, the respondents were not informed that 
their opinions will be counted as part of a poll.
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bank.          

Does Trust, or Lack of it, Really 
Matter? The answer is an unequivocal “yes”. 
Many industry observers fear an inexorable decline 
in popularity of Islamic banking if it fails to develop 
a distinct identity independent of its conventional 
counterpart. While the attempts to bring Islamic 
banking into mainstream are desirable and must be 
applauded, this mainstream relevance should not 
come at the expense of loss of identity. Secularising 
the identity of Islamic banking is at best expedient. 

Trust is often claimed to be a per-requisite of brand 
loyalty. Without trust there can be little business. 
So it will be difficult to win more business for an 
Islamic bank in the wake of diminishing trust in 
its brand and in its distinct value proposition. For 
Islamic banking to develop itself further, it should 
study the models of Islamic banking as presented 
by the likes of Dubai Islamic Bank. Despite ups and 
downs in its 40 years of history, DIB has maintained 
its distinct identity and has over the decades gone 
from strength to strength in terms of its brand 
development.

There is also a need to understand the true 
potential of Islamic branding. According to Miles 
Young, “A market of 1.6 billion people that has 
scarcely been tapped, Muslim consumers offer 
enormous potential to Western marketers - but 
only if their values are fully understood.” It is ironic 
that while mainstream players in the consumer 
markets are identifying, respecting and capturing 
the opportunities in Muslim communities, some 
Islamic banks are trying to move away from this 
multi-trillion opportunity. This is certainly behind 
slivering of the word “Islamic” from some of the 
Islamic banking brands. While the likes of ADIB have 
paid heed to the advice that only seven percent of 
the people in UK are willing to do business with an 
Islamic bank, they failed to understand the finding 
that this number goes to 28 percent when such 
people are educated about Islamic banking. 

A little bit of empathy and understanding of an 
Islamic brand and identity will go a long way to 
develop the required trust not only amongst the 
consumers of Islamic banking services but also 
amongst the employees of Islamic banks. This 
process must start from the top management. We 
believe that Meezan Bank’s employees trust their 
own brand the most is due to a strong emphasis on 
its Islamic identity by the top management. 

This survey is very clear in at least one thing. In 
order to be trusted by others, trust yourself first.            
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Risk management has been a major focus in IBF, especially after Islamic 
Financial Services Board (IFSB) was set up in 2002 in Kuala Lumpur. It has 
issued a number of regulatory standards, with an obvious focus on risk 
management. Consequently, a number of regulators have adopted these 
standards with minor changes to fit their national environments. State Bank 
of Pakistan (SBP) issued guidelines for risk management in Islamic banking 
institutions, which are primarily based on the IFSB Guiding Principles on Risk 
Management. Mujtaba Khalid summarises these guidelines before focusing 
on operational risk management in IBF. 

As with other financial institutions, Islamic 
banking institutions (IBIs) are exposed to different 
categories of risk – financial and otherwise. A risk 
management framework is a set of guidelines and 
best practices that give practical effect of managing 
and mitigating the risks underlying the business 
objectives that IBIs may adopt. 

Islamic banks should have a comprehensive risk 
management and reporting process, including 
appropriate board and senior management 
oversight, to identify, measure, monitor report and 

control relevant categories of risk. Risk management 
frameworks of IBIs shall also take into account 
appropriate steps to comply with Shari’a rules and 
principles and ensure the adequacy of relevant risk 
reporting.

IBIs should have a sound process for executing 
all elements of risk management, including - 
risk identification, measurement, mitigation, 
monitoring, reporting and control. This process 
requires the implementation of appropriate policies, 
limits; procedures and effective management 

information systems (MIS) for internal risk reporting 
and decision making that are commensurate with 
the scope, complexity and nature of IBIs’ activities. 

In addition to risk management, IBIs must also 
develop an Emergency and Contingency Plan in 
order to handle risks and complications which 
may arise from unforeseen events. The boxed 
texts throughout the article are copied from the 
guidelines issued by SBP.

This article looks into different types of risk faced by 
an IBI, with a special focus on operational risk and its 
management in the context of Islamic banking. The 
next section summarises different risk categories, 
before looking into operational risk management in 
the following section. 

Risks Faced By Islamic Banks

Equity Investment Risk 

Equity investment risk pertains to the management 
of risks inherent in the holding of equity 
instruments for investment purposes. Such 
instruments are based on the mudaraba and 
musharaka contracts. The capital invested through 

Risk Management 
in Islamic Financial 
Institutions
Focus on operational risks faced by Islamic banks
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products as well as conducting Islamic finance training and capacity building programs. 
He has worked for the UK based Islamic Finance Council as a senior associate and his most 
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mudaraba and musharaka may be used to purchase 
shares in a publicly traded company or privately 
held equity or invested in a specific project, 
portfolio or through a pooled investment vehicle. 
In the case of a specific project, IBIs may invest at 
different investment stages.

The equity investment risk may broadly be defined 
as the risk arising from entering into a partnership 
for the purpose of undertaking or participating in 
a particular financing or general business activity 
as described in the contract, and in which the 
provider of finance shares in the business risk. In 
evaluating the risk of an investment using the 
profit sharing instruments of mudaraba, the risk 
profile of potential partners (mudarib) is a crucial 
consideration in the process of due diligence. 
Such due diligence is essential to the fulfillment of 
the IBIs’ fiduciary responsibilities as an investor of 
deposits on a profit-sharing and loss-bearing basis 
(mudaraba). These risk profiles include the past 
record of the management team and quality of the 
business plan of, and human resources involved in, 
the proposed mudaraba activity.

Credit Risk

Credit risk is generally defined as the potential 
that the counter-party fails to meet its obligations 
in accordance with agreed terms. This definition 
is applicable to IBIs managing the financing 
exposures of receivables and leases (for example, 
murabaha, diminishing musharaka and ijara) and 
working capital financing transactions/projects 
(for example, Salam, istisna’ or mudaraba). IBIs 
need to manage credit risks inherent in their 
financings and investment portfolios relating to 
default, downgrading and concentration. Credit 
risk includes the risk arising in the settlement and 
clearing transactions.

IBIs should have in place a strategy for financing, 
using various instruments in compliance with 
Shari’a, whereby they recognise the potential credit 
exposures that may arise at different stages of the 
various financing agreement.

Liquidity Risk

Liquidity risk is the potential loss to an IBI arising 
from its inability to either meet obligations or to 
fund increases in unacceptable costs or losses. 
Liquidity risk generally occurs due to receivables 
and payables mismatch.

IBIs need to identify any future shortfalls in 
liquidity by constructing maturity ladders based 
on appropriate time bands. The IBIs may have their 
own criteria for classifying cash flows, including 
behavioural methods. 

As fiduciary agents, the IBIs are concerned with 
matching their investment policies with risk 
appetites of PLS deposit holders and shareholders. 

If these investment policies are not consistent 
with the expectations and risk appetites of PLS 
deposit holders, the latter may withdraw their funds 
leading to a liquidity crisis for the IBIs. This applies 
particularly to PLS deposit holders.

Market Risk

Market risk is defined as the risk of losses in on- and 
off-balance sheet positions arising from movements 
in market prices, i.e., fluctuations in values in 
tradable, marketable or leas-able assets (including 
sukuk) and in off-balance sheet individual portfolios 
(for example restricted investment accounts). The 
risks relate to the current and future volatility of 
market values of specific assets (for example, the 
commodity price of a Salam asset, the market value 
of a sukuk, the market value of murabaha assets 
purchased to be delivered over a specific period) 
and of foreign exchange rates.

Operational Risk

The Bank of International Settlement (BIS) defines 
operational risk as the risk of loss resulting from 
inadequate or failed internal processes, people and 
systems or from external events. It includes legal 
risk, i.e., potential loss arising from lawsuits, which 
the bank must compensate its clients who suffered 
losses resulting from the operational lapses. Such 
risks could have an adverse impact on IBI’s market 
position, profitability and liquidity among others.

Operational Risks and Islamic Banks

The risk management for Islamic banks cannot be 
done by cutting and pasting risk management 
concepts and practices from conventional banks. 

The savings and investments/financing/ trading 
contracts offered by Islamic banks have different 
transaction characteristics and a different risk 

IBIs should define and set the objectives of, and criteria 
for, investments using profit sharing instruments, 
including the types of investment, tolerance for risk, 
expected returns and desired holding periods. IBIs 
should also keep under review, policies, procedures and 
an appropriate management structure for evaluating 
and managing the risks involved in the acquisition of, 
holding and exiting from profit sharing investments.

IBIs should establish policies and procedures defining 
eligible counter-parties (retail/consumer, corporate or 
sovereign), the nature of approved Shari’a Compliant 
financings and types of appropriate financing 
instruments. IBIs shall obtain sufficient information to 
permit a comprehensive assessment of the risk profile of 
the counter-party prior to the financing being granted.

IBIs should have in place a liquidity management 
framework (including reporting) taking into account 
separately and on an overall basis their liquidity 
exposures in respect of each category of current 
accounts, unrestricted and restricted investment 
accounts.

IBIs should have in place an appropriate framework 
for market risk management (including reporting) in 
respect of all assets held, including those that do not 
have a ready market and/or are exposed to high price 
volatility.

IBIs shall have in place appropriate mechanisms to 
safeguard the interests of all fund providers and 
stakeholders. Where PLS deposit holders’ funds are 
commingled with the IBIs’ own funds, the IBIs shall 
ensure that the bases for asset, revenue, expense 
and profit allocations are established, applied and 
reported in a manner consistent with the IBIs’ fiduciary 
responsibilities.
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profile than conventional banks. The uncertainties 
associated with Shari’a compliance leave banks 
exposed to fiduciary and reputational risks.

Shari’a compliance means adhering to the 
guidelines and rulings of Shari’a in all business and 
financial aspects.

The Islamic Financial Services Board (IFSB), in its risk 
management standards, describes operational risk 
IBIs are exposed to as:

“IIFS are exposed to risks relating to Shari’a non-
compliance and risks associated with the IIFSs’ 
fiduciary responsibilities towards different fund 
providers. These risks expose IIFS to fund providers’ 
withdrawals, loss of income or voiding of contracts 
leading to a diminished reputation or the limitation 
of business opportunities.”

Shari’a Non-Compliance Risk

Shari’a non-compliance risk is the risk that arises 
from IBIs’ failure to comply with the Shari’a rules 
and principles prescribed by Shari’a Advisor of an 
IBI. Shari’a compliance is critical to IBIs’ operations 
and such compliance requirements must permeate 
throughout the organisation and their products 
and activities. As a majority of the fund providers 
use Shari’a-compliant banking services as a matter 
of principle, their perception regarding IBIs’ 
compliance with Shari’a rules and principles is of 
great importance to sustainability of IBIs. In this 
regard, Shari’a compliance is considered as falling 
within a higher priority category in relation to other 
identified risks.

Islamic Financial Transactions and Shari’a Non-
Compliance 

There are at least six basic principles which are 
taken into consideration while executing any Islamic 
banking transaction. These principles differentiate 
a financial transaction from a riba/interest based 
transaction to an Islamic banking transaction:

1. Sanctity of contract: Before executing any 
Islamic banking transaction, the counter 
parties have to satisfy whether the transaction 
is halal (valid) in the eyes of Shari’a. This 
means that Islamic bank’s transaction must 
not be invalid or voidable. An invalid contract 
is a contract, which by virtue of its nature is 
invalid according to Shari’a rulings. Whereas 
a voidable contract is a contract, which by 
nature is valid, but some invalid components 
are inserted in the valid contract. Unless these 
invalid components are eliminated from 
the valid contract, the contract will remain 
voidable.

2. Risk sharing: Islamic jurists have drawn 
two principles from the saying of Prophet 
Muhammad (SAW). These are “Alkhiraj 
Biddamaan” and “Alghunun Bilghurum”. Both 

the principles have similar meanings that no 
profit can be earned from an asset or a capital 
unless ownership risks have been taken by 
the earner of that profit. Thus in every Islamic 
banking transaction, the Islamic financial 
institution and/or its deposit holder take(s) 
the risk of ownership of the tangible asset, real 
services or capital before earning any profit 
there from.

3. No riba/interest: Islamic banks cannot involve 
in riba/interest related transactions. They 
cannot lend money to earn additional amount 
on it. However as stated in point No. 2 above, 
it earns profit by taking risk of tangible assets, 
real services or capital and passes on this 
profit/loss to its deposit holders who also take 
the risk of their capital.

4. Economic purpose/activity: Every Islamic 
banking transaction has certain economic 
purpose/activity. Further, Islamic banking 
transactions are backed by tangible assets or 
real services.

5. Fairness: Islamic banking inculcates fairness 
through its operations. Transactions based on 
dubious terms and conditions cannot become 
part of Islamic banking. All the terms and 
conditions embedded in the transactions are 
properly disclosed in the contract/agreement.

6. No invalid subject matter: While executing an 
Islamic banking transaction, it is ensured that 
no invalid subject matter or activity is financed 
by the Islamic financial transaction. Some 
subject matter or activities may be allowed 
by the law of the land but if the same are not 
allowed by Shari’a, these cannot be financed 
by an Islamic bank.

 Any transaction that does not adhere to the 
aforementioned rules, would be considered Shari’a 
non-compliant and thus be invalid.

Internal Shari’a Control Mechanisms for Islamic 
Banking Contracts

In this section, we will be looking at Islamic 
contracts structured for the banks operations and 
the internal Shari’a control mechanisms that need 
to be followed. 

For deposits, we will look at the mudaraba 
contracts, for leasing the ijara contract will be 
examined and for financing, a partnership based 
musharaka contract will be observed.

Internal Shari’a Control Mechanism for Mudaraba 
Deposits

Mudarabah is a profit sharing contract under which, 
the rabb al-mal (capital provider) provides capital 
to the mudarib (entrepreneur / business manager) 
to invest in a business activity. The returns from the 
investments are then shared between the capital 
provider and the business manager on a pre-

agreed ratio. In mudaraba-based deposits in Islamic 
banking, the depositors provide capital while the 
banks manages the business.

Shari’a Control Mechanism in this case should 
ensure:

• No fixed return is committed to high value 
depositors 

• No extra privilege is given to high value 
current account holders

• The actual status of the deposit is mentioned 
in the account opening document and in the 
correspondence with the customer

• The profit earned during the period has 
been distributed according to an approved 
distribution methodology

• Profit distribution sheets of each term has 
been approved by the Shari’a advisor

• The profit is allocated using the concept of 
daily product and weight-age system

• AAOIFI standards require Islamic banks to 
present the depositor’s fund as a form of 
equity.

• Restricted investment account holders have to 
be shown in an off balance sheet statement

Internal Shari’a Control Mechanism for Ijara 
Financing

Ijara is the lease of a non-consumable asset. 
The difference between an ijara contract and a 
conventional lease is that the ownership and all 
associated risks remain with the lessor till the end of 
the ijara term.

Shari’a Control Mechanism in this case should 
ensure:

• The bank documented the transaction 
properly

• The asset is specified and known – proper 
asset description and date of delivery must be 
mentioned in the relevant document

• Total cost of the asset must be determined 
at the time of the execution of the lease 
agreement and will include all ownership 
related costs e.g. takaful (insurance) duties, 
taxes, transportation

• The ijara period is known – Specified date of 
each monthly rental becoming due must be 
clearly mentioned in the rental schedule 

• A proper mechanism is agreed upon in case 
need to change rental rate

• The ijara is concluded correctly and the 
ownership is transferred to the customer (in 
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case of ijara wa iqtina’)

• The responsibility of risk is clearly known to 
both the bank and customer

• The nature of rentals is clearly known, i.e., in 
advance or in arrears 

• The rental payment starts after the delivery of 
the asset NOT from the contract date – in case 
the asset requires some time for installation, 
the rentals will start after the asset is in a use-
able condition

• Rentals can be fixed or variable – in case of 
variable rate rental, the rentals for the first 
period must be fixed at the time of execution 
of the ijara agreement and will change 

according to a known formula

• The asset is transferred (by means of gift or 
sale) through a separate contract at the end of 
the lease term (in case of ijara wa iqtina’)

Internal Shari’a Control Mechanism for 
Diminishing Musharaka Financing

Diminishing musharaka is a composite product that 
comprises shirka (joint ownership), ijara rental and 
bai’ (sale). Rules of the mentioned contracts need to 
be ensured for this product. 

Most processes are the same as in the ijara contract.

Shari’a Control Mechanism for this should ensure:

• The steps of implementation should be 

defined in advance, i.e., shirka first then ijara 
and then sale

• This arrangement should not be used for cash 
financing

• In a sale of a lease back transaction, the sale of 
units will start after completion of one year to 
avoid buy-back arrangement

• There must be a mechanism to deal with early 
maturity and balloon payments

Back and Middle Office Operations and Risk 
Management 

The risk management functions relating to treasury 
operations are mainly performed by the middle-

Strategy Setting:
 Growth and P & L
 Resources Needed
 Resources available and risk appetite

Shari’a Risk Management Control Function:
  Identify, measure, monitor, report and control  
 Shari’a non-compliance risk
  Form part of IFIs integrated risk management  
 framework
  Review business operations on regular basis to  
 ensure Shari’a compliance

Marekts and Products:
  Deposit of �nancing, specialised/treasury
  Growth projections and long-term    
 sustainability

ALCO - Formulate Optimal Capital and 
Liquidity Structure

Risk Management in Islamic Financial Institutions
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office. The concept of middle-office has recently 
been introduced so as to independently monitor, 
measure and analyses risks inherent in treasury 
operations of banks. Besides, the unit also prepares 
reports for the information of senior management 
as well as a bank’s Asset and Liability Management 
Committee (ALCO). Basically the middle-office 
performs risk review function of day-to-day 
activities. Being a highly specialised function, it 
should be staffed by people who have relevant 
expertise and knowledge. 

A middle-office setup, independent of the treasury 
unit, could act as a risk monitoring and control 
entity reporting directly to top management. 
Keeping tabs on the Value-at-Risk (VaR), ensuring 
adherence to external and internal guidelines and 
evolving risk monitoring systems would be some 
responsibilities of such a setup. The methodology 
of analysis and reporting may vary from bank to 
bank depending on their degree of sophistication 
and exposure to market risks. These same criteria 
should govern the reporting requirements 
demanded of the middle-office; which may vary 
from simple gap analysis to computerized VaR 
modeling. Middle-office staff may prepare forecasts 
(simulations) showing the effects of various 
possible changes in market conditions related 
to risk exposures. Banks using VaR or modeling 
methodologies should ensure that its results are 
consistent.

Regular information flow from the Head of 
Treasury to the Head of Middle Office department 
is expected in discharging these responsibilities. 
Investment in information technology (IT) as tools 
for decision making allows banks to respond in real 
time to operational needs. However the ability to 
monitor and respond manually in the absence of IT 
tools is still required.

The roles of an effective middle-office operation are 
to ensure:

• A systematic approach to risk control for all 
products

• Understanding of the necessary legal, 
documentary and regulatory frameworks

• Effective interaction with the front office and 
other departments

• The preparation and support for the 
introduction of new products

• The implementation of effective accounting, 
reporting and MIS

• Comparing the “best practices” of middle-
office operations

Risk assessment should cover all risks facing the 
bank and the consolidated banking organisation 
(that is, Shari’a risk, country and transfer risk, market 

risk, interest rate risk, liquidity risk, operational risk, 
legal risk and reputational risk). Financial controls 
may need to be revised to appropriately address 
any new or previously uncontrolled risks. Areas of 
potential conflicts of interest should be identified, 
minimised, and subject to careful, independent 
monitoring. 

Control activities should include: top level 
reviews; appropriate activity controls for different 
departments or divisions; physical controls; 
checking for compliance with exposure limits 
and follow-up on non-compliance; a system of 
approvals and authorisations; and, a system of 
verification and reconciliation.

There should be an effective and comprehensive 
internal audit carried out by operationally 
independent, appropriately trained and competent 
staff. These systems, including those that hold 
and use data in an electronic form, must be 
secure, monitored independently and supported 
by adequate contingency arrangements. The 
internal audit function, should report directly to 
the board of directors or its audit committee, and 
to senior management. Deficiencies, whether 
identified by business line, internal audit, or 
other control personnel, should be reported in a 
timely manner to the appropriate management 
level and addressed promptly. Material internal 
control deficiencies should be reported to senior 
management and the board of directors.

The Way Forward 

The challenge going forward is for Islamic banks 
to establish a cultural mindset and operating 
framework that embed balance sheet risk - 
something beyond the regulatory requirements set 
out under Basel III. 

As regulations become more stringent and the 
market becomes saturated, banks need to enforce 
an inclusive risk management ensuring effective 
teamwork. The diagram below gives a brief 
illustration of what might be needed for Islamic 
banks to be more effective.

As more complex deals are being executed and 
more complicated products are being developed, 
if any institution, inside or outside the IFI, deserves 
scrutiny, it is the Shari’a scholars. Therefore, apart 
from a Shari’a audit to check compliance with the 
Shari’a governance frameworks provided by the 
Shari’a board, a Fatwa Audit is also proposed 
in countries where no centralised Shari’a 
supervisory board is instituted. This would be 
an independent audit carried out to determine 
what ijtihad was used by the Shari’a scholar or 
board in deeming a deal, product or transaction as 
Shari’a compliant. This can be a revolutionary step 
in tackling the creeping cynicism about Islamic 
finance among Muslims. 

Being suitably qualified requires both a minimum 
level of knowledge and skill as an entry criterion, 
and also the need to have ongoing training. Shari’a 
scholars working as advisors to an IFI need also to 
consider the risks of litigation over the advice they 
provide as increasing litigation activity related to 
Islamic finance is being seen in courts. Initiatives in 
the Islamic finance industry specifically addressing 
the issue of competence include “fit and proper” 
criteria set by industry regulators. However, it is 
preferred that central Shari’a boards be constituted 
in all the countries where IBF is significant. This will 
ensure that no tension crops up between Shari’a 
scholars and other stakeholders involved in IBF.

Consumer Relations

One aspect that is lagging is an effective consumer 
relations policy, focusing on aspects such as 
anticipating a change in consumer needs and how 
they will defer in the next 5 years, how to respond 
to such changes and how to target new consumer 
groups. 

Commercial transactions include an element of 
trust. Research shows that the quality of customer-
facing employees and the ease of doing day-to-
day business are the most important elements 
in building or reinforcing trust. IFIs should create 
service excellence on top of operational excellence.

This requires proactive relationship management: 
maintaining a dialogue with customers, creating 
awareness about Islamic finance among consumer 
groups through conferences and education 
programmes, acting in their best interests and 
coming up with solutions for personal financial 
situations.

Islamic banks should also bear in mind that, 
as mentioned above, most of the Muslim 
demographic is young and their consumer base 
would mostly consist of Gen-Y individuals. These 
individuals tend to be higher educated and critical; 
they often have above average incomes and are 
extensive users of technology. Therefore effective 
use of technology in terms of products which 
are not only easy to understand but also reduce 
effort and the use of social media for marketing 
campaigns should be employed effectively. 

In this respect, State Bank of Pakistan has just 
released a comprehensive study called KAP Report 
that, apart from quantifying demand for Islamic 
banking in the country, highlights knowledge, 
attitude and practices of Islamic banking in 
Pakistan. There is a need that all banking and 
financial regulators conduct such studies to find 
out supply-demand gaps and how to fill these. This 
will be an excellent step towards identifying Islamic 
banking specific risks, with a view to manage them 
to protect interests of all the stakeholders. 



AWQAF PROPERTIES 
IN MALAYSIA

Waqf (plural awqaf) is popularly known in Malaysia as wakaf. Awqaf exist in various 
forms, from traditional to contemporary modes of creations. Current awqaf are 
extensions of the practice of waqifs (waqf donors) that occurred in the past. These were 
influenced by Islamic religious faith, whose introduction to Malaysia occurred around 
the 15th century.

It is important to note here that, in Malaysia, awqaf are given not only by Muslims but 
also by non-Muslims, and they are both domestic and international. In addition, Muslims 
and non-Muslims alike enjoy the benefits of mawquf (waqf property). According to the 
Department of Waqf, Zakat and Hajj (JAWHAR, i.e., Jabatan Wakaf, Zakat dan Haji), awqaf 
lands in Malaysia are 11,091.82 hectares, worth RM1.17 billion (*). Efforts have been made 
from time to time by the respective organisations, particularly the State Islamic Religious 
Councils (SIRCs) with the co-operation of various parties, to develop awqaf lands. The 
Malaysian Government has also contributed significant funds for the purpose through 
the Malaysia Plan (Rancangan Malaysia). 

Dr. Siti Mashitoh Mahamood, an internationally renowned expert of awqaf, analyses 
awqaf properties in Malaysia.

(*)  Equivalent to US$508 million (using exchange rate of RM1 = US$0.30)
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Based on the existing Malaysian legal framework, 
the matter of waqf, has been made as one of the 
important Muslim affairs in the country. The word 
wakaf can be found in the Federal Constitution and 
it is positioned under the State matter. With the 
authority of the Constitution, the promulgation of 
waqf law has been made in the legislation of the 
states with a number of significant substantive and 
administrative provisions to regulate the matter. 
Some of the states, i.e., Selangor, Malacca and 
Negeri Sembilan, have created specific statutes 
called Wakaf Enactments. The other states, 
including the Federal Territories (Kuala Lumpur, 
Putrajaya and Labuan), have codified the provisions 
in the administration of Islamic Law statutes, which 
also include other matters specifically related with 
Muslims. The major focus of the law contains several 
parts of the codification, ranging from procedures 
of waqf creation; conditions of its validity; powers 
and rights of the SIRC as the sole trustee; powers 
of the Waqf Management Committee; vesting of 
mawquf; establishment of waqf funds and waqf 
schemes; and also references to fatwa and Shari’a 
law. 

All state laws (enactments/ordinances/acts) provide 
that the SIRCs, also known as Majlis Agama Islam 
(Majlis), are the sole trustees of all awqaf, whether 
an ordinary waqf (waqf ‘am) or a special (waqf khas). 
For example, Section 32 Waqf (State of Selangor) 

Enactment 1999 provides that:

Notwithstanding any provision to the contrary 
contained in any instruments or declaration 
creating, governing or affecting any wakaf, the 
Majlis shall be the sole trustee of all wakaf, whether 
wakaf am or khas, situated in the State of Selangor.

The term “sole trustee of awqaf assets” implies that 
the Majlis of each state have been legally appointed 
by their respective laws to supervise all awqaf 
assets and be responsible for their management 
and development. No other parties or bodies are 
entitled to hold trusteeship power, except in cases 
from the past, i.e., Before the promulgation of the 
Islamic administrative laws of the states. Hence, 
delegating the powers to others, or the existence of 
private trustees, would be treated as illegal and not 
conforming to the laws. 

The laws also provide that all mawquf should be 
vested in the Majlis and necessary steps have 
to be taken to fulfill the said provision. As for 
immovable property, registration should be made 
in accordance with the provisions of the National 
Land Code 1965 (Act 56). For example, Section 50 
of the Wakaf (State of Malacca) Enactment 2005 
stipulates that: 

1. The Majlis shall take all necessary steps as soon 
as practicable to vest in itself wakaf which are 
created under this Act.

2. Any usufruct or benefit from a mawquf shall 
be vested to the Majlis from the date of the 
commencement of the wakaf, and the Majlis 
may claim any usufruct or benefit of a mawquf 
from any person before the registration of the 
wakaf.

3. All mawquf situated in the State of Malacca, 
before the commencement of this Enactment, 
shall, without any conveyance, assignment 
or transfer whatsoever and in respect of all 
immovable property upon registration under 
the provisions of the National Land Code [Act 
56 of 1965], is hereby vested to the Majlis to 
the extent of any property affected thereby.

4. Subject to the provision of section 32, the 
Majlis shall take all necessary steps to vest in 
itself for the like purposes any such property 
situated elsewhere than the State of Malacca.

The Majlis administers all mawquf in accordance 
with the stipulation of the founders when they 
were created. As such, according to the existing 
laws the capital of the mawquf is applied 

in pursuance of such creations, and held as 
segregated funds and will not form part of the 
Baitulmal. Their income is paid to and forms part 
of the Baitulmal, and in case of waqf khas being 
received by the Majlis, it is applied in accordance 
with their stipulations.

According to the Islamic law of waqf, it is incumbent 
on the Majlis as the mutawalli of awqaf assets, to 
observe as much as possible all the stipulations 
and the conditions laid down by the founder in 
the waqf deed. He should always be cautious in 
administering and supervising the mawquf as 
he deals with the public interest. The foremost 
duties of the mutawalli consist of preserving and 
keeping the mawquf intact, gaining profits from 
the mawquf and collecting and distributing the 
revenues among the beneficiaries. He should also 
carefully protect the substance of the mawquf  
from any loss or damage. 

The above are the important responsibilities that 
the Majlis have to carry out in order to fulfill their 
legal obligations as the sole trustees for all the 
mawquf situated in the states.

TYPES OF AWQAF

Generally, the creations of awqaf in Malaysia fall 
within 3 major categories:

a. Waqf `am
b. Waqf khas
c. Waqf al-mushtarak (spelled as al-musytarak) 

Waqf `am refers to any form of waqf dedication 
aimed at general welfare or khairat without 
specifying any particular beneficiaries (individuals 
or organisations/institutions) or specific purposes. 
This category of waqf is applicable to things or 
objectives directed towards general social welfare 
and charitable purposes. In contrast, waqf khas 
is a type of waqf with specified beneficiaries or 
purposes. Under this form of waqf, the waqif will 
identify the persons who are to benefit from the 
awqaf or the purpose for which the waqf must be 
applied. The combination of waqf `am and waqf 
khas forms the hybrid category, waqf al-mushtarak. 

Thus, a waqf which is created from any type 
of property or established under any type of 
scheme will use either the waqf `am or the waqf 
khas concept. Each type is treated differently in 
accordance with Islamic principles. It follows that 
for a waqf khas, the mutawalli or the trustee has 
the responsibility to implement all the stipulated 

Dr. Siti Mashitoh Mahamood is an Associate 
Professor at Department of Shari’a and Law, 
Academy of Islamic Studies, University of 
Malaya, Kuala Lumpur, Malaysia. She has 
extensively written on awqaf properties, and 
is indeed considered as an internationally-
acclaimed expert in this field.
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conditions of a waqif unless they are opposed 
to Shari’a and the law of the country. In the latter 
case, proper modifications and adjustments must 
be made with due reference to the authoritative 
bodies of the competent jurisdiction. The authority 
may come from the verdict (also known as a fatwa) 
of a Mufti or an order from a court, normally a 
Shari’a court, depending on the applicable laws 
of a state. According to the textbook of waqf in 
the Shari’a, a reference has to be made to the 
Qadi (judge) of a state. In Malaysia, according to 
the laws and practices, the power generally rests 
with the State Fatwa Committee. However, some 
states confer the power on the Majlis or the Wakaf 
Management Committee. As for a waqf `am, the 
mutawalli or the trustee may, at his discretion, use 
the mawquf for any good purpose as long as it is 
compatible with the Shari’a law of waqf.

PROPERTY ENDOWED AS AWQAF

Movable and immovable properties have been 
made awqaf for general and specific purposes or 
beneficiaries, depending on the wishes of waqifs. 
Previously, Malaysians preferred their awqaf to be 
established from immovables, consisting of landed 
properties, especially for the erection of mosques, 
graveyards and Islamic religious schools including 
pondok schools.  

In the current context, awqaf from movables are 
also included. These include cash waqf, waqf 
shares and waqf of gold. The latter is a new kind 
of mawquf accepted by Yayasan Waqaf Malaysia 
(YWM, the Malaysia Waqaf Foundation). 

Cash waqf is also accepted in the country. Although 
its validity has been debated by some Muslim jurists 
in Islamic jurisprudence due to its impermanent 
character, the Malaysian waqf authorities have 
approved a cash waqf provided that it is converted 
into or used towards creating permanent benefits. 
Normally, the funds collected will be used to 
purchase immovable assets or be added to 
existing waqf development projects. Recently, a 
collaboration between Bank Muamalat Malaysia 
Berhad (BBMB) and Perbadanan Wakaf Selangor 
(PWS, Wakaf Corporation of Selangor) has taken 
place with the introduction of a cash waqf scheme 
called Wakaf Selangor Muamalat. This new scheme 
aims to accumulate funds and distribute them in 
two main areas: healthcare and education.

What is more unique is that the creation of waqf 

has been expanded to cover waqf of shares which 
can be formed either from movable or immovable 
properties. It is very important to note here that 
waqf shares are different to waqf of shares. For ease 
of understanding, their definitions are given below 
as provided in Section 2 of the Wakaf (State of 
Malacca) Enactment 2005 (No.5 of 2005):

“wakaf shares” means the creation of a wakaf 
through the issuance of shares which are 
subsequently endowed as a wakaf by the purchaser 
to the Majlis;

“wakaf of shares” means shares of company or 
enterprise or existing shares dedicated for wakaf.

The Wakaf (State of Selangor) Enactment 1999 (No.7 
of 1999) only provides provisions on waqf shares, 
but nothing is mentioned about waqf of shares. 
Section 17(1) of the law provides that:

The Majlis may offer wakaf shares of any property 
obtained or to be obtained by it to any person for 
such shares to be purchased which is subsequently 
endowed as a wakaf to the Majlis.

In regard to the Wakaf (Negeri Sembilan) Enactment 
2005, a provision on waqf shares has been included 
under Section 11 which mentions a waqf scheme. 
In fact, this provision on waqf shares constitutes a 
sub-category of the waqf scheme. This statute is 
unique because other types of waqf, i.e., Cash waqf, 
waqf bonds and other instruments for valuable 
securities, have also been placed under this 
scheme. The statute further defines the meaning of 
these mentioned waqf in Section 11(2) as follows:

… The creation of a wakaf through the 
offering of shares, issuance of bonds or any 
other instrument for valuable securities 
which are subsequently endowed as a 
wakaf by the purchasers of the shares, 
bonds or any other instrument for valuable 
securities to the Majlis. 

Other states do not have provisions on such 
innovative awqaf products and schemes as these 
mentioned states do, although some of these have 
introduced their own waqf shares and waqf of 
shares. In fact, these two types of awqaf products 
serve as alternative ways of creating waqf to the 
long-standing classical ones. 

The mention of waqf bonds (also known as sukuk) 
and other valuable securities instruments clearly 

shows that Malaysia has already prepared to 
accept these contemporary modes of financing to 
establish awqaf properties in the country. 

In the context of the implementation of waqf 
shares, the Majlis of a state or an institution with the 
permission of a state Majlis may offer units of waqf 
shares of any property, normally of immovables, 
to the public or to any person, so that such shares 
can be purchased and thereafter be endowed as a 
waqf. The person who is interested in buying the 
shares that are offered will pay a certain amount 
of money to the Majlis depending on the pre-
determined unit price for a share. The price differs 
from one state to another, and depends on the 
shares bought by the purchaser. It can be as small 
as RM1. The accumulated monies will be put in a 
Waqf Fund which will later be used to purchase 
an identified immovable property, or be used 
to finance a property development project as 
determined by the Majlis or the trustee. 

A number of states have introduced the waqf 
shares product. These are: Selangor, Johore, Pahang, 
Malacca and Penang, although the latter has been 
using the name Dana Wakaf (Waqf Fund) for the 
product. In this type of waqf, the State of Johor 
under the Majlis Agama Islam Johor (MAIJ, i.e., The 
SIRC of Johor) introduced Saham Wakaf Johor. This 
was able to accumulate a total of RM6 million(*) for 
the construction of a student hostel in Cairo. 

As for the concept of waqf of shares, the application 
is simple. Any existing shares in a property or in a 
company that belong to a person may be endowed 
as a waqf, for any general or specific purpose. 

It is worth mentioning here that the Corporate 
Waqf introduced by the Johor Corporation Berhad 
(JCorp) falls under the category of waqf of shares, 
whereby part of the units of shares owned by 
this corporation in its subsidiary companies are 
dedicated as awqaf. The dividend income from 
these shares is distributed to the SIRC of Johore 
(5 percent), JCorp (70 percent) and 25 percent 
to general purpose charities. Waqaf An-Nur 
Corporation Berhad (WANCorp) has been entrusted 
with managing all equity shares transferred by 
JCorp to awqaf. WANCorp is a company established 
under limited guarantee by the JCorp and the 
appointment of the Nazir Khas (Specific Manager) 
to manage the shares, particularly the awqaf 

(*) US$1.8 million (using exchange rate of RM1 = US$0.30).
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dividends, was made on 4 December 2009 in 
accordance with Wakaf Rules 1983, State of Johore.

In the latest development, Majlis Agama Islam 
Wilayah Persekutuan (MAIWP, i.e., the SIRC of the 
Federal Territories of Kuala Lumpur, Putrajaya and 
Labuan) also showed an interest in introducing 
its own Corporate Waqf product where 
corporate companies will be the targets for its 
implementation. A luncheon talk on the matter 
organised by the MAIWP, which was held on 12 
September 2013, showed their determination 
to make the Corporate Waqf a reality. Today, the 
product has attracted commercial banks, corporate 
individuals and the public as waqifs.

In fact, the existing Corporate Waqf institutions 
mentioned above are in line with a resolution 
passed in the 1st Islamic Religious Council Congress 
held in PWTC, Kuala Lumpur on 26-27 September 
2011, urging the establishment of such institutions 
at the national and state levels.

FINANCING & DEVELOPMENT OF AWQAF

In Malaysia, the development of awqaf properties 
has increased a great deal. Various approaches have 
been applied and these centre on the physical type 
of waqf land developments. 

Awqaf hotels are the most iconic, a recent trend in 
waqf property development. Until now, four hotels 
have been built under the waqf concept in the 
states of Malacca (Pantai Puteri), Perak (The Regency 
Seri Warisan), Terengganu (Grand Puteri) and Negeri 
Sembilan (Klana Beach Resort). The latter hotel, 
which is located at the Baitul Hilal Complex, also 
has an observatory with the largest telescope in the 
country, measuring 26 inches in diameter. 

The above hotels were built on awqaf lands 
entrusted to the mentioned SIRCs. These 
huge projects were funded by the Malaysian 
government, and the respective SIRCs of those 
states are the sole trustees for their administration. 
The hotels are operated by the appointed 
companies through leasing contracts. 

Imarah Wakaf (Menara Wakaf) is another unique 
example of a waqf development project in 
Malaysia. It is a 34-storey waqf building under the 
administration of MAIWP, located at Jalan Perak 
within the Golden Triangle vicinity of Kuala Lumpur 
City Centre. The building was built on 1.21 acres 
of awqaf lands endowed by a wealthy Gujarati 

Muslim, the late Ahmad Dawjee Dadabhoy. The 
building incorporates Islamic architectural features 
with the latest in international building design. It 
was developed using Build Operate, Transfer (B.O.T) 
as well as the Islamic concepts of wakala, ijara and 
istisna .̀ 

Imarah Wakaf was the first large-scale commercial 
development project in the country constructed 
on waqf land. It involved 3 leading Islamic 
organisations, namely the MAIWP, Lembaga Tabung 
Haji (TH, i.e, the Malaysia Pilgrimage Fund Board) 
and Bank Islam Malaysia Berhad (BIMB). The project 
was funded by the TH at a cost of RM151 million, 
and has a 25 year leasing period. MAIWP as the land 
owner (i.e., the trustee) will receive RM56.6 million 
over that period. Imarah Wakaf is now being used 
as the Bank Islam Headquarters and is well known 
as Menara Bank Islam. MAIWP has been provided 
with one story of the building and there is also a 
place of worship called Surau Wakaf Ahmad Dawjee 
Dadabhoy, named after the waqif. It is believed 
that MAIWP will receive RM700 million worth of this 
commercial waqf building upon the completion 
of the BOT period. It is worth noting that MAIWP 
has been recognised by Dewan Perdagangan Islam 
Malaysia (DPIM, i.e., The Malaysian Islamic Chamber 
of Commerce) and the International Islamic 
University Malaysia (IIUM) as the Best Waqf Land 
Development by Malaysian SIRCs.

The above mentioned types of development clearly 
show that awqaf are not just confined to traditional 
subjects, such as mosques and graveyards which 
are always associated with `ibadah symbols, but 
also take in commercial ones. What is important 
is that the profits or revenues of such mawquf 
should ultimately satisfy waqf purposes and 
benefit mawquf `alayh (i.e., waqf beneficiary/ies). 
In fact, there are many other instances of property 
developments in Malaysia established under the 
waqf concept which aim to meet the various needs 
of society, such as orphanages, business premises, 
educational complexes and women’s shelters.

In addition to the above examples, waqf 
development is also significant in the area of 
medical and health services. For example, JCorp, 
through WANCorp and in cooperation with some 
of the SIRCs and support from KPJ Healthcare 
Berhad has developed and manages 20 Waqaf 
An-Nur Clinics (KWAN); one Waqaf An-Nur Hospital 
(HWAN) at Pasir Gudang; and two mobile clinics in 

Johor on the fundamental of charity through waqf 
concept’s adaptation. The main objective of their 
establishment was to provide healthcare treatment 
and dialysis facilities to the general public, in 
particular those in greatest need, regardless of 
their ethnicity and religion. Up to June 2014, a 
total of 1,001,115 treatments had been given to 
patients in the chain of KWANs. Out of those, 73,542 
treatments were given to non-Muslim patients. The 
total number of patients with kidney failure that 
have been receiving dialysis treatment in HWAN 
and KWANs are now 124. In addition, HWAN and 
the chain of KWANs not only provide healthcare 
treatment for a nominal charge of RM5 inclusive 
of medication but also offer dialysis treatment at a 
subsidised rate to the needy. Patients also receive 
financial support from Baitulmal, SOCSO (also called 
PERKESO, i.e., The Social Security Organisation) and 
various other welfare agencies which allow them to 
receive free treatment.

CONCLUSION

Based on the foregoing discussion on the progress 
and development of awqaf properties in Malaysia, 
the future looks promising. Research on waqf, 
particularly on its financing and development, 
which has produced new findings, serves as 
good guidance for all the related parties. Financial 
support from the Government in awarding research 
grants to Malaysian universities in this respect is 
very much appreciated. Application of some Islamic 
modes of financing in the development of iREITs, 
waqf REITs and sukuk (Islamic bonds) will surely 
allow the country to develop awqaf properties 
in accordance with international standards. This 
has already happened in Saudi Arabia with the 
Zam-Zam Tower which used sukuk al-intifà  (time 
share bonds) and Singapore which used MUIS 
internal REITs to develop awqaf properties. The 
time has come for Malaysia to start applying 
such commercial modes in developing awqaf 
properties. The successful application of BOT in 
the development of Ahmad Dawjee’s waqf land 
can be used as motivation. It is hoped that one 
day Malaysia will be one of the leading countries in 
waqf development. 
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Edbiz Consulting held its fourth Global Islamic Finance Awards at The H Dubai on October 27, 2014. The ceremony was attended by a large number of Islamic bankers and finance experts from around the 
world. Chief guests included HE Dr Zambry Abdul Kadir, Chief Minister of the Malaysian State of Perak, and Mr Kairat Kelimbetov, Governor of National Bank of Kazakhstan, who represented the President of 
Kazakhstan. Mr Shahid Malik, Former British Minister for International Development and Chairman of GIFA Awards Committee, presented the awards to the winners. The Awards Ceremony was extended 

to the next day to present Global Islamic Finance Leadership Award 2014 (Individual Category) to HE Nursultan Nazarbayev, President of the Republic of Kazakhstan, and Global Islamic Finance Leadership 
Award 2014 (Country Category) to Malaysia, received by the Prime Minister HE Najib Razak. The presentation of the top award to HE Nursultan Nazarbayev was witnessed by His Highness Sheikh Mohammed 

Bin Rashid Al Maktoum, Ruler of Dubai and Prime Minister & Vice President of the UAE. 

GLOBAL ISLAMIC FINANCE AWARDS 2014
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EXCELLENCE IN ISLAMIC FINANCE

GLOBAL ISLAMIC 
FINANCE AWARDS 2014

Founded in 2011, Global Islamic Finance Awards 
(GIFA) have emerged as the most respectable 
market-led awards in IBF. No other awards in the 
Islamic financial services industry have so far 
attracted larger number of heads of government/
state. GIFA top award - Global Islamic Finance 
Leadership Award - is presented each year to a 
head of state / government, former or serving, or 
someone of equivalent stature, for their leading role 
in promoting IBF in their respective jurisdictions. 
The winners of this prestigious award are known as 
GIFA Laureates (see the Box on GIFA Laureates).  

To date, GIFA has issued 37 award categories (18 
in 2011, 23 in 2012, 24 in 2013, and 26 in 2014). 
Accompanying table presents all the categories and 
the award winners in the last four years. The awards 
are divided into four categories: [1] Top Awards; 
[2] Prestigious Awards; [3] General Awards; and [4] 
Occasional Awards. The winners have been drawn 
from a number of countries but for obvious reasons, 
Malaysia and UAE have dominated the winners 
(see Figure below). Malaysian institutions have to 
date received 35% of the awards, understandably 
because of the leadership role the government 
has played and the level of sophistication the IBF 
industry in the country has achieved as a result of a 
number of regulatory and advocacy initiatives. It is 
not surprising that two out of four GIFA Laureates 
hail from Malaysia - Tun Abdullah Badawi, first GIFA 
Laureate (2011) and Sultan Nazrin Shah, the second 
GIFA Laureate (2012).

The UAE-based institutions have performed well in 
GIFA league table because of the central position 
the country holds in the global Islamic financial 
services industry and the dynamism of Islamic 
financial institutions based in the country. 

Each year, GIFA top award - Global Islamic Finance 
Leadership Award - is presented to a head of 
government or state, former or serving, for their 
leading role in promoting Islamic banking and 

finance in their respective jurisdiction. This year, 
the top award was split into two categories — a 
Personality Award and a Country Award. The 
Personality Award was presented to His Excellency 
Nursultan Nazarbayev, President of Kazakhstan, for 
his outstanding support to IBF in his country and 
its effect on the development of IBF in the central 
Asian region. The Country Award was presented to 
Malaysia and was received by Dato’ Sri Najib Razak, 

Prime Minister of Malaysia, on behalf of his country 
that have played an instrumental role in promoting 
the global Islamic financial services industry. 

There were four nominations for the top GIFA 
this year, including Rt. Hon. David Cameron (the 
UK Prime Minister), His Excellency Recep Tayyip 
Erdogan (President of Turkey), His Excellency 
Najib Razak (Prime Minister of Malaysia), and His 

HE Nursultan Nazarbayev, 
recipient of Global Islamic 

Finance Leadership Award 2014

Dr. Adnan Chilwan, recipient of 
Islamic Banker of the Year 2014

Dr. Zambry Bin Abdul Kadir, 
recipient of Global Islamic 

Finance Special Award 2014

Amr Al Menhali, recipient of 
Upcoming Personality in Islamic 
Finance (Leadership Role) 2014

image_4365

Dr. Jamil El Jaroudi, recipient of 
Islamic Finance Personality of 

the Year 2014

Sulaiman Al Harthy, recipient of 
Upcoming Personality in Islamic 

Finance (Pioneer Role) 2014

Special GIFA Report
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Excellency Nursultan Nazarbayev (President of 
Kazakhstan). All of these leaders have played 
instrumental roles in the development of IBF in 
their respective countries. UK’s sovereign sukuk 
this year spurred the growth of sovereign sukuk, 
which was followed by the sovereign sukuk by 
Hong Kong, South Africa and Luxembourg. Turkey 
has emerged as a major player in IBF under the 
dynamic leadership of Mr Erdogan who served as 
Prime Minister of Turkey before getting elected 
President of his country earlier this year. The 
Malaysian Prime Minister has been in the centre 
of all the developments in Malaysia and in other 
parts of the world. It was a tough job for the GIFA 
Awards Committee to pick up a winner but at 
the end, after a lot of deliberations, His Excellency 
Nursultan Nazarbayev was chosen to be the fourth 
GIFA Laureate. Malaysia’s leadership role was 
acknowledged in the form of a Country Award that 
was received by the Malaysian Prime Minister.  

Three separate ceremonies were held in Dubai 
on October 27-28, 2014 to present awards to the 
winners. The main ceremony took place around a 
splendid gala dinner held at The H Dubai, which 
was attended by about 300 guests from around 
the world. The chief guests at the gala dinner 
were His Excellency Dr Zambry Abdul Kadir, 
Chief Minister of the Malaysian State of Perak, 
and Mr Kairat Kelimbetov, Governor of National 
Bank of Kazakhstan, the central bank. Mr Shahid 
Malik, former British Minister for International 
Development and Chairman of GIFA Awards 
Committee for 2014, also flew from London to 
present the awards to the winners.

Malaysia 
35%

UAE
27%

Saudi Arabia
8%

UK
8%

Others
8%

Kuwait5%

Om
an4%

Pakistan

5%

Award Categories 2011 2012 2013 2014

Top Award

Global Islamic Finance Leadership Award 
(Individual Category)

Tun Abdullah bin Haji 
Ahmad Badawi, Former 
Prime Minister of Malaysia

Sultan Nazrin Shah 
ibni Sultan Azlan 
Muhibbuddin Shah, 
Sultan of Perak

Mr Shaukat Aziz, Former 
Prime Minister of Pakistan

Mr Nursultan Nazarbayev, 
President of Kazakhstan

Global Islamic Finance Leadership Award 
(Country Category)

— — — Malaysia

Prestigious Awards

Islamic Finance Personality of the Year Award — Sohail Jaffer Deputy CEO 
of FWU Group

Hasan Al Jabri, CEO of 
SEDCO Capital

Dr Jamil Jaroudi, CEO of 
Bank Nizwa

Islamic Banker of the Year Award Badlisyah Abdul Ghani, 
CEO of CIMB Islamic

Yuslam Fauzi, CEO of Bank 
Syariah Mandiri

Datuk Sri Zukri Samat, 
CEO of Bank Islam

Dr Adnan Chilwan, CEO of 
Dubai Islamic Bank

Best Islamic Bank National Commercial Bank CIMB Islamic Dubai Islamic Bank Bank Rakyat

Islamic Finance Advocacy Award — — Linar Yakupov, CEO of 
Tatarstan Investment 
Deevelopment Agency, 
the Russian Federation

—

GIFA Special Award Mr Yasin Anwar, Governor 
of State Bank of Pakistan

— Mr Sanusi Lamido Sanusi, 
Governor of Central Bank 
of Nigeria

Dr Zambry Abdul Kadir, 
Chief Minister of Perak, 
Malaysia

List of all GIFA Award Winners

Special GIFA Report
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Award Categories 2011 2012 2013 2014

General Categories

Best Takaful Solutions Provider FWU Global Takaful 
Solutions

Etiqa Takaful FWU Global Takaful 
Solutions

FWU Global Takaful 
Solutions

Best Islamic Fund — CIMB Principal Islamic 
Asset Management 
(Ireland) plc

F & C Shari’a Sustainable 
Opportunities Fund

NBAD Islamic MENA 
Growth Fund

Best Islamic Fund Manager CIMB Principal Islamic 
Asset Management Sdn. 
Bhd.

SEDCO Capital AmInvest AmInvest

Best Islamic Banking Window — ADCB Islamic ADCB Islamic Bank Alfalah

Best Islamic Finance Qualification Certified Islamic Finance 
Executive (CIEF) by 
ETHICA

Certified Qualification in 
Islamic Finance (CQIF) by 
IBFIM

Bachelor of Islamic 
Finance and Banking by 
UUM

—

Best Islamic Finance Education Provider INCEIF Durham University CIMA ARI, UiTM

Best Islamic Finance Training Provider — — — IBFIM

Best Islamic Structured Products Platform Societe Generale CIMB Islamic Societe Generale —

Best Islamic Finance Technology Provider Path Solutions International Turnkey 
Systems (ITS)

International Turnkey 
Systems (ITS)

Path Solutions

Best Islamic Finance Technology Product ETHIX by ITS ETHIX by ITS — —

Best Islamic Finance Law Firm Agha & Shamsi/Agha & Co Zaid Ibrahim & Co (ZICO) ARSA Lawyers —

Best Islamic Finance Consultancy KPMG KPMG — Al Maali Consulting Group

Best Supporting Institution of the Year DDCAP DDCAP Finance Accreditattion 
Agency (FAA)

DMCC Tradeflow

Upcoming Personality in Islamic Finance Dr Asyraf Wajdi Dusuki Dr Wan Nursofiza Wan 
Azmi

Moinuddin Malim —

Upcoming Personality in Islamic Finance 
(Leadership Role)

— — — Amr Al Menhali

Upcoming Personality in Islamic Finance 
(Pioneering Role)

— — — Sulaiman Al Harthy

Best Sukuk Deal of the Year — AJIL Cayman Sukuk – Gulf 
International Bank

Axiata Group Berhad - 
CIMB Islamic

Al Bayan Sukuk, Hong 
Leong Islamic Bank

Islamic Social Responsibility Award — Islamic Relief Worldwide SEDCO Capital SEDCO Capital

Best Research and Development in Islamic 
Finance

— Asian Institute of Finance Meezan Bank IRTI

Most Innovative Product — Qibla Card – Al Hilal Bank Emirati Savings Millionaire 
Account - ADCB Islamic

—

Best Islamic Rating Agency — RAM Rating Services — MARC

Best Islamic Micro-finance Institution — — Amanah Ikhtiar Malaysia Amanah Ikhtiar Malaysia

Occasional Categories

Pioneer of Islamic Banking Bank Muscat (Oman) — — PT Bank Muamalat

The Most Improved Islamic Bank ADCB Islamic Banking — — —

Upcoming Shari’a Scholar Mufti Talha Azami — — —

Shari’a Authenticity Award — — — —

Best Islamic Savings Product — — National Bonds National Bonds

Upcoming Islamic Bank — — Bank Nizwa —

Best Islamic Finance Case — — — Bank Islam and Asian 
Institute of Finance

Best Shari’a Compliant Commodity Facilitation 
Platform

— — — DDCAP Group
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His Excellency Tun Abdullah Bin Haji Ahmad Badawi
Prime Minister of Malaysia (2003-2009)

GIFA LAUREATE 2011

Yang Amat Berbahagia Tun Abdullah Bin Haji Ahmad Badawi was honoured 
with the inaugural Global Leadership in Islamic Finance Award at a prestigious 
ceremony held on the occasion of Oman Islamic Economic Forum at Muscat on 
December 17, 2011. 

HE Tun Abdullah Badawi’s nomination for the prestigious award followed his 
relentless efforts to set up supporting institutions for the development of Islamic 
banking and finance not only in Malaysia but also in the rest of the world. During 
his six year tenure as Prime Minister of Malaysia, the country witnessed setting 
up of Islamic Financial Services Board (founded in 2002, and started operations 
in 2003) as a global player in Islamic banking and finance. He also founded 
International Centre for Education in Islamic Finance (INCEIF) in 2005, which has 
since then emerged as a premier seat of learning in Islamic banking and finance. 
In 2006, His Excellency’s government embarked upon another global initiative – 
Malaysia International Islamic Financial Centre – set up by Bank Negara Malaysia 
to develop Malaysia as an international hub for Islamic banking and finance. In 
2008, his government set up International Shari’a Research Academy for Islamic 
Finance (ISRA), which is now spearheading a number of path-breaking research 
projects on different aspects of Islamic banking and finance. 

Sultan Nazrin Shah was honoured with the second Global Islamic Finance 
Leadership Award at a prestigious ceremony held on November 19, 2012, at 
Royal Chulan Hotel Kuala Lumpur, Malaysia, on the occasion of Asian Finance 
Forum, for his dedicated services to internationalise Islamic banking and finance. 

HRH Dr Nazrin Shah, Sultan of State of Perak, Malaysia, was honoured with 
the Global Leadership in Islamic Finance Award for his ambassadorial role and 
engagement on the highest level to promote Islamic banking and finance in 
Malaysia and other countries of the Organisation of Islamic Cooperation (OIC). 
As Financial Ambassador of MIFC, he travelled extensively to promote initiatives 
related with Islamic banking and finance. He has played an instrumental role 
in promoting projects related with Islamic banking and finance in a number of 
fields. He continues to inspire millions of young practitioners of Islamic banking 
and finance, and has engaged himself in different educational, cultural, research 
and financial projects to support and promote Islamic banking and finance. 

His dedication, integrity and ambassadorial role in Islamic banking and finance 
put him ahead of any royal in the Muslim world, and he was honoured with 
Global Leadership in Islamic Finance Award in 2012.  

His Royal Highness Sultan Dr Nazrin Shah
Sultan of Perak (2014 - current)

GIFA LAUREATE 2012

The second GIFA Special Ceremony held on 
October 28, 2014, at Medinat Jumeirah before 
the opening session of the 10th World Islamic 
Economic Forum (WIEF) was attended by a number 
of dignitaries, including His Highness Sheikh 
Mohammed Bin Rashid Al Maktoum, Ruler of Dubai 
and Prime Minister & Vice President of the UAE, 
along with Sheikh Hamdan Bin Mohammed, Crown 
Prince of Dubai, and a number of members of the 
Dubai cabinet. They witnessed the presentation of 
Global Islamic Finance Leadership Award 2014 to 
HE Nursultan Nazarbayev, President of Kazakhstan. 
This Special Ceremony was also attended by the 
members of international media community, 
following which a huge media campaign was 
launched by the government of Kazakhstan to 
celebrate Mr Nazarbayev’s inauguration as the 
fourth GIFA Laureate. The mood was buoyant in 

the country on this prestigious award. “Kazakhstan 
has long been waiting for such recognition. We at 
the Islamic Finance Development Association have 
always pointed out the role President Nazarbayev 
plays in Islamic banking and finance,” said Yerlan 
Baidaulet, Chairman of the Islamic Finance 
Development Association.  

The third GIFA Special Ceremony was held on the 
same day at the end of the global media brief 
of Dato’ Sri Najib Razak after the launch of the 
10th WIEF. In the presence of a large number of 
distinguished guests, including Tun Musa Hitam 
(a former Deputy Prime Minister of Malaysia and 
Chairman of the WIEF Foundation), the Prime 
Minister of Malaysia was presented with the 
Global Islamic Finance Leadership Award 2014 
(Country Category). The moment was captured 
by an excellent photograph (see the picture) 

that was subsequently published by a number of 
newspapers in Malaysia.

This year, there were 26 categories of awards, with 
a Special GIFA Award presented to Dr Zambry 
Abdul Kadir, Chief Minister of Perak. Dr Zambry 
Abdul Kadir was chosen based on his contribution 
to the socio-economic model in assisting the 
poor and eradicating poverty in the state through 
Yayasan Bina Upaya Darul Ridzuan (YBU). YBU, the 
brainchild of the Chief Minister, was registered in 
2009 as the government’s arm in tackling poverty 
issues in the state. Besides reducing poverty, YBU 
aims to empower the target group, which includes 
the poor, the handicapped and single mothers. 
Through its programmes like micro-credit scheme, 
repairing and building new houses, food assistance 
and special housing scheme dubbed Rumah Ihsan 
Aman Jaya, where interest-free housing loans 

Special GIFA Report
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Mr Shaukat Aziz became the third GIFA Laureate on November 26, 2013, at a 
colourful GIFA ceremony held in Dubai, and attended by a large number of 
Islamic bankers and practitioners of Islamic finance from around the world. This 
was a special occasion for Mr Shaukat Aziz who received Global Leadership in 
Islamic Finance Award 2013 from the 2012 GIFA Laureate, HRH Sultan Nazrin 
Shah. 

Mr Aziz was honoured for his services as Finance Minister and later Prime 
Minister of Pakistan when his government changed its policy towards Islamic 
banking and finance and adopted a dual banking system allowing conventional 
and Islamic banks to operate side by side. Due to this successful policy, the share 
of Islamic banking in the total banking sector increased from almost zero to over 
6% when he left the office. This provided a solid foundation to the development 
of Islamic banking and finance in Pakistan. In 2014, Islamic banking’s share in the 
banking sector is well above 10%. 

Mr Aziz was honoured with the Global Leadership in Islamic Finance for putting 
Pakistan back on the track as a leader in the global Islamic financial services 
industry.

His Excellency Shaukat Aziz
Prime Minister of Pakistan (2004 - 2007)

GIFA LAUREATE 2013

Mr Nursultan Nazarbayev became the fourth GIFA Laureate on October 28, 
2014, when he received Global Islamic Finance Leadership Award at a special 
ceremony held at the 10th World Islamic Economic Forum at Dubai. The 
ceremony was witnessed by Sheikh Mohammed Bin Rashid Al Maktoum, Ruler 
of Dubai and Prime Minister and Vice President of UAE. 

Professor Humayon Dar, Founder of GIFA, presented the award to the President 
for his support to IBF in Kazakhstan and in the wider CIS region. It was primarily 
due to Mr Nazarbayev’s personal interest and the initiatives taken by his 
government that Abu Dhabi’s Al Hilal Bank started its operations in Kazakhstan, 
and became the first Islamic bank in the country. Since then, Kazakhstan has 
taken a number of measures to ensure that IBF stands on firm grounds in the 
country. Mr Nazarbayev’s vision and strategic thinking has been behind all these 
efforts, and it is expected that Kazakhstan will emerge as a centre of excellence 
for Islamic finance in the CIS region. The Regional Financial Centre of Almaty, 
established in 2006 by the President, has a major focus on developing Almaty as 
a centre of excellence for Islamic finance for the Central Asian region.  

His Excellency Nursultan Nazarbayev
President of Kazakhstan (1991 - current)

GIFA LAUREATE 2014

are provided for qualified applicants, YBU has 
succeeded in reducing poverty from 0.5 per cent to 
0.2 per cent since 2012.

Speaking on the occasion, Dr Zambry Abdul Kadir 
said, “This award recognises the model of social 
responsibility we have developed in Perak. Islamic 
banking and finance features significantly in our 
vision.”  

Other prominent winners were Dr Jamil El 
Jaroudi, CEO of Bank Nizwa, who was chosen as 
Islamic Finance Personality of the Year. Under Dr 
Jaroudi’s leadership, Bank Nizwa emerged as the 
first fully-fledged Islamic bank in the Sultanate of 
Oman. Before that, he was involved in a number 
of industry-building initiatives in a number of 
countries. “It is because of the individuals like Dr 
Jaroudi that Islamic financial services industry is 
enjoying the kind of status it has attained in the 
last 40 years,” remarked Professor Dar. Under Dr 
El Jaroudi’s guidance, Bank Nizwa is a pioneer in 
the Islamic banking sector offering customers a 
suite of Shari’a-based products and services that 
compete with conventional banking. Dr. El Jaroudi 
went on to thank the Bank’s customers for their 
trust and support, promising to continue delivering 
competitive propositions that meet community 

needs. In addition to his responsibilities at Bank 
Nizwa , Dr. El Jaroudi is a member of the Governing 
Council of the International Centre for Education 
in Islamic Finance (INCEIF), the leading university 
in the world dedicated to offering academic 
and professional qualifications in Islamic finance. 
He is also a Board Member of the Beirut Islamic 
University and a member of the Board of Trustees 
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of the Lebanese American University Institute of 
Family Businesses. Recognised for his key role in 
raising awareness on Islamic Banking regionally and 
internationally, Dr. El Jaroudi was recently invited 
to join the Global Islamic Financial Investment 
Group (GIFIG) and contribute to making the London 
market to become one of the world’s leading 
Islamic finance centres.

Speaking on the occasion, Dr El Jaroudi said, “It 
is a great honour to be recognised by one of the 
most prestigious awards in Islamic banking. This 
award reflects the dedication and commitment of 
each and every individual in our team and their 
unparalleled efforts to make Bank Nizwa , one of the 
most trusted and innovative banks in the Sultanate 
of Oman,” said Dr. El Jaroudi.

Dr Adnan Chilwan, CEO of Dubai Islamic Bank, was 
presented with the Islamic Banker of they Year 
award for his leadership role in reviving his bank 
in a short span of two years as CEO. On receiving 
the award, Dr Adnan Chilwan said, “I am an Islamic 
banker at heart and having been chosen for this 
award knowing that there were many qualified 
applicants is a truly humbling and gratifying 
experience. While this award is recognition for my 
personal and professional contribution to the field 
of Islamic banking and finance, this is not the end-
game for me.” 

Best Islamic Bank 2014 award was given to Bank 
Rakyat of Malaysia, which is the largest co-operative 
Islamic bank in the country. Under the able 
leadership of Datuk Mustafha Abd Razak, Managing 
Director, the bank has emerged as a major player 
in the Islamic banking industry in Malaysia. 
“Recognition of Bank Rakyat as Best Islamic Bank 
of the year is in line with our three-pronged 
objective of commitment to IBF, social responsibility 
and Shari’a authenticity,” commented Professor 
Humayon Dar after the awards ceremony. Co-
operative banking has by and large been ignored 
in Islamic banking, and it is hoped that this year’s 
GIFA will highlight the potential role of this form 
of banking in the context of IBF. Datuk Mustafha 
Abd Razak commented after receiving the award, “I 
want to express my utmost appreciation and thanks 
to Global Islamic Finance Awards (GIFA) Committee 
for recognising Bank Rakyat as the Best Islamic Bank 
2014. We are truly honoured to receive it on behalf 

of the Malaysian Islamic financial services fraternity 
and the country”.   

Mr Kairat Kelimbetov, Governor of National Bank 
of Kazakhstan, while representing the President 
of Kazakhstan at the gala dinner, re-affirmed his 
country’s resolve to make Kazakhstan as a regional 
centre of excellence for Islamic finance. 

The welcome address was given by Professor 
Humayon Dar, Founding Chairman of GIFA. 
Addressing over 300 people seated in the grandeur 
of Al Masa Ballroom at The H Dubai, Professor 
Dar termed the occasion an acknowledgement, 
appreciation and celebration of the success of the 
global Islamic financial services industry. He shared 
Edbiz Consulting’s estimate for the size of the global 
Islamic financial services industry. “The historic 
mark of two trillion US dollars was indeed not 
possible without contributions from a number of 
governments, institutions and individuals involved 
in Islamic banking and finance; these contributions 
deserve formal recognition that must be respected 
and held in high esteem,” the applauding audience 
heard him saying. He continued:

“Four years back when we founded Global Islamic 
Finance Awards and presented our first batch of 
awards to the industry leaders, we knew that we 
were actually starting not only a tradition but a 
global movement. Our three-pronged objective 
of promoting commitment to Islamic banking 
and finance, social responsibility and Shari’a 
authenticity has resulted in identifying a group of 
institutions and individuals who are indeed more 
committed to Islamic banking and finance, are 
more socially responsible and are more sensitive 
to the requirements of Shari’a authenticity in their 
products and institutions than those who have yet 
to win a Global Islamic Finance Award.”

GIFA Methodology is the most scientific, data-
oriented and objective methodology to quantify 
contribution of a government, business and 
individual to Islamic banking and finance (see the 
Box delineating GIFA Methodology). In just four 
years, GIFA have emerged as the most authentic 
awards in the Islamic financial services industry.

Inspired by the success of the GIFA 2014, Professor 
Humayon Dar, announced GIFA Million Dollar 
Campaign, which aims at promoting Islamic 

financial education. “We shall endeavour to raise 
US$1 million by the next GIFA Ceremony to be 
held in 2015, and would request our GIFA Laureate 
2015 to launch a GIFA Islamic Finance Scholarship 
Programme, which will offer scholarships to the 
most talented students studying Islamic banking 
and finance at top universities in the world,” said 
Professor Dar in a buoyant mood.

Awards in General Category 

Notable award winners in general category 
included Bank Alfalah Pakistan, FWU Global Takaful 
Solutions, and Al Maali Consulting Group. Bank 
Alfalah received the prestigious award of Best 
Islamic Window, as it has the largest Islamic banking 
operations within a conventional banking group 
in Pakistan. Rizwan Ata, Head of Islamic Banking 
at Bank Alfalah picked up the award on behalf 
of his bank. GIFA Awards Committee decided in 
favour of Bank Alfalah to highlight an otherwise 
underestimated role of Pakistani Islamic banking 
in the global Islamic financial services industry. 
“While Meezan Bank is the largest Islamic bank in 
the country and is recognised in the international 
markets for its pioneering role in the country, it is 

Special GIFA Report
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the banks like Alfalah which give the required depth 
to Islamic banking in Pakistan,” said Rizwan Malik, 
Head of Business Development at Edbiz Consulting.  

FWU Global Takaful Solutions won the Best Takaful 
Company 2014 award for the second consecutive 
year. FWU was preferred over other retail takaful 
operators because most of them re focused on 
a national market, unless the winner that have 
operations in multiple jurisdictions and have 
played a pivotal role in the development of takaful 
industry in a number of countries. Also, Mr Sohail 
Jaffer, Deputy CEO of the company, is a well-known 
figure in IBF, who has written extensively on takaful 
and other related topics in IBF. FWU Group has 
shown its commitment to IBF and its promotion 
by supporting a number of industry-building 
initiatives.  

Al Maali Consulting Group received the Best 
Islamic Finance Consultancy Award 2014. Al Maali 
Consulting Group is a small boutique Shari’a 
advisory company based in Dubai, which has 
advised a number of institutions in structuring 
Shari’a compliant products and transactions. 
Unlike mainstream consultancy companies with 

teams specialising in IBF, Al Maali is a stand-alone 
full-fledged Islamic advisory company, and this was 
due to this that the GIFA Awards Committee took a 
decision in favour of it.   

GIFA continues to highlight emerging talent in 
the Islamic financial services industry. This year’s 
Most Upcoming Personality Award was split into 
Pioneering Role and Leadership Role, and the 
winners were Sulaiman Al Harthy, General Manager 
and Head of Islamic Banking Division - Meethaq - at 
Bank Muscat, and Amr Al Minhali, Head of Islamic 
Banking at Abu Dhabi Commercial Bank (ADCB), 
respectively. Sulaiman Al Harthi has been a member 
of the team that pioneered Islamic banking in 
Oman. Amr Al Minhali, on the other hand, has 
played an exemplary leadership role in developing 
ADCB’s Islamic franchise - ADCB Islamic. Both 
these individuals were awarded Most Upcoming 
Personality in Islamic Banking and Finance. GIFA 
Awards Committee took a view that these two 
individuals would assume even higher leadership 
roles in their future engagements in IBF. 

Path Solutions, the largest Islamic core banking 
systems provider, was named the Best Islamic 
Finance Technology Provider 2014. The selection 
was made after extensive debate and discussion 
among the Awards Committee, as this category is 
the most fiercely fought for by the players in Islamic 
financial technology sector. According to Professor 
Humayon Dar, “Path Solutions deserves this honour. 
They have been working tirelessly to deliver cutting-
edge software solutions to support their clients’ 
unique business objectives”. 

Path Solutions continues to play a vital role in 

the development of the Islamic finance industry 
worldwide, and winning the GIFA award reiterates 
their constant endeavour in bringing about 
technology innovations to suit their clients’ ever 
changing needs and requirements. 

The award was presented to Abd El Aziz Lotayef, 
EVP - Pre-sales & Business Consulting, Path 
Solutions. 

Each year, GIFA picks up one institution to 
acknowledge its importance in serving the Islamic 
financial services industry in a supporting role. 
This year’s winner was DMCC Tradeflow. The award 
was received by Ahmed Bin Sulayem, Executive 
Chairman of DMCC, who commented, “DMCC 
has a deep heritage in Islamic finance and a 
longstanding track record in supporting the Islamic 
economy.” The award was decided in favour of 
DMCC Tradeflow because it offers players in the 
UAE Islamic financial market a home-grown trading 
platform with the locally available commodities as 
an alternative to existing Commodity Murabaha 
solutions in other parts of the world. A number of 
Shari’a scholars in the Middle East have shown their 



44 November 2014

preference for local commodities for Commodity 
Murabaha transactions, and DMCC Tradeflow does 
exactly the same. “Receiving the Global Islamic 
Finance Award for Best Supporting Institution 2014 
is further testament to our commitment to the 
industry and our consistent drive to further support 
His Highness Sheikh Mohammed Bin Rashid Al 
Maktoum, Vice President, Prime Minister of the 
UAE and Ruler of Dubai’s vision to transform Dubai 
into the capital of Islamic economy globally,” said 
Ahmed Bin Sulayem.  

Best Islamic Fund 2014 award was won by NBAD 
Islamic MENA Growth Fund. The fund was chosen 
for the award for its investment strategy that 
favours local and the Middle Eastern stock markets. 

Many advocates of IBF prefer to invest Islamic 
capital locally or in other Islamic economies. This 
is exactly what NBAD Islamic MENA Growth Fund 
attempts to achieve by investing in identified 
opportunities in the MENA region. 

Malaysia-based AmInvest won the Best Islamic Fund 
Manager Award second time in a row, following 
their success in GIFA last year. 

Malaysian Rating Corporation Berhad (MARC) was 
named the Best Islamic Rating Agency 2014, and 
its Chief Executive Officer, Mohd Razlan Mohamed, 
received the award. Datuk Azizan Abd Rahman, 
Chairman of Board of Directors of MARC, was also 
present on the occasion. The award was decided 
in favour of MARC because of its active role in 
the development and growth of Islamic finance 
and promoting governance at Shari’a-compliant 
institutions.

“It is a tremendous honour for MARC to receive this 
prestigious award in the category of Best Islamic 
Rating Agency from GIFA. We are privileged to have 
participated in the development of the global sukuk 

market and its stellar growth over the years through 
our role as a trusted arbiter of risk,” said Razlan 
Mohamed. “This award will further spur the team 
at MARC to push the boundaries of excellence in 
ratings of Islamic instruments and Islamic finance 
research,” he added.  

Since commencing operations in June 1996, 
MARC has provided ratings on a wide range of 
Shari’a-compliant issuances by both domestic and 
foreign companies in the Ringgit-denominated 
sukuk market. MARC’s rating coverage extends to 
corporate and structured finance sukuk, project 
finance sukuk and Shari’a-compliant banking and 
insurance institutions. MARC has completed 715 
ratings, accounting for about USD140.6 billion 
(RM450 billion) in issuance value as at 31 August 
2014.  

Among MARC’s key initiatives to support the 
growth and development of Islamic finance are 
introducing the first set of Shari’a-based rating 
scales and rating the world’s first global sukuk, 
Kumpulan Guthrie Bhd’s USD150 million sukuk ijara 
in 2002. The world’s first sukuk using the musharaka 
structure valued at USD694 million (RM2.5 billion) 
by musharaka One Capital Bhd in 2005 was also 
rated by MARC . Since then, MARC has provided 

insights on sukuk rating through our publication 
entitled Rating Approach to Sukuk: A MARC 
Perspective, which has become a key reference for 
sukuk investors and issuers.  

Additionally, MARC ‘s rating offering introduced in 
2010 called “Islamic Financial Institution Governance 
Ratings,” provides a structured assessment of the 
quality of institutional governance, acknowledging 
the significant role played by governance in an 
Islamic financial institution. In support of Islamic 
Development Bank’s (IDB) initiative to create a 
sustainable and dedicated Islamic credit rating 
institution, MARC has remained, since 2011, a 
committed technical partner to IDB-initiated 
Bahrain-based Islamic International Rating Agency. 

Special GIFA Report
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Over the years, MARC has rated many innovative 
Sukuk instruments and structures. Among the 
notable Sukuk that are rated by MARC include: 

• Projek Lebuhraya Usahasama Berhad’s 
(PLUS) USD7.3 billion (RM23.35 billion) Sukuk 
Musharaka Programme, issued in 2012 and 
remains to date the largest rated sukuk 
issuance by a single entity in the world. 

• Jimah East Power Sdn Bhd’s USD2.6 billion 
(RM8.4 billion) Sukuk Murabaha Programme, 
the largest rated Sukuk to be issued by a single 
entity in Malaysia for the year 2014. 

• Aman Sukuk Berhad’s USD3.1 billion 
(RM10.0 billion) Islamic Medium Term Notes 
Programme 

• Malakoff Power Berhad’s USD1.7 billion (RM5.4 
billion) Sukuk Murabaha Programme 

• CIMB Islamic Bank Berhad’s USD1.6 billion 
(RM5.0 billion) Basel III-compliant Tier 2 Junior 
Sukuk Programme 

• Sime Darby Berhad’s USD1.4 billion (RM4.5 
billion) Islamic Medium Term Notes 
Programme 

• TNB Western Energy Berhad’s USD1.3 billion 
(RM4.0 billion) Sukuk     

Social responsibility is central to the GIFA 
methodology. Islamic Social Responsibility Award 
is given to an organisation or individual for their 
explicit commitment to social responsibility and 
good causes. In 2013 this award was presented 
to Saudi Arabia based SEDCO Capital for its ESG 
(environmental, social and governance) approach 
to Islamic investing. GIFA 2014 once again decided 
to honour SEDCO Capital for it being the only 
Islamic asset manager signed up for the United 
Nations Principles for Responsible Investment 
(UNPRI) in the world. At this occasion CEO of SEDCO 
Capital Mr Hasan AlJabri stated that, “It is great to 
see entities like Edbiz Consulting making efforts to 

enhance the Islamic Finance industry through the 
quality and well thought through research, papers, 
publications and reports. It is these initiatives that 
build and create long term benefits to the Shari’a 
compliant finance sector. We are honoured to have 
been recognised for the work our team has done in 
responsible and ethical investment at this Global 
Islamic Finance Awards 2014 by winning the Islamic 
Social Responsibility Award for the second year in 
a row; a proof that we will always continue to play 
our part in supporting the industry and sharing the 
knowledge.”  

Islamic financial education and quality training in 
IBF are crucial to support growth in the sector. Two 
Malaysian organisations that have played pivotal 
roles in this respect are IBFIM, and Accounting 
Research Institute (ARI) at Universiti Teknologi MARA 
(UiTM). IBFIM was recognised as the Best Islamic 
Finance Training Provider, while ARI was recognised 
as the Best Islamic Finance Education Provider for 
the year 2014. The awards were received by Dato’ 
Adnan Alias (CEO of IBFIM) and Tan Sri Sahol Hamid 
(Vice Chancellor of UiTM). IBFIM previously received 
Best Islamic Finance Qualification Award in 2012 for 
its Certified Qualification in Islamic Finance (CQIF). 

Best Research & Development in Islamic Finance 
award for the year was presented to Islamic 
Research & Training Institute (IRTI), a member of the 
Islamic Development Bank Group. The award was 
received by Dato’ Azmi Omar, Director General of 
IRTI. A number of senior officials of his team were 
also present on the occasion.   

The Best Sukuk Deal of the Year award was 
conferred upon Hong Leong Islamic Bank for its role 
of an arranger in Al Bayan Sukuk. 

www.islamicfinancereview.co
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Awards in Occasional Category 

Through several award categories, GIFA has 
honoured the best of the best — institutions and 
individuals for their contribution to the growth 
of the Islamic banking and finance industry in 
the education sphere. This year, the GIFA Awards 
Committee decided to introduce a new category – 
Best Islamic Finance Case Award for the best Shari’a-
based organisational case studies narrated. The 
decision was based on the growing number of case 
studies in Islamic finance developed in recent years 
as well as the need to promote cross-company 
knowledge sharing by showcasing successful 
organisational case studies and their key learning to 
the wider business community. 

The Best Islamic Finance Case 2014 Award was 
conferred to Bank Islam Malaysia Berhad and the 
Asian Institute of Finance (AIF) for their case study 
titled “Dare to Lead: Transformation of Bank Islam 
Malaysia”. The case highlights the leadership role 
that Datuk Zukri Samat, Managing Director of Bank 
Islam Malaysia, played in bringing Bank Islam out 
of a deep crisis to one of the best managed and 
profitable Islamic banks in the region. Datuk Zukri 
Samat was also recipient of the GIFA Islamic Banker 
of the Year award last year.  

The award also acknowledges the pivotal role that 
research plays in advancing knowledge in Islamic 
finance. Dr Wan Nursofiza Wan Azmi (Director of 
Strategy, Policy Development & Research at AIF), 
who jointly received the award along with Datuk 
Zukri Samat, has emerged as one of the best case 
writers in Islamic banking and finance. In 2012, AIF 
received Best Research & Development in Islamic 
Finance Award when Dr Wan Azmi was also named 
Most Upcoming Personality in Islamic Finance in 
the year 2012.

The time has proven the integrity and the highest 
standard of judgment that GIFA Awards Committee 
posses. It is the people like Dato’ Dr Asyraf Wajdi 
Dusuki (recipient of the Most Upcoming Personality 
Award 2011; and now one of the youngest members 
of Senate in Malaysia) and Dr Wan Nursofiza Wan 
Azmi who have proven the authenticity of GIFA. 
Our chosen upcoming personalities have advanced 
in their respective careers to become established 
leaders in their areas of specialisation.  

There is no doubt that DDCAP Group and its 
Managing Director Stella Cox have helped the 
Islamic financial services industry by developing 
a Shari’a compliant commodity facilitation 
programme that allows Islamic financial institutions 
around the world to execute Commodity Murabaha 
transactions on London Metal Exchange. Therefore, 
DDCAP Group was chosen as the Best Shari’a 
Compliant Commodity Facilitation Programme 
2014. Although now there a number of commodity 
facilitations platforms in different countries where 
IBF is significant but it remains the fact that DDCAP 
Group is still the pioneering institution that is 
benefitting the industry on a global level.  

This year’s occasional award for a pioneering 
institution in IBF was given to Bank Muamalat 
of Indonesia, which became the first Islamic 
bank in the country and paved way for further 
development of Islamic banking sector therein. It 
is institutions like Dubai Islamic Bank, Bank Islamic 
Malaysia Berhad and Meezan Bank Pakistan, which 
have played instrumental and pioneering roles 
in developing vibrant Islamic banking sectors in 
their respective countries. However, the award was 
adjudged this year in favour of Bank Muamalat 
to highlight its leading and pioneering role in 
introducing Islamic banking in an Islamic country 
with the largest Muslim population in the world.  

There are very few stand alone sustainable savings 
programmes in IBF. National Bonds of Dubai 
presents a case of innovation that allows Shari’a 
sensitive investors to save through an instrument 
that offers economic profile of a premium bond 
with additional benefits in the form of annual 
dividends — a feature that makes National Bonds a 
better alternative to premium bonds.  

Mohammed Qasim Al Ali, CEO of National Bonds 
Corporation, said: “We are delighted to win this 

prestigious award that articulates our aim of 
fostering financial stability for the UAE as a whole 
and the wider region by encouraging individuals 
and families to take the crucial step towards 
developing a regular savings habit. We are glad that 
our efforts are receiving industry accolades. Such 
recognitions incentivise us to continue delivering 
innovative solutions for raising the financial literacy 
of the communities we engage with.” 

The award particularly highlights National Bonds as 
the first scheme of its kind in the Muslim world to 
offer a mudaraba sukuk on a retail basis and at an 
affordable price starting from Dhs100 to citizens, 
residents as well as non-residents in the UAE.  

The award additionally recognises National Bonds’ 
rewards programme — the largest and richest of its 
kind in the region. The savings programmes offered 
secure competitive annual returns in addition to 
daily and weekly prizes distributed of more than 
Dhs49 million. 

In the award citation, National Bonds was also 
commended for its commitment to educate and 
promote a culture of savings among all segments of 
the society in the UAE and beyond through offering 
a range of products including the monthly savings 
programme via the Direct Debit platform with 
banks or the popular monthly salary deduction 
programme for employees from the private and 
public sectors. 

Mohammed Qasim Al Ali added: “The innovative 
initiatives offered through our strategic partnerships 
with financial institutions and local takaful 
companies enable us to offer a richer savings 
experience and support the efforts to ensure a 
sustainable financial future for our bondholders. 
This award is another significant validation of our 
role in supporting Dubai to becoming the global 
capital of Islamic economy.” 

Next year’s GIFA Ceremony is expected 
to take place in Kazakhstan. The 
nominations will start in March 2015 
and will be announced through a global 
press release.

Special GIFA Report



Higher Institutions’ Centre of Excellence (HICOE)

Global Accounting Research Encourages 
Innovation and Good Governance in Islamic 
Finance
The Accounting Research Institute (ARI) of Universiti Teknologi MARA, won the GIFA 

Award 2014 under the category "Best Islamic Finance Education Provider".  This is a 

global recognition of ARI’s initiative in leading research in the niche area of Islamic 

Finance and Financial Criminology.  Speci�cally, the award is directly linked to ARI's 

three research projects namely Islamic Micro�nance, Islamic Corporate Social 

Responsibility (iCSR) and Integrity & Syariah Audit.

ARI which was �rst formed in 2002 as a special interest group has further evolved to a 

research centre in 2005 and later recognised in 2009 by the Ministry of Education of 

Malaysia as a National Higher Institution’s Centre of Excellence (HICoE). As a HiCOE, 

ARI aspires to become a leading international research center focusing on its niche 

research in Islamic Financial Criminology (IFC). Whilst Islamic Finance research focuses 

on developing new products in Islamic Finance; research in �nancial criminology 

explores on techniques to mitigate �nancial fraud. IFC centres on the belief that the 

healthy growth of the Islamic Finance sector is ensured when new Islamic Finance 

products continued to be developed and the sector is protected against the 

possibility of �nancial leakages.

Website: ari.uitm.edu.my  |  Blog: accounting-research-institute.blogspot.com/

AWARD WINNER



What’s Wrong With the 
Current Financial System?
In this first of the two-article series Patrick O’Neill critically evaluates the current financial system, arguing that the paper-based 

money is a primary reason for the financial crises that have affected different countries of the world in the past. 

Patrick Mahdi O’Neill
Independent Financial Adviser

Patrick Mahdi O’Neill from Ireland is an 
Independent Financial Adviser specialising 
in Shari’a Wealth Management at Holborn 
Assets based in Dubai.  In 2009, he played 
a pivotal role in establishing Simply Shari’a 
Ltd as a leader in the UK of Islamic financial 
planning solutions and investment 
portfolios.  In addition to Business Studies 
& Japanese degree he holds the Chartered 
Insurance Institute  (CII) Advanced Financial 
Planning Qualification and the Chartered 
Institute for Securities and Investment (CISI) 
Islamic Finance Qualification.  Recently, he 
has started the Islamic Financial Education 
initiative; The aim is to educate and inform 
on the principles, benefits and ethics 
of financial planning from an Islamic 
perspective. 

48 November 2014 What’s wrong with the current Financial System
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To fully appreciate the wisdom, beauty and justice 
of an Islamic based financial system we must first 
hold up a mirror to the current financial system 
which currently dominates across every corner 
of the globe and sphere of human financial 
interaction.  In the West (at least for the last few 
centuries), religion (and its moral authority and 
guidance) has been completely divorced from 
financial and economic theory and practice.  
Therefore as soon as we start talking about 
Islamic finance or Shari’a compliant products we 
are inevitably taking the moral high ground.  To 
Muslims we can easily advocate an Islamic financial 
system and products on purely religious grounds.  
However, such arguments will not be listened to 
by non-Muslims.  Indeed they may well ask “What’s 
wrong with our current financial system”? Or they 
might say “Surely if our current financial system was 
so bad, our democracies would have fixed it by 
now”.  Also, for many Muslims their understanding 
of the rationale behind the religious injunctions 
will reinforce the practice of their financial lives in 
observance of the Shari’a.  Muslims believe that an 
Islamic financial system will benefit all of humanity.  
Therefore, we should do our best to offer the best 
of arguments for an alternative to the current 
financial system which is in harmony with the 
Divine guidance.    

It is interesting and practical to have this discussion 
in light of the recent financial crisis, i.e., the ‘Credit 
Crunch’.  We live in a world dominated by financial 
weapons of mass destruction, one or maybe a few 
steps away from financial chaos and economic 
ruin.  The world now is very interconnected and 
interdependent – a financial catastrophe in one 
corner of the globe can quickly ripple across 
the rest of the globe destroying all wealth and 
livelihoods caught in its path.  There have been 
many programmes, articles and books on the 
recent financial crisis attempting to explain how 
this financial disaster happened, the lessons learned 
and how to avoid such a terrible fate again.  The 
fingers are usually pointed at the US sub-prime 
mortgages market coupled with the failings of 
regulators.  However, neither can be blamed – 
they are merrily symptoms of much deeper and 
structural flaws in the very fabric of our global 
financial system.  It does not matter how much or 
how well the regulators oversee such a system – 
the DNA of our financial system is hardwired for 
instability and failure.

What are these financial weapons of mass 
destruction?  The common bogeyman accused are 
financial derivatives. It is estimated that size of the 
global derivatives market stands at $1,200 trillion 
dollars - 20 times larger than the global economy!  
Without doubt these are definitely a problem, but 
we need to dig deeper to get to the roots of the 
global financial system.  In actual fact, you do not 

need to look too far – just look inside your wallet or 
your purse!  The very money we use, the lifeblood 
of business, economic and financial transactions 
across the entire world is inherently unstable and 
fraudulent.  Our money today has no intrinsic value, 
i.e., it is not backed by gold or silver or anything 
else of any value.  This means money especially 
electronic money can be easily and artificially 
created.  All of our wealth is measured using a 
monetary value.  Money forms the medium of 
exchange for every transaction.  Therefore whoever 
controls the process of creating money holds huge 
power over the wealth of nations and how that 
wealth is distributed.  One might expect such huge 
power to lie in the hands of government.  This is not 
the case  -  what the government prints and mints 
only forms a very small percentage of the money 
supply, typically 3%.  The overwhelming amount 
of money supply is electronically created by banks 
by issuing of debts charged at interest.  Under 
fractional reserve banking (FRB), banks only have to 
hold in reserve a small percentage of the deposits 
they receive. This allows the banking system to 
make loans at a very high multiple of their deposits, 
i.e., they are effectively allowed to lend money 
which they do not in reality actually possess!  

A system which allows an elite few to wield huge 
power and amass great fortunes on the back of 
lending money created out of thin air at interest 
sounds incredibly unfair and unjust.  In our modern, 
civilised and democratic society with its human 
rights values – can this be really true? See Box 1 for 
some interesting quotes on the subject.

The banking establishment not only has huge 
economic power to enrich itself, it also has huge 
political power and control, effectively having 
a stranglehold over nations and their resources.  
Amidst the recent crisis, governments across the 
world were forced to bailout their banks, which 
meant taking on colossal debts in the name of its 
citizens.  For example, the United States public debt 
increased from $6.369 trillion by the end of 2008 to 
$11.917 trillion by the end of July 2013.  These debts 
and their interest will have to be paid by current 
and future generations of tax payers.  The poorer 
in society will also suffer from both cuts in welfare 
benefits and increases in the basic costs of living.  
The latter is due to the ongoing corrosive effect of 
inflation as a result of the expansion of credit.

Unfortunately, the recent financial crisis was not 
a one off event, to be blamed on unforeseen and 
extraordinary events.  See Box 2 for some of the 
crises faced by economies around the world. 

William Paterson, founder of the Bank of 
England in 1694, then a privately owned 
bank

“The bank hath benefit of interest on all 
moneys which it creates out of nothing.” 

Mayer Amschel Rothschild (1744-1812), 
founder of the House of Rothschild.

“Let me issue and control a nation’s money and 
I care not who writes the laws.” 

The Rothschild brothers of London writing to 
associates in New York, 1863.

“The few who understand the system will 
either be so interested in its profits or be so 
dependent upon its favours that there will be 
no opposition from that class, while on the 
other hand, the great body of people, mentally 
incapable of comprehending the tremendous 
advantage that capital derives from the system, 
will bear its burdens without complaint, and 
perhaps without even suspecting that the 
system is inimical to their interests.” 

18th Century
• Bursting of South Sea Bubble (1720) (UK)

• Bursting of Mississippi Bubble (1720) 
(France)

• Crisis of 1763 - started in Amsterdam, 
begun by the collapse of Leendert Pieter 
de Neufville, spread to Germany and 
Scandinavia

• Credit Crisis of 1772 - started in London 
and Amsterdam, begun by the collapse 
of the bankers Neal, James, Fordyce and 
Down. Twenty important banking houses 
went bankrupt or stopped payment by the 
end of June.

• Panic of 1785 - United States

• Panic of 1792 - United States financial credit 
crisis

Sir Josiah Stamp, Director of the Bank of 
England (appointed 1928).  Reputed to be 
the 2nd wealthiest man in England at that 
time.

“Banking was conceived in iniquity and was 
born in sin. The bankers own the earth. Take 
it away from them, but leave them the power 
to create money, and with the flick of the pen 
they will create enough deposits to buy it back 
again. However, take it away from them, and 
all the great fortunes like mine will disappear 
and they ought to disappear, for this would be 
a happier and better world to live in. But, if you 
wish to remain the slaves of bankers and pay 
the cost of your own slavery, let them continue 
to create money.”  
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Our fiat currencies which are inextricably linked 
to FRB and the easy manufacture of interest, have 
not enjoyed a glorious past either.  Since the 15th 
century there have been over 600 currencies no 
longer in circulation!  Many destroyed by over 

issuance leading to hyperinflation.  Even the mighty 
US dollar - the world’s “reserve” currency - has lost 
about 98% of its purchasing power since 1900.  The 
current financial system is structurally unsound and 
inherently unstable.  As surely as night follows day 
more financial crises, bank failures and currency 

failures will follow in the future.

Next let’s take a look at some of the problems 
caused or made worse by the current financial 
system.  The first and overriding consequence is 
inflation – over most time periods there has been a 
continuous increase in prices as a result of the loss 
in value and purchasing power of fiat currency.  This 
has an especially detrimental effect on the poor in 
society – their cost of living is steadily increasing 
whilst they possess little or no assets which benefit 
from inflation.  For the wealthy, i.e., those who have 
assets, inflation is not a problem – their properties, 
their businesses, their stocks and shares, their land 
etc. will benefit from rising prices.  So inflation 
effectively acts as a transfer of wealth from those 
without assets to those with assets.  The property 
market is an example where this problem is acutely 
felt.  In many parts of the world it is a huge struggle 
for young people to buy their own home – they are 
forced instead to rent for long periods.

Secondly, small business often struggle to get 
finance to grow and develop.  Banks favour the 
wealthy, both individuals and large companies.  
This is because they have collateral.  Bank lending 
is already a highly leveraged and high risk business.  
They are not necessarily interested in profitable or 
productive ventures – they need to guarantee their 
returns.  Hence their primary concern is the debtor’s 
ability to repay the principal borrowed and interest.  
Therefore the well off and big companies which 
can offer collateral find it much easier to borrow to 
acquire ever more assets.

As already mentioned, there has been a massive 
increase in sovereign debt to bailout the banks - 
effectively a transfer of income from current and 
future taxpayers to banks!  In the case of the US 
alone that has been estimated by Bloomberg at an 
astounding $9.7 trillion!

Related to the last and other points, the financial 
system represents an attack on democracy and 
freedom.  Obviously tax payers and citizens were 
not invited to vote on approving bank bailout 
packages in their respective countries.  Big finance 
and big business have always sought to control 
political power.  This has been recognised and 
acknowledged by figures of power and authority 
in the past.  For example, Pope Pius XI wrote in his 
Encyclical Letter Quadragesimo Anno, in 1931:

“[T]hose who, because they hold and control money, 
are able also to govern credit and determine its 
allotment, for that reason supplying, so to speak, 
the lifeblood to the entire economic body, and 
grasping, as it were, in their hands the very soul of 
production, so that no one dare breathe against 
their will.”

Similarly, US President Theodore Roosevelt said 
on April 19, 1906:

• Panic of 1796-1797 - Britain and United 
States

19th Century
• Danish state bankruptcy of 1813

• Post-Napoleonic depression (post 1815)

• Panic of 1819, a U.S. recession with bank 
failures; culmination of U.S.’s first boom-to-
bust economic cycle

• Panic of 1825, a pervasive British recession 
in which many banks failed, nearly 
including the Bank of England

• Panic of 1837, a U.S. recession with bank 
failures, followed by a 5-year depression

• Panic of 1847, started as a collapse of British 
financial markets associated with the end 
of the 1840s railway industry boom

• Panic of 1857, a U.S. recession with bank 
failures

• Panic of 1866, was an international financial 
downturn that accompanied the failure of 
Overend, Gurney and Company in London

• Long Depression (1873–1896) 

• Panic of 1873, a US recession with bank 
failures, followed by a four-year depression 

• Panic of 1884, the investment firm Grant & 
Ward, Marine Bank of New York, and Penn 
Bank of Pittsburgh along with more than 
10,000 small firms failed 

• Panic of 1890 , near insolvency of Barings 
Bank in London

• Panic of 1893, a US recession with bank 
failures 

• Australian banking crisis of 1893

• Panic of 1896 an acute economic 
depression in the United States 
precipitated by a drop in silver reserves

20th Century
• Panic of 1901, a U.S. economic recession 

that started a fight for financial control of 
the Northern Pacific Railway

• Panic of 1907, a U.S. economic recession 
with bank failures

• Wall Street Crash of 1929 and Great 
Depression (1929–1939) the worst 
depression of modern history

• OPEC oil price shock (1973)

• Secondary banking crisis of 1973–1975 in 
the UK

• Japanese asset price bubble (1986–2003)

• Bank stock crisis (Israel 1983)

• Black Monday (1987)

• Savings and loan crisis of the 1980s and 
1990s in the U.S.

• 1991 India economic crisis

• Finnish banking crisis (1990s)

• Swedish banking crisis (1990s)

• 1994 economic crisis in Mexico

• 1997 Asian financial crisis

• 1998 Russian financial crisis

• Argentine economic crisis (1999–2002)

21st Century
• Late-2000s Financial Crisis or the Late-

2000s recession, including: 

• 2000s energy crisis

• Sub-prime mortgage crisis

• United States housing bubble and United 
States housing market correction

• 2008–2012 Icelandic financial crisis

• 2008–2010 Irish banking crisis

• Russian financial crisis of 2008–2009

• Automotive industry crisis of 2008–2010

• European sovereign debt crisis

What’s wrong with the current Financial System
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“Behind the ostensible government sits enthroned 
an invisible government owing no allegiance and 
acknowledging no responsibility to the people. 
To destroy this invisible government, to befoul the 
unholy alliance between corrupt business and 
corrupt politics is the first task of the statesmanship 
of the day.”

Easy credit tempts people to spend beyond their 
means and create future financial trouble for 
themselves and their families.  However there 
are also many people who fall on hard times that 
are then forced to resort to high interest credit 
cards and payday loans just to provide the basic 
necessities for their families.  The effect of spiralling 
high debt and out of control interest repayments 
causes huge problems to society, leading to stress, 
mental health problems, family break ups and so 
on.  Studies in the UK have shown the detrimental 
effect on children in such situations.  The Debt Trap 
Report from Step Change Debt Charity findings 
include:

• 5.3 million families in the UK suffering from 
problem debts or struggling to keep up with 
repayments.

• Nine out of ten families in problem debt say 
they have had to cut back on essentials like 
food, clothing or heating for their children in 
order to keep up repayments.

• Children are at increased risk from bullying, 
worry, family arguments and going hungry or 
cold.

The Mental Health Foundation (UK) has shown 
86% of those suffering from debt stress experience 
moderate or severe mental health issues.  Studies 
in the US (August 2013 issue of Social Science and 
Medicine) have linked debt levels to increases in 
blood pressure associated with a 17 percent higher 
risk of hypertension and a 15 percent higher risk of 
stroke.

Some of the poorest countries in the world are 
also the most indebted.  These are indebted by 
the International Monetary Fund (IMF) and World 
Bank who then impose harsh Structural Adjustment 
Programmes (SAP).  Economies are opened up 
rapidly, in socially, politically, environmentally and 
economically destructive ways.  Prioritisation on 

debt repayment results in cut backs on health, 
education and other critical services.  Another 
undesirable effect is “industrial agriculture,” i.e., 
countries are forced to concentrate on cash crops 
to meet their debt obligations. This in turn reduces 
biodiversity and damages the environment.

The SAP problems have been highlighted by many 
economists and social scientists. For example, 
Ross Bukcley writes in one of the frequent quoted 
journal articles of him:

“According to UNICEF, over 500,000 children 
under the age of five died each year in Africa and 
Latin America in the late 1980s as a direct result 
of the debt crisis and its management under 
the International Monetary Fund’s structural 
adjustment programs. These programs required the 
abolition of price supports on essential food-stuffs, 
steep reductions in spending on health, education, 
and other social services, and increases in taxes. 
The debt crisis has never been resolved for much of 
sub-Saharan Africa. Extrapolating from the UNICEF 
data, as many as 5,000,000 children and vulnerable 
adults may have lost their lives in this blighted 
continent as a result of the debt crunch.“(*)

Other countries are forced into natural resource 
stripping resulting in huge environmental 
degradation.  For example, Brazil is cutting down 
huge swathes of its Amazon rain-forest every year 
to help meet its international debt obligations.  
Deforestation in Nepal and Bangladesh is 
increasingly resulting in devastating floods.

Unfortunately war, big business and finance are 
inextricably linked.  Wars are huge endeavours 
and very costly to finance.  The elite banking 
establishment makes huge profits from financing 
them.  This is confirmed by US Secretary of State, 
William Jennings Bryan who stated, “The large 
banking interests were deeply interested in the 
world war because of the wide opportunities for 
large profits.”  

Smedley Butler (1881 - 1940) was a United States 
Marine Corps major general, the highest rank 
authorised at that time, and at the time of his death 
the most decorated Marine in US history.  He wrote:

“I spent 33 years and four months in active military 
service and during that period I spent most of my 
time as a high class muscle man for Big Business, 
for Wall Street and the bankers. In short, I was a 
racketeer, a gangster for capitalism. I helped make 
Mexico and especially Tampico safe for American 
oil interests in 1914. I helped make Haiti and Cuba 
a decent place for the National City Bank boys to 
collect revenues in. I helped in the raping of half a 
dozen Central American republics for the benefit 

(*) Ross P. Buckley (2002-03) “The Rich Borrow and the Poor 
Repay: The Fatal Flaw in International Finance,” World Policy 
Journal, Volume XIX, No 4, Winter 2002/03

of Wall Street. I helped purify Nicaragua for the 
International Banking House of Brown Brothers 
in 1902–1912. I brought light to the Dominican 
Republic for the American sugar interests in 1916. I 
helped make Honduras right for the American fruit 
companies in 1903. In China in 1927 I helped see to it 
that Standard Oil went on its way unmolested.” 

But perhaps the single most destructive aspect of 
our financial system is the resultant gross inequality 
of global wealth and income distribution. The 
following facts must illustrate the point:

• Almost half the world, over 3 billion people live 
on less than $2.50 a day.

• 1.6 billion people, a quarter of humanity live 
without electricity.

• The 10 richest men in the world have more 
wealth than the 48 poorest countries.

• The GDP of the 41 Heavily Indebted Poor 
Countries (567 million people) is less than 
the wealth of the world’s 7 richest people 
combined.

• In 2005, the wealthiest 20% of the world 
accounted for 76.6% of total private 
consumption; the poorest fifth just 1.5%.

• 0.13% of the world’s population controlled 25% 
of the world’s financial assets in 2004.

• For every $1 in aid a developing country 
receives, over $25 is spent on debt repayment

• The wealthiest nation on Earth has the 
widest gap between rich and poor of any 
industrialised nation.

• According to UNICEF, 22,000 children die each 
day due to poverty.

• The poorest 40 percent of the world’s 
population accounts for 5 percent of global 
income. The richest 20 percent accounts for 
three-quarters of world income.

These and other grim global poverty statistics can 
be found at www.globalissues.org (article 1).  The 
poorest in our society are living in a perpetual 
financial crisis. In the words of Mahatma Gandhi, 
“There’s enough on this planet for everyone’s needs 
but not for everyone’s greed”

However, not everyone is sleepwalking and 
unaware of the injustices of the global financial 
system.  Some prominent and distinguished figures 
throughout history have said about different 
aspects of the global financial system. See Box 3 for 
what some of the influential writers and politicians 
have said in this respect. 

Norm Franz in his Money and Wealth in the 
New Millennium 

“Gold is the money of kings, silver is the money 
of gentlemen, barter is the money of peasants 



52 November 2014

Returning to the recent financial crisis, many would 
argue if the governments across the world did not 
step in by incurring vast debts to bailout the banks, 
the whole financial system would have collapsed 
tearing apart the economic fabric of the world.  
The resultant financial chaos and destruction 
from widespread worldwide banking failures 
would have caused huge levels of corporate and 
personal bankruptcies, surge in unemployment, 
asset prices and investments plummeting i.e. 
another Great Depression resulting in financial 
misery for all.  I do not deny this – if governments 
had not stepped in, the outcome would have 
been financial catastrophe on an unprecedented 
scale.  And herein lies the problem.  Akin to a drug 
addict who needs his fix to feel good, the global 
financial system can only survive on increasing 
debt levels.  The problem is too much debt, but 
the only solution is more debt to pay the previous 
debt and compound interest.  This cannot continue 
indefinitely.  Can an interest based system be 
regulated enough, reformed or modified to the 
betterment of mankind?  Unfortunately, the 
analogy that comes to mind is that of a malignant 
cancer – if you could speak to it and tell it to stop 
growing, otherwise it will destroy its host body and 
ensure its own destruction – will it stop?

In summary the 3 key overriding features of the 
current financial system are fiat money, fractional 
reserve banking (FRB) and interest based debt.  
These combine to create a financial and economic 
cocktail of instability, injustice, world poverty and 
environmental degradation.  Greed, not charity is 
the hallmark of current financial system.  In a saying 
of the Prophet Muhammad (Peace be upon him); 
“If a son of Adam were to own a valley full of gold, 
he would desire to have two……”  Surely, there has 
got to be better way.  In the second part of this 
series we look at a financial and economic system 
based on the tenets of Islam.

– but debt is the money of slaves”. 

Thomas Jefferson 3rd US President (1743 - 
1826)

“I believe that banking institutions are more 
dangerous to our liberties than standing 
armies.” 

“If the American people ever allow private 
banks to control the issue of their  currency, 
first by inflation, then by deflation, the banks…
will deprive the people of  all property until 
their children wake-up homeless on the 
continent their fathers conquered…. The 
issuing power should be taken from the 
banks and restored to the people, to whom it 
properly belongs.”

“… The modern theory of the perpetuation of 
debt has drenched the earth with blood, and 
crushed its inhabitants under burdens ever 
accumulating”. 

Abraham  Lincoln 16th US President (1809 - 
1865)

“The Government should create, issue, 
and circulate all the currency and  credits 
needed to satisfy the spending power of 
the Government and the buying power of  
consumers. By the adoption of these principles, 
the taxpayers will be saved immense sums of 
interest. Money will cease to be master and 
become the servant of humanity. “

On 5 March 1997, in a speech in the House 
of Lords in London, the Malcolm Ian Sinclair, 
20th Earl of Caithness, a British Conservative 
politician and member of the House of Lords

“...it is also a good time to stand back, to 
reassess whether our economy is soundly 
based. I would contest that it is not for the 
reason to which the noble Lord, Lord Eatwell, 
alluded, which is that it is the Government’s 
fault, but our whole monetary system is utterly 
dishonest, as it is debt-based. “Dishonest” is a 
strong word, but a system which by its very 
actions causes the value of money to decrease 
is dishonest and has within it its own seeds of 
destruction.”

President of Nigeria Obasanjo at the G8 
summit in Okinawa in 2000

“All that we had borrowed up to 1985 or 1986 
was around $5 billion and we have paid about 
$16 billion yet we are still being told that we 
owe about $28 billion. That $28 billion came 
about because of the injustice in the foreign 
creditors’ interest rates. If you ask me what 
is the worst thing in the world, I will say it is 
compound interest”.

Jörg Guido Hülsmann, Professor of 
Economics at the University of Angers in 
France in his Ethics of Money Production - 
2008

“There is no tenable economic, legal, moral, 
or spiritual rationale that could be adduced in 
justification of paper money and fractional-
reserve banking. The prevailing ways of money 
production, relying as they do on a panoply 
of legal privileges, are alien elements in the 
capitalist [i.e., true free market] economy. 
They provide illicit incomes, encourage 
irresponsibility and dependence, stimulate 
the artificial centralization of political and 
economic decision-making, and constantly 
create fundamental disequilibria that threaten 
the life and welfare of millions of people. In 
short, paper money and fractional-reserve 
banking go a long way toward accounting for 
the excesses for which the capitalist economy 
is widely chided. 

We have argued that these monetary 
institutions have not come into existence out 
of any economic necessity. They have been 
created because they allow an alliance of 
politicians and bankers to enrich themselves 
at the expense of all other strata of society. 
This alliance emerged rather spontaneously 
in the seventeenth century; it developed in 
multifarious ways up to the present day, and 
in the course of its development it created the 
current monetary institutions. 

…The driving force that propelled the 
development of central banks and paper 
money was the reckless determination 
of governments, both aristocratic and 
democratic, to increase their revenue, if 
necessary in violation of good faith and of all 
established rules of commerce.”

Antal E. Fekete, Professor of Mathematics 
and Statistics at Memorial University

“The world economy, sagging as it is under the 
weight of its debt tower and fast depreciating 
irredeemable currencies, is clearly on its 
way to self-destruction……. Unless we stop 
the proliferation of debt, the world is facing 
prolonged deflation, depression, continuing 
capital destruction, bankruptcies and 
unprecedented unemployment. It is leading 
to a breakdown of law and order. It could spell 
the end of our civilization.”

British monetary reformer Michael 
Rowbotham in his book, The Grip of Death: 
A Study of Modern Money, Debt Slavery, and 
Destructive Economics (1998)

“It is actually not in the least surprising that 

nations are chronically in debt, governments 
have inadequate resources, public services 
are under-funded and people are beset by 
mortgages and overdrafts. The reason for 
all this monetary scarcity and insolvency is 
that the financial system used by all national 
economies worldwide is actually founded 
upon debt. To be direct and precise, modern 
money is created in parallel with debt……

The outrageous financial debt which Third 
World countries have actually paid many times 
over, but which, due to interest, is now larger 
than ever before - a debt which forces those 
impoverished nations to compete to supply 
goods already in surplus….

 If a monetary system is invalid or flawed, 
then the entire economy is based on the 
mathematics of error…..”

What’s wrong with the current Financial System





There is much criticism of the current Islamic 
financial paradigm. One criticism is that an 
authentic Islamic finance industry is not possible 
with the proliferation of fiat currency. Since the 
Prophet’s time, the currency utilised was the dinar 
or dirham, the gold or silver coin. This bimetallism 
ensured that the opportunity to keep producing 
money was limited and therefore the possibility of 
inflation was reduced, as excessive inflation is when 
there is too much money chasing too few goods. 
Moreover, by limiting the amount of money in the 
economy, inefficient use of money on profligate 
investment can be reduced. 

There are active supporters of a return to 
bimetallism with mints in Malaysia and Dubai, 
and activists such as the Murabitun even arguing 
that zakat cannot be paid in fiat currency. Indeed, 
for them fiat money is inextricably linked to the 
charging of interest and thus by the principles of 
Islamic law is inherently forbidden to use. As fiat 
money is ubiquitous, one is forced to use it but the 
drive should be to change the monetary system, 
not encourage it. 

Other intellectual currents also challenge the 
presence of fiat money. Bitcoin, and other forms 
of crypto currency, have been touted as a suitable 
replacement and have witnessed popular uptake. 
Today there is even an exchange rate for bitcoin. 
Bitcoin subverts the current monetary system, 
removing bank’s power of supplying money – the 
institutions that brought the world’s financial 
system to its knees – and giving it to the individual.  
At least this is the principle, and one that attracts 
adherents. 

All this brings us to the question as to what is 
money? For economists, money is seen as a store 
of value, a medium of exchange and a unit of 
account. But beyond defining money’s functions, 
what can be considered money is far less clear. 
Traditional accounts have assumed that money was 
invented to overcome the inefficiency of barter, but 
increasingly historians are expressing doubts about 
this account. Indeed, excavations have revealed 
inscriptions on clay tables from Mesopotamia 
several thousand years ago which show the 
payment of taxes in crops or debt relationships 
indicating the movement of some form of currency 
from the borrower to the debt and visa versa. 

On the island of Yap in the Western Pacific Ocean, 
inhabitants had previously used stone money as a 

totem by which inhabitants would exchange goods 
and services. This stone money was fixed and rarely 
moved between economic actors due to their size. 
Yet with their presence the island inhabitants were 
able to transact and keep account as to who owned 
the money even if the money itself did not move. 

In this situation, an important characteristic of 
money can be defined. Money, as the economic 
historian Niall Ferguson states, is “trust inscribed.” By 
this he means that people have to trust in the value 
of the object used as money. Without having this 
trust, the cash one carries in his wallet is nothing 
but a piece of paper. Similarly, when one talks about 
gold and silver, people have trust in the value of 
that commodity. Remove trust, and throwing gold 
into the sea as one would throw pebbles, would 
be the same endeavour and the gut feeling of loss 
would not occur. 

Consequently, it is not the medium used as money 
that defines something as money, but how people 
view it and whether they trust in its value. This 
value is given to it either by the government (as 
is the case of commodity money), the market (as 
is the case of fiat currency) or by a group within 
the market (as is the case of bitcoin). With regards 
to commodity money, pre-modern governments 
often stated a fixed value onto the commodity 
money and backed it up by inscribing the face 
of the ruler. Money then had value, but as gold 
or silver were used by many countries, the metal 
itself had value beyond the value inscribed 
onto it. Consequently, if the value of gold not as 
money was higher than gold as money, capricious 
individuals would mint gold coins into gold and sell 
it on the market to receive the profit. Mints had to 
ensure that the difference in values was not so great 
as to encourage this sale otherwise they would be 
a reduction of currency in the economy. Another 
problem was the wear and tear experienced by 
the commodity money. As the gold or silver wore 
down, devalued currency would be used in the 
market enabling counterfeiting. 

But perhaps the greatest challenge of using 
commodity money was its fixed nature. This 
became a particular problem during World War 1. 
European governments wished to increase the size 
of their army but were limited by the amount of 
commodity money in their coffers. By linking paper 
currency to the value of gold, it gave governments’ 
free reign to print money. Paper currency was like 
promises to recipients giving them claim on goods 

and services as well as a means to save. Inflation 
was perhaps less a problem due to rationing and 
saving during the war. Also the currency was being 
used in particular sectors of the economy, limiting 
the possibility of inflation as the money did not 
have a wider outreach. 

Not being constrained by the amount of 
commodity money, gives governments the 
opportunity to invest and spend more. If anything, 
the mantra of the current economic system is 
growth, and growth entails greater productivity 
and innovation.  This is especially true during war 
situations and thus the delinking to gold was so 
important during both WW1 and WW2.  Linking 
back to gold limited how extensively a country 
could use monetary policy tools as a means of 
regulating their currency. Countries with little gold 
reserves were especially constrained, and trade 
would be difficult resulting in the inefficacy of 
monetary policy to encourage trade. 

The need for continuous growth though 
productivity and innovation requires a steady 
supply of money. Hence banks through credit 
creation via loans or through other debt finance 
tools act as an important linkage. Debt finance 
assumes that the repayment will be made possible 
by the revenue of the borrower company. It 
incentivises the borrower company to ensure 
that they are generating enough revenue though 
ensuring demand meets supply. This creates an 
endless cycle of debt, which is can only be serviced 
by productivity.

Commodity money limits growth. Pre-modern 
states could only increase the amount of goods 
through their economy through conquest and 
ownership of new lands. Colonialism was a key 
way that Europe developed extensively at the 
expense of colonial services as resources flowed 
into colonialist countries. Today growth is achieved 
by being able to invest and enabling the flow 
of currency, and the need for conquest is a less 
common desire. If the dominant economic thinking 
is that mankind can only achieve happiness 
through economic growth, then to call for a return 
to some sort of gold standard is wishful thinking. 
The arguments for this return are therefore not 
persuasive if we accept this mantra. Unfortunately, 
for those calling for an authentic Islamic finance, 
postulating a return to gold without offering a 
palatable alternative to the mantra of growth is 
idealism without substance. 

Gold and Wishful Thinking
By Rizwan Rahman
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PERSONALITY

Issam Al-Tawari
Chairman, Rasameel

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

Ans: I was educated in public 
schools in Kuwait until I got my 
Bachelor degree in Economics & 
Business administration from Kuwait 
University. 

Q: Who was you mentor?

Ans: My Mentor was Mr. Adnan 
Yousif the current CEO of Albaraka 
Banking Group.

Q: How would you describe your 
managerial style? 

Ans: I am more of a people’s person 
but I do get into details sometimes.

Q: Ambition or talent: which 
matters more for success?

Ans: I believe that ambition and 
persistence creates the drive for 
success.

Q: What was your earliest 
ambition?

Ans: To be a jet fighter pilot.

Q: In what place are you the 
happiest?

Ans: Anywhere where I am 
surrounded with family and friends.

Q: What ambitions do you have 
still?

Ans: To be a lecturer and pass on 
knowledge to younger generation.

Q: What drives you on?

Ans: To compete against myself and 
seeking new knowledge.

Q: What is the greatest 
achievement of your life so far?

Ans: My kids being ambitious and 
great achievers 

Q: What has been your greatest 
disappointment?

Ans: When a friend lets you down.

Q: What do you do in your spare 
time?

Ans: Work, eat and read

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

Ans: I would say 7.

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

Ans: Mission is on track

Q: What is the future of Islamic 
banking and finance in Kuwait?

Ans: It should continue to grow and 
capture market share as long as 
regulators allow level playing field 
and the IFI continue to invest in IT 
infrastructure.

Q: How committed are you to 
Islamic banking and finance?

Ans: Looking back on 21 years of 
Islamic finance experience of my 
total 26 years in banking career 
should say it all.
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Money in its various forms dominates the world, on 
all levels — individual, familial, communal, social 
and international. In the monetary systems adopted 
by almost all countries, it takes the shape of paper 
notes and coins. Individual wealth, corporate assets 
and national production are all denominated in 
terms of one currency or the other. Money creation 
through the banking system has for some time 
been criticised by monetary reforms groups, 
and there is an apparent interest in a number 
of countries to replace interest-based money 
with gold-based money. Those who criticise the 
interest-based monetary system, side with those 
who believe in a definite link between money 
supply and inflation. However, one may claim 
that the problem is not having paper notes and 
coins as a legal tender but the use of an interest 
rate mechanism on part of the government to 
create more diluted versions of money in the form 
of M1 (coins and notes in circulation plus demand 
deposits with the banks), M2 (M1 plus time deposits 
and foreign currency accounts held with the 
scheduled banks) and M3 (M2 plus some other 
highly liquid instruments like different national 
saving certificates).

For example, in Pakistan, the total amount of notes 
and coins in circulation and current accounts held 
with banks (also known as M0 or narrow money) 
by the end of August 2013 were more than Rs2.5 
trillion. Given the population of 195 million, one can 
assume that Rs12,820 should be available to each 
man, woman, and child living in Pakistan. Assuming 
an average family size of six, this amounts to about 
Rs77,000 per household. The gross national product 
(GNP), on the other hand, at the end of the fiscal 
year 2012-13 (June 2013) was recorded to be about 
Rs10.4 trillion. In this context, it seems as if Pakistan 
is not flooded with an excess of notes and coins. 
However, when one looks at the figures on M1, M2 
and M3, it seems as if interest-based borrowing is 
significant in the country.

Merely looking at M0 may imply that inflation 
is not necessarily a monetary phenomenon. 

Any economy that relies heavily on imports, of 
the deteriorating value of the national currency 
becomes a major source of inflation. Although 
there is no consensus amongst economists on 
the short-run effect of depreciation of the local 
currency on prices, the disagreement is less on 
the long-run relationship. In many countries, 
an effective exchange rate policy can help the 
government bring down inflation. This then brings 
into consideration export competitiveness of the 
country and the foreign remittances sent home by 
the diaspora population.

Monetary theory has by and large ignored one 
aspect in its treatment of money, and that is 
income disparities and the accumulation of wealth. 
Although the velocity of money (the frequency 
with which money changes hands) is incorporated 
into monetary theory, in most cases it is assumed 
that it remains constant. This assumption leads to 
the conclusion that an increase in money supply 
may lead to either an increase in national income 
(mostly in the long run) or an increase in prices 
(in the short run) or both. However, in countries 
with huge income disparities and concentration 
of wealth, it is very likely that an injection of new 
money stock in an economy may very quickly end 
up with the wealthier segments of the economy 
and hence get hoarded. If this happens, then the 
velocity of total money stock is expected to go 
down, which may result in no significant increase 
in prices or national income. Money in this context 
may prove to be neutral, at least as long as the 
money remains hoarded. In case the wealthier 
segments use the additional money in buying 
some assets like property and similar non-
business assets, it may very well increase 
prices of such items, not necessarily 
pushing up the general price level. 
There is a need to look into this 
aspect of monetary injection. If 
this may be the case, then the 
government should 
prefer borrowing from 
the central bank as 

compared with international lenders or multilateral 
organisations like the IMF. However, for this policy 
to work effectively, there should be strict capital 
controls and restrictions on transferring money 
abroad in the form of foreign currencies.

The point to consider seriously is that money in 
itself in whatever form it may be used is not the real 
cause of inflation. It is the actual use of money, and 
more so the monetary policy of the country, which 
must have an effect on the prices. Any metallic 
money, whether it is based on precious metals like 
gold and silver or any other commodity-based 
index, will not provide a panacea for all economic 
ills a country may face. The gold dinar enthusiasts 
must pause for a thought before further criticising 
fiat money and advocating for an Islamic currency 
based on gold or silver. 

Pause for Thought
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Islamic Investing 
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Prof. Dr. Humayon Dar
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Technology sector has fared well when it comes to 
Shari’a compliancy of stocks listed on exchanges 
around the world. On 7 November 2013, Twitter 
went public with a well-publicised IPO, sparking 
interest from investors from around the world. 
Earlier this year Facebook went for a rather 
controversial IPO on 18 May 2012. Edbiz Consulting, 
a London-based Islamic finance advisory firm that 
has partnered with Nasdaq to develop a Shari’a 
compliant version of Nasdaq100, reported that 
Twitter stock was Shari’a compliant when the 
company went public. What does this mean? 

There are a number of Shari’a screening 
methodologies employed by index providers 
around the world to construct, maintain and market 
what are known as Islamic indices. The most widely 
used methodology is that of Dow Jones (now S&P 
Dow Jones Indices) but other methodologies, 
i.e. that of FTSE, MSCI and Nasdaq do not differ 
significantly.

There are two screens employed by Shari’a 
screening companies: (1) business screen; and (2) 
financial screen, where the results of both must 
pass the indicated benchmark set by the index 
providers. The former ensures that the overall 
business of a firm is not outright in contradiction 
with Islamic teachings on business and commerce. 
The business screen, therefore, excludes all the 
stocks that lie in the impermissible sectors like 
financials (except Islamic banks and other financial 
institutions that explicitly commit to Shari’a 
guidelines in their business conducts), gambling 
and gaming, entertainment (including but not 

limited to pornography), weapons and defence 
manufacturing, alcohol, pork and pork-related 
products, and tobacco etc.  

After being filtered through the business activity 
screening, companies are then further screened 
on a financial basis. The financial screen is based 
on a number of financial ratios which must be met 
for companies to be considered Shair’a-compliant. 
The most frequently used financial ratios are the 
followings:

• Gearing Ratio: Total interest-bearing debt 
divided by trailing 24 month average market 
capitalisation of the company

• Liquidity Ratio: Cash plus interest bearing 
securities divided by trailing 24 month average 
market capitalisation

• Cash flow Ratio: Accounts Receivables 
divided by trailing 24 month average market 
capitalisation

• Income Ratio: Impermissible income divided 
by total income 

Dow Jones Shari’a screening methodology employs 
the above-mentioned gearing ratio, liquidity ratio 
and cash flow ratio but excludes all those stocks 
that exceed a threshold level of 33%. Investors 
are recommended to employ a 5% threshold 
for the income ratio, although Dow Jones do 
not incorporate income ratio in the process of 
constructing and maintaining their Islamic Market 
Index family.

FTSE, on the other hand, uses total assets in the 
denominator as opposed to market capitalisation 
when computing the above ratios. They also 
include cash in addition to receivables in the 
numerator when calculating the cash flow ratio. 
A 33.33% threshold for gearing and liquidity ratios 
is adopted while a higher threshold level (50%) is 
used for the cash flow ratio. In many ways FTSE 
may seem a bit liberal in their financial screening 
methodology.  But it all depends on market 
conditions before one can infer whether FTSE is 
more conservative or liberal as compared to Dow 
Jones. For instance, in bullish market conditions, 
Dow Jones may prove to be more liberal than FTSE 
and vice-versa  in bearish times.. 

MSCI has a similar screening process as FTSE in 
terms of denomination of ratios but their thresholds 
are more consistent with Dow Jones. All three ratios 
have a threshold of 33.33%. 

Russell-Jadwa Islamic indices use financial ratios 
similar to that of Dow Jones but threshold of 
their cash flow ratio (with cash included in the 
numerator) is far higher than the Dow Jones – 70% 
as opposed to 33% for Dow Jones. 

Securities Commission (SC) of Malaysia uses a more 
detailed Shari’a screening methodology. Unlike 
other methodologies (which use 5% threshold for 
the income ratio), SC uses two thresholds for this 
ratio to determine whether a business is Shari’a 
compliant or otherwise. 

The first threshold involves a 5% benchmark 
where stocks are excluded from Shari’a universe 



if the business of the companies issuing such 
stocks generates more than 5% revenue from the 
following sectors:

• Conventional banking including insurance,

• Gambling,

• Liquor and liquor related activities, pork and 
pork related activities, non-Halal food and 
beverages,

• Shari’a repugnant entertainment,

• Interest income from conventional accounts 
and instruments,

• Tobacco and tobacco related activities, and 

• Other activities deemed Shari’a repugnant

In the second threshold, stocks will be excluded 
from Shari’a universe only if the issuing companies 
generate more than 20% of their income from the 
following business activities:

• Hotel and resort operations

• Share trading and stock broking business

• Rent received from tenants engaged in Shari’a 
repugnant businesses

• Other activities that are deemed Shari’a 
repugnant 

In its second tier screening, SC uses financial ratios 
(i.e., gearing ratio and liquidity ratio) similar to that 
of FTSE. Each of the financial ratios must be lower 
than 33% for a stock to pass as Shari’a-compliant. 

In the context of Pakistan, Meezan Bank’s Shari’a 
screening methodology is adopted by a number of 
Islamic equity fund managers. It is perhaps the most 
detailed approach to Shari’a screening. Business 
screening is consistent with other international 
Shari’a screening methodologies. However, for 
financial screening it employs the following five 
financial ratios with the stated thresholds: 

1. Gearing ratio, as defined by total interest-
bearing debt divided by total assets, should be 
less than 37%.

2. Investment ratio, as defined by Shari’a 
repugnant investments divided by total assets, 
should be less than 33%.

3. Income ratio, as defined by impermissible 
income divided by total revenue, should be 
less than 5%.

4. Illiquidity ratio, as defined by illiquid assets 
divided by total assets, should not be less than 
25%. 

5. Market Price per share should be at least equal 
to or greater than net liquid assets per share. 

All the above Shari’a screening methodologies are 
summarised in the table below:

Based on the above described screening 
methodologies and thresholds, Twitter stocks do 
fulfill the requirements set by  all the internationally 
known Shari’a screening methodologies. Similarly, 
stocks issued by Facebook and Google are also 
included in Edbiz-Nasdaq100 Shari’a index. An 
interesting observation would be how Apple’s stock 

which initially passed the Shari’a screening before 
was deemed as Shari’a non-compliant when its 
iTunes businesses started generating more revenue, 
and consequently breached the 5% threshold on 
the income ratio. 

Entertainment sector is a prohibited sector that 
global index providers (the likes of S & P Dow 
Jones, Edbiz-Nasdaq, FTSE and MSCI) exclude 
when constructing their universes for Islamic 
indices and Shari’a compliant investing in equity 
stocks listed on the stock exchanges around 
the world. Entertainment sector includes: film 
industry (including radio, television and theatre), 
phonographic industry, gaming, pornography, 
and media, to name a few. In fact, the media and 
entertainment industry captures a wide variety 
of companies. There are a number of segments 
within the industry, each of which provides a 
different form of entertainment. These segments 
include traditional print media, television, radio 
broadcasting, film entertainment, video games, 
advertising and perhaps most importantly, the 
manufacturers of the technology that the above 

 Ratio S&P-Dow Jones MSCI FTSE Russell Jadwa Meezan SC Malaysia

Income Ratio 5% 5% 5% 5% 5% 5% - 20%

Gearing Ratio Interest-bearing 
debt/Market cap 

(33%)

Interest-bearing 
debt/Total assets 

(33.33%)

Interest-bearing 
debt/Total assets 

(33%)

Interest-bearing 
debt/Market cap 

(33%)

Interest-bearing 
debt/Total assets 

(37%)

Interest-bearing 
debt/Total assets 

(33%)

Liquidity Ratio Cash plus interest-
bearing securities/

Market cap
(33%)

Cash plus interest-
bearing securities/

Total assets
(33.33%)

Cash plus interest-
bearing securities/

Total assets
(33.33%)

Cash plus interest-
bearing securities/

Market cap
(33%)

- Total cash/Total 
assets
(33%)

Cash Flow Ratio Accounts 
receivables/ Market 

cap
(33%)

Accounts receivables 
plus cash/Total assets

(33.33%)

Accounts receivables 
plus cash/Total assets

(50%)

Accounts receivables 
plus cash/Market cap

(70%)

- -

Investment Ratio - - - - Impermissible 
investment/Total 

assets
(33%)

-

Illiquidity Ratio - - - - Illiquid assets/Total 
assets
(25%)*

-

Share Price - - - - Share price ≥ Liquid 
assets per share

-

* Note: Illiquid assets should be equal to or greater than 25% of total assets.

59November 2014www.islamicfinancereview.co





61November 2014www.islamicfinancereview.co

segments rely on.

Due to lack of detailed information on the activities 
of companies in the entertainment industry, most 
Shari’a screening methodologies recommend 
to exclude the whole sector from a universe 
from which equity stocks are to be picked up 
for investing by Islamic investors. A simplistic 
approach is also adopted for dividend cleansing 
of Shari’a compliant companies that have partial 
and insignificant (i.e., less than 5%) involvement in 
impermissible activities. For example, the UK-based 
supermarket J Sainsbury’s stock (SBRY.L) is a Shari’a 
compliant stock but the company is involved in 
trading of some impermissible items like pork, 
alcoholic beverages and the sale of UK lottery etc, 
in addition to having some of its investments in 
interest-based products. The company also owns 
Sainsbury’s Bank, which is obviously not a Shari’a 
complaint business. Despite all these, Sainsbury’s 
has remained a Shari’a compliant stock because its 
reported income from the impermissible activities is 
less than 5% of its total income (the threshold for a 
stock to be Shari’a compliant). It must be noted that 
Sainsbury’s does not report financial information 
on its all impermissible activities and hence most 
of the Shari’a screening methodologies take into 
account only interest income. This is obviously a 
simplification, which could only be considered as 
a second best option in the wake of the lack of 

detailed information on other activities. 

Apple stock (AAPL) provides an even more 
interesting example. Before the phenomenal 
success of its iTunes business, Apple was included 
in most of the Shari’a universes used by players in 
the Islamic fund management industry. However, 
Apple has been excluded from such universes since 
2013 as iTunes now contributes more than 5% to 
Apple’s revenue.      

Since there are no public disclosures regarding 
revenue breakdown within iTunes, the precise 
numbers are not possible. However, a number of 
industry experts have attempted to come up with 
some realistic assumptions to further breakdown 
iTunes revenue, albeit imprecise. London-based 
Edbiz Consulting estimates that direct music sales 
comprise not more than 45.5% of  iTunes’s revenue. 
In fact, iTunes music publisher payments are merely 
22% of its revenue; while other constituents of this 
category being media transaction fees and half of 
the iTunes video + plus book publisher payments 
(as is shown in Figure 1).

However, to simply exclude Apple stock from the 
Shari’a universe on the basis of the share of iTunes 
revenue to Apple’s total income seems more of 
an over-simplification.  In fact, iTunes revenue is 
now a general catchall, as it includes revenue from 
sales on the iTunes Store, the App Store, the iBooks 

Store, and revenue from sales of AppleCare, Apple 
Software, licensing, and other services. Including 
it under the general category of entertainment 
is inadequate. Given that iTunes’ share in Apple’s 
total revenue is expected to reach 20% by 2020 
(Macquarie Equities Research USA),  a breakdown of 
iTunes revenue into permissible and impermissible 
has far-reaching implications. If iTunes revenue 
is not scrutinised in detail, it is very likely that the 
world’s most valuable company will never re-enter 
the Shari’a universe.

If one actually logs into iTunes (which is only one 
part of iTunes revenue), the following categories are 
reported:

• Music / iTunes Radio

• Movies / TV Shows

• Podcasts

• iTunes University

• Books / Audiobooks

• Apps

Each of the above categories are broken into two 
groups:  Paid and Free, and the most popular are 
disclosed in each category and group.

iPhone Apple has over 1.1 million Apps, which 
is grouped into 24 categories, from Business to 
Weather - one of which is Entertainment.  While 
Entertainment appears as a popular category, it 
only constitutes 4% of the available categories in 
the Apps catalogue. Table 1 gives a flavour of the 
category of Entertainment by focusing on the top 
four paid Apps. The information is divided into 
name of the App, its price, nature of its content, and 
the age limit of the buyer. 

The Table 1 is consistent with Edbiz Consulting’s 
research findings - only a fraction of iTunes revenue 
comes from impermissible activities such as sale of 
music and videos. In fact, less than 3% of the total 
revenue (or 29.5% of iTunes revenue) is drawn from 
the sale of music as evident in Figure 2. Even if we 
consider the most liberal figures on Media (4.55% 
of the total revenue), and not the revenue share 
originating from music (2.99%), the Apple stock 
must be considered as Shari’a compliant, and hence 
should have remained in the Islamically investible 
universe.

What should be the acceptable form of 
Entertainment?

The concept of Entertainment is fast changing. 
Shari’a views on this have evolved on a number 
of issues, including on television and radio. In the 
past, television and radio were considered as main 
forms of electronic entertainment and hence were 
frowned upon by Shari’a scholars. However, the 
contemporary Shari’a opinion allows investing in 
the stocks of companies that produce electronic 
products including, televisions, radios, iPods etc. 

Figure 1: Breakdown of iTunes Revenue

Source: Edbiz Consulting; based on 2012-13 data.

Apple Agency Fees
8%

iTunes Video+Books 
Publisher Payments

15%

Media Transaction 
Fees
16%

Developer 
Payments

17%

iTunes Music 
Publisher Payments

22%

Apple Software
22%
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Similarly, social media companies like Google, 
Facebook and Twitter are considered as Shari’a 
compliant, although a lot of activities on such 
platforms may in fact be Shari’a repugnant. The 
underlying principle is that an instrument in itself 
shall not be deemed Shari’a repugnant if it can be 
put into multiple uses, some of which may in fact 
not be in compliance with Shari’a.   

The fact that iTunes derives its revenue from a 
number of activities (some of which happen 
to be Shari’a repugnant) should mean that the 
platform in itself is not Shari’a repugnant. To 

make the life of an analyst easy, iTunes incorporates 
a highly developed filtering system that marks 
movies, music, apps, etc. with warnings like “Explicit 
Material” and “May be Objectionable.” Although 
these warnings are primarily aimed at parents but 
an analyst investigating Shari’a compliancy may also 
find them helpful.

In the case of iTunes, it may not be very helpful to 
consider iTunes segments of Apple’s business as 
Shari’a repugnant. There is a need to take a view 
on it as a platform that offers Shari’a compliant 
and Shari’a repugnant trading opportunities as 

iTunes is not pure entertainment but rather has 
some elements that are objectionable. A solution 
to this problem can be to have some form of an 
engagement process between the investible 
companies and index providers, where the latter 
works with companies in identifying the exact 
impermissible income. But it goes without saying 
that such processes can be tedious. 

It’s an obvious fact that some Muslims are 
more conservative than others when labelling 
entertainment as they opined this should be 
classified as haram without further examination. But 
common modern activities such as chatting with 
friends, posting family photos online, or tweeting 
could be seen as a form of entertainment. The 
question then arises: are these activities haram? 
Certainly not! If one takes the view of the analysis 
above, the decomposition of iTunes revenue 
suggests that Apple remains a Shari’a compliant 
stock despite the fact that iTunes contributes 10% 
to Apple’s revenue.

Name of the App Price Nature of the 
Content

Age Limit

Akinator the Ginie $1.99 Think of a real or fictional 
character; I shall try to 
guess who it is.

12+

My Talking Pet $0.99 Bring photos of your pet 
to life.

4+

Apple Icons $1.99 Personalise your iPhone, 
iPod and iPad with 
custom short cuts.

4+

Dynamojis $2.99 Animated Emojis and 
stickers for iMessages

4+

TABLE 1
Top 4 Paid Apps on Apple Devices

100%

10%

4.55%

2.9%

5.45%

Apple Total Revenue
(US$ 45.6 billion)

Reported iTunes Revenue
(US$ 4.5 billion)

Apps
(US$ 2.45 billion)

Media
(US$ 2.05 billion)

Music
(US$ 1.3 billion)

Figure 2: Apple’s Revenue Q1 2014
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IFAP: An Industry Building Initiative

Islamic Finance Access Programme (IFAP) is one 
of many industry building initiatives founded 
by Professor Humayon Dar, Chairman of Edbiz 
Corporation and one of the foremost advocates 
of Islamic finance in the world. IFAP is now in its 
fifth year, after a humble start in 2009 at London, 
when less than 15 bankers from the City of London 
gathered for an introductory one-day training 
on Islamic banking and finance (IBF), delivered 

by the founder. Since then it has become a truly 
international programme under which numerous 
workshops have been organised in UK, Switzerland, 
Luxembourg and Pakistan. The trainers have 
included leading experts in IBF, drawn from a 
variety of institutions. Up to now, over 1,500 
banking professionals, academicians, consultants, 
lawyers, Shari’a scholars, index providers and 
students have graduated from the programme, 
making it the largest certification programme 
(without a qualification) in Islamic finance in 

the Western world. The attendees receive a HD 
Certificate in Islamic Banking and Finance, which 
is essentially a certificate of attendance, and not a 
qualification. 

Not a qualification in itself, IFAP however offers an 
opportunity to keen participants to pursue globally 
recognised qualifications in IBF,  namely, Islamic 
Finance Qualification (IFQ) offered by Chartered 
Institute of Securities and Investment (CISI), and 
Certified Qualification in Islamic Finance (CQIF) 
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offered by IBFIM in Malaysia. 

“Listening to some of the top experts in Islamic 
banking and finance at IFAPs is a real treat,” says 
a senior Islamic banker,  who has attended 
numerous IFAPs in London. Other participants with 
no or little background in IBF find these one or 
two day workshops not only informative but also 
a great opportunity for networking. A number of 
participants actually found jobs in the IBF sector 
through their interaction and introduction with 
their employers at an IFAP. “A great opportunity 
to learn and network,” says Muhammad Abdullah 
Nadvi, a PhD student at Markfield Institute of Higher 
Education, who has attended a number of IFAPs 
held in London. Haliza Abd Rahim, who is currently 
working as Legal Counsel at Arabesque Asset 
Management in London, found her current job 
through attending an IFAP in London. 

Encouraged by the success of the programme, 
Edbiz Consulting is now planning to develop it 
into a modular programme to offer certificates, 
diplomas and an Executive MBA in Islamic Finance 
structured around IFAPs. So far, 18 IFAPs have been 
organised on a variety of topics stated in the table.

It is proposed that four IFAPs should constitute a 
module, and four modules should in turn entitle 
the participants for a Certificate in Islamic Banking 
and Finance. Accumulation of three certificates 
in Islamic banking and finance would constitute 
an Advanced Diploma in Islamic Finance. Anyone 
wishing to receive an Executive MBA in Islamic 
Finance must write a project or thesis in an area 
related with Islamic banking and finance. Once 
launched, this will become first of its kind of MBA 
in Islamic Finance, offered through a flexible CPD 
structure combining physical workshops with 
online delivery. 

Such a flexible approach to teaching and learning 
is crucial for human resource development in the 
IBF sector. A number of employees of conventional 
banks and financial institutions want to switch to 
a profession in IBF but are reluctant to leave their 
otherwise lucrative jobs to study on a full-time basis 
for a qualification in IBF. The proposed modular 
programme will allow such a personnel to study for 
a recognised qualification in IBF in the most flexible 

and effective manner. Furthermore, this is expected 
to be one of the most cost efficient qualifications 
in IBF.

Industry Support and Recognition

IFAP has received support from international law 
firms,  consulting groups and academic institutions. 
Numerous banks, IT firms and other financial 
institutions have been among the major sponsors. 

Different professional bodies grant 6 CPDs to the 
attendees of the one-day workshops and double if 
the workshop happens to be of two days.

IFAP-PAKISTAN

Date Topic Host Location

9th March 2009 Introduction to Islamic 
Finance 

British Institute 
for Technology & 
E-Commerce

LONDON

4th March 2010 Fundamentals of Islamic 
Finance

Toynbee Hall LONDON

22nd June 2010 Principles of Islamic 
Investing

Denton Wilde Sapte 
(Now SNR Denton)

LONDON

27th Sept 2010 Islamic Infrastructure & 
Project Finance

Pinsent Masons LONDON

18th October 2010 Islamic Wealth 
Management

Ramada Park Hotel GENEVA

29th November 2010 Fundamentals of Islamic 
Finance & Investment

KPMG LUXEMBOURG

20th January 2011 Structuring Islamic 
Investment Funds

Lawrence Graham LONDON

3rd May 2011 Islamic Retail Banking British Institute 
for Technology & 
E-Commerce

LONDON

3rd June 2011 Islamic Derivatives and 
Structured Products

Clifford Chance LONDON

6th July 2011 Islamic Trade Finance SNR Denton LONDON

17th October 2011 Wa’ad and Its Modern 
Applications in Islamic 
Finance

Taylor Wessing LONDON

20th February 2012 Current Issues in Islamic 
Finance & Career 
Opportunities

K & L Gates LONDON

11th June 2012 Islamic Structured 
Products

Norton Rose Fulbright LONDON

December 16-16, 2013 Introduction to Islamic 
Banking and Finance

Fatima Jinnah University 
for Women

RAWALPINDI

22nd February 2014 Islamic Finance & Socially 
Responsible Investing

Taylor Wessing LONDON

27th March 2014 Shari’a Compliance for 
Branch Level Staff of 
Islamic Banks

National University of 
Computers & Emerging 
Sciences

ISLAMABAD

22nd May 2014 Islamic Assets & Wealth 
Management

University of 
Management & 
Technology

LAHORE

18th September 2014 Operational Risk 
Management in Islamic 
Banking

COMSATS Institute of 
Information Technology

LAHORE
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In 2013,  IFAP-PAK was launched in Pakistan by Edbiz 
Consulting (Private) Limited, a subsidiary of the 
London-based Edbiz Consulting Limited. The first 
workshop was hosted by Fatima Jinnah Women 
University Rawalpindi, which proved to be very 
successful, following which a second workshop 
was held in collaboration with National University 
of Computer and Emerging Sciences Islamabad.  
IFAP-PAK made an entry into Lahore with its 
third workshop that was hosted by University of 
Management and Technology (UMT). 

The fourth IFAP-PAK, entitled “Operational Risk 
Management in Islamic Financial Institutions” 
was hosted by COMSATS Institute of Information 
Technology (CIIT) Lahore on September 18, 2014. A 
great number of bankers, academicians and others 
participated in the event. Professor Humayon Dar 
was the chief instructor, who was joined by Syed Ali 
Asad, Chief Risk Officer of Askari Bank Pakistan, and 
Mujtaba Khalid, an Assistant Professor at CIIT.

COMSATS is a premier public sector university with 
campuses located in various cities of Pakistan. 
With a primary focus on science and technology, 
the university also has a centre of excellence for 
management sciences at its Lahore campus. In 
2013, the university decided to set up Centre of 
Islamic Finance (CIF) after successful organisation 
of Global Forum for Islamic Finance (GFIF) for a 

couple of years. GFIF has emerged as a premier 
forum for practitioners and academicians involved 
in Islamic banking and finance, and indeed attracts 
participation from around the world. While primarily 
being a university specialising in technology and 
computer sciences, COMSATS has taken a lead by 
institutionalised teaching and research in the field 
of IBF. In this respect, Dr Abdus Sattar Abbasi, Head 
of Department of Management Sciences, played a 
crucial role. 

Like the previous IFAPs in Pakistan and elsewhere, 
the format of IFAP-PAK-4 was structured around 
an interactive workshop. Most of the participants 
came from local Islamic banks and other 
conventional banks offering Islamic banking 
services through their window operations. A few 
travelled from neighbouring towns and cities. 
Some of the represented banks included Bank 

Alfalah,  Bank Islami Pakistan, Meezan Bank, Askari 
Bank and UBL Ameen. Although the delegates 
were bankers, a small number of academicians 
(including PhD students) were also allowed to 
participate. This was done to allow interaction 
and a healthy dialogue between practitioners and 
academicians.  This happened to be consistent 
with the philosophy of CIF that aims to become 
a centre of excellence for product development 

and applied Islamic financial research. Dr 
Mahmood Ahmad Bodla,  Director of Campus at 
CIIT, who spearheaded the establishment of CIF, 
commented while appreciating the joint effort of 
CIIT and Edbiz Consulting, “I believe that holding 
of such workshops will not only be beneficial for 
the delegates but will also help us in building a 
respectable profile for CIF and COMSATS in the 
Islamic financial sector.”

Dr. Imran Haider Naqvi,  Head of CIF,  said in his 
concluding remarks, “This IFAP is certainly one 
of the best training events ever held at CIIT. “ In a 
subsequent post-event meeting it was decided 
that CIIT and Edbiz Consulting should enter into a 
memorandum of understanding  (MoU) to jointly 
conduct such workshops not only at CIIT but also at 
other institutions in and outside Pakistan. 

Focus of IFAP-PAK-4: Operational Risk 
Management

Operational risk management is an area assuming 
increasing importance in the financial services 
industry and IBF is not an exception. As explained in 
the article contributed by Mujtaba Khalid (included 
in this issue), operational risk refers to the risk facing 
financial institutions due to failure of processes and 
procedures related with people and technology. 
In an IBF context, this also includes risks arising 
from non-compliance with Shari’a requirements 
and the risk a associated with the failure of IFIs’ 
management to fulfill their fiduciary requirements 
as per the Islamic financial contracts used by such 
institutions.  

Post-IFAP-PAK-4, Edbiz Consulting and CIIT will also 
cooperate to successfully hold the next Global 
Forum on Islamic Finance (GFIF) to be held at 
Lahore under the auspices of CIIT. 
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“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“ � info@edbizconsulting.com

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

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

www.volaw.com

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

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

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

Volaw Group: 
30 years 

experience and 
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Islamic Finance


