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ACRONYMNS 

 

AAOIFI: Accounting and Auditing Organization for Islamic Financial Institutions 

BCBS: Basel Committee on Banking Supervision 

BNM: Bank Negara Malaysia 

BSL: Bank of Sierra Leone 

CBG: Central Bank of The Gambia 

CBN: Central Bank of Nigeria 

FSA: Financial Services Act 2013 

IBA: Islamic Banking Act 1983 

IBFIM: Islamic Banking and Finance Institute of Malaysia 

ICCS: Islamic Cross Currency Swap 

ICM: Islamic Capital Market 

IDIS: Islamic Deposit Insurance Scheme 

IFIs: Islamic Financial Institutions 

IF: Islamic Finance 

IFSA: Islamic Financial Services Act 2013 

IFSB: Islamic Financial Services Board  

IILM: International Islamic Liquidity Management  

INCEIF: International Centre for Education in Islamic Finance 

ISRA: International Shari’ah Research Academy for Islamic Finance 

LHC: Labuan Holding Company 

MIFC: Malaysia International Islamic Finance Centre 

MII: Malaysian Insurance Institute 

MDIC: Malaysia Deposit Insurance Corporation 

PSIA: Profit Sharing Investment Account 

SAC: Shari’ah Advisory Council 

TH: Tabung Hajji 
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1. INTRODUCTION 

 

1.1 Background 

The Gambia, through the auspices of the Ministry of Finance and Economic Affairs, secured 

funding from the Standing Committee for Economic and Commercial Cooperation (COMEC) of 

the Organization of Islamic Cooperation (OIC) to implement a project geared towards 

enhancing greater literacy, awareness and availability of Islamic Financial Instruments (IFIs) in 

the COMCEC member countries of The Gambia, Nigeria and Sierra Leone (Project No. 2014-

GAMFINAN-061). Given that the above mentioned countries have significant Muslim 

populations, logic dictates that IFIs should be more widely available in their respective markets. 

The project ran from April to September 2015 and was implemented by the Financial 

Supervision Department (FSD) of the Central Bank of The Gambia (CBG), through a Project 

Implementation Team (PIT) which comprised of a Focal Person (Mr. Bai Madi Ceesay, MOFEA), 

the Responsible Authority for the implementation of the project (Mr. Essa A.K. Drammeh, CBG), 

a Project Coordinator (Mr. Alieu B. Senghore) and the FSD Team. 

 

Project No. 2014-GAMFINAN-061 (also referred to herein as the “Project”) primarily aims to 

enhance financial literacy and the understanding of Islamic Financial Instruments (IFIs) with a 

view towards increasing their availability in The Gambia, Nigeria and Sierra Leone (also referred 

to herein as the “Project Countries”). The Project also seeks to increase the awareness of IFIs, 

especially within key target groups that are critical nerves of any successful IF business model. It 

is envisaged that an increase in the level of awareness and the visibility of IFIs within the 

targeted countries will have spill-over effects in other countries in Sub-Saharan Africa, while 

also strengthening the solidarity between COMCEC member states. The project has 3 main 

deliverables, namely:-  

• The preparation of a baseline survey by the CBG to gauge the current levels of literacy, 

availability and awareness of IFIs in the Project Countries, 

• A joint study tour to Malaysia for a team of Banking Supervisors drawn from the CBG, the 

Central Bank of Nigeria (CBN) and the Bank of Sierra Leone (BSL) to learn more about 



2 

 

Malaysia’s successes in promoting IFIs to see which lessons can be learned from its 

experiences, 

• A regional workshop in The Gambia with participants drawn from the banking and insurance 

supervisors from the Project Countries and Malaysia to deliberate on the mechanisms that 

can be put in place to build Islamic Finance (IF) from a strategic perspective, with 

participants expected to focus discussions on IF development strategies that prominently 

feature shared regional initiatives.  

 

The study tour to Malaysia was facilitated by Bank Negara Malaysia (BNM) - Central Bank of 

Malaysia – and took place between July 27 and August 7, 2015.  

 

1.2 Terms of Reference for the Team   

The Team for the study tour was comprised of ten members - four from the CBG and three 

from BSL and CBN respectively. The participants of the study tour needed to have a minimum of 

4 years of experience in a Senior Supervision role and a keen interest in Islamic Finance. The 

detailed objectives and expected output from the tour are outlined below. 

 

1.2.1 Objectives of the Study Tour 

The main objectives of the study tour were:   

• Familiarize the team members with the key institutions that form the cog of a viable Islamic 

Finance industry; hence all the institutions that help to support the industry and the role 

that they play in supporting the value chain.  

• Give the study tour participants an opportunity to get an overview of the operations of 

some of the institutions that make up the value chain and the level of expertise in Islamic 

Finance needed at these institutions so that they can successfully fulfill their mandate, 

notably: 

o Regulators. 

o Private sector participants (an institution that offers Islamic financial services, 

preferably an Islamic Bank). 
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o Training Institute: This can be a tertiary or professional training Institution to get an 

overview of the curriculum and what it takes to run such an institution. 

• Get an understanding of the broad development strategy that Malaysia adopted to 

promote Islamic Finance and ascertain whether it can be adapted in The Gambia, 

Nigeria and Sierra Leone. 

 

1.2.2 Expected Output 

The expected outputs from the Study Tour are: 

• The Study Tour Team should have a good overview of the institutions which make 

up the Islamic Finance value chain and the role of each institution within the value 

chain. 

• Gain insights on the nature and key aspects of the operations of all the different 

regulatory institutions that regulate the broad Islamic Finance sector focusing on:  

o Operational structure. 

o Level of expertise in Islamic Finance of key personnel. 

o Current regulatory framework in place for their respective sectors 

and the evolution of the regulatory framework. 

o Role they played in building up their respective sectors. 

• Meet with a private Islamic financial institution (preferably a bank) to get  an overview 

of the following: 

o Organizational structure. 

o Products and Services offered. 

o Level of expertise of key personnel. 

o Business model. 

o Key challenges and constraints. 

• Meet with a tertiary or training institution dedicated to Islamic Finance to gain insights 

on the following dimensions:  

o Organizational and ownership structure. 

o Evolution of operations. 

o Curriculum. 
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o Level of expertise of key personnel. 

• The preparation of a report to present the key findings from the study tour. 

1.3 List of Study Tour Participants 

Table 1 below outlines the delegates from the respective central banks of The Gambia, Nigeria 

and Sierra Leone that attended the study tour. The Gambian delegation was led by the First 

Deputy Governor of the Central Bank of The Gambia, Mr. Basiru Njai. The Nigerian delegation 

was led by Mr. Ma’azu Muhammad Lere Wada, Assistant Director, Financial Policy Department 

of the CBN, who in his capacity as one of the key drivers of the CBN’s Islamic finance initiatives 

has engaged with the BNM on a number of occasions on account of the CBN’s strategic 

engagement with BNM as well as its membership with the Islamic Financial Services Board 

(IFSB). The team leader for the Sierra Leone delegation was Mr. Saffa Sam, Senior Manager at 

the Banking Supervision Department of BSL. 

 

Table 1: Study Tour Participants 

NAME INSTITUTION 

 

POSITION/ROLE 

 

Mr. Basiru A.O Njai Central Bank of The Gambia 

 

First Deputy Governor and 

Responsible for Financial 

Sector Supervision 

 

Mr. Pa Alieu Sillah Central Bank of The Gambia 

 

Commissioner of Insurance 

 

 

Mr. Essa A.K. Drammeh 

 

 

Central Bank of The Gambia 

 

 

Director, Financial Supervision 

Department 

 

Mr. Sulayman J.K. Cham Central Bank of the Gambia 

 

Bank Examiner, Financial 

Supervision Department 

 

 

Mr. Saffa Sam 

 

Bank of Sierra Leone 

 

Senior Manager, Banking 

Supervision 
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2. STUDY TOUR HIGHLIGHTS 

 

2.1 Overview  

The study tour afforded the delegates the opportunity to meet key institutions in the Islamic 

Finance value chain in Malaysia, with all the meetings being facilitated by BNM. One of the key 

highlights of the study tour was the meeting between the team leaders of the respective 

country delegations and the Responsible Authority for the Project with BNM Assistant Governor 

Dato Bakarudin Bin Ishak, who is responsible for the Islamic Finance and Takaful Department of 

BNM, amongst other departments. This meeting, which was not initially envisaged in the 

initially terms of reference, was facilitated by the Central Banking Services Department of BNM, 

through the initiatives of its Head, Ruziana binti Mohd Mokhtar and her Team, in recognition of 

the high level delegation that attended the study tour, headlined by the First Deputy Governor 

of the Central Bank of The Gambia, Mr. Basiru Njai. 

 

This meeting was one of the key highlights of the study tour as it afforded an engagement 

amongst participants that are responsible for strategic decision making at their respective 

institutions, and as such laid the foundation for the potential development of a strategic 

Mr. Hassan Tejan 

 

Bank of Sierra Leone 

 

Senior Manager, Banking 

Operations 

Mr. Yusufu Bangura 

 

Bank of Sierra Leone 

 

Senior Manager, Research 

Department 

Mr. Ma’azu Muhammad Lere 

Wada 
Central Bank of Nigeria 

 

Assistant Director, Financial 

Policy Department 

 

Mr. Abdul-Azeez Barau 

 

 

Central Bank of Nigeria 

 

Assistant Director, Banking 

Supervision Department 

 

Mr. Maishanu H. Abubakar 

 

Central Bank of Nigeria 

Manager,  Other Financial 

Institutions Supervision 
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relationship between the Central Banks of The Gambia and the Bank of Sierra Leone to develop 

the broad Islamic Finance sectors of their respective countries. This is an arrangement that the 

CBN already has with BNM and a move by the CBG and the BSL to do same will be a significant 

achievement. This meeting was laid the foundations for this to be achievable in the near term 

and as such, represents a key achievement of the Project. 

 

2.2 Malaysia’s Islamic Finance Ecosystem 

The BNM team gave the delegates a detailed overview of the evolution of Malaysia’s Islamic 

finance ecosystem. Their experiences indicate that their journey in building and developing 

their system was pragmatic, gradual and took place in five different phases. 

• Phase I from 1983 to 1992 - The legal, regulatory and Shariah framework were built 

as starting foundations. This phase was considered as a necessary prerequisite for 

instituting a strong foundation for Islamic finance.  

• Phase II from 1993 to 2000 - The number of players in Islamic finance was 

increased and the financial market was developed as Shariah interpretations of 

issues regarding products and services were harmonized. This phase is regarded as 

the time of institutional building, stimulation for efficient competition, activity 

generation and market vibrancy.  

• Phase III from 2001 to 2009 - Market liberalization was introduced, infrastructure 

was upgraded and the overall Islamic finance landscape was strengthened. 

Positioning Malaysia as an international Islamic finance hub was envisaged, 

resultantly, there was comprehensive move to adopt best practices international 

standards in all matters pertaining to Islamic finance.  

• Phase IV from 2010 and beyond - The diversity of players and instruments was 

increased; dynamics of the financial markets were enhanced. The financial linkages 

with other jurisdictions were improved while the institutionalization of Islamic 

finance was enhanced. The Financial Sector Blueprint, Shari’ah Standards, Islamic 

Financial Services Act and Shari’ah Leadership Education as human capital 

development were all introduced during this phase. Institutions like INCEIF, ISRA, 

IBFIM, etc., were all co-established by the BNM with other actors to help develop 
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the supporting institutions that are critical for the development of the broad Islamic 

finance sector.     

A detailed overview of the evolution of Malaysia’s various Islamic finance sectors and 

operational highlights of key institutions within the ecosystem is provided in Appendix 2. 

 

2.3 Highlights of Meetings  

A summary of interactions with all the institutions that the study tour delegates met in 

Malaysia is provided below. A detailed list of the individuals/institutions that were met during 

the tour is outlined in Appendix 1.  

 

Bank Negara Malaysia (Malaysian Central Bank) 

Bank Negara Malaysia (BNM) is responsible for the regulation of the broad financial sector. The 

officials of Bank Negara Malaysia (BNM) took delegates through a number of presentations on 

the following topics: 

• Roles and functions of BNM. 

• The evolution of the Islamic Finance sector in Malaysia. 

• Legal and regulatory framework that governs broad financial industry in Malaysia. 

• The Islamic Finance ecosystem, including regulatory framework. 

• The modalities of BNM’s Sharia Advisory Council. 

• Dispute Resolution framework. 

• Broad modalities of different financial and capital market instruments. 

 

Islamic Banking and Finance Institute of Malaysia (IBFIM)  

The Islamic Banking and Finance Institute of Malaysia (IBFIM) is an industry-owned institute 

that was formed in 2001 that is dedicated to producing a well-trained and competent pool of 

talent in Islamic Finance. The delegates interacted with IBFIM on matters relating to: 

• IBFIM’s mandate. 

• IBFIM’s operating model. 

• IBFIM’s ownership and governance structure. 

• Certifications offered by IBFIM. 
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Islamic Capital Market Department of the Securities and Exchange Commission 

The Securities and Exchange Commission (SEC) is the broad regulator of the capital markets. 

The delegates met with the department that is responsible for regulating Islamic capital market 

activities. The unit is responsible for the development and regulation of Shariah compliant 

capital markets products and trading platforms where such products are traded. The delegates 

were taken through the following: 

• The Department’s objects and mandate. 

• Its governance structure. 

• Highlights of its regulatory framework. 

 

Islamic Deposit Insurance Scheme (IDIS) 

The Islamic Deposit Insurance Scheme (IDIS) was established in September 2005 following the 

enactment of Malaysia Deposit Insurance Corporation Act.  The scheme is administered by 

Perbadanan Insurance Deposit Malaysia (PIDM), also known as the Malaysian Deposit Insurance 

Corporation. It operates a dual deposit insurance system – Islamic and conventional. The 

delegates were taken through the PIDM’s history and evolution, governance structure and 

operational model. 

 

International Centre for Education in Islamic Finance (INCEIF) 

The International Centre for Education in Islamic Finance (INCEIF) was established by BNM in 

2005 as a dedicated training institution to nurture talent in Islamic Finance. It is one of many 

initiatives undertaken by Malaysia to develop and nurture talent and experts under its vision of 

developing Malaysia as the premier International Islamic Finance Centre. INCEIF is one of the 

leading Islamic Finance training institutions in the world. 

 

To complement its mission to produce world-class talent for the global Islamic finance industry, 

INCEIF, as a knowledge leader in Islamic finance, offers industry-focused executive education 

that includes customized executive programs. INCEIF’s research unit carries out academic and 

commercial research which provides trend analysis, economic growth indicators and specific 

cross border business strategy. It offers three postgraduate programs in Islamic finance, namely 
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Masters in Islamic Finance Practice (MIFP), Master of Science in Islamic Finance (MSc) and PhD 

in Islamic Finance. 

 

International Shariah Research Academy for Islamic Finance (ISRA) 

The International Shariah Research Academy for Islamic Finance, more commonly known by its 

acronym, ISRA, was established to promote applied research in the area of Shariah and Islamic 

Finance. It is a repository of knowledge for Shariah views (fatwas) and undertakes studies on 

contemporary issues in the Islamic Finance industry. Moreover, ISRA contributes to 

strengthening human capital development in Shariah expertise relevant to Islamic Finance and 

provides a platform for greater engagement amongst practitioners, scholars, regulators and 

academicians via research and dialogue, in both the domestic and international arenas.  

 

Malaysian Insurance Institute (MII) 

The Malaysian Insurance Institute (MII) was founded in 1968 as a non-profit organization. It is a 

professional body and education institute for the Malaysian insurance industry that conducts 

an average of 300 technical training programmes annually for brokers, adjusters, reinsurers, 

regulators from Malaysia and other countries.  It is also the examination centre for the 

insurance industry, conducting 32 major examinations for the local industry that cover about 

60,000 candidates annually. It offers internationally recognized certifications in insurance, risk 

management and financial planning. It is highly respected as a regional center that offers an 

extensive range of quality education programs and training courses for professionals in the 

insurance and financial services industry.   

 

Tabung Hajji (TH) / Pilgrims Fund Management 

Tabung Hajii (TH) was established in 1963 under Parliament Act No.34 (1962) as an avenue for 

Malaysians to build up savings towards performing their Hajj. In 1969, in accordance with 

Parliament Act 1969, TH was set-up as a quasi-government body. It continued to operate under 

this mandate until 1995, when the New Tabung Haji Act 535 (1995) was passed and enacted by 

Parliament to enable TH to extend its business to Shariah-compliant investments areas in order 

to maximize the return of investments for its depositors.  TH’s main businesses are managing 
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people’s investments/savings towards their pilgrimage and coordinating all services required by 

Malaysian pilgrims. 

 

Bank Islam and Maybank Islamic 

Bank Islam is the first Islamic Bank in Malaysia and started operations in 1983 while Maybank 

was the first Malaysian conventional commercial bank to offer Islamic financial services through 

“window” concept in 1993. The study tour team met with representatives of both banks and 

were taken through their historical evolution, operational model and governance structure 

amongst other salient issues.  

 

3. LEARNING POINTS 

 

3.1 Overview 

The key learning points of the study tour which are outlined in the sections below, represent an 

assemblage of the views put forth by the respective delegations from the CBG, the CBN and the 

BSL.  Accordingly, it represents the key consensus learning points that emerged from the study 

tour from all of the participants. 

 

3.2 Leadership Role of Bank Negara Malaysia 

BNM provided leadership to promote and maintain Islamic finance in Malaysia and worldwide 

through financial support and institutional capacity building. The Bank contributed to the 

establishment and operation of the following support institutions in Malaysia e.g. INCEIF, ISRA, 

IBFIM, SAC, IFSB, IILM, LHC etc. Thus, our respective central banks need to provide similar 

leadership support in Islamic finance. Separate regulation and supervision of Islamic financial 

institutions from conventional institutions should be encouraged.  

 

The experiences of Malaysia show that developing an ecosystem for an effective Islamic 

financial market consists of the following building blocks:- 

• Legal and regulatory framework. 

• Shariah governance framework. 
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• Government support.  

• Tax framework. 

• Talent pool. 

• Diverse pool of players. 

• Strong intermediation institutes. 

 

3.3 Recognition of the Uniqueness of Islamic finance 

The Malaysian authorities recognized that Islamic finance has a unique structure with 

distinctive risks associated with it which put Islamic financial institutions at a disadvantage in 

areas such as taxation, stamp duty law, company law, land law and procedural laws. The 

Malaysian authorities took note of this in building a conducive legal system to facilitate and 

support the development of the sector. Laws were also reviewed and harmonized with a view 

to providing for tax neutrality. These are examples that the project countries will need to 

replicate in the development of their respective Islamic finance sectors. 

3.4 Importance of Legal and Regulatory Framework 

3.4.1 Legal and Regulatory Environment  

A key aspect of Malaysia’s Islamic finance regulatory framework is the formal recognition of a 

dual financial system (conventional and Islamic) in the laws. This was supported by the 

development of separate regulations and guidelines for Islamic financial institutions. This 

highlights the need for the project countries to leverage on the work of IFSB, AAOIFI and some 

regulators such as BNM and address specificities of Islamic finance in shaping their respective 

regulatory environments. Lessons can be learned from the CBN in this regard, as its 

membership to the IFSB and its MoU with BNM to support the development of its Islamic 

finance sector has reflected in the significant advances that it has made in the development of 

its regulatory framework. It has thus established an implementable road map which presents 

an interesting case study for the CBG and the BSL. 

 

A key anchor of any Islamic finance regulatory framework is the establishment of a Shariah 

compliance and governance framework. Key elements of BNM’s framework are as followings:- 
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• They have an apex Shariah Advisory Council (SAC) at the Central Bank level which 

provides guidelines and reviews on Shariah matters. 

• There are statutory Shariah Committees that need to be set up at the level of financial 

institutions. 

• Financial institutions are required to have Shariah Compliance and research functions 

i.e. Shariah Risk Management Control, Shariah Review, Shariah Research and Audit. 

 

3.4.2 Supervisory Framework 

It is important to have a codified supervisory framework for Islamic financial institutions and a 

lot can be learned from BNM in this regard. It has adopted a risk-based supervisory framework 

which is applied to both conventional and Islamic banks. However, the assessment of the risk 

profile and quality of risk management takes cognizance of the nature of assets (Murabaha, 

Ijara, Salam, Musharakah, Mudaraba, Istisna, Sukuk, etc.) and risks which are unique to Islamic 

financial institutions such as unrestricted investment account holders’ protection, Shari’ah non-

compliance risk, rate of return risk, fiduciary risk and displaced commercial risk. 

 

3.5 Importance of Having a Dedicated Department for Islamic Finance 

In order to enhance the effectiveness of the regulation of Islamic finance, the BNM has a full-

fledged department, with a substantive director dedicated to the regulation of Islamic finance 

(Banking and Takaful). The department is known as ‘Islamic Banking & Takaful Department’. 

However, banking supervision, which is handled by Banking Supervision Department, is 

comprised of two Divisions; Islamic Banking Supervision Division and Other Supervision 

Divisions. 

 

3.6 Importance of Liquidity Management 

The Islamic finance industry in Malaysia has made significant progress in terms of liquidity 

management. The management of liquidity is aided by a vibrant Islamic Money Market and 

robust instruments such as Commodity Murabaha and Sukuk. This has afforded the delegations 

from the three countries better awareness of liquidity management tools. Malaysia uses 
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Collateralized Murabaha as a lender of last resort facility. The facility is based on Commodity 

Murabaha in which acceptable collateral is used to support it. 

 

3.7 Importance of Developing the Islamic Finance Sector in Stages 

The development of regulatory framework in Malaysia was gradual and in the following 

phases:- 

• Phase I: Institutional foundation building, 1983-1992. 

• Phase II: Public awareness campaign, development of financial markets and 

harmonization of Shariah interpretation, 1993 – 2000. 

• Phase III: Comprehensiveness and institutionalization through creation of separate 

regulation for Islamic finance, enhance Shariah governance and compliance as well as 

development of regulations based on IFSB Standards, 2001 – 2009. 

• Phase IV: Market liberalization, upgrading infrastructures and strengthening overall 

Islamic finance landscape, through the issuance of the Islamic Financial Services Act 

2013 (IFSA 2013) and the Financial Services Act 2013 (FSA 2013), governing Islamic 

windows, 2010 and beyond. 

3.8 Interesting Anecdotes 

A summary of some interesting anecdotes from the BNM’s Islamic finance development story 

include: 

• The issuance of specific guidelines on Islamic capital markets and formal recognition of 

dual financial system - conventional and Islamic was key.  

• No comingling of Islamic assets and conventional assets was strictly enforced.  

• The use of Islamic banking windows to increase visibility of Islamic banking and finance 

was critical. However, the conversion of Islamic windows to Islamic subsidiaries was 

encouraged. 

• Islamic windows for Takaful operations were not allowed.  

• Senior officers from both regulators and operators embarked on part and or full time 

training courses in Islamic finance e.g. Deputy Governor went back to school to study 

Islamic finance, demonstrating the level of commitment at the level of senior 

management at the BNM. 
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4. CONCLUSIONS & RECOMMENDATIONS 

 

4.1 Conclusions 

The study tour to Malaysia confirmed that the country is an important hub for Islamic Financial 

products, services and training. The tour also confirmed that the BNM is keen to engage with 

partners internationally to help develop their respective Islamic financial industries. Hence the 

study tour afforded the CBG and the BSL in particular, the opportunity to officially engage with 

the BNM and lay the grounds for the development of a deeper working relationship, following 

the example of the CBN. It is hoped that these efforts will eventually lead to the CBG and the 

BSL also signing an MoU with the BNM to help develop their respective Islamic finance sectors. 

 

The study tour added significant value to the delegations’ understanding of the practical 

aspects of regulation, supervision and operations of Islamic financial institutions and the broad 

interplay of all the institutions that make up the Islamic finance ecosystem. However, it also the 

outlined the challenges facing the broad Islamic finance industry which include: 

• Innovation of robust products to satisfy the needs of businesses. 

• The need for harmonization of Shariah principles. 

• Dearth of Human capital including Shariah advisors. 

• Divergent accounting standards. 

• Challenges in introducing an adequate risk management framework.  

• Challenges with liquidity management. 

• Mimicking of conventional banks. 

• Public education and enlightenment issues. 

• Challenges with implementing a Deposit insurance scheme. 

 

The above challenges highlight the need for regional and international cooperation at the level 

of countries and counterpart institutions that make up the Islamic finance ecosystem to join 

hands to solve these joint challenges. This demonstrates the importance of increasing 

engagements with institutions like the OIC, the Islamic Development Bank (IDB) and other like 

institutions that fund programs that promote this objective.  
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4.2 Recommendations 

Outlined below, are the joint recommendations from the CBG, the CBN and the BSL that 

emerged from the study tour. 

 

• The Ministry of Finance, Ministry of Justice and the financial system regulators of 

Nigeria, The Gambia and Sierra Leone should collaborate, through an Inter-Agency 

Framework to advance the cause of Islamic finance through the development of laws, 

regulations and issuance of robust liquidity management instruments in order to 

facilitate the smooth take-off/functioning of Islamic banking, Takaful, Islamic deposit 

insurance, Islamic pension management and Islamic money and capital markets 

operations. 

 

• The CBN, The Central of The Gambia and Bank of Sierra Leone should exploit all 

opportunities for technical assistance and capacity building offered by counterpart 

institutions like BNM and multilateral institutions such as OIC, IDB, IFSB, etc.  

 

• The CBN’s development framework has incorporated a lot lessons from the experiences 

of the BNM and as such represents an important example for the CBG and BSL both in 

terms of providing a roadmap for the development of Islamic finance, especially at the 

regulatory level as well as providing learning points on implementation bottlenecks and 

challenges, which should be taken into consideration in the respective policy 

prescriptions of the CBG and BSL. 

 

• Nigeria has developed a framework which could allow for the issuance of a Sovereign 

Sukuk in the near term. This reinforces the need for the CBN to work hand in glove with 

The Ministry of Finance of Nigeria for the structuring and issuance of Sovereign Sukuk in 

Nigeria, which could be an important anchor for eventual issuances of Sukuks by The 

Gambia and Sierra Leone. The Sukuk can be used to finance infrastructural development 

and provide Shari’ah-compliant investment channel for non-interest banks.  
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APPENDIX 1 – OFFICIALS MET DURING THE STUDY TOUR 

The table below outlines the names and designations of the various officials that were met 

during the study tour. 

 

Table 2: Officials Met During Study Tour 

NAME POSITION 

 

INSTITUTION 

 

Dato Bakarudin Bin Ishak Assistant Governor Bank Negara Malaysia 

Dr. Hamim S.A. Mokhtar Deputy Director Bank Negara Malaysia 

Ms. Intan Zainura Deputy Director Bank Negara Malaysia 

Mr. Rustam Mohd Idris Deputy Director Bank Negara Malaysia 

Ms. Hasmawati Hashim Manager 
Bank Negara Malaysia 

Mr. Muhammad Zaki Shah Executive  
Bank Negara Malaysia 

Ms. Iqtidar Hasanan Senior Executive Bank Negara Malaysia 

Ms. Nurhayati M. Khalid Manager Bank Negara Malaysia 

Mr. Wafiuddin Bin Ahmad Associate Analyst Bank Negara Malaysia 

Ms. Norhazwany B.H Kamil Associate Analyst Bank Negara Malaysia 

Ms. Azren R.B. Aziz  Analyst Bank Negara Malaysia 

Ms. Rabiatul A.A. Rahman Analyst 
Bank Negara Malaysia 

Ms. Norliah Aman Senior Supervisor 
Bank Negara Malaysia 

Ms. Uml Kalthom Supervisor 
Bank Negara Malaysia 

Ms. Nurhazrina Hamzah Senior Supervisor Bank Negara Malaysia 

Mr. Hafiz Eing Supervisor 
Bank Negara Malaysia 

Ms. Harfeezah Ariff Senior Supervisor 
Bank Negara Malaysia 

Ms. Symhasinah Hamdan Analyst 
Bank Negara Malaysia 

Ms. Siti Hasmah Mhamed Analyst Bank Negara Malaysia 
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Dato’ Sayeed M. 

Kamarulzaman 
CEO 

Malaysian Institute of 

Insurance 

Mr. Radzuan Tajuddin 
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APPENDIX 2 – EVOLUTION OF MALAYSIA’S ISLAMIC FINANCE INDUSTRY 

 

1. Islamic Banking Industry 

The evolution of Islamic banking started in Malaysia with the enactment of the Islamic Banking 

Act, 1983. Thus, the regulatory approach through this evolution was in phases:- 

  

Phase (1): Creating specific legislation for Islamic banking was embarked on, as a result Islamic 

Banking Act 1983 (IBA) was enacted. BNM’s scope of power was specified to administer Islamic 

banks in the country. Islamic banks’ scope of business was accorded, given them flexibility to 

undertake broad range of Shariah - compliant businesses. Provision to establish Shariah 

advisory body was incorporated. The strength of conventional system’s regulatory framework 

was capitalized on to develop that of Islamic banks. BNM leveraged on existing regulatory and 

supervisory framework to develop guidelines for Islamic banks. However, lack of international 

benchmark for Islamic banks was a major issue. In order to address similar risks in Islamic 

finance as well as conventional banking, capital adequacy, corporate governance, single 

customer exposure limit, risk management and related party transactions were formulated. 

Addressing tax issues was inevitable in order to provide level playing field with conventional 

banking transaction, and to avoid double taxation of Islamic banking transactions, RPGT and 

Stamp Act were introduced.  

 

Phase (2): Leverage on the previous steps and introduce modification to existing regulations to 

address unique features of Islamic banking and ensure compliance with Shariah e.g. Specific 

disclosure requirements for Islamic windows was issued. Issuance of specific regulation on 

Islamic windows operation to ensure Shariah compliance and to ensure that no co-mingling of 

funds exist, hence, proper allocation of funds for Islamic banking operation. Promotion of 

transparency in products and services was encouraged; as a result, a centralized Shariah 

Advisory Council (SAC) was established at BNM level. This gives mandate to oversee uniformity 

of Shariah interpretation within Malaysia’s Islamic banking and Takaful industry.  

 



19 

 

This was possible through leveraging on existing act – Banking and Financial Institutions Act 

1989 (BAFIA). Massive decisions were also taken by BNM to allow conventional banking 

institutions to conduct Islamic banking business (via Islamic windows). These increased the 

number of players in the market, thus, financial markets were developed to help harmonize 

Shariah interpretation amongst the players of the industry. Establishment of Islamic Interbank 

money market was also introduced in this phase to address liquidity issue between players.  

 

Phase (3): The existing framework was modified to address salient characteristics of Islamic 

banking. Adaption of existing sound practices and formulates specific policies to address Islamic 

banking characteristics were also coordinated e.g. Financial Reporting for Islamic Banking 

Institutions, regulations based on international standards issued by Islamic Financial Services 

Board (IFSB) Basel Committee on Banking Supervision (BCBS) were adopted. Specific regulations 

to address specificities of Islamic banking were developed. Distinct regulations developed in 

that aspect include, Framework on Rate of Return, Profit Sharing Investment Account (PSIA) as 

risk absorbent and Late Payment Charges. Shariah compliance and governance mechanisms 

were established so as to issue Shariah Governance Framework for Islamic Financial 

institutions.  

 

Phase (4): New legislation for financial services was issued.  Islamic Financial Services Act 2013 

(IFSA) amalgamates four acts namely: Islamic Banking Act 1983, Takaful Act 1984, Payment 

Systems Act 2003 and Exchange Control Act 1953. Financial Services Act 2013 (FSA) was also 

issued where Islamic windows were governed through. Clarity in application of Shariah 

contracts and distinct products were introduced. More specification for Islamic banking 

windows emerged. Redefinition of Investment Account framework and issuance of Shariah 

standards and operational requirements followed suit.  

 

2. Takaful Industry:- 

Takaful industry was established in 1982 by a special task force (Badan Perunding Islam). In 

1984 Takaful Act was enacted to govern the conduct of Takaful business in compliance with 

Shari’ah principles. In 1985 the first Takaful operator (Syariakat Takaful Malaysia) was 
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established. The supervision of Insurance and Takaful industry was added to the mandate of 

BNM in 1988 as an integrated approach in the regulation and supervision of major financial 

institutions. During this era the industry was heavily regulated driven by regulatory policy 

objectives. Focused on establishing sound structure of financial institutions was prominent.  

 

Since then, the expansion of Takaful operators became prominent; doors were opened up to 

international operators to encourage healthy competition. In 2013 the new Islamic Financial 

Services Act was enacted to govern all major financial institutions in Malaysia. Takaful industry 

has shown remarkable growth since its inception. Average growth of Takaful net contributions 

for the 5 years are at 12.7% while average growth of Takaful funds assets was at 13.7%. In the 

year 2013, total Takaful net contributions accounted for 13.3% of total premiums and 

contributions in the insurance and Takaful industry.  

 

Overall, supervision process is broadly similar for both conventional insurance and Takaful. 

Clearly defined supervisory authority is given to BNM. Adequate legal powers and operational 

independence were prominent in the industry. Accountability and transparency was key in the 

industry to instill public confidence. International supervisory standards provided by IAIS are 

adhered to with some amendments to address specificities of Takaful operations. 

 

Family Takaful 

Takaful myHealth Protector: It is a comprehensive medical plan that offers the most attractive 

range of in-patient and out-patient healthcare benefits together with 15% Cash Back when no 

claims are made in a year. 

 

Takaful myHealth Protector offers: 

• Choice of 8 comprehensive and affordable medical plans with no cost sharing, 

• Hassle-free hospital admission and bill settlement at panel hospitals, 

• Comprehensive coverage with no lifetime limit up to age 85 years, 

• 15% cash back for no claims, and  

• 24-hour worldwide emergency referral assistance service. 
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Takaful myMortgage: gives you a safeguard to your home and family against the unexpected 

events which may lead to the possibility of losing homes. The plan is for individuals between 18 

to 65 years old.  

 

Investment Funds  

Takaful Malaysia has a wide range of funds to choose from based on individual financial goals 

and investment objectives at different stages of life. Holders can opt to top up their 

investments anytime or switch between funds depending on risk appetite. All our investment 

funds are in Shariah-compliant funds and these funds are benchmarked against FBM Emas 

Shariah Index (FBMSI) – a Shariah-compliant benchmark for the Malaysian market adjusted for 

investability, liquidity and transparent ground rules. 

 

General Takaful 

Takaful myPA Care Personal Accident: is a comprehensive Personal Accident Takaful plan that 

allows policy holders to enjoy the magnificent feature of an additional 15%. No Claim Rebate 

from as low as RM0.16 per day. Other features include: 

• Protection + 15% Cash Back*  

• 24 hours worldwide coverage. 

• Wide coverage e.g. Expenses involving Snatch Injury, Repatriation costs, Ambulance 

charges and Purchase of Orthopedic Equipment. 

• Extended benefit includes Riot, Strike and Civil Commotion, Hijacking and Motor Cycling. 

• No medical examination and a hassle free application process.  

• Numerous packages to choose in accordance to your needs and affordability. 

Takaful myMotor: provides cover to vehicles against loss or damage as well as third party legal 

liabilities. The types of coverage available are:  

• Comprehensive Cover - Provides cover against theft or damage to the vehicle caused by 

accidental collision, overturning, fire, impact damage and death/bodily injuries to third 

parties including loss or damage to their properties caused during the accident. 
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• Third Party Cover - Indemnifies the Participant against legal liability arising from both 

bodily injury and property damage to third party. 

Takaful myFire: provides protection for losses to property such as buildings, contents, 

furniture, plant and machinery as well as stock. The basic Fire Takaful covers loss or damage to 

property caused by fire, lightning and explosion of domestic gas cylinders in any building 

provided such building does not form part of any gas works. The certificate may be extended to 

include special perils permitted under the Revised Fire Tariff (RFT). Extensions to cover the 

following perils can also be included for a nominal contribution: 

• Flood 

• Bursting or overflowing of water tanks 

• Impact damage. 

• Malicious damage 

• Riot and Strike 

Takaful myHouse Owners & Householders: is a comprehensive scheme to protect homes, 

belongings and assets from loss or damage caused by any of the following:  

• Fire, Lightning, Thunderbolt, Subterranean Fire, 

• Explosion, 

• Aircraft and other aerial device and/or articles dropped wherefrom,  

• Impact with any of the buildings by any road vehicles, animals not belonging to or under 

the control of the participant or his family, 

• Bursting or Overflowing of Domestic Water Tanks, Apparatus or Pipes, 

• Theft by violent and forcible entry into building, 

• Hurricane, cyclone, typhoon, windstorm, 

• Earthquake, Volcanic Eruption, 

• Flood 
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3. Operators’ Perspective 

3.1 BANK ISLAM 

This presentation was delivered by Finance, Treasury, Product and Shari’ah Advisory 

departments as well as MD’s office of Bank Islam; the bank first opened its door in July 1983 

with the enactment of the Islamic Banking Act 1983. This marked a major milestone in the 

development of the Islamic financial system in Malaysia. Entrusted with the responsibility of 

advancing Islamic banking, Bank Islam was set to capitalize on the Malaysian government’s 

incentives to strengthen the country’s position as an international Islamic financial centre. The 

momentum for the establishment of Bank Islam was also driven by the strong desire of Muslims 

in Malaysia for an alternative form of banking and finance that is based on the principles of 

Shariah law.  

 

Bank Islam’s initial authorized capital was RM500 million with paid-up capital of RM79.9 million. 

In 1997, Bank Islam underwent a restructuring exercise which entailed the incorporation of a 

new holding company – BIMB Holdings Berhad. With this incorporation, BIMB Holdings took 

over listing status. Ensuing the restructuring exercise, the bank’s authorized capital was 

increased to RM2 billion and its paid-up capital to RM500 million. In the same year, Bank Islam 

took the initial step towards expanding overseas with the incorporation of an offshore 

subsidiary in the Federal Territory of Labuan, Malaysia.  

 

As a maiden Islamic bank in the country, Bank Islam was awarded a monopolistic position until 

1993 when three commercial banks – Maybank, Bank Bumiputra and United Malayan Banking 

Corporation - were allowed to operate Islamic windows under the Islamic Banking Scheme. The 

success of these Islamic windows led to the decision by the Ministry of Finance to extend the 

scheme to all financial institutions. In 1999, the second full-fledged Islamic bank, Bank 

Muamalat Malaysia Berhad, commenced operations following the merger between Bank 

Bumiputra and Bank of Commerce in the aftermath of the Asian financial crisis. With the 

introduction of Islamic windows and the liberalization of the banking industry where foreign 

banks were allowed to open Islamic banking units, Islamic banking was no longer the sole 

domain of Bank Islam. The bank offers a wide range of products and services including:- 
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consumer banking, commercial banking, corporate banking, investment in capital market, 

treasury services, cash management, deposit accounts, investment accounts and Zakat 

contributions.   

 

Products and services offered: 

• Personal Banking 

o Al-Awfar: It is an innovative Mudharabah-based account that gives customers 

the opportunity to win cash prizes worth of more than RM6 million a year.  

o Wadiah Savings Account-i: based on Wadiah contract, this facility provides 

hassle-free safekeeping of your money and allows easy access for withdrawals 

whenever needed. 

• Basic Savings Account (BSA): the objective of the product is to ensure that the Malaysian 

public, especially the low-income consumers, have access to basic banking services at 

minimal costs. Thus, all BSA holders will enjoy a service charge on only RM0.53 for the 

first two transactions for MEPS IBG. 

• Basic Current Account (BCA): holders are provided with cheque book facility (but no 

overdraft facility is allowed). All the deposit transactions via electronic channels are at 

no cost to the deposits. 

• Term Deposit-i (Tawarruq): Is a capital guaranteed deposit account that allows you the 

flexibility of managing funds according to short or long-term needs of depositors. 

• Bank Islam Card (“BIC”): is the first purely Shariah contract based credit card offered to 

Muslims and non-Muslims in Malaysia. This card is completely free from any riba or 

gharar. 

o Types of Bank Islam Card-i 

� World MasterCard Card-i 

� Platinum MasterCard Card-i 

� Platinum Visa Credit Card-i 

� Bank Islam – Alumni UiTM Platinum MasterCard Card-i 

� Gold & Classic Card-i 
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3.2 MAYBANK ISLAMIC 

The paper was presented by Mr. Arshad M. Ismail the bank’s Executive Vice President. In1993 

Maybank was the first Malaysian conventional commercial bank to offer Islamic financial 

services through “window” concept:- 

• On 1
st

 January 2008, Maybank Islamic Berhad (Maybank Islamic) was incorporated as a 

wholly owned subsidiary of Maybank. 

• As at December 2012, Maybank Islamic products and services are available at 507 

branches and various distribution channels nationwide. 

• Maybank Islamic Banking Group (MIBG) is the Islamic banking arm of the Maybank 

Group. 

• Maybank Islamic Berhad is a fully-fledged universal Islamic Financial institution and 

offers comprehensive and differentiated products and service to customers. 

The strength of collaboration across the House of Maybank around the globe through the 

leverage of the Group’s policies, infrastructure and resources including distribution channels, IT 

system and platforms as well as front and back-office support operations enabled Maybank 

Islamic to reap the benefits of economies of scale and reduced duplication of resources.  

 

The following products and services are provided by Maybank Islamic:- 

• General Investment Account-i, this is a Shariah-compliant investment account based on 

Mudharabah (profit sharing) concept. 

• Profit Now! Account-i, it is a Shariah-compliant term deposit account based on 

Murabahah concept (cost-plus sale).  

• Yippie-i Savings Account is a savings account based on the Shariah concept of 

Mudharabah (profit-sharing) tailored for children below 18 years. 

• Islamic Cross Currency Swap (ICCS) is an agreement between two parties to exchange 

one series of profit payments in one currency for a series of profit payments in another 

currency over a fixed period of time 

o ICCS features: The profit payments are made through the execution of series of 

underlying Shariah contracts. 
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o The Shariah Structure of ICCS: 

� Bai' Sarf, this refers to sale of currency exchange i.e. buying and selling of 

foreign currencies, 

• Wa'd, Undertaking/Promise 

4. Other Market Players 

4.1 Islamic Capital Market (ICM) 

To promote Malaysia as the international hub of Islamic finance, Bursa Malaysia has established 

an Islamic Markets team dedicated to the development of Shariah compliant capital markets 

products and trading platform. 

 

Islamic capital market (ICM) transactions are carried out in ways that do not conflict with the 

conscience of Muslims and the religion of Islam. Here, there is assertion of religious law so that 

the market is free from activities prohibited by Islam such as usury (riba), gambling (maisir) and 

ambiguity (gharar). 

 

The ICM is a component of the overall capital market in Malaysia. It plays an important role in 

generating economic growth for the country. The ICM functions as a parallel market to the 

conventional capital market, and plays a complementary role to the Islamic banking system in 

broadening and deepening the Islamic financial markets in Malaysia. 

 

As the market became more complex and sophisticated, it needed supportive infrastructure so 

that the system could operate and function more efficiently and effectively. The SC’s early 

initiative in setting up a dedicated Islamic Capital Market Department (ICMD) within its Strategy 

and Development Business Group was to provide the much needed infrastructure support. The 

mandate of the ICMD is to carry out research and development activities including formulating 

and facilitating a long-term plan to further strengthens the ICM in Malaysia. 

 

ICM Shariah Advisory Council (SAC) was established in May 1996 to advise the Commission on 

Shariah matters pertaining to the ICM. It is a point of reference for the industry and issues 

Shariah rulings on products and services. Members of the SAC are qualified individuals who can 
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present Shariah opinions and have vast experience in the application of Shariah, particularly in 

the areas of Islamic economics and finance. 

 

Today, various capital market products are available for Muslims who only seek to invest and 

transact in the ICM. Such products include the SC list of Shariah-compliant securities, sukuk, 

Islamic unit trusts, Shariah indices, warrants (TSR), call warrants and crude palm oil futures 

contract. Services offered include:- 

• Special Incentives 

• Shariah Parameters: Shariah Parameters on Islamic Exchange-Traded Fund based on 

Gold and Silver 

• i-Advisor – ICM: Shariah Advisor Programme 

• ICM Product and Services Guidelines 

• Revised Screening Methodology 

• Resolutions of the SC Shariah Advisory Council 

• Malaysian ICM Bulletin 

• Members of the SC’s Shariah Advisory Council 

• Shariah Compliance Review for Pre-IPO Securities 

• List of Shariah-compliant Securities by SC’s Shariah Advisory Council 

• List of Registered Shariah Advisers 

• IOSCO Task Force on Islamic Capital Market: Islamic Capital Market Fact Finding Report  

4.2 Commodities Market 

Bursa Suq Al-Sila' is a commodity trading platform specifically dedicated to facilitate Islamic 

liquidity management and financing by Islamic banks. It offers a holistic range of innovative 

Islamic Market products from equities and commodities to Sukuk. Initiated as a national 

project, Bursa Suq Al-Sila' exhibits the collaboration of Bank Negara Malaysia (BNM), the 

Securities Commission Malaysia (SC), Bursa Malaysia Berhad (Bursa Malaysia) and the industry 

players in support of the Malaysia International Islamic Financial Centre (MIFC) initiative. It 

receives close co-operation and strong support of the Ministry of Plantation Industries and 
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Commodities through the Malaysian Palm Oil Board (MPOB), Malaysian Palm Oil Association 

(MPOA) and Malaysian Palm Oil Council (MPOC).  

 

The fully electronic web based platform provides industry players with an avenue to undertake 

multi commodity and multi currency trades from all around the world. This pioneering effort 

cements Malaysia's strength in both Islamic finance and Crude Palm Oil industry. Bursa Suq Al-

Sila' is another innovative offering and the world's first for Malaysia, further strengthening its 

position as an international Islamic financial hub. In effect, Bursa Suq Al-Sila' integrates the 

global Islamic financial and capital markets together with the commodity market. 

 

All businesses and activities of Bursa Suq Al-Sila' are managed by Bursa Malaysia Islamic 

Services Sdn Bhd (BMIS), a wholly-owned subsidiary of Bursa Malaysia which is regulated, 

transparent and fully Shariah compliant. There are about 20 commodities that can be offered 

on Bursa Suq Al-Sila’and approved by the Shariah Advisory Council (SAC) of SC. Three 

commodities which are currently being traded/readily available on the platform include crude 

palm oil (CPO), plastic resin (PE) and RBD palm olein (OLN). 

 

4.3 Islamic Investment & Services 

Malaysia offers a holistic set of Islamic capital market infrastructure, including products, 

stockbrokers, trust funds and debt securities (Sukuk). Currently, there is one full-fledged Islamic 

stock broking company and five conventional stock broking companies that provide Islamic 

windows in the Islamic capital market. In fulfilling the specific needs of private investors, there 

are also asset management companies that manage funds in accordance with Shariah 

principles. These funds offer various investment mandates and invest in Malaysian and foreign 

capital markets, and are open to eligible local and foreign investors. 

 

In order to increase the breadth of Islamic capital market investment offerings, the world’s first 

Islamic real estate investment trust (iREIT), the Al-‘Aqar Healthcare REIT was listed on Bursa 

Malaysia on 10 August 2006. It was set up by KPJ Healthcare which injected six of its hospitals 

into the fund. The second iREIT, the world’s first Islamic Plantation REIT called Al-Hadharah 
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Boustead REIT was subsequently listed on Bursa Malaysia in early 2007. Then, in December 

2008, Axis-REIT was successfully reclassified as Shariah compliant. 

 

MyETF-DJIM25, Asia’s first Shariah compliant exchange traded fund (iETF) was listed on Bursa 

Malaysia on 31 January 2008. MyETF-DJIM25 tracks the Dow Jones Islamic Market Malaysia 

Titans 25 Index – a blue-chip index that tracks the 25 largest listed Malaysian companies that 

comply with Shariah investment guidelines. More iREITs and iETFs are anticipated to deepen 

the offerings as these are attractive asset classes for investors who seek diversification. 

 

4.4 Islamic Deposit Insurance Scheme (IDIS)  

The need for (IDIS) is as followings:- 

• Protect public’s property i.e. deposits,  

• Instill public confidence,  

• Promote financial system stability,  

• Provide level playing field, 

• Implement a Shariah-compliant system, and  

• Complement a comprehensive Islamic financial system 

Based on these factors IDIS was established in September 2005 following enactment of 

Malaysia Deposit Insurance Corporation Act.  The scheme is administered by Perbadanan 

Insurance Deposit Malaysia (PIDM) or known as Malaysian Deposit Insurance Corporation. It 

operates dual deposit insurance system – Islamic and conventional separately. It has an Ex-ante 

system with mandatory membership and endorsed by Shariah Advisory Council (SAC) of Bank 

Negara Malaysia (BNM).  

 

4.5 Tabung Hajji (TH) / Pilgrims Fund Management 

Incorporation of Tabung Hajji was the manifestation of the Government’s concerns over the 

welfares of pilgrims in their pilgrimage to the Holy Land as well as their economic well-being. 

Based on this concern TH was established in 1963 under Parliament Act No.34 (1962). In 1969, 

in accordance with Parliament Act 1969, TH was set-up as a quasi-government body. It 
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continued to operate under this mandate until 1995, when the New Tabung Haji Act 535 (1995) 

was passed and enacted by Parliament to enable TH to extent its business in Shariah-compliant 

investments areas.  These investments allow TH to expand its businesses in order to maximize 

the return of investments for its depositors.  

 

Objectives of TH are:- 

• To invest in Shariah-compliant instruments, 

• To deliver sustainable and competitive returns to the depositors within acceptable level 

of risks, and 

• To preserve capital value of investment.  

TH’s main businesses are Deposit, Hajj Management and Investment. Its core Investments areas 

are Plantations, Islamic Finance and Properties. It is sub-divided into two departments:- 

• Investment department; TH practices Al-Wadiah Yad Dhamanah savings principle which 

is an Islamic banking concept of regular savings, rate of profit is subject to the discretion 

of management, but the amount of depositors' savings are guaranteed by the 

Government. 

• Hajji department; provides and coordinates all services required by Malaysian pilgrims 

to enable them to perform the Hajj in the proper manner, safely and cost effective price 

in obtaining Allah’s acceptance of their pilgrimage.  

4.6 Islamic Money Market Operations 

Islamic Money Market co-exists and operates in parallel with the conventional money market. 

But it has separate cash and securities clearing accounts under RENTAS (RTGS) platform. BNM 

conducts market operations via segregated pools of liquidity and short-term intermediary to 

provide a ready source of investment based on Shariah principles. This channel is essential to 

the functioning of Islamic system facilities in terms of funding and adjusting portfolios over the 

short term. It is also a monetary policy transmission channel.  

 

Islamic Money Market is influenced by monetary policy and general excess liquidity. It is 

obvious that monetary operations in both conventional and Islamic money markets focus on 
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absorbing surplus liquidity, hence liquidity management operation. Therefore, monetary policy 

aims at achieving sustainable growth in an environment of price stability. The policy rate is 

Overnight Policy Rate, currently at 3.25% implemented in the conventional money market.  

 

Types of Islamic Money Market instruments include: 

• Wadiah 

• Wakalah 

• Commodity Murabahah  

• Mudharabah 

• Malaysia Islamic Treasury Bills 

• Islamic Accepted Bills 

• Islamic Negotiable Instruments of Deposits  

• Islamic Commercial Papers 

• Sell Buy Back Agreement 

• Collateralized Murabahah  

• Deposits  

• Government Papers  

• Corporate Debt Papers 

• Repurchase Agreement  

• Central Bank Papers 

• Bank Negara Monetary Notes – Islamic (Ijarah, Istithmar, Murabahah, BBA)  

4.7 Capacity Building Institutions 

Malaysian Insurance Institute (MII) 

MII was founded in 1968 as a non-profit organization. It is a professional body and education 

institute for the Malaysian insurance industry. It provides internationally recognized 

qualifications in insurance, risk management and financial planning. It is highly respected as a 

regional center that offers an extensive range of quality education programs and training 

courses for professionals in the insurance and financial services industry. As at year 2014, there 

are 9 pure life insurers, 18 general insurers, 5 composite and 11 Takaful Operators.   
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MII mandates: it is a professional body that conducts annually an average of 300 technical 

training products for brokers, adjusters, reinsurers, regulators from Malaysia and other 

countries.  It is the examination centre for the insurance industry, conducting 32 major 

examinations for the local industry which cover about 60,000 candidates annually. MII was 

recognized and given the Professional Service Provider of the Year 2007 Award by The Review 

Worldwide Reinsurance in London. It offers the following programs:-   

 

Professional Programs  

• Associate-ship of the Malaysian Insurance Institute (AMII)  

• Diploma of the Malaysian Insurance Institute (DMII)  

• Certificate of MII - Insurance (CMII Insurance)  

• Certificate in Risk Management (CIRM)  

• Registered Financial Planner (RFP)  

Certificated Programs  

• Basic Agency Management Course (BAMC)  

• Basic Certificate Course in Insurance Broking (BCCIB)  

• Intermediate Certificate Course in Insurance Broking (ICCIB)  

• Basic Certificate Course in Insurance Loss Adjusting (BCCILA)  

• Intermediate Certificate Course in Insurance Loss Adjusting (ICCILA)  

• Certificate of General Insurance Actuarial Practices (CGIAP)  

• Agency Management Training Course (AMTC)  

Islamic Banking and Finance Institute of Malaysia (IBFIM) 

Islamic Banking and Finance Institute of Malaysia (IBFIM) was designated as an industry-owned 

institute dedicated to producing well-trained, highly competent personnel and executives with 

the required talent in the Islamic finance industry from February 2001.  

 

The strength of this institution lies in the holistic approach of ensuring that their customers’ 

strategic goals are achieved through result-oriented services. Its mandate is to increase the 
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pool of bankers and Takaful operators who are knowledgeable and competent. This will be 

attained by directed efforts to promote human capital development and to support the 

envisaged growth of the industry via establishing an industry-owned institution on Islamic 

banking and finance dedicated to train and supply a sufficient pool of Islamic bankers and 

Takaful operators as required by the industry. 

 

IBFIM’s mandate is to develop and conduct training programs in Islamic finance. Certify trained 

talents in areas demanded by industry and provide accreditation for trainers and advisers. The 

institution also provides the following services: 

• Business advisory and process documentation services are also provided, as well as 

Shariah advisory, Shariah audit and stock screening services, IT solution certifications for 

Islamic finance industry and knowledge management.  

IBFIM’s power of sustenance comes from four sources.  

• Firstly, its tax-exempt status and as an entity closely under the purview of Bank Negara 

Malaysia. 

• Secondly, IBFIM’s ‘Circuit Board’ provides flexibility and a springboard for training 

products demanded by industry. 

• Thirdly, the STFi provides stability and human capital development linkage with the 

industry. 

• Lastly, variegated industrial experiences and commitment of IBFIM staff significantly 

contribute to sustainability. 

INCEIF 

The unprecedented growth in Islamic finance has put increasing pressure on the supply of high 

quality human capital. This constraint is impacting both the business of today, and the impetus 

to drive the industry into the future. Hence, INCEIF was set up in 2005 by Bank Negara Malaysia 

(the Central Bank of Malaysia). INCEIF is the acronym for International Centre for Education in 

Islamic Finance. It is one of many initiatives undertaken by Malaysia to develop and nurture 

talents and experts under the MIFC (Malaysia International Islamic Finance Centre). 
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To complement its mission to produce world-class talent for the global Islamic finance industry, 

INCEIF, as a knowledge leader in Islamic finance, offers industry-focused executive education 

that includes customized executive programs. INCEIF’s research unit carries out academic and 

commercial research which provides trend analysis, economic growth indicators and specific 

cross border business strategy. It offers three postgraduate programs in Islamic finance, namely 

Masters in Islamic Finance Practice (MIFP), Master of Science in Islamic Finance (MSc) and PhD 

in Islamic Finance. 

 

The institution is the world’s premiere university for Islamic Finance. It brings together leaders, 

academicians, researchers and professionals from all corners of the globe to create a vibrant 

work environment. The seamless integration of diverse cultures brings about a positive, 

productive and passionate atmosphere that is as inspiring as it is challenging. Despite the focus 

on delivering the best of Islamic Finance education and services, being a practitioner of Islam is 

not a pre-requisite for a career at INCEIF.  

 

 ISRA 

The International Shariah Research Academy for Islamic Finance, more commonly known by its 

acronym, ISRA, has been established to promote applied research in the area of Shariah and 

Islamic finance. 

 

It also acts as a repository of knowledge for Shariah views (fatwas) and undertakes studies on 

contemporary issues in the Islamic financial industry. Moreover, ISRA contributes to 

strengthening human capital development in Shariah expertise and will provides platform for 

greater engagement amongst practitioners, scholars, regulators and academicians via research 

and dialogue, in both the domestic and international arenas. Through pioneering research and 

rigorous intellectual dialogue, ISRA aims to promote innovation and dynamism and thus extend 

the boundaries of Islamic finance. It is envisioned that with greater research and dialogue, 

mutual respect and recognition will emerge within the global community of the Islamic financial 

industry. 
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As part of the International Centre for Education in Islamic Finance (INCEIF), ISRA is able to 

leverage on its infrastructure and facilities as well as to tap on the knowledge, expertise and 

resources of its academic faculty and postgraduate students. To provide input and assistance in 

the strategic direction of ISRA’s research, the Council of Scholars, a group comprised of eminent 

local and international Shariah scholars, has been set up. 

 

Objectives of ISRA 

To spearhead and conduct applied Shariah research in Islamic Finance. It is committed in 

specific issues relevant to industry needs and interest, and conducts research on specific issues 

relevant to the needs and interest of the industry such as the followings:- 

• Short-term: Within 3 months, 

• Medium-term: 3 months to 1 year, 

• Long-term: More than 1 year 

Talent Development Program:  

This program was initiated to enrich resources of knowledge in Islamic Finance, in the form of 

discourse, collaborative programs with partners and intellectual dialogue with industry 

practitioners and Shariah scholars 

 

Scholarships:  

• To incentivize Shariah scholars/students to pursue higher educational opportunities in 

the field of Islamic finance.  

• To enlarge cadre of trained Muslim professionals committed to the development of 

both Shariah and Islamic finance. 

•  To act as a financial instrument in the fulfillment of human capital needs in the ever 

changing Islamic financial market. 

Scholar Mentor- Mentee Program: this is a program to further enhancement the status of 

Malaysian Islamic finance scholars at the international level. It provides avenues for the 

development of Shariah practice in Islamic Finance. 
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Industry Forum: this is a platform to update the industry players on recent Shariah 

developments and to foresee future needs. Research Colloquium, International and Regional 

Dialogue, Propagate harmonization and mutual respect in Islamic Finance practices, Inter-

school of Thought Working Group, Council of Scholars Working Group, ISRA Publications and 

Translation Projects are all part of the institution’s mandate.  
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APPENDIX 3 – STUDY TOUR PICTURES 
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