
MODERN TRENDS OF ECONOMIC 
DEVELOPMENT  

ALTERNATIVE BANKING SYSTEM FOR MUSLIM STATES 

MALAYSIA SHOWCASE  
 

By:  

Haji Razli Ramli 

 
1 

SPECIAL PROGRAMME  
Lomonosov Moscow State University 

 15th September 2015  



2 



IBFIM is an industry-owned and Regulator-linked institute whose objective is to serve the needs of the Islamic finance industry 

stakeholders in talent and business development. 
  

Since 2001, IBFIM has been conducting training programmes as well as extending business and Shariah advisory services.  

IBFIM’s tagline “Your Islamic Finance Business Partner” manifests its close rapport with the industry and its wide range of 

services. 
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What is IBFIM? 

Established institutions for talent 

development agenda within the financial 

sector 

 

 FINANCIAL SECTOR BLUEPRINT 2011-

2020 
Recommendation  5.3  

(Bank Negara Malaysia: 2011)  

‘…… to increase the pool of bankers and 

takaful operators who are knowledgeable 

and competent, efforts will be directed to 

promote human capital development 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….’ 

 

 FINANCIAL SECTOR MASTERPLAN 

Recommendation  5.2  

(Bank Negara Malaysia: 2001)  



En. Wan Abdul Rahim 

Ali 
Consultant,  Islamic Capital 

Market, Securities Comm. M’sia 

Ex CEO Abrar Discount. 

International Advisory Panel 

Dr. Aznan Hasan 
Shariah Board Member,  

Securities Comm. Malaysia 

ACR ReTakaful Bahrain.  

Sheikh Esam M. 

Ishaq 
Shariah Board Member, 

 Al Baraka Islamic Bank, 

Munich Re Retakaful 

Dr. M Akram 

Laldin 
Shariah Board,  

Bank Negara Malaysia, 

HSBC Amanah Global, 

CEO, ISRA 

Hj. Mustapha Hamat 
Distinguished Academic 

Fellow, International Islamic 

University,M’sia 

Ex CFO, Bank Islam Malaysia. 
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Tn. Hj. Mohd Tarmidzi 

Ahmad Nordin 
Chairman,  Joint Insurance 

Takaful Council, M’sia 

Ex CEO Etiqa Takaful 



ISLAMIC 
BANKING 

Retail 

ISLAMIC FINANCIAL 
SYSTEM 

Corporate 

TAKAFUL 
ISLAMIC CAPITAL 

MARKET 

Sukuk ECM 

REIT 
Structured 

Investments 

ISLAMIC MONEY 
MARKET 

Deposit & 
Placement 

Trading 

Family 

General 

Note: 
- 1st Era: Islamic finance attempts to provide alternatives to all instruments under conventional 

finance, similar objective and outcome but different transactions and features 
 

- Current Era: Islamic finance attempts to distinguish its instruments from conventional with 
value-added objective and outcome, different economic impact and certainly different 
transactions and features; based on profit and risk sharing methods 

Funds / Unit Trusts Investment 
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We have 54 banks consisting of 16 
commercial Islamic banks, 6 Islamic 
banks windows, 6 Development banks 
windows, 4 Islamic international 
currency business unit (ICBU) banks 
and 22 conventional banks.  

 Stand-alone full fledge Islamic banks 

 Subsidiaries of conventional banks 

 Islamic windows 

 International Islamic banks 

Banking in Malaysia 



WHAT IS ISLAMIC BANKING? 

BNM’s Definition: 

Islamic banking is banking based on Islamic law (Shariah). It 

follows the Shariah, called fiqh muamalat (Islamic rules on 

transactions).The rules and practices of fiqh muamalat came 

from the Quran and the Sunnah, and other secondary sources of 

Islamic law such as opinions collectively agreed among Shariah 

scholars (ijma’), analogy (qiyas) and personal reasoning (ijtihad) 
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 Offer Islamic financial services 
Focus on offering Shariah based banking  
 

 Facilitate stability in money value 
Money as medium of exchange and not commodity and 
hence, it leads to stability in the value of money and enable 
it as a reliable unit of account 
 

 Economic development 
Establishes direct and close relationship between bank and 
entrepreneur through banking contracts e.g. musharakah 
and mudharabah which leads to economic development of 
a country 
 

 

OBJECTIVES OF ISLAMIC BANKING 
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 Optimum resources allocation 
Islamic banking optimizes allocation of scarce resources 
through investments of financial resources into projects 
 

 Equitable distribution of resources 
Ensures equitable distribution of income and resources 
among bank, depositors and entrepreneurs through profit-
sharing approach 
 

 Optimist approach 
Profit-sharing principle encourages banks to participate in 
long term gains and this require proper studies to safe 
guard banks and investors 
 

 

OBJECTIVES OF ISLAMIC BANKING 
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SALIENT FEATURES OF ISLAMIC BANKING  

 All operations/ transactions are in accordance to Islamic/ 
Shariah Principles 

 

 Accounting system is totally separated from those under 
conventional system 

 

 Business (deposits/ financing) are ONLY for HALAL business 
activities 

 

 Shariah Committee will ensure that all operations/ 
transactions are in accordance to Shariah Principles  
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The five fundamental of necessities 

The five 

necessities 

Protection 

of al-Din 

 

Protection  

of Life  

(Al-Nafs) 

Protection of  

(Nasl) 

human being   

(Al-‘Ird)  

Family 

Protection  

of Intellect  

or Mind  

(Al-‘Aql) 

Protection  

of Property  

(Al-Mal) 



ISLAMIC VS CONVENTIONAL BANKING 
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WHAT ARE THE ELEMENTS NOT APPROVED UNDER ISLAM? 

Gharar 
(Excessive 

uncertainty) 

Maysir  

(Gains from 
game of chance 

i.e. gambling) 
Ihtikar 

(Hoarding to bid-
up prices) 

Producing and 
trading in 
“Haram” 

goods/activities 

GHISH 

Forbidden 
concealment of 

information. 
Transparency is 

vital 

Riba  (interest/ 
usury) 
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• Interest 

• Uncertainty 

• Gambling 

 





CLASSIFICATIONS OF ISLAMIC COMMERCIAL CONTRACTS 

 Wadiah (safekeeping) 

 Wakalah (agency)* 

TYPES OF 
CONTRACTS 

PARTNERSHIP-BASED LEASE-BASED SALE-BASED 

 Ijarah (leasing) * 

 Ijarah Thumma Bay 
(leasing followed by 

sale/HP) * 

 

 

 Murabahah (cost-plus)* 

 Istisna (construction)* 

 Salam (deferred delivery) 

 Tawarruq (Monetization)* 

 Urbun (earnest money) 

 Inah (purchase and sale 
back)* 

 Sarf(currency exchange) * 

 

 

 Mudarabah (profit sharing)* 

 Musharakah (profit, loss 
sharing)* 

FEE-BASED 
 Qard (interest free loan) 

 Kafalah (guarantee) 

 Hibah (gift) 

 Ibra ‘(rebate) 

 Muqasah (set-off) 

 Rahnu (pawn broking) 

OTHERS 

* Widely applied contracts in commercial transactions  
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APPLICATION OF THE CONTRACTS 
Types of 
Contract 

Use of Contract Underlying Asset Can Financiers take 
collaterals? 

Murabahah Working Capital for Assets 
acquisitions 

Tangible asset Yes 

Ijarah  Operating/Financial Lease Leased asset Yes 

Istisna’ Construction/Project Financing Construction project Yes 

Mudarabah Deposit/Working capital for 
business  

Customer’s 
business/project 

Yes (to protect 
capital in case of 

negligence) 

Musharakah Working capital for business 
and asset acquisition 

Customer’s 
business/project 

Yes (to protect 
capital in case of 

negligence) 
 

Tawarruq/ 
CM 

Deposit/Working Capital/ 
Hedging instruments 

Commodity. Normally 
CPO 

Yes 

Wakalah Working capital for business/ 
project 

Customer’s 
business/project 

 

Yes (to protect 
capital in case of 

negligence) 

17 



CONTACT US 

(E-mail) training@ibfim.com / info@ibfim.com                  

(Website) www.ibfim.com  
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http://www.ibfim.com/
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Thank You 


