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Shariah Basis 
The origin and basis of Islamic finance is Shariah i.e. Islamic laws and sometimes 
referred to Islamic jurisprudence  

 
 

The primary sources used in conducting research on 
the Islamic finance are the Quran and the Sunnah.  

 
This is based on the fact that Islam urges its 
followers to refer to these sources in solving 

problems that occur in their daily lives as 
commanded by Allah s.w.t. 

 
 

Apart from the two primary sources i.e. the Quran 
and the Sunnah, the use of secondary sources and 

other Islamic jurisprudence manhaj, such as; 
 

ijmak, qiyas, maslahah, istishsan, istishab, sadd 
zari`ah, `urf, maqasid syari`ah, siyasah syar`iyyah, 
ta’wil, istiqra’, talfiq and others which have already 

been applied in Islamic jurisprudence. 

Secondary Sources Primary Sources 



Scheme of Shariah Laws 
Under the ambit of Muamalat, Islamic finance should be available to all Muslims 
and non-Muslims 

AQIDAH 
(Faith & Belief) 

SHARIAH 
(Practices & Activities) 

AKHLAQ 
(Moralities & Ethics) 

IBADAT 
(Man-to-God Worship) 

MUAMALAT 
(Man-to-Man Activities) 

POLITICAL ACTIVITIES ECONOMIC ACTIVITIES SOCIAL ACTIVITIES 

BANKING & FINANCIAL 
ACTIVITIES 

ISLAM 
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Framework of Islamic Financial System 
A comprehensive Islamic financial system in Malaysia supported by Shariah, legal 
and regulatory framework 

 
 
Legal & Regulatory 
–Islamic Banking Act –Takaful Act –Tax Act 
–Government Funding Act –Capital Market 
Services Act –New foreign legal firm  
Shariah Advisory Council 
–Central Banking Act 
Dispute Resolution 
–Judicial system: dedicated high court–KL 
Regional Centre for Arbitration–Financial 
Mediation Bureau 

Malaysia Islamic 
Financial  
System 

Governance 

 
 
Money Market 
–Islamic interbank money market–Diverse 
short-term Islamic money market 
instruments 
Capital Market 
–69% of new issuances were sukuk–89% 
Shariahcounters–169 Islamic unit trust funds 

Financial Markets 

 
 
Banking 
–16 Islamic banks–16 Islamic windows–5 
International Islamic Banks–14 ICBUs 
Takaful 
–12 takaful operators–4 retakaful operators–
1 International Takaful Operator–7 
International Currency Business Units 
Fund Management 
–16 licensed Islamic fund management 
companies–35 fund management 
companies with Islamic mandates 
 

Diversified  Players 

 
 
Educational & Training 
–INCIEF–ISRA–SIDC–FSTEP–IBFIM 
Leadership 
–ICLIF–AIF 
Others 
–Legal firms–tax consultants–audit firms 

Supporting Institutions 
 

Source: Bank Negara Malaysia, Securities Commission  
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Islamic Finance Milestone 
The exponential growth started when the regulators established and centralized 
the Shariah Advisory Council  

Islamic Finance: Marketplace 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Islamic Finance: Innovations 

1960    1970 1980     1990    2000                                                2010 

1962 
Tabung Haji 

1983 
Islamic 

Banking Act 
 

First Islamic 
Bank  

1984 
Takaful Act 

 

First takaful 
operator 

1993 
Conventional 

banks allowed to 
set up Islamic 

banking windows 
1996 

SC’s SAC 

1997 
BNM’s NSAC 

2002 
IFSB 

2005 
CIMB launched 

private equity firm 
(Islamic window) 

 

Islamic REIT 
Guidelines  

 

Islamic banking 
windows allowed 

to convert 
 

Issuance of three 
foreign Islamic 
bank licenses 2006 

MIFC 
 

INCEIF 

2008 
CIMB launched 
dedicated asset 

management 
firm 

 

ISRA 

2009 
CIMB launched 

dedicated 
Islamic private 
equity firm for 
infrastructure 

assets 
 

Liberalization in 
foreign 

ownership in 
Islamic 

Financial 
Institutions 

1990 
First Sukuk 

1999 
First 

Shariah 
Index 

1995 
CIMB launched asset 

management  firm 
(Islamic window) 

1998 
CIMB 

launched 
first Islamic 
Equity Fund 

2001 
World’s first 

global 
corporate 

sukuk 

2002 
World’s first 

global 
sovereign 

sukuk 

2003 
First Islamic 

ABS 

2004 
CIMB 

launched  
first Sukuk 

Fund 
 

Ringgit 
sukuk by 
supra-

national 

2005 
CIMB 

launched  first 
Islamic 

Private Equity 
Fund 

 

World’s first 
Islamic RMBS 

 

First Shariah 
deposit 

insurance 
scheme 

2006 
CIMB launched first Islamic 

real estate venture for  a fund 
 

World’s first Islamic 
exchangeable sukuk 

 

First Islamic REIT 
 

2007 
First Islamic 
Asian ETF 

 

World’s 
largest 

corporate 
sukuk 

 

2009 
CIMB 

launched first 
Islamic 

Infrastructure 
Fund 

 

CIMB 
launched 

Hibah 

2007 
CIMB launched fully 

fledge Islamic Private 
Banking 

 

Islamic Fund Mana-
gement Guidelines 

2010 
Launched first 
Islamic Estate 

Planning 
 

Launched first 
online Wasiat 

2010 
New blueprint  for 
financial services 

 

Second capital 
market 

masterplan 

2011 
Mutual 

recognition, CBI 
& SC 

2012 
SC revised screen- 

ing methodology 

2012 
CIMB Islamic 

Trustee 

2013 
World first 

Islamic 
Stapled 
REIT 
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Global Landscape 
The interests in Islamic finance have expanded all over the world with 
governments changing laws to accommodate the transactions 

Europe 
Ireland: 1,2,3 

Luxembourg: 1,2,3 
United Kingdom: 1,2,3 

Switzerland: 1,2,3 
Turkey: [4] 
Russia: 1,3 
Denmark: 1 
France: 1 
Albania: 1 

Germany: 1,3 

Note: 
1 Banking  
2 Takaful  
3 Capital Market 
4 Comprehensive 

Africa 
Egypt: 1,2,3 
Tunisia:1,2 

Senegal: 1,2 
Sudan: 1,2 
Nigeria: 1 
Algeria: 1 

South Africa: 1 
Gambia: 1 
Ghana: 2 

Middle East 
Saudi Arabia: 1,2,3 

Kuwait: 1,2,3 
Bahrain: [4] 
Qatar: 1,2,3 

United Arab Emirates: 1,2,3 
Iran: 1,2 
Iraq: 1,2 

Jordan: 1,2 
Syria: 1,2 

Asia 
Malaysia: 4 

Indonesia: [4] 
Brunei: [4] 

Singapore: 1,2,3 
Pakistan: 1,2, 3 

Bangladesh: 1,2,3 
Australia: 1,2,3 

India: 1,3 
Philippines: 1,2 
Thailand: 1,2 

Americas 
United States: 1,2,3 

Canada: 1,2,3 
Trinidad & Tobago: 1,2 

Source: IOSCO Task Force on Islamic Capital Market_Islamic Capital Market Fact Finding Report  and CIMB Islamic analysis  
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Global Statistics and Figures 
We have seen a healthy growth around the globe and we anticipate it to continue 
in the future 

One potential scenario shows global Islamic banking assets with commercial banks to reach $1.8 
trillion in 2013, representing average annual growth of 17%... (Ernst & Young, 2013) 

The top 50 by AUM have combined assets of $72.9 billion, split fairly evenly between equities and 
fixed income/money market/sukuk, with the remaining 10% or less in Islamic private equity and 
other alternatives. (Asian Investor, 2013) 

The value of new sukuk (Islamic bond) issuance worldwide will once again surge to more than 
$100 billion this year... (Trade Arabia, 2013) 

The total free-float market capitalization of Dow Jones Islamic Market Index universe is US$19.2 
trillion. (DJIM Index, 2012) 

The global takaful market could reach US$4.3 billion in the next five years spurred by the strong 
growth in family takaful. (Business Times, 2012) 

The combined wealth of 450,000 Middle East millionaires rose 0.7 per cent in 2011 over 2010 to 
reach US$1.7 trillion. (Capgemini RBC World Wealth Report, 2012)  

Globally as matured markets press forward with banking reforms, many others are keen to 
explore an alternative Islamic finance option. (Ernst & Young, 2012)    



INDUSTRY DEVELOPMENT 
SECTION 2   
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The Need for Islamic Wealth Management 

 …Shariah defines five necessities as necessary and basic for human existence. It 
is the duty of every society to preserve and protect the five necessities; other 
wise human life would be harsh, brutal, poor and miserable here and in the 
hereafter… (Islamic Divine Law (Shariah), The Objectives of The Islamic Divine Law – Mashhad Al Allaf) 

 
The five necessities are; 
 Religion (Deen),  
 Life (Nafs) 
 Intellect (Aqal) 
 Progeny (Nasal)  
 Property (Maal) 

 
Hence, the need to manage wealth in accordance to Shariah. 
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Zakat: Growing awareness 

There were increasing numbers of discerning Muslims more concerned with how 
their monies are spent and kept 

Zakat on personal income and zakat on savings represents more than 2/3 of zakat collected; 
approximately 50% of zakat collected is by way salary deduction. 

CAGR 
2000 – 2012e 

 
 

 18% 
 Collected   

 Zakat 
 

  

Source: Jabatan Zakat, Wakaf dan Haji, Prime Minister Office, CIMB Islamic analysis  

Zakat Collection in Malaysia 

$0 

$500 

$1,000 

$1,500 

$2,000 

$2,500 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012e 

百
萬
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Islamic Funds: Gaining momentum and sizeable 

The growth in Islamic funds has been remarkable with industry expanding due 
strong demand post GFC recovery… 

The total NAV of Islamic funds by end 2012 stood at some $35.6 billion or 12% of total outstanding 
industry net asset value. 

Source: Securities Commission, CIMB Islamic analysis  

-40% 

-20% 

0% 

20% 

40% 

60% 

80% 

100% 

2005 2006 2007 2008 2009 2010 2011 2012 

Conventional Islamic 

27% 

The NAV Growth 
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Islamic Equity Index: Comparable returns if not better 
The Islamic equity indices had performed better in most markets for the mid-term 
to long-term investments 

Source: Dow Jones, as of 31 December 2012  

2011 1 Year 3 Years 5 Years  10 Years 

Dow Jones Islamic Market World Index -7.12 11.07 5.19 -0.98 6.75 

Dow Jones Global Index -9.91 13.72 4.66 -2.87 6.35 

Dow Jones Islamic Market Global Large-Cap Index -6.47 10.46 4.09 -1.82 5.81 

Dow Jones Global Large-Cap Index -9.51 13.10 3.75 -3.71 5.33 

Dow Jones Islamic Market Asia/Pacific ex-Japan Index -19.67 14.95 3.06 -1.67 10.73 

Dow Jones Asia/Pacific ex-Japan Index -19.21 18.54 3.95 -2.12 10.93 

Dow Jones Islamic Market Europe Index -9.18 15.15 3.52 -3.76 6.76 

Dow Jones Europe Index -14.15 16.31 0.70 -6.90 5.87 

Dow Jones Islamic Market U.S. Index 1.53 11.18 8.18 1.29 6.72 

Dow Jones U.S. Index -0.65 13.84 8.98 0.03 5.76 

Dow Jones Islamic Market ASEAN Index -6.33 16.74 11.04 0.37 12.16 

Dow Jones Asia/Pacific – South Asia Index -16.38 18.51 7.77 2.23 10.83 
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Sukuk Index: Comparable returns if not better 

Since the last ten years, sukuk index with maturities of 1-yr and above had 
outperformed it’s conventional peer 

Source: CIMB Sukuk Index, CIMB Islamic analysis  

Sukuk/Bond Index – 1yr and above maturities 
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Banking: Growing trajectory 

…industry has shown significant growth since 2005, with assets tripling, ample 
liquidity and financing capacity 

Islamic banking representing about 30% of total financial assets in the financial system in Malaysia 
and expected to grow further.  

CAGR 
2005 – 2012 

 
 19% 

 Deposits 
 

 20% 
 Financing 

 
 19% 

 Assets 

Source: Bank Negara Malaysia, CIMB Islamic analysis  

Key Financials: Islamic Banking in Malaysia 
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Takaful: Untapped, small and fast growing 

The takaful industry has been growing rapidly, appealing to both Muslims and 
non-Muslims 

Interesting fact, Family Takaful business in Malaysia had a larger share as compared to Middle 
East markets where General Takaful dominated. 

CAGR 
2005 – 2012 

 
 16% 

 Family 
 Assets 

 
 16% 

 General 
 Assets 

Source: Bank Negara Malaysia, CIMB Islamic analysis  

Key Financials: Takaful in Malaysia 
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Sukuk: Active and innovative 

…market players have also originated innovative sukuk instruments with many 
world’s first issues cemented by sizeable amount 

Approximately, more than 2/3 of new Islamic securities globally were issued in Malaysia and the 
remaining global issues were from the Middle East/GCC and offshore jurisdictions.  

Source: Securities Commission, MIFC  

Sukuk Approved 
by issues size  

Sukuk Approved 
by Shariah principles 
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Equity: Large and diversified 

…developing new Islamic equity products in which provides a vibrant 
environment for Shariah conscious investors 

89% of Bursa comprises of Shariah-compliant stocks and the market capitalization of Shariah-
compliant stocks accounted for 64% of total domestic market capitalization.  

Source: Bursa Malaysia, CIMB Islamic analysis  

Islamic ECM: Market Capitalization Islamic ECM: Listed Companies 

0 

200 

400 

600 

800 

1,000 

1,200 

$0 

$100 

$200 

$300 

$400 

$500 

$600 

$700 

$800 

$900 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

十
億

 

RM942b 

817 listed 
companies 



OPPORTUNITIES AHEAD 
SECTION 3  



Financial Sector Blueprint 
The progressive development of the Islamic financial system in the initial years 
has led to the launch of the national agenda to position Malaysia as an 
international Islamic financial centre 

22 

Source: Bank Negara Malaysia _Financial Sector Blueprint 2011–2020   



Key Recommendations: Internationalization of Islamic Finance 

1. Increase the diversity of players in 
the domestic Islamic financial industry 
to support a wider range of financial 
products and services that serves the 
best interest of Malaysia 

23 

2. Support the growth of the Islamic 
fund and wealth management industry 
in collaboration with relevant 
authorities 

3. Enhance the dynamics of the 
Islamic money, foreign exchange and 
capital markets 

4. Increase market efficiency by 
facilitating the use of standard 
documents and agreements among 
financial market players 

5. Promote active participation in 
issuance and trading of sukuk 

6. Enhance the depth and vibrancy of 
the Islamic financial markets by 
providing a conducive regulatory and 
tax environment 

Source: Bank Negara Malaysia _Financial Sector Blueprint 2011–2020   



Key Recommendations: Internationalization of Islamic Finance (Cont’d) 

9. Optimize the potential of existing 
Islamic financial market platforms 

24 

10. Develop Malaysia as a reference 
centre for Islamic financial 
transactions 

11. Enhance Islamic finance 
knowledge propositions supported by 
a comprehensive talent development 
programme 

12. Promote greater global 
engagement and alliances in the 
development of the Islamic finance 
industry 

7. Position Malaysia including Labuan 
IBFC as an international retakaful 
centre 

8. Continue to enhance financial 
linkages between different 
jurisdictions 

Source: Bank Negara Malaysia _Financial Sector Blueprint 2011–2020   



Share of Islamic Finance in 2020 

25 

Source: Capital Market Masterplan 2, 2011–2020, Bank Negara Malaysia 

The share of Islamic finance of total domestic financing to grow further to 40 
percent from 29 percent currently 



Capital Market Masterplan  
Greater internationalization of the capital market is a critical aspect of the strategy 
to strengthen Malaysia’s positioning as a global ICM hub 
 
 
... The sukuk market, where Malaysia is a global leader, represents an attractive 
international value proposition. There is a need to strengthen the capacity to structure 
multi-currency and cross-border transactions…  
 
… Malaysia has a strong base in equity and equity-related products and services. In 
this regard, the SC will collaborate with industry players to expand the range of Shariah-
compliant stockbroking and portfolio products and services…  
 
… The development of a significant Islamic fund management industry is critical to 
build domestic take-up capabilities for innovative domestic and international Islamic 
products. In this regard, widening the range of Shariah-compliant products – in the form 
of collective investment schemes, indices, ETFs and REITs…  
 
… A seeding strategy will be developed to increase the diversification of Islamic 
investment strategies and styles. Priority will be placed on nurturing Islamic fund 
management services with high value-add such as the Shariah-compliant VC and PE… 

26 

Source: Securities Commission _Capital Market Masterplan 2, 2011–2020   



Growth Prospects for Islamic Capital Market to 2020 
Over the decade, the ICM is expected to sustain double-digit growth to almost 
US$1 trillion in 2020 with CAGR of 10.6% 

27 

Source: Securities Commission _Capital Market Masterplan 2, 2011–2020   
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Important Notice 
This presentation has been prepared by CIMB Group exclusively for the benefit and internal use in order to indicate, on a 
preliminary basis, the feasibility of possible transactions. Terms contained in this presentation are intended for discussion 
purposes only and are subject to a definitive agreement. All information contained in this presentation belongs to CIMB 
Group and may not be copied, distributed or otherwise disseminated in whole or in part without the written consent of 
CIMB Group. 
 
This presentation has been prepared on the basis of information that is believed to be correct at the time the presentation 
was prepared, but that may not have been independently verified. CIMB Group makes no express or implied warranty as 
to the accuracy or completeness of any such information. 
 
CIMB Group is not acting as an advisor or agent to any person to whom this presentation is directed. Such persons must 
make their own independent assessment of the contents of this presentation, should not treat such content as advice 
relating to legal, accounting, taxation or investment matters and should consult their own advisers. 
 
CIMB Group or its affiliates may act as a principal or agent in any transaction contemplated by this presentation, or any 
other transaction connected with any such transaction, and may as a result earn brokerage, commission or other income. 
Nothing in this presentation is intended to be, or should be construed as an offer to buy or sell, or invitation to subscribe 
for, any securities. 
 
Neither CIMB Group nor any of its their directors, employees or representatives are to have any liability (including liability 
to any person by reason of negligence or negligent misstatement) from any statement, opinion, information or matter 
(express or implied) arising out of, contained in or derived from or any omission from the presentation, except liability 
under statute that cannot be excluded. 
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Contact Details   

For enquiries, please contact: 
 
 
Shahril Simon 
Head, 
Group Asset Management 
T: (603) 2619 1646  
F: (603) 2691 3657  
E: shahril.simon@cimb.com 
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