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Introduction

• Today, Islamic Finance is available in almost every continent of the world
• From an initial beginning in mid-1970s, modern Islamic Finance now 

encompass Banking, Takaful, Sukuk, Capital Market and recently Islamic Social 
Finance

• Its growth has been impressive – double digit prior to Covid-19 pandemic and 
now expected to be double digit again from 2022 onwards.

• Notwithstanding a double-digit growth rate for more than four decades, 
Islamic Finance has yet to achieve its full potential. 

• In the Muslim world we see increasing poverty, huge gap in inequality (income 
and wealth), financial exclusion, environmental damage and digital divide.
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Islamic Financial System

Industrial & 
Market segment

Shariah
Governance

Legal FrameworkStandards setting 
bodies/Others

Financial system

The regulatory 
framework

1. Banking
2. Takaful
3. Capital 

Market

1. Ministry of Finance
2. Central Bank
3. Financial Services 

Authority
4. Courts

1. Banking
2. Takaful
3. Capital 

Market 1. Shariah
Board

2. Shariah 
Review 

3. Shariah
Audit 

Shariah

1. Banking & Takaful 
Regulations

2. Capital Market 
Regulations

1. Banking & Takaful 
Guidelines 

2. Capital Market 
Guidelines 

1. AAOIFI
2. IFSB
3. IILM
4. CIBAFI
5. International Islamic Rating 

Agency 
6. Islamic Centre for Reconciliation 

and Arbitration

Shariah & The Composition of Islamic Financial System
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Principles of Islamic Finance

Principles 
of Islamic 
Finance

Prohibition of 
usury/interest 

(riba)

Money as 
potential 

capital 

Risk-sharing 

The 
materiality of 
the contracts Shari'ah 

approved 
activities 

Prohibition of 
excessive 

speculative 
behavior 

Promotion of 
social justice 
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Risk-sharing Principles

• Where are Islamic Banks in this Risk-sharing principles?
• Reality: application of risk-sharing contracts (Musharakah and 

Mudarabah) in bank financing represents a small percentage
• From deposit side, Investment Account uses Mudarabah, but 

financing on the basis of Mudarabah and Musharakah is rather 
limited
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Islamic Banking

• Possible Solutions:
– Create a dedicated Investment deposit account based on Mudarabah

and financing based on Mudarabah as well. The Investment account 
will not be guaranteed under the deposit guarantee scheme

– Utilise shareholders fund to finance business customers on 
Musharakah and Mudarabah contracts

– Participate/establish Equity Crowd Funding Platform for risk-sharing 
business financing  
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Critical Success Factors for Takaful

Broad
Product 
Offering

• General Takaful
• Family Takaful

Growing 
Market 

Demand • Awareness
• Education
• Promotions & 

Campaigns

Accessibility

• Number of Takaful & 
Retakaful Companies

• Omni Channels –
branches, agents, banca 
takaful, digital

• Research
• Education
• Talent Development
• Conferences
• Seminars

Human 
Capital

Regulatory
Framework 

& Govt 
Policies
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The Need for Research-based Innovation

• 1. Market Demand
• Research

• To understand the level of awareness about Takaful – public, students, business 
community, corporates and government

• To educate – public, students, business community, corporates and government about 
Takaful

• Devise the right promotion and campaign tools 

• 2. Product Offering
• Research

• Types of products to meet the demand of the market – general and family
• Start with basic simple products and later develop innovative products
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• 3. Accessibility
• Research

• How to market the Takaful products? What works and what doesn’t?
• Takaful branches, banca Takaful, agents, digital

• 4. Human Capital
• Talent development
• Research 
• Others
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Financial Inclusion
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Islamic Social Finance Instruments for Financial Inclusion
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Islamic Social 
Finance 

Instruments

Zakat

Sadaqah

Infaq
Waqf

Qard
Hassan

ü Capacity building
ü Third-party guarantee

ü Capacity building
ü Guarantee/collaterals
ü Subsidise financing costs

ü Capacity building
ü Guarantee/collaterals
ü Subsidise financing costs

ü Guarantees/collaterals
ü Subsidise financing costs 

ü Zero financing costs
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Financial support and services to all

Blockchain can resolve the issue of trust

Use of digital technology can solve the 
physical accessibility issue

Potentially low cost

Shariah compliant - acceptable to Muslims

Islamic Social Finance instruments to enhance Financial Inclusion
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Examples of ISF solutions to enhance Financial Inclusion 

• Cash waqf deposits at financial institutions
Ø Fixed maturity period during which the profits are earmarked for certain social 

and charitable projects; at the end of the maturity period, the depositors could 
withdraw their cash waqf placements

• Takaful products with waqf component (Malaysia)
• Micro takaful
• ESSN Turkey – for refugees in Turkey - uses bank & bank card for 

financial assistance
• Angsur Indonesia – financing apps for university students
• E-Wallet (e-Tunai)

ØMalaysian government assistance for the poor through e-wallet
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Conclusion

• Islamic Finance needs to address its issues and challenges in order to 
realise its full potentials

• Some of the solutions which have been implemented in several 
jurisdictions may be replicated subject to further research for adaptation

• Islamic Social Finance is currently outside the ambit of financial sector. 
It’s important to mainstream Islamic Social Finance into the Islamic 
Finance eco-system.   
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World’s First And Only University Dedicated To Islamic Finance
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Established by Bank Negara Malaysia 
(Central Bank of Malaysia) to develop 

talent and provide knowledge 
leadership for the global Islamic 

finance industry.

About INCEIF

Our Vision: To Be The Knowledge Leader in Islamic Finance

Globally Respected Faculty Members

Academic Quality Research

AACSB Accredited

• INCEIF joins the top 5% of 
business schools worldwide

• The only Islamic Finance 
university in Malaysia to be 
accredited.

Top in Islamic Finance Research 
& Publications

Since 2015, INCEIF’s research has 
been ranked top 10 in Malaysia 
amongst the higher education 

institutions in the Research Papers 
in Economics (RePec) rankings.
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www.inceif.org
INCEIF, The Global University of Islamic Finance

Lorong Universiti A, 59100 Kuala Lumpur.

Tel: +603 7651 4000
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