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DEVELOPMENT OF THE ISLAMIC FINANCIAL SERVICES INDUSTRY

The global financial crisis has increased interest to Islamic finance as a form of mediation, contributing
for maintaining of a financial stability. This stability is demonstrated by institutions that offer Islamic finan-
cial services, providing insight into the viability of financing based on the Sharia rules. Islamic finance has
made progress in Asia in recent years, yet there is still great potential for further growth. Everywhere there is
evidence that Islamic finance expands its borders in Asia. This article discusses the development of Islamic
banking in the world. The global market for financial services, the relevant provisions of the Qur’an and Sharia
canons, over the past decade has increased almost 6 times - from 150 billion US dollars till 822 billion US
dollars. At the same time according to some experts, this market has a seven-fold growth potential - up to 4
trillion US dollars. Up today, Islamic finance has developed in more than 50 countries, including 16 countries
that amended the legislation in order to create optimal conditions for its further development. These include
both Islamic countries and Europe. At the present stage, Islamic financial services market shows active devel-
opment in the United States, Britain, France, Germany, Canada, China, Japan and other countries.
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C.K. lNpaanesa, B.A. 3a6oroTHrkoBa, A.C. Ac1aoBa

McAaamMAbIK, KApPXKbIABIK, KbI3MeTTEP MHAYCTPUSICbIHbIH, AAMYbI

OAEMAIK KapXKbIAbIK, AQFAQPbIC MCAAQMADBIK, Kap>KblAQHAbIPY hOpPMaChbiHA KAP>KbIAbIK, TYPAKTbIAbIK,
PeTiHAE KbI3bIFYLWbIAbIFbI apTa TYCTi. MCAGMABIK, KAp>KbIAbIK, TYPaKTbIAbIK, KbI3MET TYPiH YCbIHATbIH
MeKemMeAep LIapuFaTKa HerisAeAreH Kap>KbIAAHAbIPY OMIpLUEHAITiIH HblFalTyFa atcaAbicapsbl. CoH-
bl XKbIAAAPbI A3U1SI MEMAEKETIHAE MCAAMAbIK, KAPXKbIAQHABIPY ©Te YAKEH >KeTiCcTikTepre >eTTi, 6ipak,
OAl Ae 60Aca GoAalllakTa AaMybiHa oAeyeTi 6ap. bapablk kepae A3usiaarbl MCAAM Kap KbIAQHABIPY,
OHbIH, LeKapacbiH KeHenTyae GeAriaepi 6ap. bya Makarapa aaemaeri McAam GaHKMHIIH AQMbITYAbI
TaAKbIAaMAbL. Kap>KbIAbIK, KbI3METTEPAI, COHFbI OH XKbIA iWiHAe KypaH MeH LLIapuFaT MeH3enTiH THiCTi
epexxeaepiHe, xkahaHAbIK, HapbIK, WamMameH 6 ece ecTti — 150 mapa AKLLI acoAarapbiHa aAeitiH 822 MAPA
AKLLI aAoarapbiHa AeriH. CoHbIMEH KaTap, Kenbip capaniublAapAblH MikipiHiie, GYA HapblK XXeTi ece ecy
aneyeTi 6ap — 4 TpAH aenit AKLL aAoaAapbl. ByriH, MCAaMABIK, Kap>KbIAQHABIPY SAEMHIH, 16 eAiHeH, co-
HbIH iWiHAe 50-AeH acTaM eAAEepPAE, OHbl OAQH 8Pi AAMbITY YLUIH OHTaMAbI XKafaai Xacay MakCcaTbiHAQ
3aHHaMara e3repicTep eHrisiAin Aambin KeAaeai. Bya exeyiHe ae Mcaam xeHe Eypona eapepi kipeai.
Kasipri keseHae, Amepuka Kypama LLtattapbl, YAbibpuTanus, Mparums, fepmanms, KaHaaa, Kbitai,
JKarnoHus xeHe 6acka Aa MCAAMADIK, KApP>KbIAbIK, KbI3BMETTEP HAPbIFbIH OEACEHAT AAMbITYAQ.

TyHiH ce3aep: MCAAMADIK, Kap>KbIAQHABIPY, MCAAMABIK, GaHKMHITEp, aKTUBTEP, CYKYK.

C.K. lNpaanesa, B.A. 3a6oroTHrkoBa, A.C. AcraoBa

Pa3BuTHe MHAYCTPUM MCAAMCKMX (DUHAHCOBBIX YCAYD

MwupoBoit hrHaHCOBbLIN KPM3MC MOBBLICUA MHTEPEC K MCAAMCKMM (hMHaHCaM Kak hopMe rnocpea-
HMYECTBA, CMOCOBCTBYIOLLEN MOAAEPXKAHUIO (DMHAHCOBOM CTAaBUABHOCTU. YCTOMUMBOCTb, MPOAEMOHC-
TPUPOBAHHAS YUPEXKAEHUSIMA, MPEAAATAIOLLIMMI MCAAMCKME (DMHAHCOBBIE YCAYTU, AQET NpeACTaBAeHME
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0 >KM3HECNOCOBHOCTH (hMHAHCMPOBaHMS, 6A3UPYIOLLErocs Ha HopMax wapuara. Mcaamckoe puHaHcK-
poBaHue AOBMAOCH YCNEXOB B A31UK B MOCAEAHME FOAbI, HO BCE XKE eLle eCTb OrPOMHbIN MOTEHLMAA AAS
AaAbHerwero pocrta. [1oBcioAy eCTb NPM3HaKM TOro, YTO MCAAMCKOe (PMHAHCMpPOBaHMe B A3MKM pacLLm-
psieT CBOM rpaHuLibl. B AQHHOM CTaTbe pacCMaTpPMBAETCS Pa3BUTHE MCAAMCKOTO GaHKMHIa B mMupe. Mu-
POBOW PbIHOK (DMHAHCOBBIX YCAYT, COOTBETCTBYIOMX NPeAnncaHnam KopaHa M KaHOHaMm LuapuaTta, 3a
NMOCAEAHEE AECATUAETME BbIPOC MOYTU B 6 pa3 — ¢ 150 MapA. AoarapoB CLLIA A0 822 MAPA. AOAAQPOB
CLUA. Tpu 3TOM, MO HEKOTOPbIM OLEHKAM 3KCMEPTOB, 3TOT PbIHOK 06AAAAET CeMMKpaTHbIM MOTEH-
LLMAAOM pa3BuTHS — AO 4 TpAH. AoArapoB CLLIA. Ha ceroaHsWwWHMin AeHb McAaMmckoe (PMHAHCMpPOBa-
Hue pasBuBaeTcs 6oAee vem B 50 rocyaapcTBax, M3 HUX B 16 cTpaHax OblAM BHECEHbI MOMPaBKW B
3aKOHOAAQTEABCTBO B LIEASIX CO3AQHUS ONTUMAABHBIX YCAOBMIM AAS €0 AaAbHelLero passuTtuns. K Hum
OTHOCATCS KakK CTpaHbl MCAAMCKOrO MMpa, Tak M cTpaHbl EBponbl. Ha coBpemeHHOM 3Tane npomcxo-
AWT aKTMBHOE Pa3BUTUE PbIHKA MCAAMCKMX (hrHaHCOBbIX ycAyr B CLLIA, Beankobputanum, Opaxumu,

fepmannn, Kanaae, Kutae, SAnonunm n Ap.

KAtoueBble CAOBa: MCAAMCKOE (DMHAHCUPOBAHUE, MCAAMCKMI BAHKMHT, aKTUBbI, CYKYK.

Introduction

The global Islamic financial services’ industry
reached an overall total value of USD1,88 trillion
as of 2015 YTD (FSR2015 : USD1,87 trillion),
weathering a series of economic challenges ranging
from prolonged low energy prices and downwardly
revised economic growth outlook, to geopolitical
conflicts, exchange rate depreciations and an assets
sell-off spree on emerging markets. There was a
marked change from the double-digit growth rates
in recent years.

Experimental part. This article is based on
the study of Islamic financial services industry,
conducted by Islamic Financial Services Industry,
summarizes the positive and negative factors
influenced on the Islamic finance development in
the world.

Results and discussion. In comparison to
values reported in the previous IFSB Islamic
Financial Services Industry (IFSI) Stability
Report 2015, by sector, the global sukuk
outstanding (based on par value at issuance) has
declined by 1,4% to USD290,6 billion (FSR2015:
USD294,7 billion), while Islamic funds’ assets
have contracted by 6,3% to USD71,3 billion
(FSR2015: USD75,8 billion). In contrast, the
takaful sector is estimated expanding by 8,4% to
USD23,2 billion (FSR2015: USD21,4 billion),
while the dominant Islamic banking sector has
grown moderately at 1,4% to USDI1,5 trillion
(FSR2015: USD1,48 trillion). As it will be
analyzed in details in the following subsections,
exchange rate depreciations in key Islamic
finance markets (e.g. Iran, Malaysia, Turkey, and
Indonesia) have been an important reason for
the relatively modest performance of the global
IFSI in US Dollar terms in 2015, particularly
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in the Islamic banking segment. Similarly, the
withdrawal of major issuers on the global sukuk
market, leading to a substantial fall in primary
market issuances in 2015, combined with overall
downward pressures in the global equity markets,
have featured as prominent reasons for asset
value contractions in the Islamic capital markets.
As an indicative comparison in US Dollar terms,
the assets of the top 1000 global conventional
banks had grown by 0,6% (y-o-y as of end-2014);
the international debt securities outstanding in
global markets had declined by 1,3% (between
end-2014 and 1H2015); and the premiums in the
insurance industry are modestly estimated to have
expanded by 2,0% (life insurers) and 2,5% (non-
life insurers) in 2015.

The number of jurisdictions where the
IFSI has achieved systemic importance7 has
expanded to 11 in 2015, with the latest addition
being Djibouti in Africa, where the share for
Islamic banking in its total domestic banking
sector exceeded on 15%. Meanwhile, Iran
and Sudan continue as the two jurisdictions
that operate fully Shari’ah-compliant banking
systems; hence, a 100% Islamic banking market
share for each. The share of Islamic banking in
Brunei has increased substantially, to 49% in
1H2015 (FSR2015: 41%), bringing it to a level
similar to Saudi Arabia, which is also estimated
to hold a 49% share in 1H2015 (FSR2015: 51%).
A substantial improvement in market share is also
noted in Yemen at 33% (FSR2015: 27%), while
Kuwait at 38,9% (FSR2015: 38%), Qatar at 26,1%
(FSR2015: 25,1%), Malaysia at 23,0% (FSR2015:
21,9%), Bangladesh at 19.4% (FSR2015: 17%)
and the United Arab Emirates at 18,4% (FSR2015:
17,4%) have all improved on their market share
compared to the previous year [1].
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Table 1 — Breakdown of Islamic Finance Segments by Region (USD billion, 2015 YTD)

Region Banking Assets Sukiik Outstanding Islamic Funds’ Assets | Takaful Contributions
Asia 209,3 174,7 232 52
GCC 598.,8 103,7 31,2 10,4
MENA (exc. GCC) 607,5 9,4 0,3 7,1
Sub-Saharan Africa 24,0 0,7 1,4 0,5
Others 56,9 2,1 15,2 -
Total 1496,5 290,6 71,3 23,2

As the size of Islamic banking assets shows
a positive association with oil revenues, the
liquidity and profitability of Islamic banks may
be adversely impacted by low oil prices. Deposits
from governments and government-related entities
may decrease and the overall asset quality may
deteriorate. But there are also opposite effects: if
governments resort to external sources of financing
for infrastructure projects and budget deficits,

institutions offering Islamic financial services
(ITFS) could find new business opportunities in
financing and in sukiik markets. IIFS are sufficiently
capitalized to sustain the additional risks, and they
have reduced concentration risks by scaling down
exposure to real estate and energy projects. Liquidity
management remains a prime challenge, especially
in jurisdictions where no active Shari’ah-compliant
interbank market has emerged.

Chart 1 — Sukiik Outstanding in Jurisdictions with an Islamic Finance Sector of Systemic Importance (11M15)

The Islamic banking sector continues to be the
dominant segment, accounting for almost 80% of
the global IFSI; assets in full-fledged Islamic banks,
subsidiaries and windows amount to approximately
USD1,5 trillion as at 1H2015 (FSR2015: USD1,48
trillion) [2].

The aggregated average industry growth in US
Dollar terms has been very moderate at 1,4% y-o-y,
particularly on account of exchange rate depreciations
in several key Islamic banking markets, including
Iran, Malaysia, Indonesia and Turkey. For instance,
the Turkish participation banking sector, which

represents nearly 3% of the global Islamic banking
assets, expanded by 15,1% y-o-y in 1H2015 in local
currency terms; the comparative growth figure in US
Dollar terms is, however, negative. Similarly, the
growth in Malaysian Islamic banking assets, which
represent more than 9% of the global industry, was
over 16% between 1H2014 and 1H2015 in local
currency terms, while the comparator US Dollar figure
is also negative. A more meaningful assessment is
done by analyzing the expansion of Islamic banking
services in the domestic market share of the various
jurisdictions.
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Chart 2 — Shares of Global Islamic Banking Assets (1H2015)

Chart 3 — Islamic Banking Assets in Jurisdictions with an Islamic Finance Sector of Systemic Importance (1H2015)

Among these, the GCC jurisdictions have further
strengthened the penetration of the Islamic banking
sector; notably Oman, which in 2012 had been the
most recent, and in fact the last, GCC entrant into
Islamic banking. The share of Islamic banking in
Oman has increased substantially, to 6,5% in 1H2015
(FSR2015: 4.35%), within a period of less than four
years. In the other GCC countries, as of 1H2015, the
Saudi Islamic banking sector is nearly one-half of the
domestic banking sector, accounting for 49% of the
total banking sector assets; the other two major markets
with large domestic shares are Kuwait and Qatar, with
almost 39% and 26% shares, respectively. Bahrain
now has a 13,5% share (FSR2015: 12,7%) for Islamic
banking services in its domestic banking market and
is gradually moving towards achieving domestic
systemic importance based on the 15% benchmark [3].

The Central Bank of Bahrain (CBB) has called
upon the Bahraini Islamic banks to explore mergers
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in order to create institutions of size and achieve
economies of scale. In the United Arab Emirates,
where Islamic banks now have an 18,4% market
share (FSR2015: 17,4%), the central bank this year
has decided to include Shari’ah-compliant securities
in the range of instruments it accepts as collateral for
accessing liquidity, as part of its efforts to promote
efficient liquidity management in Islamic banks.
Overall, the GCC Islamic banking sector is worth
almost USD600 billion.

In Asia, the Malaysian Islamic banks have
begun the segregation of investment accounts
(structured on SharT’ah contracts of musharakah,
mudarabah and wakalah) from deposit accounts,
with the former being prohibited from any form
of principal and profit guarantees by the Islamic
banks. This is required by the country’s recent
Islamic Financial Services Act 2013 (IFSA 2013)
which introduces Shar1’ah contract-based regulatory
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framework that provides greater clarity of Shari’ah
rulings with regards to each Shari’ah contract
while also outlining operational requirements for
the diversified IIFS product range. The regulatory
implication of such is that investment accounts are
risk-absorbing and hence the Islamic bank is not
required to hold regulatory capital against assets
funded by them. The market share of Islamic banks
in the Malaysian banking sector has increased to
23% as of 1H2015 (FSR2015: 21,9%). Pakistan is
another jurisdiction where strong demand from the
population, combined with facilitative regulatory
support, is rapidly growing the country’s Islamic
banking sector; Islamic banking has now captured
more than 11% of the domestic market share as of
1H2015 (FSR2015: 9,8%).

The country’s central bank expects the sector
to reach 15% market share before 2018, and this
would elevate the jurisdiction to being classified as
having domestic systemic importance for Islamic
banking. Jordan, in the Middle East region, is another
jurisdiction that, with a 14% domestic market share in
1H2015 (FSR2015: 11,7%), is expected to be elevated
to domestic systemic importance status by as early
as 2016. Elsewhere, Brunei has also achieved nearly
49% of the country’s banking assets being Shar1’ah-
compliant. In recent years, the country’s financial
system has been gradually transitioning into a Shar1’ah-
compliant one, including offering both Islamic banking
and takaful (Islamic insurance services) [4].

In addition, the country’s central bank runs
a regular sukik issuance programme to support
the liquidity management of the country’s Islamic
financial sector. Bangladesh is another jurisdiction
that has consistently been gaining market share
for Islamic banking services. As of 1H2015, the
country’s Islamic banking sector has achieved
nearly a 20% domestic market share and the focus
of the regulators is now moving towards developing
SharT’ah-compliant money market instruments.
Islamic finance in the Sub-Saharan African region
has been making inroads in recent years, with Islamic
banking now being offered across many countries,
including Kenya, Senegal, Niger, Nigeria and South

Africa, among others. Islamic banking law and
regulatory developments have also taken place in
North Africa, particularly in Morocco and Tunisia.
Morocco introduced a law in January 2015 to regulate
Islamic financial products and allow local and foreign
banks to set up units that comply with Shart’ah.
Furthermore, the law also allows for the formation of
a centralised Shar1’ah board to oversee Islamic banks.

The country’s central bank, Bank Al-Maghrib, is
currently reviewing applications for Islamic banking
licences and the sector is expected to achieve a
double-digit market share over the next ten years.
Comparatively, Tunisia has two full-fledged Islamic
banks, and the IDB-affiliate ICD is currently
helping an additional leasing company to convert its
operations into a full-fledged Islamic bank; the third
for Tunisia [5].

Inference

Overall, global Islamic banking assets are
forecast to amount to approximately USDI1.57
trillion by the end of 2015. However, there remains
substantial asset concentration in a few Middle
Eastern and Asian countries. The top ten Islamic
banking jurisdictions by assets11 account for 92,1%
of the global Islamic banking industry; this is a slight
reduction in the concentration compared to the 94%
assets concentration in 1H2014. Hence, the stability
of the global Islamic banking system critically hinges
upon the smooth functioning and viability of the
Islamic banks in these ten jurisdictions alone. In the
following subsection, an overview 12 of the Islamic
banking sectors’ assets, financing and deposits growth
patterns across 11 major Islamic banking domiciles
(excluding Iran, due to data constraints) is presented
using sample data from 59 prominent Islamic banks
in these domiciles13. The total assets of these sample
banks amounted to USD672,2 billion as at 1H2015,
which represents 71,6% of the total Islamic banking
assets in 1H2015 (if Iran is excluded). These 11
markets include Bahrain, Bangladesh, Indonesia,
Jordan, Kuwait, Malaysia, Pakistan, Qatar, Saudi
Arabia, Turkey and the UAE.
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