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ISLAMIC FINANCE IN KAZAKHSTAN:
ADAPTATION OF FOREIGN EXPERIENCE

The relevance of the title studied in the article is due to the specifics of Islamic Finance, which dem-
onstrate their advantages and find distribution throughout the world, both in the countries of Muslim
society and in developed European countries. As Islamic Finance in Kazakhstan has not been developed
properly since 2009, the authors set a goal to study the experience and mechanism of better adaptation
and integration of Islamic Finance in the financial sector of the country. Based on the analysis of interna-
tional experience of application of Islamic financial instruments developed and proposed recommenda-
tions for enhancing their implementation and increase the impact on the real sector of the economy of
the Republic of Kazakhstan.

The results of the study showed that the problem of insufficient spread of Islamic banking and fi-
nance is using a more conservative model of development Islamic finance and the presence of some
restrictive barriers of both prudential and social nature.

Research results. The results of the study can be used for the successful spread of Islamic Finance in
Kazakhstan, as well as to promote economic cooperation with the countries of the Islamic world.

Application area. The results of the study can be used and applied to the successful experience of
the implementation and development of Islamic Finance in Kazakhstan, and also with the economic
cooperation of the countries of the Islamic world.

Key words: Islamic finance, Islamic bank, non-muslim countries, international experience, Islamic
windows
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KasakcTaHAaFbl MCAAMADIK, KapXKbl: LLETEAAIK TaXipnbeHi beiimaey

Makanaaa 3epTTeAreH TaKbIpbINTbIH, 63EKTIAIr MYyCbIAMaH eAAEpPiHAE A€, AaMblFaH eyporaAblk,
eAAEPAE A€ apTbIKLWbIAbIKTAPbIH KOpCeTin, KeH TapaAfaH WMcAam Kap KbICbIHbIH epekLUeAiriHe
Herisaeneai. KasakcrtaHaarbl Mcaamablk, KapxkbiraHAbIpy 2009 >kbiaaaH Gactan THICTI AaMybliH
TannaraHAbIKTaH, aBTOPAAP eAAIH Kap>Kbl CEKTOPbIHA McAam Kap>KbICbIHbIH €H XKakCbl 6eiMAEAyi MeH
bIKMAAAACYbIHbIH ToXipnbeci MeH TeTiriH 3epTTey MakcaTbiH aAFa KOnAbl. MicAam KapxKbl KypaAAapbIH
NnanAaAaHYAbIH SAEMAIK ToXipnbeciH Taapay HerisiHAe, OAapAbl KOAAQHYAbI >KaHAQHAbBIPY >KoHe
KasakcraH PecrybAMKachbl 5KOHOMMKACbIHbIH, HAKTbl CEKTOPbIHA 8CEPiH apTTbIPy >KOHIHAE YCbIHbIMAAP
93IpAEHAI.

3epTrey HaTmxeAepi Mcaam GaHKMHIT MeH Kap>KbIAQHABIPYAbIH >KETKIAIKCI3 TapaAy MaceAeci
HEFYPAbIM KOHCEPBATMBTI AaMy MOAEAIH ManAaAaHy >kKeHe MPYAEHUMAAAbBIK, COHAAM-aK, dAEYMETTIK
cunatTarbl Kenbip wektey keaepriaepi 60AbIN TabblAATbIHbIH KOPCETT.

KoaaaHy canacbl. 3eptTey HoTwmxkeaepi KasakcTaHaarbl McAamM Kap>KbICbIH KeH TapaTy YLUiH
ManAaAaHbIAYbl, COHAQM-aK, MCAAM SAEMI eAAepPiMEH DKOHOMMKAABIK, bIHTbIMAKTACTbIKTbl KEHENTyre
bIKMAA €Tyi MYMKIH.

Tyiin ce3aep: MCAAMADBIK, Kap>Kbl, MCAAMAbIK, 0aHK, MyCbIAMaH €MeC EAAEP, XaAbIKapaAblk,
ToXiprbe, MCAAMAbBIK, Tepeseaep.
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12Ka3axCKu1it HaLMOHAAbHbIN YHUBEpCUTET MM. aab-Dapabu, KasaxcraH, r. AAMaThbl

Ucaamckmne (bMHaHCbI B Ka3axcraHe: apaantauus 3apy6e)KHor0 ornbiTa

AKTYaAbHOCTb MCCAEAOBAHHOM B CTaTbe TeMbl 00YCAOBAEHA CreundUKon MCAAMCKMX (DMHAHCOB,
KOTOpble AEMOHCTPUPYIOT CBOM MPENMYLLECTBA M HAXOAST PACNpPOCTPOHEHME BO BCEM MMpe, KaK B
CTpaHax MyCyAbMaHCKOro O6LLECTBa, Tak U B Pa3BUTbIX €BPOMENCKMX CTpaHax. [1oCKoAbKy Mcaamckoe
purHaHcupoBaHme B KazaxcrtaHe ¢ 2009 roaa He HAWAO AOAXHOIO Pa3BMUTMS, aBTOPaMM MOCTABAEHA
LeAb M3y4eHus OnbiTa M MeXaHM3Ma Ayuller apanTauMm M MHTerpaumm MCAAMCKMX (hprMHaHCOB B
(PMHAHCOBBIA CeKTOp CTpaHbl. Ha oCHOBe aHaAM3a MMPOBOrO OMbiTa MCMOAb30BaHWMS MCAAMCKMX
(PMHAHCOBbIX WMHCTPYMEHTOB pa3paboTaHbl M MPEAAOKEHbI PEKOMEHAALMU MO aKTMBM3ALMM UX
NMPUMEHEHMS 1 YBEAMUYEHUS BAMSIHUS HA PEaAbHbI CEKTOP 3KOHOMMKM Pecry6Amnkn KasaxcraH.

Pe3yAbTaTbl MCCAEAOBaHMS MOKa3aAM, YTO MNPOBAEMAa HEAOCTAaTOYHOrO  PacnpoOCTPaHeHws
MCAAMCKOro GaHKMHra M (UHAHCMPOBaHMS 3aKAIOYAETCS B MCMOAb30BaHUM OGOAee KOHCepBaTMBHOWM
MOAEAM Pa3BUTMS U HAAMYMEM HEKOTOPbIX OFPAHUYNTEAbHbBIX 6APbEPOB KakK MPYAEHLUMAABHOMO, Tak U1

COLMaAbHOIO XapakTtepa.

O6AacTb MprMeHeHusl. Pe3yAbTaTbl MCCAEAOBaHMS MOMYT ObiThb MCMOAb30BaHbl AASI YCMELIHOrO
pacrnpoCTpaHeHMs! MCAAMCKMX (pMHAHCOB B KasaxcraHe, a Takxke Crnoco6CTBOBaTb pPaCLUMPEHUIO
5KOHOMMWYECKOro COTPYAHMYECTBA CO CTPaHaMM MCAAMCKOro MUpa.

KAloueBble cAOBa: MCAAMCKME (DUHAHCbI, MCAAMCKME GaHKM, HEMYCAbMAHCKME CTpaHbl, MEXAY-

HapOAHBIM OMbIT, MCAAMCKME OKHa, CYKYK.

Introduction

Islamic finance in recent years has attracted the
attention of the traditional financial markets of non-
Muslim countries. By some estimates, more than
300 financial institutions and 250 borrowing funds
in more than 75 countries are engaged in Islamic
finance, 45 of these countries use Islamic finance
regulation system (S&P, 2018; Thomson Reuters,
2018).

It should be noted that Islamic Finance is not
limited to Islamic countries and is distributed
wherever there is a large Muslim community.

The difference between Islamic financing and
the traditional one is that the Islamic economic
system is a system based on rules and the principles
of preserving property rights and the inviolability of
contracts and has no speculative component

Islamic finance and banking is a rapidly growing
direction of the financial sector in the world.
According to Global Islamic finance report of 2018,
the annual turnover of the Islamic finance market is
estimated at 2.431 trillion US dollars, which is 1%
of'all world assets, and average growth rate of World
Islamic finance is 11,39% between 2009-2017. The
global Islamic financial services industry grew by
138 billion trillion US dollars from the end of 2016
to 2017 (Global Islamic Finance Report, 2018).

The fact that the global financial crisis has
affected Islamic banks to a lesser extent due to
the specifics of their activities, served as a definite
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impulse to the close attention of traditional financial
markets to Islamic finance.

Nowadays, the geography of the spread of
Islamic Finance and banking covers 75 countries
and distributed in Gulf Cooperation Council and
another non-GCC, Middle East and North Africa.
Also, Islamic banks are developed in South Asia, in
the East Asia and the Pacific region in Sub-Saharan
Africa and in Europe (CIBAFI, 2017).

The trend of the widespread of Islamic finance
demonstrates existence of specific characteristics,
which not full studied by researches to the extend,
that can be applied in Kazakhstan.

Materials and methods

The article uses the methods of system and
descriptive analysis, scientific abstraction, system
approach. A brief analysis of research investigating
this issue is given. System analysis is a scientific
method of cognition, which is a sequence of
actions to establish structural relationships between
variables or constant elements of the system under
study. Descriptive method — a type of scientific
method, which is a system of procedures for the
collection, primary analysis and presentation of data
and their characteristics. The article is preceded
by an in-depth description (actually scientific)
study by supplying samples and material for the
deployment of further scientific procedures and
methods regarding Islamic finance. The method
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of scientific abstraction — this is the method of
economic theory, which allows to exclude from
the consideration of individual non-essential
relationships between the subjects of the economy
and to focus on the consideration of several subjects.
System approach in Economics is a methodological
direction of scientific research, which consists in a
comprehensive study of the economy as a whole
from the standpoint of system analysis and synthesis.
There has been used comprehensive analysis of
experience of Islamic finance developed countries
and studied on all sides of the economic aspects, by
comparing. For comparative analysis, there have
been used different countries from different regions
and were identified features of the development of
Islamic finance system.

Literature review

The article studies and summarizes the research
of international organizations in the field of Islamic
Finance and Islamic law. In addition, in article are
studied the works of economists-scientists in Islamic
finance, who researched features of the development
and promotion of Islamic finance and banking in the
World economy and by the regions and countries
separately.

The article examines the works of Mohd Daud
Bakar on the development and results of Islamic
finance in Malaysia, which is the leading country in
terms of Islamic security market assets in the world
and temp of development of Islamic finance.

Nasim Shah Shirazi research covers such regions
as Pakistan, Egypt and even the CIS countries the
Republic of Kyrgyzstan and Tajikistan (Shirazi,
2014).

There also had been analyzed the studies of
Baljeet Kaur Grewal, established on research of
development of Islamic banking in Europe and
United States of America (Grewal, ECB, 2013:22-
32).

This article studies the works of economists
and scientists, however focus is based more on
the financial statements of international financial
organizations, such as AAOIFI (Accounting
and Auditing Organisation for Islamic Financial
Institutions), CIBAFI (General Councul for Islamic
banks and financial instruments), [FSB (Islamic
Financial Services Board) and others. By using data
and studying the most effective development model,
recommendations were developed that are adaptable
in the Kazakhstan financial market.

In addition, among other scientific papers,
carefully studied all the laws that have been amended

and supplemented on the organization and activities
of Islamic banks and the organization of Islamic
Finance in the Republic of Kazakhstan.
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Results and discussion

To analyze the development and potential of
the Islamic banking system in Kazakhstan, it is
necessary to review the development of this system
in the world by the example of a number of foreign
countries, both Muslim and non-Muslim. Drawing a
parallel between the pace of development of Islamic
finance in foreign countries and in our country, with
the goal of adopting international experience for its
using in Kazakhstan.

However, one of the serious problem arising
in the analysis of the Islamic banking system is

the lack of reliable statistical information about
the entire sector in general. The joint work of the
Islamic Research and Training Institute, Islamic
Development Bank and the Islamic Financial
Services Board summarizes some of the findings
of various researchers of the Islamic financial
system. (www.ifsb.org) The only official source of
information on the Islamic banking system is the
Council for Islamic Banks and Financial Institutions
(CIBAFI). Thus, according to CIBAFTI, the following
chart was drawn up, illustrating the growth in the
number of Islamic banks for the period from 1963
to 2018.

. 9 27
I
1963 1979 1985

505
: I

450
1997 2008 2018

Figure 1 — The number of Islamic banks in the world
Source: CIBAFI, 2018

As can been seen from diagram above, during
the years of economic crisis there has been an
increase in Islamic financial institutions by hundreds
institutions, which indicates that the industry is
being popularized despite the crisis period.

However, it is well known fact that Islamic
finance service industry is not consists not only
from banking system, but also from Sukuk (Islamic
securities) sector, Islamic founds and takaful (Islamic
insurance). From the following figure it could be
mentioned that Islamic banking (76%) is the biggest
sector of Sharia-compliant finance industry.

As can been seen from the data bellow, Sukuk
market accounts for 20% of the Islamic finance
industry, for the comparative analysis in the article it
has been decided took into account the sukuk market.

The global sukuk market totals around 400
billion US dollars according to a range of estimates,
and with 65 products worth of total of 48 billion
US dollars listed on the London Stock Exchange,
the UK is a major centre for Islamic bonds (www.
telegraph.co.uk, 2017).
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The geography of the distribution of Islamic
finance instruments in the world is not limited
to Islamic countries; the products of the Islamic
finance system are also common in Europe, the US,
Southeast Asia and the Middle East.

Leader of amount of Islamic banking assets
is Iran by 34.4%, and then follows Saudi Arabia,
20.4%. In Malaysia, the share of Islamic banking
assets is 9.1% of all banking assets, in the UK the
share of Islamic banks is 0.18%, in Turkey — 2.6%,
in Indonesia — 1.8%. (IFSB, 2018:30-34) It can be
illustrated in the following way.

From the given data on figure 4, the following
countries will be studied in article as leaders
of the industry: Iran, Saudi Arabia, Malaysia,
UAE and Qatar. It is well known fact, that
Islamic banking has gained the most popularity
among developed countries in the US, and in
Britain, experience of these countries will be
considered in the research. Furthermore, there
will be studied countries of the independent
states (CIS).
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Figure 2 — Sectoral composition of the Global Islamic finance services
Source: CIBAFI, 2017

. iy =,
-r-f--\‘n".‘-—-nx“i‘ﬂ ﬁl‘}‘\_ e
e . i

T s

WRUSSTA

MORTH

ATEANTIC

SOUTH
ATLANTIE
OCEAN

Figure 3 — Map of distribution of financial products based on Islamic principles
Source: IFSB, 2017

In the 1970s — 1980s, large Islamic banks such
as the Dubai Islamic Bank (UAE), the Faisal Islamic
bank of Egypt, the Faisal Islamic Bank of Sudan first
were established in Muslim countries. In addition,
the largest Islamic banks of Muslim countries
include Abu Dhabi Islamic Bank (UAE), Faisal
Islamic Bank of Egypt (Egypt), Al Rajhi Banking &
Investment Corp (Saudi Arabia, there are branches
in Malaysia), Shamil Bank of Bahrain (Bahrain).

It is well known fact that, the Gulf Cooperation
Council countries are the largest region for Islamic
finance assets, there are dual system of both local
investment banks: First Islamic Investment Bank
(Bahrain), The International Investment Bank
(Kuwait), and international banks offering services
consistent with Islam: HSBC, UBS (mainly in Bahrain
and the UAE). Citibank has also been working with
Islamic banking structures for a long time.
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Figure 4 — Shares of Global Islamic Banking Assets
Source: IFSB, 2018

There are number of researches and reports
which are concluded that regionally, the Gulf
Cooperation Council continues as the largest
domicile for Islamic finance assets. In 2017, the
region experienced a slight moderation in market
share to 42% of the global Islamic Finance Services
Industry (IFSB Secretariat Workings, 2018).

In the banking system of Malaysia, both ordinary
and Islamic financial institutions operate. The first
in 1963, a charitable foundation was founded that
attracted Muslims’ savings for pilgrimage. Further
on the basis of this charitable foundation was created
the Islamic investment fund Tabung Haji. However,
the rapid development of Islamic banking in the
country began in the 80’s, after the Bank Islam
Islamia Berhad was founded in 1983.

Only ten years later, in 1993, a banking program
based on an interest-free was introduced, according
to which ordinary banks began to provide Islamic
services. After that, several dozen new players
appeared quickly enough, and the product line
increased to 40 different types of services. A number
of major innovations occurred in the nineties,
such as the establishment of a market for Islamic
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interbank operations in 1994, the introduction of a
form of reporting on operations under the Sharia
of traditional banks in 1996, the formation of the
Shariah Council as an authority interpreting Islamic
norms in banking in 1997. In 1999, the country
created the second fully Islamic bank — Bank
Muamalat Malaysia Berhad.

Currently, there are 16 banks in Malaysia that
provide exclusively Islamic financial services.
In addition, 9 local banks and banks with foreign
participation, such as HSBC, Oversea-Chinese and
Standard Chartered, offer products on the principles
of Sharia (www.bnm.gov). According to the World
Bank’s report from 23 February, 2017 Malaysia has
1,03 Islamic finance institution per very 10 thousand
km (World bank, 2017).

The main market in the Islamic financial system
of Malaysia is the securities market, accounting for
two thirds of the world sukuk market.

The Islamic assets of Malaysian banks amounted
to 65.6 billion dollars. According to the Central
Bank of Malaysia, the increase in Islamic banking
by banks in the assets of the country’s banking
system amounted to 18-20% annual (www.bnm.
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gov). At the same time, it must be remembered that
the role of the primacy in the Islamic segment of the
banking system of Malaysia belongs to traditional
financial institutions participating in an interest-free
banking program. This model of developing Islamic
finance in the country has assisted to the increasing
in the sector and has provided implementation of
Islamic finance and business.

The different models of the development of
Islamic financial institution will studied latter for
clearance of comparative review of authors.

The United Kingdom has one of the most
advanced Islamic financial markets in the western
world and is quickly becoming a key destination
for foreign Shariah-compliant institutions. London
in particular is an important financial center, with
major international firms and the Middle East’s
biggest traditional banks offering Islamic products
in this city. Islamic financing activities started in the
UK in the 1980s when the London Metal Exchange
provided Islamic overnight deposit facilities based
on the murabahah principle (Filipo and others,
2013:29-31).

In August 2004, the Islamic Bank of Britain,
the first Islamic Bank in Europe, began operating
in London. However, the prerequisites for the
creation of a financial institution operating on the
principles of Islam in the UK have arisen for a long
time before. In particular, in the 1980s, the Islamic
Bank Al-Baraka worked in the country, providing
services to both Muslims and representatives of
other religions. But due to the stricter requirements
and standards of the Bank of England, in 1993 al-
Baraka Bank continued its activities as an Islamic
investment company and stopped providing banking
services. After 1993, Islamic financial services in the
UK were provided by so-called Islamic « Windows»
of such banks as HSBC, Citibank, but there was no
independent Bank providing only Islamic banking
services in the UK. Despite all difficulties in of
requirements, there are five fully Shariah-compline
banks in the UK, these days: Abu Dhabi Islamic
Bank, Al Rayan Bank, Bank of London and The
Middle East, Gatehouse Bank, QIB UK (Wayene,
2017:5).

According to the report published in 2017 by the
International Financial Service London (IFSL), the
UK is the leading Islamic financial center in Western
Europe and ranks ninth in the world in terms of the
corresponding Sharia assets in the amount of 10.4
billion dollars, services in this area are provided by
23 banks (IFSL, 2017).

In general, Islamic banking in the CIS countries
has not received much development, which is due to
the historically prevailing preferences of economic

agents and to a low degree of client awareness.
However, in recent years, awareness of the Islamic
financial system has increased, in terms of an
alternative source of funding.

The main reason that hinders the development
of Islamic banking in the CIS countries is the
inconsistency of the principles of Islamic financing
to legislation. Kazakhstan is the founder of the
legislative and regulatory framework for the work
of Islamic financial institutions among the CIS
countries.

It is worth noting the experience of
Kyrgyzstan, where work is being carried out to
introduce Islamic banking based on one bank —
«EcolslamicBank» (www.24.kz, 2017). According
to official financial information to 31.12.2017
of EcolslamicBank, assets of bank are 2,826
billion som, which is 40, 519 miln US dollars
(EcolslamicBank, 2018).

There were at least three attempts to create
Islamic banks in Russia, but they were unsuccessful.
Thus, Islamic banks opened in 1992 in Kemerovo
and in 1996 in Makhachkala ceased to exist. More
successful was the attempt to organize the Islamic
Badr Bank in 1997, but also in December 2006,
the Bank of Russia revoked its banking license
(Antropov, 2017: 63).

Thus, there have been shown that Islamic
financial institutions are beginning to play an
increasingly important role in the world financial
system nowadays. At the same time traditional
Islamic financial products can be adapted in such
a way that they can be offered relatively easily by
ordinary banks. In this, often the emergence of
Islamic banks in traditional banking markets entails
certain difficulties, related both to the adaptation of
the banks themselves and to the legislative regulation
of banking activities.

Kazakhstan has fundamental role in the
development of Islamic banking at the legislative
level, and in the development of Islamic finance in
the territory of the CIS and Central Asia.

As it can been seen from table 1, there is no
doubt that growth in Islamic banking and finance
is closely linked with the oil prices. Over 80%
(US$1,877 billion) of the global Islamic financial
assets are concentrated in the 10 countries with
oil dependence (Dubai Islamic Bank, 2017: 11).
These countries’ public finances are likely to be
most affected by the decline in the oil prices.
Governments in these countries have often used
Islamic finance to diversify their funding profiles
but also to demonstrate their support for the growth
and development of what is seen as an indigenous
industry with many local stakeholders.
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Table 1 — Islamic financial assets in selected countries, billion US dollar

Country 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 %
Iran 235 293 369 406 413 416 480 530 544 560 12,7
Saudi Arabia 92 128 161 205 215 270 339 371 401 333 20,95
Malaysia 67 87 109 120 131 155 200 249 254 335 20,89
UAE 48 84 106 116 118 120 123 144 157 197 18,57
Qatar 21 28 35 38 47 68 70 111 122 130 28,11
Turkey 16 18 22 41 43 55 61 43 30 81 24,41
UK 18 19 24 27 33 37 40 43 55 61 13,47
Kazakhstan 0 0 0 0,043 0,074 0,08 0,113 0,078 0,148 0,61 15,3
Source: Dubai Islamic Bank, 2017:11; Kuanova et al., 2018.

Islamic financial services are offered via
different structures, depending on whether or not
the institution also offers conventional financial
services. Institutions that provide conventional,
as well as Islamic financial services, have three
main organisational structures available to them.
Although in some countries, such as Iran and Sudan,
the complete financial system is Shariah compliant,
in the majority of countries, Shariah-compliant and
conventional banks exist side by side. The amount of
full-flegded Islamic bank system is 76.53% of Global

Islamic banking operation (CIBAFI, 2018:23). In
workbook of the Chartered Institute for Securities
& Investment’s Islamic Finance Qualification is
considered that when conventional banks offer
Islamic financial services, this is typically done
using one of the following organisational models:
the Windows Model (16.33% from Global Islamic
banking operation), Branches, Subsidiaries (7.14%)
(CISI, 2018:28-29). This information will be useful
for further study of implementation of Islamic
finance in selected countries.

Table 2 — Comparative analysis of the features of implementation and development of Islamic finance by country

Islami Sukuk market% from
Country IF development period E::ll(lsc world issuance ($342bln.) Model Feature
Corp. Suv.
1979
Iran Nationalization of all 40 1.1 Islamic Total Shariah Low
banks
Saudi Arabia 1978 13 38.81 Islamic Total Shariah Low
Al Rajhi Investment Co ’
. 1983 L Developed Sukuk
Malaysia Bank Islam Islamia Berhad 13 60.6 32.89 Islamic windows market
1975 Conventional and
UAE Dubai Islamic Bank 18 12.9 2.21 Islam}c, Islamic Loyal
windows
1982 Conventional and Loyal and
Qatar Qatar Islamic Bank 4 32 349 Islamic technical
Turkey 2005 5 7.2 3.15 Islamic windows Fast growing
. Hub in Europe,
UK . 2004 o 23 0.07 Branches, Islamic first in Europe
Islamic Bank of Britain windows .
sukuk issuance
2010 Conventional and Hub in Central
Kazakhstan Al-Hilal Bank 2 : ; Islamic Asia
Note: compiled by authors based on (IFSB, 2018; www.bnm.gov; www.qcb.gov.qa)
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With the data from table 2, it is possible to
allocate following features of Islamic finance and
banks in countries with developed Islamic finance
system:

— historical background of development and
implementation of Islamic financial industry, as
it can been seen from analysis most developed
countries in this area started implementation of
Islamic finance more than 30-40 years ago. It should
be noted that, despite the fact that first Islamic bank
in the UK was established in 2004, Islamic finance
activity started from 1980s;

— the financial market of most developed
countries in this issue ether total Sharia based, Iran
and Saudi Arabia in our study, as result of that
population of these countries is Muslim and all their
low and other sectors are totally based on Shariah.

— the financial market of most developed
countries in this issue ether really loyal and flexible
in using instruments of Islamic finance, Malaysia
and UK in our study, that countries where Islamic
finance adopted to finance system which has already
based in the country. Malaysia established own rules
and system of Function of Islamic finance which
allowed to increase number of stakeholders, banks,
financial institutions, products and tools. As a result
60,6% of Global sukuk market is based in Malaysia;

— location of the country and number of Muslim
population directly impact on development of
Islamic finance.

From the analysis bellow and interpretation of
results it could be concluded that for Kazakhstan
financial and social system the loyal and flexible
model of development of Islamic finance is more
useful for different reasons. First of all, despite the
fact that ethnically most population of our country
is Muslim, but really few number of population
use all Islam principles in daily life and interest is
considered as convenient financial indicator, not as
a Riba.

Secondly, there are some difficulties in high
requirements of establishing full-fledged Islamic
banks and as a result there have been established
only 2 banks for period of more than 10 years and
1 of them is totally foreign bank. By using Islamic
windows system there would be possible to improve
and rise the number of financial institution which
could provide Islamic finance tools.

Thirdly, for developing supply of the tools
of Islamic finance it is important to improve the
financial literacy of population in Islamic finance
by demonstrating advantages of the products.

And in this case Malaysian and UK experiences
are also useful, because these two countries have
the strong business schools in Islamic finance and
market.

It is important to notice that Islamic finance is
the system that based on development real sector
of economic and based on real assets without
aby speculative characteristics. In addition, this
feature is very necessary for attracting international
investment in economics of the country for further
development and national prosperity.

Conclusion

The Islamic financial system is the only system
that has shown its stability during the global crisis
and is actively developing not only in Muslim but
also in other European countries.

International experience of the development of
Islamic finance has huge importance for the further
development and improvement of Islamic finance in
Kazakhstan.

There are number of recommendations that
concluded by the authors during study of foreign
experience of implementation Islamic finance:

— improvement the ways to the attraction of
population’s savings in the Islamic banks, by intro-
ducing school banking, so that they do not face a
liquidity squeeze, and the young generation is intro-
duced to Islamic banking;

— improvement of the legal framework using
international experience and amendments to the tax
code to avoid double taxation;

— expanding the range of Islamic finance tools
offered to consumers;

— to start actively to develop the retail Islamic
Finance, as Islamic Finance repairs proposed major
corporate sector;

— using Malaysian and British experience of
rapid development of Islamic Finance, consider the
introduction of Islamic Windows.

For the financial system of Kazakhstan, affected
by the crisis, the attraction and development of
Islamic Finance is very important and promising.

It is also should be noting that there is the
potential role of Islamic Finance in helping to
solve a number of state economic problems such
as financial support for small and medium-sized
businesses, the expansion of the list of services
provided by the financial sector, the development of
programs of the halal industry, the introduction of
new educational programs.
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