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Bismillahir rahmanir rahim
Assalamualaikum warahmatullahi wabarakatuh and good afternoon
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Excellencies and Distinguished Panelists
Honoured Guests
Ladies and Gentlemen

1. Alhamdulillah, all praise be to Allah s.w.t., by whose grace and blessings we are able
to gather here today. Let me extend a warm welcome to our guests and participants. |
am indeed pleased that Malaysia has been entrusted to host this year's Islamic financial
services board annual meetings, and in conjunction with this, to also organise the global
Islamic finance forum.

2. These events are an important platform for the exchange of views on the future
direction and development of the Islamic financial services industry. It is my hope that
the sharing of knowledge and experience amongst the participants gathered here will
contribute towards the advancement of Islamic finance.

Ladies and Gentlemen

3. The development of a comprehensive and robust international financial system - one
with the necessary depth and breadth - is important to support international trade and
investment. In this context, the emergence of a vibrant Islamic financial services industry
represents a significant development in the international financial landscape.

4. Islamic finance provides a viable means of mobilising funds for investment and
financing in conformity with syariah requirements. The universal characteristics of
Islamic finance have not only drawn participation from the muslim community, but have
also attracted the participation of non-muslims. Its foundations in the principle of equity,
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which promotes profit and risk sharing between provider and recipient of funds, and
which promote socially responsible financing, are features that have wide appeal, both
among muslims and non-muslims.

5. Islamic financial services can also enhance economic linkages between countries and
regions, particularly among muslim nations. This can enhance financial partnerships and
encourage independence from recurring international aid and assistance. Intra-regional
trade among muslim countries - which currently only stand at 10 percent of total trade of
muslim countries - can be raised and upgraded. Similarly, investment flows can be
enhanced, such that wealth generated in a number of muslim countries can be
channeled to countries in need of financial resources for growth and development.

6. Since its inception almost three decades ago, the number of Islamic financial
institutions worldwide has increased exponentially, reaching across more than 75
countries. Total assets of the Islamic financial system are estimated to exceed one
trillion U.S. dollars with an estimated annual growth of between 15 to 20 percent.
Although still small in comparison to the conventional financial system, there is evidence
of strong demand for Islamic financial products in the global market, with requirements
far exceeding supply.

7. In the global Islamic bond, or sukuk market, the issuance of Islamic instruments has
already surpassed the fifty billion U.S. dollar mark. The potential of this market can be
seen when we consider that funding needed for infrastructure projects in the middle east
and Asia alone is expected to exceed five hundred billion U.S. dollars. Without a doubt,
this is a time of rapid growth for Islamic finance, and we will certainly see more volume,
more players and more products in the very near future.

Ladies and Gentlemen

8. In a relatively short span of time, we have observed clear evidence of the viability and
universality of Islamic finance. To further develop the Islamic financial services industry
into a mainstream business, policymakers, regulators and market participants must work
together to ensure that the Islamic financial system meets with acceptance at the global
level.

9. In this respect, | would like to state that Malaysia is fully committed to supporting the
development of a comprehensive Islamic financial services industry. Our figures reflect
this commitment. Currently, total Islamic banking assets have increased to 133 billion
ringgit, or 38 billion U.S. dollars, accounting for over 12 percent of total assets in the
domestic banking system. For takaful, assets have increased to almost 7 billion ringgit,
which accounts for 6 percent of the insurance market. Outstanding Islamic private
securities now make up about 50 percent of the domestic corporate bond market.
Indeed, as the pioneer of new sukuk instruments, we are proud to say that 67 percent of
sukuk in the global market today was issued in Malaysia.

10. Together with a number of other countries, we established the Islamic financial
services board (IFSB), which is mandated with the development of international
prudential and regulatory standards for Islamic financial institutions. The role of the IFSB
is a vital one in the effort to expand Islamic finance globally. Sound frameworks and
globally agreed standards are absolutely crucial towards the growth of the sector - and



the IFSB will need to provide sound leadership in these areas. The membership of the
IFSB has now reached 110 members, representing 21 countries. And as Islamic finance
gains in importance, so will the IFSB rise in international stature.

11. For Malaysia, an important agenda going forward is for the country to become a
global centre for the origination, distribution and trading of Islamic financial instruments.
Situated centrally in the Asian time zone, Malaysia aims to be an investment gateway to
the asian region, specialising in Islamic fund and wealth management, and also as a
takaful and re-takaful centre. With greater development, Malaysia's Islamic financial
system will deepen its existing linkages to other international Islamic financial markets,
facilitating investments and trade relations between east Asia and the middle east, west
Asia and north Africa.

12. Recognising the massive potential of Islamic finance, Malaysia has taken certain
strategic measures to accelerate the sector's growth. For instance, an executive
committee of key government officials, regulators and industry leaders has been tasked
to create a more effective delivery system to implement initiatives to support the Islamic
financial services industry. This concerns a full range of matters relating to talent
development, immigration and taxation issues, amongst others. An "executive green
lane" has been accorded by the immigration department to the Malaysian Islamic
Financial Centre (MIFC) secretariat to help expedite applications by expatriates for long-
term employment passes with multiple entry visas. This will hopefully facilitate the
greater movement of talent and expertise in the area of Islamic finance in Malaysia.

13. In addition, the Islamic banking, takaful, re-takaful and Islamic capital markets have
been liberalised to allow for the entry and licensing of new players. Both foreign and
local players can now apply for a license to conduct business in international currencies,
which may also be supported by tax holidays. Fund managers managing Islamic funds
of foreign investors in international currencies may also enjoy tax benefits. Operational
flexibility is also given to new licensees in order to establish branches or subsidiary units.

14. To develop the sector's potential even further, the government has now taken the
decision to relax foreign investment committee (FIC) rules to allow 100 percent foreign
equity ownership in Islamic financial institutions established under this arrangement.
Such institutions are also allowed to acquire properties for their own use, while the
acquisition of properties and land for commercial purposes as part of Islamic financing
activities will only be subject to a one-time approval. Finally, full stamp duty exemption
for ten years - beginning this year - has been granted on foreign currency instruments
executed by these participants, and on instruments relating to ringgit as well as foreign
currency Islamic securities. Approval has been granted to fully exempt from withholding
tax any profits or income on non-residents' investments in non-ringgit Islamic securities,
including sukuks issued in Malaysia.

15. Our Islamic financial system will also adopt a conducive stance on syariah
interpretations and practices, consistent with its international dimensions. In this regard,
it will mutually recognise and accommodate the various juristic reasoning that has been
approved by recognised syariah advisers. While this flexibility will be provided to foster
innovation and alternative solutions, efforts will continue to be directed towards building
syariah convergence on some levels, which are important to reinforce unity, as well as
develop trade and investment ties. We will continue to encourage active dialogue



between syariah scholars from different regions on the issues and challenges faced by
the Islamic community with regard to aspects of the syariah.

Ladies and Gentlemen

16. In order to fulfill our objectives concerning the development of Islamic finance, it is
imperative that we transcend geography, race, culture and religious edicts. In this
manner, it is my fervent hope that the world will see that Islamic finance is not just for the
benefit of muslims. In my view, its significance is far wider and needs to be seen in the
context of global peace and prosperity, thus offering hope to triumph over the odds and
to resolve conflicts confronting us.

17. Indeed, it is my sincere wish to see all participants at this conference fully utilising
the platform before us to further promote Islamic finance for the benefit of the ummah, as
well as the global community. Through the use of effective dialogue and collective
reasoning, | believe that we will be able to advance towards our goal of establishing a
credible Islamic financial community in the years to come, insya-Allah.

18. | pray that our efforts will be blessed and rewarded by the Almighty, as we work to
improve the lives of people throughout the world. On that note, | wish you a successful,
engaging and productive conference ahead.

thank you.



	 
	Prime Minister's Speech at the Islamic Financial Services Board Annual Meeting and Global Islamic Finance Forum (GIFF) 

