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KL poised to becone Islamc financial hub (HL)

Zai di |sham | smai

MALAYSI A is set to becone the regional hub for Islamc financial services
with the official inauguration of the Islam c Financial Services Board
(IFSB) tonmorrow by Prinme Mnister Datuk Seri Dr Mahat hir Mhamad.

The IFSB's secretariat will be based in Kuala Lunpur and Ml aysi a has
al so been given the honour to host the first neeting of the IFSB Counci
and the board's general assenbly to be held during the two-day |aunch

The 1FSB is an associ ation of central banks, nonetary authorities and
other institutions responsible for the regul ation and supervision of the
I slami ¢ financial services industry.

The Islam ¢ banking and financial services industry has been grow ng
rapidly in the past few years, both in Ml aysia and gl obal ly.

Today, assets of the Islamc banking sector in Mlaysia account for 8.8
per cent of the whol e banking system s assets of about RV65 billion, up
from6 per cent a year ago. In the private debt securities market, 51 per
cent of the total value of papers issued are |Islanic-based.

Wor | dwi de, including the US, Europe and West Asia, there are nore than
200 Islamc financial institutions with conmbined assets of about US$170
billion (US$1 = RMB. 80).

One fl oor of the Bank Negara Ml aysi a building has been cleared to house
the 1 FSB secretariat tenporarily. Its own premises will be built on a plot
of land near the Tun Abdul Razak Menorial in the city.

"The IFSB wi || create awareness anong both Mislimand non-Mislimnations
around the world on the existence of Islamc financial instruments in the
region," a |local econom st told Business Tinmes in Kuala Lunpur.

"It will also disseminate information on the Islamc way of investing,
banki ng, capital markets and other Islanmic financial instrunents,” he
added.

Bank Negara Governor Tan Sri Dr Zeti Akhtar Aziz has been appointed
chairman of the IFSB's steering commttee.

During the launch, the Articles of Agreement of the IFSB will be signed
by the nine foundi ng nenbers. They are Kuwait, Ml aysia, Saudi Arabia,

I ndonesi a, lran, Sudan, Pakistan, Bahrain and the Saudi Arabi a-based
| sl am ¢ Devel oprment Bank (| DB)

In addition, seminars and forums will be held. Speakers include Pakistan
Fi nance and Economic Affairs M nister Shaukat Aziz, Islamc Devel opnent
Bank (1DB) president Dr Ahmad Mohanmed Ali and Bank of Sudan Governor Dr
Sabi r Mohammed Hassan. Qthers are fromthe Labuan O f shore Fi nanci al
Services Authority, the Institute of Islamc Understanding Mal aysia, JP
Mor gan Chase, MKinsey & Co, and Standard and Poor's.

The formation of the IFSB, previously known as the Islam c Financial
Services Organisation, is the culmnation of a two-year effort initiated
by a group of governors and senior officials of central banks together
with the | DB

Al so |l ending their support were the Accounting and Auditing Organisation
for Islamc Financial Institutions and the International Mnetary Fund.

The establishment of the IFSB is in response to the grow ng significance
of the Islamic financial services industry. It is tasked with setting up
international standards for Islamic financial instrunments.

The 1 FSB' s objectives include disseni nating, harnonising and pronoting
best practices in the regulation and supervision of the industry.

It is also expected to fast-track the devel opnent of the global Islamc



capital market, and formul ate and devel op standards for the regul ation of
Islamic financial institutions worldw de.

The board will devise and dissem nate standards and core principles in
conpliance with Syariah (Islamc |egislation) for adoption by menber
countri es.

The board will be governed by a council of governors nom nated by the
foundi ng nenbers and chaired on a rotation basis in al phabetical order of
t he nmenber countries.

The 1FSB will cooperate with other standards-setting organisations in
the areas of nonetary and financial stability, and pronote good practices
in risk managenent through research, training and technical advisory
servi ces.

Mal aysia set up its first Islamic financial institution in 1963 in the
formof the Pilgrinms Fund Managenent Board, or Tabung Haji.
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