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SHAPING THE FUTURE OF ISLAMIC BANKING IN
BANGLADESH: INSIGHTS FROM BANKING LEADERS

Adil Chowdhury

President & Managing
Director

Bank Asia Ltd.

Bank Asia holds a significant position
in the history of Islamic banking in
Bangladesh for introducing a simple
and appropriate Shariah-compliant
profit-sharing module called the
Income Sharing Ratio (ISR) to
accurately calculate the profit rate
each month. Our Islamic banking

division ensures the highest level of

Shariah compliance in all banking
activities.

One of the major challenges
faced by Islamic banking is the
management of surplus funds, as
there is no Islamic money market
and limited number of Islamic
instruments. The adverse economic
conditions resulting from the impact
of COVID-19 and the Ukraine war
pose challenges in timely realization
of investment dues. Adjusting
deposit rates in line with increasing
inflation rates is another challenge,
as deposit rates are determined
based on income/earnings.

To address these issues, the central
bank should address concerns such
as establishing an inter-bank money
market for Islamic banks to facilitate
the smooth management of surplus
funds. Besides, the government
should introduce more Islamic
instruments like Sukuk Bonds
to create alternative investment
opportunities for the banks
particularly Shariah based.

Mohammad Feroz
Hossain

Managing Director & CEO,
Exim Bank Ltd.

Nowadays, Islamic banks offer a
wide range of banking services that
encompass various aspects such
as deferred payment-based foreign
trade, overnight call money services,
wholesale subordinated bonds, and
retail credit cards. These services are
provided through Islamic modes that
are primarily based on principles of
buy-sale (bai), partnership (shirkah),
renting (ijjarah), and agency (wakalah).

The main challenges faced by
Islamic banking in Bangladesh
include the need for education
among customers and bankers
about this particular banking
system. The government can play
a crucial role in addressing these
challenges by initiating or sponsoring
comprehensive research projects and
publications. Such efforts can help
disseminate accurate knowledge
and enhance confidence among
people regarding Islamic banking as
a holistic alternative to interest-based
conventional banking.

It is important to recognize
that Islamic banking contributes
significantly, and in some cases
exclusively, to the government’s
inclusive banking campaign by
bringing unbanked individuals into
the banking sector. Currently, Islamic
banking commands approximately
one-fourth of the total bank deposits
in the country.

Syed Habib Hasnat

Managing Director,
Global Islami Bank

Mohammed Monirul
Moula

Managing Director & CEOQ,
Islami Bank Bangladesh Ltd

Global Islami Bank boasts a strong
Shariah Board consisting of renowned
Islamic scholars from the country.
Firstly, we ensure that we explain the
principles and concepts of Islamic
banking to our customers, including
profit-sharing (Mudarabah), cost-plus
financing (Murabaha), and asset-based
financing (ljarah). We emphasize the
significance of Sharia compliance
in all our Islamic banking practices.
Additionally, we have developed
educational resources such as articles
and FAQs to educate potential
customers about the principles of
Islamic banking and the benefits they
can derive from our bank’s services.

The government can play a
supportive role in promoting Islamic
banking by enacting laws that facilitate
the establishment and operation of
Islamic financial institutions. We
anticipate legal frameworks that
address Islamic contracts and financial
transactions, taxation policies that
treat Islamic financial products fairly,
and mechanisms for resolving disputes
specific to Islamic banking. We also
encourage the government to foster
collaboration between Islamic banks
and conventional financial institutions,
both domestically and internationally.
Such partnerships, joint ventures, and
cross-border cooperation can enhance
the accessibility and availability of
Islamic banking services.

Islami Bank Bangladesh Limited
offers  Shariah-based  financial
solutions to promote Islamic
banking. We engage in real asset-
based and real asset-backed
investments, following a need-based
approach to maximize welfare. We
have also introduced a collateral-
free microfinance program for
marginalized individuals, which
has now become the world’s largest
Islamic microfinance operation.

The major challenges faced by
Islamic banking include a lack
of skilled manpower in the field,
the absence of a well-established
research and development
framework in the country, and a
lack of Islamic banking literacy in
society. Currently, Islamic banking
in the country is governed by a 2009
guideline from the Central Bank,
which is not aligned with the latest
developments. Ensuring uniformity
in Islamic banking practices is also
necessary.

It is high time to enact a separate
law for Islamic banking, considering
the significant demand in the market.
To meet this demand effectively, the
Islamic banking curriculum should
be incorporated at the university
level. Practical aspects of Islamic
banking should be emphasized
alongside the theoretical framework.

Farman R Chowdhury

Managing director & CEO,
Al-Arafah Islami Bank
Limited

Sharing of profit and loss
and prohibition of collecting
interest have been the two
major pillars of the whole
Islamic ~ banking  system.
Presence of some 500 plus
Shariah-based financial
institutions in 76 countries
not only justifies the above
statement but also bears
testimony to the fact that it is
gaining popularity among the
non-Muslim countries as well.
Ever since the inception of the
first Islamic bank in the 80s,
Bangladesh has never looked
back. Today, there exist as many
as 10 full-fledged Islamic Banks
in the country. Moreover, there
are Islamic banking windows
in almost all the banks. Despite
all the growths, I think there are
numerous challenges too. The
shortage of skilled manpower
with a deep understanding
of Islamic tenets is the most
significant of all. In spite of all
the bottlenecks, I still believe
Islamic Banking System is
poised to play an increasingly
important role in our economy
and the world economy as a
whole.
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Variety of cards
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Khidmah Credit Card

Based on ujrah policy of shari'ah

Lowest service charge

Credit limit up to 5 lakh Taka

Cash withdrawal up to 50% of approved limit

Usable worldwide

Exciting discounts available in transactions along with
monthly installment facilities
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= EAQHY UG O Tijarah Islamic Banking solutions are available at Southeast Bank

Dual currency cash and digital transaction
ATM withdrawal up to 2 lakh Taka

POS payment up to 3 lakh Taka

Withdrawal up to 5 lakh Taka from branch POS
Acceptance for NPSBfVISA network

branches to satisfy your everyday Islamic Banking Needs
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Al-Wadiah Current Mudaraba Savings
Deposit Account Deposit Account
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Mudaraba Term
Depaosit Account

Hajj Agent Card

Balance in Taka equivalent up to 7.5 lakh US Dollar
Withdrawal up to 1.5 lakh Saudi Riyal from ATM
Usable for paying of house-rent and shopping of shari'ah

permitted items .
Remaining balance adjustable
Instant issuance .

Mudaraba Short Notice
Deposit Account
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—— Mudaraba Mohor Mudaraba Zakat Mudaraba Cash Waqf Mudaraba Hajj
" Savings Scheme Savings Account Scheme Savings Scheme
Dual Currency Prepaid Card
+ Cash withdrawals worldwide
* Dual currency digital transaction a——
» Balance up to 5 lakh Taka _$3 16206
» Cards can be availed without a bank account P cail From oversens
+88 096123 16206
a bank with vision
Also Available: e-Cab Prepaid Card, Deposit Card and Celifin Virtual Card
*Conditions apply

www.islamibankbd.com




