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Keynote Address:                                                                    Presentation
Md Nazrul Islam — Deputy General 
Manager, Bangladesh Bank

Tengfu Li — Analyst, Financial Institutions Group, 
Moody’s Investors Services

Brave New World: Islamic Finance in Bangladesh
Panelists: 

Md Touhidul Alam Khan — Additional 
Managing Director, Standard Bank 
(Moderator)

Ikbal Daredia — Advisor to CEO, Acting Director – 
Global Markets and Fixed Income (GMFI) and Acting 
Director - Treasury, Th e Islamic Corporation for the 
Development of the Private Sector

Professor Dr M. Kabir Hassan — 
Professor of Finance, Department of 
Economics and Finance, University of 
New Orleans

Dr Natalie Schoon — Consultant, Formabb

Dr Saliba Sassine — Managing 
Director, Bluemount Capital

Dr Scott Levy — CEO, Bedford Row Capital

Th e IFN Roadshow 2021 series opens with Bangladesh, a country that has a promising future in Islamic fi nance, especially as it 
launched its fi rst corporate Sukuk in 2020. Bangladesh is on a sprint to aggressive development as the public demand for Islamic 
fi nance is rising, which has spurred the robust Islamic banking sector in the nation.

Moody’s Investors Service forecasts a growth of more than 25% in Islamic banking penetration in the country, backed by strong 
government support due to the high demand. As the world economy moves toward recovery from the eff ects of the COVID-19 
pandemic, Bangladesh is looking forward to greater conversion to Islamic banking, as access to fi nance due to digitalization 
comes into play. Overall, the future looks bright for Bangladesh as the government looks toward an enhancement of liquidity 
management through more regulatory frameworks and the establishment of an independent Shariah committee. Th is can be 
seen as a platform to enable a conducive ecosystem for more Sukuk issuances and further developments in the country. Th ere is 
also a stronger emphasis on the advocacy of Islamic fi nance literacy among the public to further catalyze growth opportunities 
of other sectors such as the Halal industry and much more.
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KEY TAKEAWAYS
Th e challenges facing the Islamic fi nance 
industry are as follows:

1. Communication gap
 Misconceptions, misunderstandings 

and misplaced notions about Islamic 
fi nance must be removed through 
awareness and advocacy programs.

2. Trust gap
 Social business and impact investing should be emphasized to 

remove tension among the stakeholders of the Islamic fi nance 
industry.

3. Innovation gap
 Balance between macro and micro Maqasid should be maintained 

— the so-called form versus substance (fi nancial engineering).

4. Talent gap
 A new brand of scholars who are well versed in Islamic 

jurisprudence and secular fi nancing techniques and mechanisms 
must be nurtured.

5. Regulatory gap
 A proper and effi  cient regulatory framework and law should 

be enacted to provide a level playing fi eld and guidelines and 
standards for Islamic fi nance industry stakeholders.

Professor Dr M Kabir Hassan is the professor of fi nance in the 
Department of Economics and Finance at the University of New 
Orleans. 
--------------------------------------------------------------------------------

Th e esteemed panelists discussed several areas 
particularly on how Islamic banking can 

be developed across the globe. Suffi  cient 
evidence was there to arrive at a conclusion 
that the Islamic banking industry in the 
South Asian region has access to adequate 
capital required for sustainable growth. In 

Bangladesh, it bears a long-term potential 
as well.

Th ey also suggested that the country should put more emphasis 
on the governance and development of Sukuk that can fulfi ll the 
objectives of Shariah rather than on the budgetary defi cit of the 
government. Should a secondary capital market be developed, 
Sukuk could be more popular and outperform conventional bonds 
in the market at some point. Th ey view green Sukuk as this region’s 
newfound potential to strengthen sustainable banking. Market 
penetration for this industry is being accelerated through the 
country’s agent banking networks.

Th ey added that Bangladeshi Sukuk have entered both the interracial 
and local markets as the country is widely considered a no-brainer 
for those who seek investments. Th erefore, the potential of the Sukuk 
market is obvious here in Bangladesh where the government has due 
interest as to some mega infrastructure projects.

According to the experts, the playing fi eld has to be level and the 
approaches from banks, non-banking institutions and other key 
market players need to be comprehensive for which a guideline and 
roadmap should be prepared if the bottleneck is to be reached under 
the scope of social fi nance.

Th e government should look into the tax structure to gain a bigger 
share in Islamic banking. Bangladesh Bank needs to conduct fi t 
and proper tests besides selecting members of the Shariah boards 
in Islamic fi nancial institutions, so that Shariah governance can be 
ensured properly.

As agent banking has been employed with the adoption of 
technology to penetrate the country’s unbanked population, 
Bangladesh easily qualifi es as a fi ne example of fi nancial inclusion. 
Th e experts also opined that the existing technologies should 
be upgraded, including those used in fi ntech to ensure greater 
transparency.

Th ey observed that the pool of trained professionals and human 
resources is not adequate when it comes to the delivery of Islamic 
banking services and products. Because of that shortage, they 
emphasized the development of skilled human capital to support the 
industry’s goal to add values and advance while envisioning a state 
where it is based on Shariah itself, not just compliant with Shariah 
laws.

Md Touhidul Alam Khan is the additional managing director, chief risk 
offi  cer and chief anti-money laundering compliance offi  cer of Standard 
Bank, Bangladesh. 
--------------------------------------------------------------------------------

Th e Islamic fi nance market in Bangladesh 
is approximately 30% of the overall 

fi nancial services market, yet the service 
off erings are not yet very well developed. 
However, the issuance of Sukuk by 
Bangladesh Bank in December 2020 is 
certainly a step in the right direction. 

A number of possible future developments 
were highlighted such as a centralized Shariah 

board, and the development of both regulations 
and product development in line with international best practice. 
Th is will assist with (international) trade-related fi nancial services 
and in growing the Islamic fi nancial services industry. 

Th ere are potentially strong opportunities for Islamic fi nance in 
Bangladesh going forward, with innovation, as well as creativity in 
meeting customer demand, being key.

Dr Natalie Schoon is the principal consultant at Formabb.  
--------------------------------------------------------------------------------
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KEY TAKEAWAYS
Th ere is ample potential for Sukuk to grow in 

Bangladesh.

Firstly, the country’s robust economic 
growth and favorable demographics 
provide a strong foundation for growth.

Secondly, the momentum for Sukuk 
issuances has picked up pace with the recent 

maiden government and corporate Sukuk 
issuances, with more expected to come this year.

In addition to bridging the long-term fi nancing gap in Bangladesh, 
these Sukuk will help banks, which currently lack liquid Islamic 
instruments to invest in, to smoothen their liquidity management.

Last but not the least, more can be done in terms of the regulatory 
framework to support a sustainable growth in Sukuk.

Tengfu Li is an analyst in the Financial Institutions Group of Moody’s 
Investors Service.
--------------------------------------------------------------------------------

Bangladesh is probably the most interesting 
emerging economy. Bangladesh and a few 

Bangladeshi corporates have only recently 
entered the international capital market 
stage and done so with some innovative 
and forward-thinking initiatives. 

Islamic fi nance (Sukuk in particular) has 
enormous growth potential both for the 

domestic market and as a destination for global 
Sukuk investors in search of better returns. However, some work 
needs to be done to take advantage of the strong start to 2021. Th e 
domestic capital markets have little experience of secondary markets 
(too heavily reliant on Murabahah) for Sukuk and the governance 
around Islamic fi nance is in its infancy. 

We have seen a lot of recent interest in Bangladesh for Sukuk 
investment but challenges remain around central bank policy and 
local governance to bring Bangladesh to the forefront of Islamic 
capital markets. IFN’s fi rst Bangladesh forum demonstrated just 
how much knowledge and international experience there is to help 
support the development of Islamic fi nance in Bangladesh — the 
future is bright. 

Dr Scott Levy is CEO of Bedford Row Capital.
-------------------------------------------------------------------------------

TESTIMONIALS

MD. RAMIZ UDDIN MIAH 

“Th e forum is extending their best eff ort to build 
strong, compliant and knowledge based Islamic 

banking. Best wishes for them.”

SHERIEF RAHMAN 

“Overall, excellent.”

MD. MUSTAHIDUR REZA CHOWDHURY

“Th is forum is playing an important role for 
developing the Islamic market.”

A K M SHAHIDUL HOQUE KHANDAKER

“You are doing a great job for the betterment of 
Islamic fi nance and banking.”

AMIRUL  CHOWDHURY 

“Th anks for sharing your forum. All the best. 
Jazakallah.”
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Th e Sukuk market has seen a fl urry of 
activity in the past two years, and notably at 
the end of 2020, Bangladesh issued its fi rst-
ever sovereign Sukuk worth a total of BDT80 
billion (US$927.86 million). Proceeds from 
the issuance will be used to fund a safe water 
supply project across the country.

Th ere has also been a rise in Sukuk issuances 
from fi nancial institutions, with corporates 
announcing their intentions to follow suit. In 
the past few months alone, IBBL, Shahjalal 
Islami Bank and Export-Import Bank of 
Bangladesh have confi rmed upcoming 
Sukuk issuances, while Bangladesh 
Export Import Company (Beximco) and 
Deshbandhu Group are vying to become the 
fi rst corporate Sukuk issuers in the country.

Th ere are two Islamic indices in Bangladesh, 
both launched in 2014: the Dhaka Stock 
Exchange and the Chittagong Stock 
Exchange.

Takaful
Th ere are 11 Takaful operators in Bangladesh 
out of 77 insurance companies, all regulated 
by the Insurance Development and 
Regulatory Authority. About 12 conventional 
insurers off er Takaful products on a window 
basis.

According to the IFSB’s latest data, over two-
thirds of total Takaful contributions written 
in 2017 were attributed to Family Takaful 
which recorded a negative growth of -0.09%, 
whereas General Takaful showed a positive 
growth of 2.98% in the same period.

Islamic funds
IBBL has two Islamic funds: the SEMI 
IBBL Shariah Fund and the CAPM IBBL 
Islamic Mutual Fund, which started trading 
in March 2018. Conventional player Asian 
Tiger Capital Partners Investment launched 
a BDT100 million (US$1.2 million) Shariah 
fund in 2016.

IDLC Asset Management also rolled out its 
maiden Islamic fund, targeting a return per 
annum of 8–9% over a period of three to fi ve 
years.

Outlook
Bangladesh’s Islamic banking and fi nance 
industry has ample growth potential that 
would enable it to hold its own with its 
neighbors, Sri Lanka and Pakistan, and 
especially with strong support from a 
government that is pushing for more 
Islamic fi nance transactions in the country. 
A promising Sukuk pipeline and more 
banks off ering Islamic products can only 
get better with a more comprehensive legal 
and regulatory infrastructure, which is 
considered by industry players as the biggest 
obstacle they face.

Bangladesh: A strong push for 
Islamic banking and fi nance
Th e past year has been a busy one for Bangladesh’s Islamic banking and fi nance industry, 
as it sees greater demand for Islamic fi nancial products and stronger governmental 
support. NESSREEN TAMANO writes an overview of the Republic’s Shariah fi nancial 
industry. 

Regulatory landscape
While Bangladesh still does not have a dedicated Islamic fi nance and banking regulation, the 
Banking Companies Act and Companies Act have provisions for Shariah compliant activity. 
Bangladesh Bank (BB) also issued Islamic banking guidelines in 2009 covering licensing and 
conversion requirements, among others.

In 2019, the Bangladesh Securities and Exchange Commission (BSEC) issued regulations to 
facilitate the trading of Sukuk and derivatives in the capital market, as well as the entry of 
new items — including Sukuk — into the stock market.

In 2020, BB started working on guidelines on green Sukuk for Shariah banks and fi nancial 
institutions as well as a policy framework on Shariah-based green fi nancing. Th e central bank 
also announced that it will be placing a yet unspecifi ed quota limit on Sukuk allocated for 
Islamic banks to be implemented during BB’s auction scheduled for June 2021.

Banking and fi nance
As at December 2020, the share of total deposits of Islamic banks accounted for 25.33% of 
the banking sector, while the share of total investment of Islamic banks was 25.69% of the 
total loans and advances of the sector, according to data from the central bank.

Th ere are 11 fully-fl edged Islamic banks, with Standard Bank, Jamuna Bank and Global 
Islami Bank (formerly NRB Global Bank) being the most recent ones to convert their 
operations to become fully Shariah compliant. Meanwhile, 20 conventional banks off er 
Shariah fi nancial products through their Islamic banking branches or windows.

In September 2019, Abu Dhabi Commercial Bank closed a landmark blockchain-based trade 
fi nance deal involving Islami Bank Bangladesh (IBBL) to move goods worth US$6.5 million 
from Canada to the South Asian nation. In 2020, City Bank executed an Islamic cross-border 
Murabahah-based letter of credit transaction on blockchain, the fi rst in Bangladesh, in 
partnership with the International Islamic Trade Finance Corporation.

Capital markets
A few years ago, the central bank issued the Refi nance Scheme for Investment in Green 
Products or Initiatives targeted at Islamic banks and fi nancial institutions, in addition to 
the Inter Islamic Fund Market and the Islamic Refi nance Fund Account. Th e government 
has also been consistent in issuing three- and six-month Bangladesh Government Islamic 
Investment Bonds.

COUNTRY ANALYSIS


