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Growth Factors 
The flow of funds into Muslim oil-producing states. 

Growing political and social desire in the Muslim world for financial alternatives to banking 
moreover, investment institutions that have been historically dominated by the West. 

The spreading of the credit crisis in the global financial markets and the need to access new sources 
of investment capital. 

The growth of sovereign wealth funds and the desire to have shariah compliant instruments through 
which to invest them; and 

The rapidly accelerating number of cross-border multi-jurisdictional financial transactions that are 
possible and required in a globalized world economy assets held by Muslim investors worldwide.





History of Banks in Malaysia

Phase 1

Western Bank

Phase 2

Post 1900 Chinese Bank

Phase 3

Islamic Banks



Phase 1: 1840-1900

1840

The Union Bank of 
Calcutta

1846

The Oriental Bank was 
set up in Singapore in 
1846

1855

The Mercantile Bank of 
India, London and China 
in 1855, 

1859

The Chartered Bank of 
India,, Australia and 
China in 1859

1960's

The Asiatic Banking 
Corporation and the 
Commercial Bank of 
India both in the 1960's, 

1883

Rhe Nederlandse 
Handel Matschappij (N. 
H. M. ) in 1883.

1884

The Hong Kong and 
Shanghai Banking 
Corporation in 1884.



Post 1900: 
Gradual 
emergence 
of Local 
Chinese 
Banks

The 1st local Chinese bank,, Kwong Yik Bank in Singapore in 1903. 

Kwong Yik (Selangor) Banking Corporation in 1913. The 1st bank in KL.

Sze Hai Tong in 1906.  Chinese Commercial Bank in 1912

Ho Hong Bank in 1917 Overseas-Chinese Bank in 1919.

Lee Wah Bank, Bank of Malaya and Batu Pahat Bank in 1920

Ban Hin Lee Bank in 1935  United Overseas Bank in 1935.

Malay bank was established in 1947 by Maarof Zakaria but it failed in 1952.

Bank of Canton in 1953, 

Bank of America in 1955, 

Bank of Indonesia in 1955,

Bank of Tokyo and Bangkok Bank in 1957 



The First Malay Bank1947



Islamic Finance 

1980- Bumiputra 
Economic Congress

1981- National Steering 
Committee. 1983- BIMB 1984- Takaful Malaysia

1993- Islamic Banking 
Scheme- 1 IB and 20 

windows, BBMB, UMBC 
and Maybank

1994- International 
Islamic Money Market.1997- NSAC at BNM1999- BMMB

2004 - (KFH), Al-Rajhi 
Investment Bank, Saudi 

Arabia and Qatar 
Investment Group. 

2007- 12 IB 9 local and 
3 foreign players.

2001-2010- Islamic 
Financial Sector Master 

Plan- 20%

2023: 27 CB and 15 IB, 
5 DB, 10 takaful 
operators and 4 

Retakaful operators
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Pragmatic Development of  Legal Framework

Stage 1:
(1983-1993)

Instituting foundations

Stage 3:
(2001 – 2010)

Strategic positioning & 
international integration

Stage 2:
(1994 – 2000)

Institutional 
building, activity 

generation & 
market vibrancy

Takaful Act 
1984 (TA)

Islamic 
Banking Act 
1983 (IBA)

Government 
Funding Act 
1983 (GFA)

Banking and 
Financial 

Institutions Act 
1989 (BAFIA)

Capital Market 
Services Act 2007 

(CMSA)

Development 
Financial 

Institutions Act 
2002 (DFIA)

Central Bank of  
Malaysia Act 

2009

Tax Neutrality 
Framework

Enactment of dedicated 
acts for Islamic banking, 

takaful & Shariah 
compliant government 

funding

Legislative 
amendments to allow 

Islamic banking 
windows

Several measures to ensure legal 
framework are accommodative of 

Islamic finance  

Dispute 
Resolution

Legal Framework

Law Review 
Committee

Law 
Harmonisation

Committee

Stage 4:
(2011 and Onward)

Liberalisation of  the 
Islamic finance practices

Islamic Financial 
Services Act

VBI

Islamic Fintech
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Malaysia’s Approach

Supported by:

Malaysian
Financial 

System

Islamic Banks 
& Takaful 

Companies Islamic 
Capital 

Markets

Islamic 
Money 

Markets

Money 
Markets Conventional 

Banks & 

Insurance 

Companies

Capital 
Markets

Dual Banking 
System

Integrated human capital infrastructure Professional services with familiarity on IF

Diversified players with wide-ranging productsRobust legal & regulatory framework
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Stages of Islamic Finance

STAGE 1: Focus on how 
to migrate Muslim from 

practicing riba. The focus 
was to find halal solution 

by replicating certain 
features of conventional 
product with some hiyal

to quickly migrate the 
practice from riba.

STAGE 2: Focus on to be 
genuinely based on 
Shari’ah by removing 

excessive hiyal in their 
practice.

STAGE 3: Concern with 
the TAYYIB and IHSAN 
dimension of having a 
“good and responsible 

finance”. The 
permissibility of a 

transaction will not only 
depend on the pillars of 
a valid contract but also 
on Maqasid al-Shari’ah, 

the values, ethics, 
outcome or 

consequences of the 
transactions. 

STAGE 4: Use of latest 
technology  including AI 

to deliver Shariah 
compliant financial 
solution, products, 

services and investment. 



Value-based 
Intermediation

VBI: An intermediation function that aims to deliver the intended 
outcomes of Shariah through practices, conduct and offerings 
that generate positive and sustainable impact to the economy, 
community and environment, without compromising the financial 
returns to shareholders 

Greater attention will be devoted to value creation and value-
based businesses that reflect the true essence of Islamic finance. 

• Driven by long term and wider objectives (profit, people and planet)
• Performance measurement considers both financial and non-financial aspects 
• Innovation to create values for all 
• Impact-based approach that fosters good conduct 
• Meaningful and active roles of key stakeholders (consumers, employees and 

public) 





YAB Dato’ Seri Anwar Ibrahim

• As Malaysia solidifies its position as the leader of the global Islamic 
economy, the comprehensive financial ecosystem will be modernised, 
centering on the Maqasid Shariah principles. 

• In line with the Ekonomi MADANI framework, the Government will 
collaborate with Islamic financial industry players to offer more 
digitalised, innovative and diversified Islamic financial instruments by 
leveraging Islamic social finance such as zakat, waqf and sadaqah. 

• A sustainable and effective Islamic finance that encompasses the halal 
and tayyib principles will be aligned with the growing global 
environmental, social and governance (ESG) funds. 

• Through a greater understanding of Maqasid Shariah, Islamic finance 
can be fortified to balance between the social and environmental 
needs with economic development. 

• The strategy encompasses a comprehensive array of halalan toyyiban
activities and Islamic financial innovation, pursuant to the Maqasid 
Shariah principles.

• The Financial Sector Blueprint 2022 – 2026 consists of five strategic 
thrusts, where one of the thrusts, “advance value-based finance 
through Islamic finance leadership”, envisions a financial system that 
can deliver tangible socio-economic impact and ultimately 
demonstrate the values and full potential of Islamic finance, including 
realising Maqasid Shariah. (Malaysian Economic Outlook 2024)







Banking 
System

Monetary Institutions-
BNM, Commercial Banks.

Non-monetary Institutions-
Finance Co, Merchant Banks 
and Discount Houses.



Non-Bank Financial 
Intermediaries

Development Financial Institutions- Bank 
Pembangunan, BKR

Saving Institution- National Saving Banks 
and Credit Cooperative

Provident and Pension Fund-EPF, Pension 
Trust Funds, LTAT.

Insurance Companies- Conventional and 
Islamic

Other Financial Intermediaries- Leasing Co. 
LTH.



Financial Markets

Money and Foreign Exchange- Market for 
securities less than 12 months to maturity. Eg-
banker’s acceptance, negotiable instruments.

Capital Market- Primary and secondary 
securities market. Halal and Non-Halal 
Counters.

Commodity Futures market and financial 
futures market and options market


