°|

>

EHas2 SFd ANE

2012. 12.
e Y4
Melotag Uy

o
(ﬁ)ﬂ%ﬂ%ﬁ?ﬂ
Korea Capital Market Institute






%Wﬂﬂoﬁ&o
~,
1Tl w L A L
T —_—
%wﬂ%mﬂuar ﬁ%g#%@ﬂ% ECA N IO
éaxlquﬂ A T oo O o oH T MR
AL =~ do TR o o <
s Ao oo ® 5 o T G Y m oo 2
G 2o B uy < 4T KoL 2 O o o W
J) ERRE T oo i o 0 op B W g
boelBe® g s3ET T ET FEE LT
a_aﬂ_o;auau;u% Mowml oarmﬁﬂ,_tgmmﬂvgml
R gy e of % oof o oo T
WO = 5 T = 7 & ﬁmﬂeo» o_,_i.ﬂuLEo
B Ay X %xwu%%%mﬂ ,S;.]ua
muﬂ__,_ﬂﬂfr ﬂﬁoxlo%mﬂazumuzmm%%oyoe_
LT E s Toyals By xR PR
i Xod e @ V@%%J@@omgﬂ TN
urmvopro_a%o owmﬂ;u Porm%ﬁmmazfﬁa@1ﬂw
%%H%%ﬂ.%ﬂi%ﬂﬂx.@i m,xﬂ7mﬁw,
iy To T &0 & w W OE g CR- ) oy = STRRATIG A
X :.L EI \I.W R =< o~ X w o/ e S owo Bo
ﬂngahjﬁ_ai%ano%moﬂwm%m T N
maulﬁﬂio%wo%%%wﬁNﬁAHt%ﬁ_.mﬂani,
o M g ® ﬂﬂmfxﬁq%%lymrl Lo A
<t op ol — El R < W X ~ TR ol
Umﬁo_;uﬁ_.ﬂomwuﬂm,xzoﬂu:naulueeT J%ﬂwnoq_n:
imﬁ%ﬂﬂg% Er8 N g P o B 5 )
mﬂovuLA_azoowoﬂnonzm _,oToEW_ML QEzuimt
Hﬂ%ﬂﬂ%w x ° .Wﬂ%i%% %%7%;0
_ﬁoqc_o.vanﬂoﬂauﬂraﬁc]@g by o T
1@1MWA_E@ %%%ﬁwﬂﬂ%wﬂ& Wogpoo o B H
Mzoﬁﬂo o uToTi%iAomAA .&aguﬂwjﬁ
Hvu%mﬂ‘ﬂhﬂ% %ﬂmﬂueﬂezuﬂmﬁﬂﬂkmaMHMM7ﬂ
I W Laﬂgﬂ,@_ﬂ@ww51ﬁgﬁ
wfﬁﬂL;__ﬁmﬁ.E%aﬂwm%hgo&o_%
= B P M@ﬂ%?ﬂhﬂ%%%o_eﬁ_@
o»iuauﬂve._o?mﬁwﬂ ﬂwn_w,mogeurm
W T



T AAADY oA

A% BAEA Ao B wa

20123 12€

[0

—

~H
~

o

S -



Hr

Executive Summary eetettetettetseteestitettetetretettetstieaseitettetatreterretstaasrate

Xvii

Abstract eeteseseeteseaeetetetesieteaeateteaeateteteateteteateteteateteseateteaeateteteateteaeatene

ch o 1O oo

17
17
21

39

...45

=

50

=)

2. olEHEEAIE

57
57

1. &4 o] AJ O wreerveneentstentstitet e

69
75

<
B H|

o o

- il -



4. Oé% ....................................................................................................... 78
B, Al ZFIE B ettt 86
:l.%_cq -.:‘.JQ_ 'l;% }\]/\].3:—] ........................................................... 93
1. 32 AHHO o]|ETFE T FH HIF 93
2. FEAAIL FH] B TF o5
3. }\]/\]_7@ .................................................................................................. 101
-J—-’-T‘f_"fﬂ__ .......................................................................................... 105

- iv -



19
=20

<3t

R

g

hvs
A=)

A}

3

ee)

[I-2> HSBC Amanah

<F

36

Z=
=

03> 74 Ag)ze ol

<3

<3t

o

gl

Aprke} =7t

I
!
Al

<} [M-1> ol&

63

2

A A 3]

o
g

g
=80

IV-2> &go] Ao} o]

<3t

66
68
72
89
.97

V-4> T o] A]o}e] G5 WS AJF] coorererrrreremrereennsinien e
<¥ N-5> 94z o]

<3t

V-1> S 58 F A3 A o]

<3t

100



<2 [-1> F-upsl FFOJlA] FEIR v 9
< 125 O] AT} THOJHHA]L JEZ crrrrrrrereeeressssssssessssssessns s 10
<AB [-3> O] AE]ALF FFOJHA] FEZR vt 11
<28 [ 4> FTFEHHE TFO AL TEZ o 13
<2 [-5> BAFEITF TFOJWAA] JLT crevrrerereseresisssssis i 14
<2T [1-1> SFTIOF TF A3 A F orrreerrereressssss s 20
< T1-2> FTFEHEE ATEF Z]E s 71
<O [I1-3> $F ] TFA oo 26
<% MM-4> Zahalel 2 T2 - AR ZAFHE 78
<28 [1-5> Zautal 222 P2 - Tl A TH e 29
<13 [I-6> _?.a_u]_—g—} FE FZF - 5}94_3_3_ ............................................. 30
<TIE T[75 O|RFE} GEE FLZ s s 31
<19 [1-8> o] x}a} 45 2 - Sale and lease-back «weeeeeeeeesseseseninnes 32
<Y [1-9> FTFEFHE 225 TJEZ crrvemrreeeesssssss st 33
<T2T [1-10> FEAFEFT} 225 JEZ s 34
<_‘:[_%]’ I-11> E}y}%_l}g}u}—g} p=R=!] %ogq._lz_ ........................................... 41
<O M1 O] S THFGAFAL oottt 46
<% MM-2> 52 TR 2 BRI ZEON o 49
<O I-3> O]STFT T A crrerrrrerrrrrsmnistnietie s 50

- Vi -



4=
2
=3

AAOQOIFI

ADB

AFB
BCH
BNM
BOE
BOJ

BTMU
DIFC

ETF

ETP

FIEL

FSA Japan
FSA UK

GCC

IFSB
IIFM
IIMM
INCEIF
ISDA

ISRA

Accounting and Auditing Organization for Islamic
Financial Institutions

Asian Development Bank

Asian Finance Bank

Bursa Commodity House

Bank Negara Malaysia

Bank of England

Bank of Japan

Bank of Tokyo-Mitsubishi UF]J

Dubai International Financial Centre
Exchange Traded Fund

Exchange Traded Products

Financial Instruments and Exchange Law

Financial Services Agency, Japan

Financial Services Authority, UK
The Cooperation Council For The Arab States of

The Gulf
Islamic Financial Services Board

International Islamic Financial Market
Islamic Inter-bank Money Market

International Centre for Education in Islamic Finance

International Swaps and Derivatives Association

International Shari’ah Research Academy for Islamic
Finance

- vii -



4=
2
=3

JBIC
JSDA

KRX
LMC
LSE
MAS
MENA
MIFC
OIC

PEF
SAC

SPvV
SPT
TSE
WIEF

Japan Bank for International Cooperation
Japan Securities Dealers Association
Kuwait Finance House

Korea Exchange

Liquidity Management Centre

London Stock Exchange

Monetary Authority of Singapore
Middle East and North Africa

Malaysia International Financial Centre
Organization of the Islamic Conference

Private Equity Fund
Shariah Advisory Council

Special Purpose Vehicle
Special Purpose Trust
Tokyo Stock Exchange

World Islamic Economic Forum

- viil -



< Executive Summary >

of o oo 1N
O of\

o rlo

o)
i
T

Aelok A7 olxd] Bg AL Ueteith Folrh lont Ak

o) Abglo} AL H e BE ZrloA EUsih Akgole] Fo AlA}

A2 e o5y FA, o 49 FERY, BHUY A, ¥
=9 9k A g4, A At FwEdE Aol 34
e w8418 2uA FAYS (haram)e 25, A3 AF FA
5ol

- ix -




o
-+

7= )
A o) g0}

23] T -AMgetde® oA Akgo}

7} 23]

oleH

<
T

1980 tH o]

th= A}k 1990 )

3}
o}

tol e FF/7F A

A3

—_
"o

i

HA = A

S

A =N =2A 4%

ol
~~

P —
fi%e)

xr
—_
o

fiTe)
B!
o

3 Apelole

of #

Ho
Njo

1t}

el

A =

Rno=

z:g_]__

2 Apelololn ¥A7

294 e ol%
AAE Aelotel A

HZo=

At

3T
w

AEHY Sy

el

o

< Woistth. ol

)=

ol

By o]&dl A




glo]Ajop Bl niE Q1o

o FEg

2 AAA F8§A4

ol
X0

0

v

A

=9

&
__OT

Zom 20000 ©]

LA = A

2011 & 7], AAMA ol&

o] Aatoled of

S
R

2=
= a

o] 80% o/l ©

B3hsh

H]Z0] 10%9l

A 5=

A oledEE ARl A

=
AAA

L= AgAsta o T oAlof

dr

& 78 mE

i
.AO
op
!

\

sJo] 70% 7VeS AA

-

il

=

&+

7F AA

A

¥ FAENAA 1 WAk AR By

2=
=

Y = ojyel ww

O

|

BARo ARtk A% F&d oA AEA L3 o

3

A

X -



Eias

S

314

0

G AENM AEIolE FAsA
et EALAE ol&yF§ Mgl AT

R

A =7b A A 8= A

Qe

3o
sluz}l @) ol

oy

1 ole@dF g ZAS] =4

d, BY, ARAG GF

b

1. 2 o] Ao}

L
R

o}

)
—_

op

|=HlS Al

A

3

ALY oleH

Z
-

8%, AAH8 21%, MA 57%,

3]
=]

J 16%, H

O 3
p

e mEe
=

)

]

ATk 2009 7%, ZdolAlol AA FFANA ]
2] 88%

A

el

sEG H 2 ¥

ol +% A% 4

S

v}l

- xii -




o o % o) M op A+ oW Mo do do T W Y W OAT
< sod o kTN E R W ET A
— Tn mo 100 — —
° TR zREs Popmae o Ra?
ey s T Ap 2 R . — K =
7 —_~ — — = odMﬂ;lﬂiﬁ_,TuZﬁﬂEoF
[sl 1_;_|_,A EﬁELOJuo ELI on  wo X]ZU
— R S s AR
© 5 o o° o o W o
* sgmTery TELRLLY _wi
° BlegkTr ERIIEUITEC
W ovu‘m,OIﬂJléEO_E% auﬂoﬂomﬁwaaptﬂ%
™ ool momwo & oM oE B o Mool
o R S PP T oo WP gy RO N
i Py, o — T o F ooy
- = No — = boes I o oy < o el oy =
o B TH G FH e R T O
oS Wwﬂ%ﬂ.@ﬂamﬂ &r%ﬂﬂﬁwﬁ%ﬂmﬂ___%
= = = <O g
& LEET YR e T Lo b 2T
I I S R A o NN »

o <) ) ) t ox

ﬂﬁm TEVHE g o oT%auuwj.mL“ﬂim._u
N W =< 2% o L S =
o iy an o) = & oF T ° "R OB X oo B
e FPER phwr PTalgggd B
= R I élaﬂmmﬂo_ﬂwm}%ﬁ
o I o xR 2 g N 5B
F = T L TR
A - oSG o ol A B I S R e
oz ol o Ao W R =ROBR % et H Ay o
T N o W R N o Mo oF T P T T © oF T

- xiii -

5t

A

Ad 7=

-

7}




o o %v oo oy H o5 N ~N o
o TR ol T X R i o B opy D
<] oo N CHENC L ™ B oo
W W RN o W o
Hl fm il A o T WO H o WW 3 <]
Wolo N ==3 o g
o= M ® X o 0 B oo o
5% S TN b © A
g MO e i d 4w o = 9
TG ) - =) I
e M Pb gy mH o o p T
oo o 30 "0 g o 14 X %o
o 'S _zwc ~ ,.HH ox X
MWM OWU EL _ 0 ‘IH O_E JD O—H <
iy ) fo X = FAH ¥ s
T Sl TR M
oo Py PN b Mg 5 X
%%%%%%%ﬂ%i%%ﬂ%
- N
o ° M W X9 mm S
Sl o BT e Y o gy A g T °
/Mo 2 ~ Haee PhE
O_.._ N go H =0 3 N & X 0o O~ Eo
=R A_I R =T J.ﬁ AT _n: 1Zru X oW
oo " of Y
N TR <] a A
w0 > %o o e X B
\MM X ‘mwo T ~C ‘H
~ 2 S S T
oz ow gz xRl 9 e
o THITE LT NS E o E
WooZ e N N %wr AT ME%%,
: M o g ) °
S il Mo - o B ‘Ur ﬂ Po & No W_.__ Ak
dn T T Hp w o o < W OE

A=A S

Z
- Xiv -

be odmLe] ¥}




wiﬁlmﬂ 20 fn o=
od B ﬂ%w%ﬂ a
oo A pa n
hy N =o E.n ‘A_|e il o3 F 4 I T
o O om_ﬂ%
W ) E_
HTO_,;% %gmm@%wmwa CC)
uh%%ﬂr. Efmﬁﬁzloﬂ.ﬂ fr@r%o
5% ®s Eﬁﬁrﬂ%% iioﬂﬂﬂ
S P g Hz Wy Mo T ol ¢ i_ﬂﬂ
qu.%gm ii%@@%mlﬂaﬂw
pEes ndptEE SR
o — =2 ! W = K oy ~ e
%EA ofo 1ﬂnx oy
M;movuﬂloi Mo o_eﬂlﬂrwo ﬁﬂi;uﬁﬂ
T« ]_ ]JIO‘JII
Tr g E ﬂ&ﬂ_xa% Auhm_ﬁx_t
z® PR %L_Lgu;ﬂwi ovu%mmﬂ
o PR T - ™ Moo= = ~ 1t P X o g
%Q@W E@Wﬂﬂ# w B a
<° %noEmn
%M%H ;E&rl%m.% é%mauwml
o o o T "y o ™ Ho _ o|
ﬂmo k) 1:1_ E ovu O# —_ or 0 ﬂw._._ — -
ﬂﬂmumﬂ HT.EI_u MAﬂAl_.T; ﬂﬁﬂonm
MR g X gé%.;m}l%z Jo
E%%.x _ixﬂwr%ﬂoO@r‘Hﬂm
Eﬁ]Fon‘umO Mr:: @M aovy vu]ﬂdﬂ o
o0 o B N Jl].l.mﬂiﬂu ﬂUX .L.Lﬂno
oy P B B NoH o= o [N o
2 o B SN o o = do I
BN T 5@25&3%&&%%%
Moo P o 2 W
7o?01|1on_m._¢| =
vz_oqv}o o] N
KR & b ooy T T
Jnﬂewﬂl
U

- XV -




o

o

J))
-

O

X

o

tel 2009 o)<

S

AH «7lse 19

tRey At o] =3

S

-
=

He Al

b2

A A 7Y

5ol .

1

;OL
‘mO
-

o AA7F &

ZAAA

o)
9%
!
R
AW

2=gl=1 0 o
E%UFE

tod ZBA1A BA A o]

)

dY 2olM e o8

~
qu

jJN
—_

- Xvi -



< Abstract >

Current Status of Islamic Finance and Its Implications

I. Concept

Islamic finance refers to a form of finance where capital is
raised and managed under the social and economic principles of
Shariah law. All Islamic financial products have to be approved by

a Shariah committee consisting of experts in Islamic jurisprudence.

Although each nation has different standards regarding
whether an activity complies with Shariah, the basic fundamentals
are universal: Restrictions on receiving interest, sharing profit and
loss, prohibiting uncertainty, speculative transactions, storage of
funds, and haraam (any act that is considered sinful in the

context of Shariah).

In order to conform to Shariah principles of no interest
payments, special Islamic contract structures are used, e.g., use of
real assets, joint investments, and other alternative transactions.
More specifically, Islamic transactions include Murabahah (the sale
of goods at a price), Istisna, Ijarah (lease), Mudarabah (partnership),
and Musharakah.
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ITI. Islamic Financial Products

Islamic financial products can be classified into banking
products, capital market products, and insurance products in a
similar way to conventional financial products. Until the late
1970s, Islamic banks were strictly run by Shariah principles, and
hence there were very few financial products. It was only after
the 1980s when Islamic banks adopted loose interpretations of
Shariah and expanded to Asia with diverse products. In the
1990s, global banking giants expanded into Islamic banking.
And since then, Islamic finance has grown dramatically with

diversified product lines similar to conventional banks.

With a stronger market foundation, Islamic capital markets
have achieved a steep growth mostly around Malaysia in the
2000s. Basically, most capital market products run against
Shariah principles. But as more flexible approaches are used in
interpreting Shariah, Islamic financial products are becoming
similar to traditional securities products, and the number of
products has ballooned. More recently, even derivatives, whose
inherent uncertainty were regarded as inappropriate, were
introduced in Islamic finance. Today, Shariah-compliant products

are as diverse as traditional capital market products.

The Islamic insurance market has also grown dramatically as

institutional grounds for Islamic finance have developed.
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Muslims well recognize the need for insurance, but they cannot
use conventional insurance products due to their speculative
and uncertain features. Instead, they use an alternative called
Takaful, a cooperative system based on small contributions by
members. Takaful is one of the most promising Islamic financial

products.

M. Current Status of Islamic Finance

The history of today’s Islamic finance dates back to the
1980s, when Islamic finance institutions in Malaysia and Bahrain
began to provide small-sized personal financing. At the
beginning, the scope of service was limited to personal loans,
but soon expanded to a more flexible approach toward
Shariah-compliant financing. With the growth of Sukuk in the

2000s, Islamic finance began to attract worldwide attention.

As of 2011, Islamic finance holds over $1.2 trillion
worldwide and grows by more than 10% each year. Islamic
banks hold over 80% of the total Shariah-compliant assets, and
they are followed by other key players like Islamic funds and
Sukuks. Most of the Islamic bank assets are held in the Middle
East. Islamic banks in Malaysia, Turkey, and the UK also have

significant portions.
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Sukuk is one of the most significant Islamic financial
products. Although representing only 10% of total Islamic
finance, they are growing the fastest. Malaysia accounts for over
70% of Sukuk issuance, and is leading the growth by exporting

Sukuk-related infrastructure.

Islamic financing assets are concentrated in the Middle East
as well as the GCC and MENA countries. Moreover, they are
expanding to other regions such as Turkey, Sudan, and Egypt,

as well as non-Muslim countries.

With the steep growth in Islamic finance, western financial
institutions introduced Islamic finance by opening separate bank
windows inside their conventional banking branches around the
1990s. Although market systems related to Islamic finance were
not in place at the time, western banks wused loose
interpretations of Shariah to build up Islamic product portfolios
that were close to conventional ones. Not only commercial
banks, but also investment banks introduced Shariah-compliant
finance. They are now leading players in the Islamic capital
markets, and contribute to developing and internationalizing

modern Islamic finance.

In line with these trends, the middle class population is

increasing in the Middle East, in Muslim countries in the
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Southeast and Southwest Asia, and these regions increasingly
use Islamic financial institutions. Moreover, as the Middle East
increases its investments in Asia, the number of Islamic
financial institutions is on the rise in Asia including Hong
Kong, Singapore, and China. In western economies, such as the
US, France, and the UK, Islamic ethics is attracting more

attention and Islamic financial institutions are proliferating.

IV. Introducing Islamic Finance into non MENA region
1. Malaysia

Malaysia developed Islamic finance through government-led
efforts and has accumulated know-how related to Islamic
financial markets and products since the 1960s. As a result,
Islamic financing and its techniques proliferate and are more
advanced in Malaysia than any other nation. Currently,
Malaysia adopts a dual banking system, which simultaneously
operates a conventional banking system and Islamic one, with
the policy giving some advantages to Islamic financing. As of
2009, Islamic financing accounts for 16% in banking, 8% in
insurance, 21% in asset management, 57% in debt, and 88% in
equity in Malaysia. The figures show that Islamic financing is

more active in capital markets than in traditional financing.
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Malaysia is a Muslim country and used loose interpretations
of Shariah to expand Shariah-compliant financing and products.
Also, the nation took the lead in its bid to become a key
player in the market segment. It built the necessary
infrastructure, e.g., devising Islamic finance regulations and

establishing regulatory and educational institutions.

Malaysia also introduced the Islamic money market earlier
than others and paved the way for a developed Islamic capital
markets. Thanks to these efforts, Malaysia became the center of
global Islamic capital markets in the 2000s when Sukuk grew
significantly. The Malaysian government exerted diverse Sukuk
market-related efforts, for example, issuing government bonds as
diverse forms of Sukuk. Now, over 70% of Sukuk is traded in

Malaysia.

2. UK

Among non-Muslim countries, the UK is the most developed
in Islamic finance. It first encountered Islamic finance when the
nation became the stronghold for oil money investments in the
1970s. In the 1980s, giant global banks established their Islamic
finance arm in London, and this is when large UK banks began

Islamic finance. When Islamic finance grew in the 2000s, the
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UK government set about reshaping London’s financial

environment to make the city a western hub for Islamic finance.

The UK’s goal was to create a new financial environment
where Islamic finance and traditional finance are subject to
equal laws and regulations. Also, the nation wanted to establish
an environment within the exiting legal and institutional
boundaries. To do so, the UK government provided tax breaks,
so that transaction costs for Islamic finance were equal to those
of conventional financing. In addition, regulatory principles were
presented. Especially, the government highlighted the principle
that all UK citizens should enjoy the same service, regardless of
which ethnic or faith group they belong to. For instance,
according to the principle, if a Muslim is marginalized from
financial services due to his or her religion, it is viewed as
discrimination. This justified the need for introducing Islamic

finance.

Thanks to the government’s decade-long efforts, the UK now
has the most advanced Islamic financial infrastructure among
non-Muslim countries. However, the UK is still cautious about
issuing government bonds in a Shariah-compliant style.
However, the markets are expecting the UK to issue Sukuk and

build a new track record in this area.
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3. France

Although France holds the largest Muslim population in
Europe, it maintained a conservative position toward Islamic
finance primarily due to political reasons rather than economic
reasons. But as Islamic finance grew rapidly and the UK
emerged as the center for the growth, the French government
couldn’t hesitate any longer. In 2008, France announced the
introduction of Islamic finance. Since then, the additional costs
generated in Islamic financial products have been eliminated,

and now Islamic loans and Sukuks are traded in France.

In terms of Islamic finance, France has the biggest future
potential in Europe. Islamic finance demand in France will
come from not only Muslims currently residing in France, but
also France’s former colonies in Africa that adopted the French
financial system, e.g., Algeria, Morocco, and Libya. In addition,
a French financial giant has operated and provided Islamic

financial services in the Middle East for a long time.

With enough potential to become Europe’s Islamic financial
hub, France intends to attract capital from the Middle East and
use it to finance French firms. More specifically, France wants
to attract oil money that otherwise would go to the UK. To

accomplish the goal, France has continuously revised its laws
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and regulations so that Shariah-compliant capital market
products, such as Sukuk and Islam funds, can be traded

domestically.

4. Japan

In 2005, Japanese financial institutions and Islamic financial
institutions in the Middle East and Malaysia formed a business
alliance. This is considered the point when Islamic finance was
first introduced in Japan. Since then, several revisions were
made with regard to financial product transactions and asset

securitization so that Sukuk can be issued in Japan.

Japan is Asia’s largest and most mature capital market and
foreign exchange market. The country felt the desperate need
for Islamic finance when the Japan Bank for International
Cooperation was trying to publicize Japan as a long-term

investment destination to attract the Middle East’s oil money.

As Islamic finance grew fast in the international financial
markets, the Japan Bank for International Cooperation led
coordinated efforts with the Financial Services Agency and Bank
of Japan to devise a step-by-step approach to introduce Islamic

financing.
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From 2007, Japan revised capital market related laws several
times in order to treat Islamic financing as financial alternatives.
This helped increase the number of Sharia-compliant financial
products tradable in Japan. Moreover, tax laws were changed so
that Islamic financial products receive fair treatment in

comparison with other financial products.

The tax breaks and legislative reforms to boost Islamic
finance involved tremendous costs and risks. But Japan is
willing to take them in order to lead Asia’s Islamic financing in

the future.

5. Singapore

Islamic finance first came to Singapore when Islamic
financial products were first traded in asset management,
insurance, and hedge fund industries in the mid 1990s. Since
then, Islamic finance has grown significantly, and more financial
institutions in Singapore provide Islamic products. Then, the
government started to take actions to introduce Islamic finance
under the principle that all types of financial products should
be tradable in Singapore, which wants to be a global financial
hub. Singapore’s decision was affected by the fact that Islamic
finance can provide niche market opportunities to foreign

financial institutions such as asset management firms, insurers,
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and securities firms. Since then, Singapore has made efforts to
build infrastructure through which Islamic financial services are

provided under the condition equal to other financial services.

Based on the nation’s advanced financial system, the
Singapore financial authorities are making more legislative
revisions that will help Singapore to drive development of
Islamic financing, and become a center of Islamic finance. In
doing so, the country abides by the principle of applying the
same tax for similar economic functions. The tax reform is still

underway, and the range is expanding.

Geographically, Singapore is close to Kuala Lumpur. But
Singapore regards all Muslims in Asia as potential clients and
wants to become Asia’s Islamic financial hub by using the nation’s
advanced financial system as well as the multiculturalism-based

social system.

V. Conclusion and Implications

In 2009, the Financial authority of Korea set to revise the
regulatory framework to introducing Islamic Finance for
facilitating ~ financing from middle east countries. But
unexpectedly, the National Assembly opposed the plan and no

decision has been reached.
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Islamic finance is still a fraction of the global financial
markets. But many countries discovered its potential for future
growth and already introduced it. Korea should consider the
potential, as well as prospective demand from economic
cooperation with the Middle East. It is desirable for Korea to
view Islamic finance as an alternative vehicle, and adopt it

within the boundary of the existing laws and regulations.
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