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Mr. Younus Muhammad Bashir, President, Karachi (bemof Commerce and Indust
(KCCI), Mr. Mehmood Tareen, Founder & CI of ProfessionalNetwork, Mr. Ateeq Ur
Rehman, Chairman KC@ommittee on Bankir, Distinguished speakers, ladies and gentle

Assalam- o- alaikum

| feel honored tde here today at the fifth Islamic Finance Expo én@rence anaddress this
distinguished gathering of notable scholars, ptiacgr:, and eminentmembers from acaden.

The organizers of this event deserve to be higplyreciated for holding this event aimed
showcasing industry players with their products sexviceslt is highly encouraging to see t
level of participation here which a clear reflection oincreasing popularity of Islamic finan

in the country.

Ladies & Gentlemen:

Islamic finance is increasingigaining importance on the globlandscapeas a viable alternate
to the conventional financial system. Islamic fice industrybased on strg fundamentals due
to its assebacked nature and risk sharing princi, has witnessedaignificant growtl. The
current assetbase of global Islamic finance indusstands at around trillion US$ In addition
to Islamic banking)slamic wealth management (IWM) one ofthe faste«-growing financial
segmentsn the global Islamic finance industry. As of Dedsn 2015, the total global Islamr
assets under wealth managenreached 58 billion US$&nd the number of Islamic funds stc

over one thousand.

In Pakistan Islamic banking industry has shownifigant progress since its-launch in 2002.

At present, the Islamic banking industry has aaglill.4 percent share in assets and



percent share in deposits of overall banking ingus$tate Bank of Pakistan has played an
instrumental role in providing an enabling envir@mh for growth of the Islamic Banking
industry and its promotion at gross root level. SBPamong the few regulators who have
introduced a comprehensive legal, regulatory, amati8h compliance framework for the Islamic
Banking IndustryAs a facilitator, SBP is not only actively engagedapacity building of the industry
through various promotion and training programs lrtcollaboration with the industry has also iskue
five year strategic plan for the Islamic bankingustry which provide a direction and roadmap fa th

industry to sustain its growth momentum

Ladies & Gentlemen:

SBP conducted a survey based study; “Knowledgétude and Practices of Islamic Finance in
Pakistan (KAP)”,during FY15. The survey findings reflect that thésea huge potential for
further development of Islamic banking in Pakistard a significant proportion of demand lies
amongst those who are still financially excludede Wel that competitive advantage of Islamic
banking and finance is yet to be capitalized agatiegh by its lower penetration into strategic

sectors like agriculture, small & medium enterpjsaicrofinance, and low income housing

In order to increase financial inclusion and proenbhancing to priority sectors, the banking
industry (including Islamic banking institutionsa$been given financing targets for SMEs and
Agriculture. In this regard, the banking sector basn given a cumulative target of increasing
outstanding SME financing by approximately 100itilrupees of which about 26 billion rupees
have been given to Islamic Banking Institutions I¢)B Similarly for agriculture sector, a
disbursement target of 600 billion rupees has lgpeen to the banking industry of which 7.8
billion rupees have been allocated to IBIs. Sinylém encourage Islamic microfinance, SBP has
introduced a comprehensive framework to offer Sfadompliant microfinance services. It is
encouraging that NRSP Microfinance Bank Limited hstarted offering first Islamic

microfinance banking services through a dedicagkdric microfinance branch.

Ladies & Gentlemen:
The present Government has shown a strong comntitamehinclination towards promotion of
Islamic Banking and formed a higher level Steerldgmmittee for Promotion of Islamic

banking in 2013. During the last two years, the cottee has worked on various top priority



areas including review of amendments in legal, lsguy and taxation frameworks, developing
liquidity management solutions, developing solusidar conversion of government debt into
Shari’a compliant financing, development of an nsla capital market, reforms in Modaraba
sector, establishment of Centers of Excellence silanlic Finance Education and several
initiatives for capacity building and creating aemaess among people about Islamic finance. It is
a matter of pleasure for me that some key recomatemds of steering committee like
establishment of centers of excellence, launchlIbfshamic Share Index and policy framework

for establishment of Islamic banking subsidiariagenalready been implemented.

Ladies & Gentlemen:

Islamic capital markets form an integral part oé tislamic financial system and growth and
development of capital markets, mutual funds araftd, is essential not only for Islamic
banking industry but also for the overall growthdatevelopment of the country. In Pakistan,
Sukuk market has witnessed growth over the yeatis both sovereign and corporate entities
issuing sukuk. SBP is working with Securities anatltange Commission of Pakistan (SECP),
regulator of capital markets to further developansic finance industry in the country. We
appreciate and acknowledge key steps taken by SEQ#&st few years including review of
Mudaraba guidelines, issuance of takaful rules,u8ufuidelines, and believe that these are

likely to help in further development of overalldsiic finance industry.

Ladies & Gentlemen:

Using this forum, | would like to highlight thatehrapid growth of Islamic finance has also
necessitated a need of strong risk managementidaneind prudent corporate governance
practices. The improvement in transparency andlatigoe of transactions through enhanced
financial reporting and effective monitoring is #mer key area for development of Islamic
finance. After the global financial crisis, glolbagulatory regimes are becoming more stringent
and financial institutions are subject to differeagulatory instructions from various regulatory
authorities. As we know, Islamic financial instituts face some additional risks as compared to
their conventional counterparts. Therefore, it ngportant that Islamic financial institutions
should strategically position themselves in theatitd global market by improving their risk

management function. Islamic financial institutioshould have a comprehensive risk



management and reporting process, including appteprboard and senior management
oversight to identify, measure, monitor and contlifferent categories of risk. | would also like
to emphasize here that risk management framewollarhic financial institutions should also
take into account appropriate steps to comply Bitlariah rules and principleSBP hasssued
comprehensive Shariah Governance framework ancelyued for risk management for Islamic
banking institutions.

Ladies & Gentlemen:

The development and sustainability of any industitically hinges upon the development of
adequate human resource. One of the biggest ngalidfaced by the Islamic finance industry is
the shortage of qualified Islamic finance profesals, who can lead the industry into the next
level of growth and development. State Bank of §taki being cognizant of the importance of
skilled human resource for the industry is encomgghe culture of research and development
in Islamic finance. The most significant achievementhis regard is the establishment of three
Centers of Excellence in Islamic Finance Educatibrwell renowned educational institutions
including Institute of Business Administration (IBA Karachi, Lahore University of
Management Sciences (LUMS), Lahore and Institutdlahagement Sciences (IM Sciences),
Peshawar with the support of SBP. We are hopefal these centers will not only help in
supplying adequate human resource to growing neédke industry but will also create

knowledge environment that promotes innovation.
In the end, | would like to congratulate the organs for successfully organizing this event and
thank them for inviting me here. | look forward ttee success and concrete outcomes of this

great initiative.

Thank you.



