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Intro

The key feature, or principle, that distinguishes Islamic banking from any conventional banking
is the rejection of interest-based financial transactions. The prohibition of interest is derived from
[slamic law, which is enshrined in the Quran. Since the advent of [slam dates back to the seventh
century, the application of ethical principles that were first established fourteen centuries ago to
modern situations and circumstances can be a complex matter. Naturally, ancient texts are mute
on such matters as derivatives and stock options, which means that modern-day Islamic scholars

must extrapolate.

The dramatic growth of Islamic finance over the last two decades is one of the more striking
phenomena in international banking. Twenty years ago there were a handful of Islamic financial
institutions; today there are over 187 Islamic banks worldwide, and major international banks
such as Citibank and HSBC have established their own Islamic finance arms.! In 1997, the total
assets of Islamic financial institutions were estimated at over US$100 billion,2 compared with
US$5 billion in 1985%, and currently the total assets in the global Islamic banking industry stand at
over US$260 billion, with annual growth rate of 23.5 percent.* Moreover, this growth is not
limited to Islamic countries such as Pakistan and the Gulf States. The Islamic banking sector has
gained a toehold in the United Kingdom, United States and Western Europe, with a number of
non-bank Islamic finance service entities presently in operation. At least three Islamic leasing
companies are currently operating in the United States and the United Bank of Kuwait has
recently begun to offer retail Islamic mortgages in the US. At the same time, US and foreign-
based multinationals, such as General Electric, Exxon and Royal Dutch Shell have all utilised
Islamic financing in recent years.” The Muslim Community Co-operative Australia (MCCA)
which was established in February 1989, operates from its head office in Burwood, Victoria.
MCCA's activities involve financial dealings and transactions based on Islamic finance principles.
Transactions that involve interest are completely excluded from MCCA's activities.t In late 2003,
a US$100 million Islamic equity fund was launched to invest in private Australian and New

Zealand companies with products compatible with Muslim Shari’ah laws.”



























