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A G E N DA

Dubai Islamic Economy Development Centre (DIEDC) has been working 
towards harmonization across different sectors of the Islamic economy. 
Part of these efforts include developing a unified global legal and 
regulatory framework for Islamic finance.

The project was adopted as a strategic initiative by the UAE Ministry 
of Finance and subsequently endorsed by the UAE Cabinet and lauded 
by the Islamic Development Bank, who later co-sponsored the initiative 
alongside DIEDC. In addition, DIEDC’s existing agreement with the 
Accounting and Auditing Organization for Islamic Financial Institutions 
- (AAOIFI) provides access to AAOIFI Sharia Standards as the starting 
point for the development of the code. Moreover, Norton Rose Fulbright, 
a global law firm, has been appointed to provide legal counsel in drafting 
the code for the global framework.

Building on that, this webinar brought together the industry experts 
who are directly working on the project in order to deliberate on why the 
Code is so important and how it will drive the Islamic Finance industry 
forward. 

M O D E R ATO R
MUSTAFA ADIL
Head of Islamic Finance, Refinitiv

S E S S I O N 
PA R T I C I PA N T S
SOHAIL ZUBAIRI
Senior Advisor, Dubai Islamic 
Economy Development Centre

OMAR MUSTAFA ANSARI
Secretary General, Accounting 
and Auditing Organization for 
Islamic Financial Institutions - 
AAOIFI 

MOHAMMED PARACHA
Head of Islamic Finance, Middle 
East & Africa, Norton Rose 
Fulbright

3



Islamic finance has since become a force to reckon 
with and gaining considerable traction around the 
world, thanks to the resilience that the industry has 
shown during the global financial crisis. The question 
now is how do we empower the Islamic finance 
sector’s integration into the global mainstream 
financial markets, and set a unified legal framework 
for it.

According to Sohail Zubairi, Senior Advisor at 
DIEDC, various authorities from countries that 
intend to roll out Islamic finance have been unsure 
of which brand of Islamic finance they should opt for 
due to regional differences in practices. However, 
these non-traditional domains should not be 
subjected to such confusion and should be able to 
comfortably rely on a set of robust principles that 
are applicable universally. 

Sohail believes that the start of project is a long time 
coming and once completed, the Code shall have 
the potential to drive the Islamic finance to the new 
heights.      

Omar Mustafa Ansari, Secretary General at AAOIFI 
said: “We have agreed as an Islamic finance industry 
that we can compromise on a lot of principles, 
and try to find our way by picking and choosing 
the minimum requirements that we believe are 
necessary for doing Islamic finance.”

“We have to evolve; we can’t always be at infancy 
stage. Once we grow, we’re going to have many 
different problems, with regards to, for example, 
cases that are taken to the courts of law and the 
arbitration that might be needed. We are not 
prepared for that, and this is one of our biggest 
weaknesses,” said Ansari.

S U M M A R Y  P O I N T S
• The unified Global Islamic Finance Code (“Code”) is aimed 

at merging the differences currently found amongst 
practicing jurisdictions. 

• In addition, the Code shall provide a global reference point 
for the next generation industry growth through exploring 
the new non-traditional markets.

• The Code shall greatly enhance the confidence amongst 
the cross-border trade and investment participants by 
removing the regional anomalies currently found in the 
application of Islamic finance. 

• Code shall also accord strong legal protection to parties 
entering in to Sharia finance contracts, thereby enhancing 
the preference for the Islamic solutions.

• While it is important to aim for mainstreaming the Islamic 
finance, it should be achieved without compromising on 
its core noble principles. 

• The Code shall create immense opportunities for 
innovating new products and services under its ambit 
since these shall be equally acceptable to different 
jurisdictions adopting the Code. 

• The steering committee established to oversee the 
project, shall ensure that the technical side of the Code 
is reflective of the ‘fiqh al muamalaat’ relevant to the 
contemporary Islamic banking and finance. 

• Once the project Code is completed, DIEDC intends to 
launch it through an international treaty. 

W E B I N A R  D I S C U S S I O N
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A  U N I F I E D  F R A M E W O R K
The initiative, announced in May 2020, responds to 
the longstanding calls from the industry stakeholders 
for greater harmony amongst established Islamic 
finance hubs and will also contribute to the overall 
expansion of the Islamic economy. 

DIEDC and AAOIFI have signed a memorandum 
of understanding, enabling DIEDC to use AAOIFI’s 
standards as the starting point towards developing 
the Code.

“The global regulatory framework we are working on 
shall fill the statutory gap in Islamic finance.. I’m quite 
hopeful that the DIEDC initiative, fully supported by 
the UAE leadership, the Islamic Development Bank, 
and the AAOIFI, can over time catapult Islamic 
finance into the mainstream global finance, so that 
the benefits of Islamic finance can be shared with 
the world,” said Zubairi.

At the same time, mainstreaming Islamic finance 
into the global financial system should not be at the 
cost of compromising its core principles or losing 
its identity. Ansari emphasized: “We don’t want to 
be mixed up in the mainstream; we want to uphold 
our identity. If we want to maintain Islamic finance’s 
identity and still mainstream the industry, we will 
need a robust set of legal framework, standards in 
different areas, governance, a regulatory framework, 
solvency, and risk management. This is the reason 
that AAOIFI is supportive of the Code”

E X P E C T E D  B E N E F I T S
Many benefits are expected to come about 
from the new Islamic finance Code. Mohammed 
Paracha, Head of Islamic Finance, Middle East & 
Africa, Norton Rose Fulbright, believes that it will 
reduce differences or uncertainties within Islamic 
finance practices among market participants, bring 
consensus within the global market, and break 
down barriers to entry, which is the main driver for 
cross-border market participation. Once there is 
greater certainty within Islamic finance, it will bring 
confidence among market participants.

Paracha explained: “It’s about the nitty gritty, the 
nuts and bolts on how we function as an industry to 
make sure that we are all talking the same language 
– and that is important because often, we are not 
talking the same language. The Code will allow us for 
the first time to talk and to be able to teach others 
in the same legal language. We have many examples 
of that around the world, with the Loan Market 
Association, the Bankers Association for Finance 
and Trade, and other global organisations that 
have carried out similar exercises to standardise. 
Once we get to that stage where we have a Code 
that standardises Islamic finance legislation, the 
differences should start to be eliminated.”

With governments around the world preoccupied 
with big-picture issues such as climate change, 
international trade, cybersecurity and most recently, 
COVID-19, the ability to lobby a government and 
persuade them to open up their country for Islamic 
finance may be very difficult. According to Paracha, 
the presence of a Code, developed by experts for 
the benefit of the industry and global entrants, will 
greatly facilitate the introduction of Islamic finance 
to new markets.

While established Islamic finance markets such 
as the UAE, Saudi Arabia, Malaysia and Pakistan 
have considerable experience in the sector, newer 
markets, particularly those establishing their 
Islamic finance industries, are looking towards a 
legislative framework that is readily available so that 
they would not need to do everything from scratch. 
For such markets, the unified global Code will be 
significantly helpful to adopt Islamic finance and 
provide great opportunities. 

5



A D O P TA B I L I T Y  C H A L L E N G E S
One of the challenges in the Islamic finance 
codification project is that it requires working with 
different systems of law. Mustafa Adil, Head of 
Islamic Finance at Refinitiv, noted that it was not just 
developing countries that may lack the technical 
expertise – some of the developed countries around 
the world struggle because their systems are so 
complex. 

Furthermore, the divergence between regulatory 
and legislative frameworks in different markets 
is a potential concern as some countries follow 
civil law and others follow common law. Paracha 
acknowledged there will be challenges in this 
regard since different countries have different 
arrangements. 

For this reason, DIEDC has spent a lot of time 
in thinking about the implementation phase, 
and whether an international treaty parallel to a 
domestic legislative approach would facilitate the 
roll-out of the Code in different markets in a phased 
manner. 

“We have a phased approach to how we’re going 
to deliver this,” said Paracha. He added that it was 
important to deliver a unified Code that the industry 
can be proud of and that addresses all the concerns 
that have been voiced in various forums. Once that 
is delivered, implementing it – when there are so 
many stakeholders who are part of the advisory 
board – will be a natural step.” 

I S  T H E  M A R K E T  R E A D Y ?
Asked whether the industry was ready for a global 
legislative framework for Islamic finance, Zubairi 
said that all signs showed it was the perfect time. 
“I believe it is now or never. Whether it is the 
commitment to the project by the UAE leadership 
that have taken it upon themselves to deliver this 
Code, the unrelenting support by IDB, who are not 
only our partners but also strategic supporters, or 
the strong technical support that we are getting from 
AAOIFI and the way the news has been welcomed by 
the industry – all of this indicates that the industry 
has been ready and waiting for the Code.”

In a live poll conducted by Refinitiv during the 
webinar, 49 percent of participants said that Islamic 
finance was ready to welcome a unified Code across 
the globe, and that the Code would provide global 
cooperation to increase cross-border trade. About 
20 percent suggested that only some areas where 
innovation was saturated could be codified. Only 
four percent said it was too early for such a Code 
as the industry was still in innovation mode, while 
four percent were unsure.

Commenting on the poll results, Ansari noted that 
the new Code will not inhibit innovation, and that 
there was plenty of room for new Islamic finance 
products and solutions. “There are new products 
coming in for which there are no equivalents on 
the sharia side. Some people also think innovation 
is about bringing products closer to conventional 

and mimicking more products coming from the 
conventional side. There is a whole world available 
for innovation for genuine finance products that will 
help the real Islamic economy.

The experts clarified that traditional fiqh (Islamic 
jurisprudence) will play a role in the development 
of the new Code, and that the steering committee 
members shall ensure that the Code is reflective of 
the Fiqh applicable to contemporary banking and 
finance. 

“Traditional Fiqh has to play a major part in developing 
the Code but we have to be realistic about how we’re 
going to use it in modern context. That is where our 
esteemed scholars will be playing an important part, 
to make sure that we have something that is world-
class and demonstrates to the industry what a Fiqh-
based Islamic Code looks like,” explained Paracha.

Once the Code is ready and all the operable 
processes have been completed and following a 
phase of lobbying, DIEDC plans to launch it through 
an international treaty during 2021. As soon as this 
treaty is launched, the signatory countries would be 
responsible for adopting and applying the Code in 
their respective jurisdictions. 
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M A R K E T  Q U E R I E S
The market quarters have welcomed the initiative and want to learn more about the Code.  
Following is the sum of queries received by DIEDC and their responses:  

S C O P E 
What is the scope of the project? Is it a set of “plug 
and play” rules and regulations? If yes, what steps 
are being taken to ensure these can be applicable 
across the different jurisdictions?

DIEDC:   The code once developed shall address 
the pressing need for one global legal framework 
to provide transparency and protection to parties 
entering in to Islamic finance contract.  The Code 
will not be plug and play since the countries adopting 
the code will need to adjust it a bit to suit their local 
requirement but without compromising on its core 
provisions.     

E X T E R N A L  S U P P O R T 
Are there any ongoing discussions with other 
stakeholders, particularly in Europe (U.K. or any 
other EU country), Asia (Malaysia, Indonesia) and 
North Africa (Tunisia, Egypt, Morocco, etc.)? 

DIEDC:   We are in the process of setting up an 
advisory board which shall be comprised of the 
eminent personalities from legal, regulatory, banking, 
academia, compliance, private sector and other fields 
from different jurisdictions to cover the maximum 
geographical landscape.

A A O I F I  A S  A  S TA R T I N G 
P O I N T 
What would be the approach if the AAOIFI 
standard is controversial or not applicable in some 
jurisdictions?

DIEDC:   Currently, the AAOIFI standards stand out as 
the only visible industry benchmark set of standards 
which, we believe, can give us a good head start. 
Differences, if any, shall be resolved with consultation 
and consensus, although we believe the industry has 
evolved considerably from earlier times and such 
situations may be rare.  

A P P R O A C H 
How are you approaching this project? Bottom up 
approach (i.e. discussion with various stakeholders 
and then coming up with the outcome) vs. top 
down approach (starting with a draft framework, 
discussion with various stakeholders, and 
adjustments and what if there are some conflicts 
between the requirements of the different 
stakeholders). 

DIEDC:   We shall first develop the code chapters 
which shall then be circulated for consultation with 
the industry experts and fine-tuned based on their 
input. In case of differences, the majority opinion 
shall be adopted.  
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