
 

Neil D Miller 

Global Head of Islamic finance  

 

May 2012 

Australia 

 

Systemic preparedness 

for Islamic finance? 



Global Islamic banking assets are growing… 
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… and forecast to continue growing. 
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Islamic finance is spreading across the Islamic world… 
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Number of institutions offering Islamic finance products  

Source: Deutsche Bank, CIBAFI, IFSL. 
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…and across the secular world. 

Number of institutions offering Islamic finance products  

Source: Deutsche Bank, CIBAFI, IFSL. 



Is it worth it? 

Could it attract capital and funding? 

Would it makes us internationally competitive? 

Does it force innovation and up skilling? 

Is it inclusive for our citizens? 

Will it create employment? 

Will it enhance our global reputation? 

Does it support the vision for our country? 

Is it ethical and morally right? 

Does the cost benefit balance work? 

Is it profitable? 

It is inevitable in the long term? 

Should the Australia Government or Private sector do anything? 



Muslims are 25% of the worlds population… 

100 – 70% 29– 10% 69 – 50% 9 – 2% 49– 30% Less than 2% 

Muslim population densities 

Source::Pew Forum 



…and are investing immense wealth across borders… 
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MENA-based SWF account for approximately 43%
of the top 10 or $1.7 trillion

Source: Deutsche Bank, Sovereign Wealth Fund Institute. 
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…and lending/borrowing through the use of Islamic Sukuk. 

Source: Deutsche Bank, Bloomberg Finance LP, Zawya  



Australia needs inward investment… 



…and can exploit the regional trade opportunity… 



… and pursue its ambition of becoming the ASPAC financial centre 

City of London 



But this will not happen without strengths in Islamic finance! 



The commercial case is clear 

Is it worth it? 

Could it attract capital and funding? 

Would it makes us internationally competitive? 

Does it force innovation and up skilling? 

Is it inclusive for our citizens? 

Will it create employment? 

Will it enhance our global reputation? 

Does it support the vision for our country? 

Is it ethical and morally right? 

Does the cost benefit balance work? 

Is it profitable? 

It is inevitable in the long term? 



Some steps have been taken… 

 In 2004, the State of Victoria removed the Stamp duty disadvantage on certain residential property 

purchases using Islamic financing transactions. 

 In 2004, the State of Victoria reorganised the principles of profit sharing and allowing Islamic 

contracts to avoid the use of ‘interest’. 

 In 2005, Australia universities begun to evaluate whether they could offer Islamic finance courses 

(Supported by Commonwealth Grant) 

 In 2007, the National Centre of Excellence for Islamic Studies was established with Commonwealth 

support. 

 In 2009, the Commonwealth Government declared treatment of  

 Debt instruments as assets 

 Interest as income and return 

 Islamic finance customers similar to existing financial frameworks and  

 Opened market to Sukuk by introducing securitised commercial bills.  

 In 2010, the Australian Financial Centre Forum’s Johnson report underscored the importance of 

creating a level playing field in the taxation of Islamic finance products. 

 In 2010, the Commonwealth Board of Taxation launched a consultation on the ‘Review of the 

taxation treatment of Islamic Finance’. The final report and the Governments response remains to 

be released. 

 



…and the Private sector has responded. 

Iskan Finance 

ISLAMIC CO-OPERATIVE FINANCE AUSTRALIA LIMITED 

 

http://www.icfal.com.au/index.php
http://www.icfal.com.au/index.php
http://www.icfal.com.au/index.php


What next for Australia? 

The Market/Industry readiness matrix 

Encourage  

and facilitate 

Initiate and  

germinate 

Investigate and 

 regulate 
Identify road blocks and reform 

Create supporting regulations and rules 

Actively invite and solicit market entrants 

Help them navigate the system 

Consider creating opportunities – Pension/Sukuk? 

Location incentives/training subsidies 

Government 

Private sector 



What next for Australia? 

The Market/Industry readiness matrix 

Evaluate 

feasibility 

 

Develop and 

execute 

 

Innovate and grow 

Encourage  

and facilitate 

Initiate and  

germinate 

Investigate and 

 regulate 

Government 

Private sector 

Evaluate feasibility 

given potential 

demand, no 

roadblocks, clear 

regulations and 

facilitative 

environment and 

develop strategy 

Develop products 

to meet demand 

given clear tax and 

legal treatment and 

supportive 

regulators, invest in 

systems, people, 

training  and 

marketing 

 

Deliver local 

demand, learn, 

innovate, develop 

overseas demand,  

attract capital, 

become specialist, 

develop leadership 

and dominate region 

 



What next for Australia? 

The Market/Industry readiness matrix – Where is Australia now? 

Evaluate 

feasibility 

 

Develop and 

execute  

 

Innovate and grow 

Encourage  

and facilitate 

Initiate and  

germinate 

Investigate and 

 regulate 

Government 

Private sector 

PRESENT 

STATE  

POTENTIAL 



What next for Australia? 

Immediate actions for Australia 

Basic elements 

Vocal and welcoming government support 

Facilitative and clear legal framework 

Accommodative banking and supervisory regulations 

Level playing field in Commonwealth and State tax 

Government 

Private sector 

Supportive elements 

Liquidity management tools 

Dispute resolution framework 

Deposit insurance mechanism 

Lender of last resort 



Thank You 

 

Neil D. Miller 

Global Head of Islamic Finance 

 

Email: neilmiller@kpmg.com 

 

Questions? 


