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EXPLANATORY NOTE

The lack o f effective access to  responsive financing Is one o f the main challenges to  the 
growth and development o f micro, small and medium enterprises (MSMEs) In the Philippines. 
This obstacle Is doubly experienced by our Filipino Muslim entrepreneurs In the 
ARMM/Bangsamoro region and In different parts o f the country w ith  the absence o f banking 
and financial services that are compliant w ith  the principles o f Shari'ah or Islamic law.

Islamic banking and finance involves the conduct o f banking and finance operations 
consistent w ith  the principles o f Shari'ah or Islamic law. In compliance w ith  the Shari'ah, this 
kind o f banking and financing operations is characterized by risk-sharing and equitable 
distribution o f wealth. Undertaking or financing o f anti-social and unethical businesses, and the 
setting o f Interest o r a fixed pre-determlned rate o f return are prohibited.

Islamic banking and finance In the Philippines Is lim ited by three major challenges:

1. Lack o f a clear and regulatory framework fo r Islamic banking and finance, where our
existing laws do not provide fo r the policy Infrastructure needed to  enable Islamic banks
to  thrive and current tax laws also subject Islamic financing products to  more taxes;

2. Lack or scarcity o f experts on Islamic banking and finance; and,

3. Lack or very low Investor awareness and acceptance o f Islamic banking and finance.

According to  the Banko Sentrat ng Pilipinas (BSP), Islamic banking Is the fastest growing 
component o f the financial services Industry worldwide. It continues to  grow by 21% despite 
the challenging global context.

Currently, there are more than 600 Islamic financial Institutions operating In more than 
75 countries and almost all major multinational banks offe r Islamic financial services.

However, there is only one Islamic bank In the country -  the Al-Amanah Islamic 
Investment Bank o f the Philippines, established In 1973.

Thus, It is high tim e to  provide an environment where more o f our Muslim 
entrepreneurs can thrive and prosper, and tap the ir fu ll potential to  help develop the 
ARMM/Bangsamoro region and the whole country as well.


























