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AT THE end of December 2014, the market share for Islamic banking assets in Malaysia was 25.5 percent, indicating 
an improved acceptance of Islamic banking among Malaysians, including the local people of Sabah (Sabahan). 

This also suggests full government support to strengthen the dual banking system in the country whereby Islamic banking 
is practised in parallel with its conventional counterpart. 

Given the government support, Maybank Islamic Berhad, for instance, has considered the Islamic financing as a core 
business segment in that this segment is growing 50 percent faster than its conventional peer. The market share for Islamic 
financing industry is 29.2 percent at the end of December 2014. This article expounds four key prospects but not limited to the 
following. 

First, there is a growing awareness and interest among Sabahans on Islamic banking products. Evidently, there is an 
increased domestic demand for al-awfar investment account, home financing and Islamic personal financing in Sabah. The 
former offers customers with a grand prize of RM100,000, the latter offered on a tawarruq basis and the last one is said to be 
sold out quickly like hot banana fritters because of its good demands from customers for quick cash. 

Bank customers in Sabah are composed of Kadazandusun, Bajau, Murut, Bisaya, Ubian, Kedayan, Rungus and Suluk, 
to mention some. The shift in mindset and improved interest among members in these ethnic groups in Islamic banking have 
led to a growing demand for Islamic banking products. Unlike Sabah, bank customers in Peninsular Malaysia are narrowed to 
Malay, Chinese and India. Owing to broad customer base, Bank Rakyat and Bank Simpanan Nasional have promoted their 
Islamic personal financing products idiosyncratically to capture the particular need of Sabahans where norm and culture matter. 

Second, there is a growing number of talents in Islamic banking and finance at the tertiary level. In East Malaysia, 
Universiti Malaysia Sabah (UMS) is the only public university offers Islamic finance programme. The UMS has an MOU with 
International Centre for Education in Islamic Finance (INCEIF) since 2006 concerning teaching, learning and research. The 
courses offered are industrydriven curriculum enable the UMS produces world class talents for the Islamic banking industry 
as needed in our country, Bahrain, Saudi Arabia etc. Students are exposed to the state of the art of Islamic banking where the 
inculcation of international perspectives to every course offered are given first priority. The university has produced more than 
700 graduates in Islamic finance since 2007 and employed in various sectors including Islamic banking and finance. 

Third, proactive roles by industry members also contributed to the good prospect of Islamic banking in Sabah. For 
instance, the decision by Kuwait Finance House to open a branch in Kota Kinabalu in July 2011 has welcomed diversified 
financial services to Sabahans. Similarly, Standard Chartered Saadiq also opened its door to Sabah in February 2012 and 
implemented its financial literacy programme called Minda Wang. Minda Wang is designed to educate Sabahans on Islamic 
banking for better financial management. Oversea Chinese Banking Corporation (OCBC) also joined the club in November 
2015 by offering distinct products, ranging from simple deposit and financing offerings to investment banking solutions. The 
advent of these financial institutions helps to boost the state's annual gross domestic product (GDP) growth and encouraging 
new business opportunities and employment. Small businesses are also expected to grow because of this trend. 

Fourth is the development of digital economy in Sabah. This development offers new business and philanthropy 
opportunities to Sabahans. As at 1st June 2016, it was reported 7.9 percent of the Malaysia's total internet users stemmed from 
Sabah. The growing number of internet users indicates a good prospect of Internet giving in Sabah and Malaysia as well. This 
trend shows a bright future for Internet giving in the state. E-Donation as introduced by Bank Islam Malaysia Berhad (BIMB) 
on 14th January 2016 should be extended to include Internet giving. Internet giving refers to money donation to organisations 
or individuals through consumers' internet banking account. Besides making profit, Islamic banks can develop a new market 
segment that acts as a bridge between donors and needy where Internet giving comes into play. 

In all, Islamic banking development in Sabah depends on domestic demand rather than foreign demand. Hence, deposit, 
financing and investment products should be customised distinctively to capture the identity of Sabahans. The programmes 
introduced in Peninsular Malaysia should be modified to reflect the Sabahans' taste. This is called Sabahan Islamic Banking 
Solutions (SIBS). 
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