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Sharia banking: RBI proposes Islamic window in banks
By PTI | Updated: Nov 20, 2016, 02.54 PM IST Post a Comment

NEW DELHI: The Reserve Bank of India (RBI) has proposed opening of "Islamic window" in
conventional banks for "gradual" introduction of Sharia-compliant or interest-free banking in
the country.

Both the Centre and RBI are exploring the possibility of introduction of Islamic banking for long to ensure financial inclusion of those
sections of the society that remain excluded due to religious reasons.

"In our considered opinion, given the complexities of Islamic finance and various regulatory and supervisory challenges involved in the
matter and also due to the fact that Indian banks have no experience in this field, Islamic banking may be introduced in India in a gradual

manner.

"Initially, a few simple products which are similar to conventional banking products may be considered for introduction through Islamic
window of the conventional banks after necessary notification by the government.

"Introduction of full-fledged Islamic banking with profit-loss sharing complex products may be considered at a later stage on the basis of
experience gained in course of time," the RBI has told Finance Ministry in a letter, a copy of which was received in response to an RTI
query filed by PTI.

Islamic or Sharia banking is a finance system based on the principles of not charging interest, which is prohibited under Islam.

"It is also our understanding that interest-free banking for financial inclusion will require a proper process of the product being certified as
Sharia compliant will be required both on the asset and liability side and the funds received under the interest-free banking could not be

mingled with other funds and therefore, this banking will have to be conducted under a separate window," it said.

The central bank's proposal is based on examination of legal, technical and regulatory issues regarding feasibility of introducing Islamic
banking in India on the basis of recommendation of the Inter Departmental Group (IDG).

RBI has also prepared a technical analysis report which has been sent to the Finance Ministry.

"In case it is decided to introduce Islamic banking product in India as suggested, RBI would require to undertake further work to put in
place the operational and regulatory framework to facilitate introduction of such products by banks in India," the letter said.

The work areas include operationalisation of Sharia boards and committees, feasibility of extending deposit insurance to Islamic banking
deposits, identifying the financial risk and suggesting appropriate accounting framework for these products, the central bank had said in
the letter written in December last year.

The RBI had in February this year also sent a copy of the IDG to the Finance Ministry.

It said the RBI also needs to work on formulating suitability and appropriate criteria for Islamic products in addition to what would be
determined under Sharia.

In its annual report for 2015-16, the central bank had said that some sections of Indian society have remained financially excluded for
religious reasons that preclude them from using banking products with an element of interest.

"Towards mainstreaming these excluded sections, it is proposed to explore the modalities of introducing interest- free banking products in
the country in consultation with the government,” it had said.

The plan for Sharia bank was opposed by certain political and non-political groups.

In late 2008, a committee on Financial Sector Reforms, headed by former RBI Governor Raghuram Rajan, had opined the need for a
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closer look at the issue of interest-free banking in the country.

The committee had said, "Certain faiths prohibit the use of financial instruments that pay interest. The non- availability of interest-free
banking products results in some Indians, including those in the economically disadvantaged strata of society, not being able to access
banking products and services due to reasons of faith."

"This non-availability also denies the country access to substantial sources of savings from other countries in the region," the panel had
said.

Stay on top of business news with The Economic Times App. Download it Now!

Live Market News Portfolio Mobile Live TV Newsletter Commodities Speed QnA Blogs Alerts RSS
Other Times Group news sites Living and entertainment Hot on the Web Services
Networking

About us / Advertise with us / Terms of Use & Grievance Redressal/ Privacy Policy / Feedback / Sitemap / Code of Ethics / / Disclaimer ~ Copyright © 2016 Bennett, Coleman & Co. Ltd. All rights reserved.


http://timesofindia.indiatimes.com/
http://hindi.economictimes.indiatimes.com/
http://gujarati.economictimes.indiatimes.com/
http://www.mumbaimirror.com/
http://www.timesnow.tv/
http://www.indiatimes.com/
http://navbharattimes.indiatimes.com/
http://maharashtratimes.indiatimes.com/
http://vijaykarnataka.indiatimes.com/
http://www.lifehacker.co.in/
http://www.gizmodo.in/
http://eisamay.indiatimes.com/
http://in.ign.com/
http://navgujaratsamay.indiatimes.com/
http://timescity.com/
http://idiva.com/
http://www.zoomtv.in/
http://luxpresso.com/
http://gaana.com/newrelease/
http://www.happytrips.com/guides/
http://cricbuzz.com/
https://www.getsmartapp.com/
http://www.itimes.com/
http://mensxp.com/
http://economictimes.indiatimes.com/budget2017
http://economictimes.indiatimes.com/sensex-nifty-live-today-2016-11-18/liveblog/55487879.cms
http://economictimes.indiatimes.com/commoditysummary/symbol-GOLD.cms
http://economictimes.indiatimes.com/us-presidential-elections-2016-updates/liveblog/54918320.cms
http://economictimes.indiatimes.com/magazines/panache/festive-guide-2016/festive-guide-2016/newslist/54677398.cms
http://economictimes.indiatimes.com/magazines/panache/google-expected-to-unveil-pixel-smartphones-at-tuesdays-san-francisco-event/articleshow/54671191.cms
http://economictimes.indiatimes.com/indias-surgical-strikes-on-pakistan-occupied-kashmir/liveblog/54582502.cms
http://www.ads2book.com/
http://shopping.indiatimes.com/
http://economictimes.indiatimes.com/freebusinesslisting.cms
http://www.simplymarry.com/
http://www.astrospeak.com/
http://www.timesjobs.com/
http://www.magicbricks.com/
http://www.zigwheels.com/
http://timesdeal.com/
http://www.dineout.co.in/delhi-restaurants
http://www.filmipop.com/mumbai
http://www.timesofmoney.com/remittance/jsp/home.jsp
http://gaana.com/
http://www.greetzap.com/
http://www.in.techradar.com/
http://www.alivear.com/
https://play.google.com/store/apps/details?id=com.getsmartapp
http://www.timesinternet.in/
http://advertise.indiatimes.com/
http://www.indiatimes.com/termsandcondition
http://www.indiatimes.com/privacypolicy
http://economictimes.indiatimes.com/feedback.cms
http://economictimes.indiatimes.com/sitemap.cms
http://economictimes.indiatimes.com/articleshow/4667553.cms?intenttarget=no
http://economictimes.indiatimes.com/wealth/disclaimer/articleshow/48202148.cms
http://economictimes.indiatimes.com/markets/markets/1977021501.cms
http://economictimes.indiatimes.com/newshome.cms
http://etportfolio.economictimes.indiatimes.com/DashBoard.htm
http://m.economictimes.com/
http://economictimes.indiatimes.com/et-now/videohome/4413218.cms
http://economictimes.indiatimes.com/subscription.cms
http://economictimes.indiatimes.com/commodities.cms
http://speed.economictimes.indiatimes.com/
http://qna.economictimes.indiatimes.com/
http://blogs.economictimes.indiatimes.com/
http://economictimes.indiatimes.com/stock-price-alerts/pricealerts.cms
http://economictimes.indiatimes.com/rssfeeds/13358319.cms
http://economictimes.indiatimes.com/etmobileapps.cms
http://itunes.apple.com/us/app/the-economic-times/id474766725?ls=1&mt=8
https://market.android.com/details?id=com.et.reader.activities
https://www.windowsphone.com/en-us/store/app/et-markets/890e6105-499e-4fbd-8383-fef5fc6f6dd3

