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Looking at the present stage of
development and the potential for
future development in individual
Islamic countries, as well as the
prospects of countries such as India
where there are significant Muslim
populations, we believe economic
growth is going to be concentrated in 
a relatively few countries. In every
case, our candidates for rapid
development have already achieved
cash GDP of at least $5,000 per annum.

In determining our forecast, we have
two central questions: what sort of
growth can emerging markets expect
and what will be the demand for
Islamic financial products as these
economies grow?

In our Islamic GDP growth scenarios,
we have divided countries into four
distinct categories:

• Rapidly developing Islam, where
economic growth has moved to the
point where the economy is fully
monetised (e.g. there is little or no

subsistence farming or barter).
Such countries have diversified
economies and a growing and
vibrant middle class. There is every
reason to believe that such
economies will continue to grow.
This category includes countries
such as Malaysia, Turkey, the UAE,
and Oman.

• Emerging Islam, where purchasing
power parity GDP per capita may
be reasonable, but cash GDP is far
lower, indicating that much of the
economy remains semi-subsistence.
In such circumstances, demand for
financial products will only grow
when the economies themselves
monetise. Breaking through into
being a rapid growth economy is
possible, but in no way assured
within our time frame.  This
category includes such countries as
Morocco, Tunisia, Egypt, India 
and Indonesia.

Our growth forecasts remain
conservative, only focusing
on the potential of those
economies where cash GDP
per capita rises above $7,000
per annum

Once mass affluence is
achieved, we assume that 5%
of income is saved and that
up to 25% of that is placed
in Shariah compliant
products
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Our base case is for Islamic
savings to grow by 12% p.a.,
our downside where growth
fails to materialise sees
growth of 6%p.a.
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• Energy Islam, where oil and gas
extraction, and accompanying
activities, account for the
majority of the GDP. Such
countries do not have well
diversified economies capable of
generating wealth outside oil and
gas, which limits their growth
prospects. They do however
already have middle classes who
will often seek Islamic financial
products. This category includes
such countries as Saudi Arabia,
Kuwait, Qatar, Algeria and Libya.

• Stagnant Islam, countries which,
in our view, are unlikely to see
significant economic growth
into the medium term. These
countries often have high birth
rates and have proven unable to
generate useful employment for
their growing populations. The
result is low rates of economic
growth and in some cases
falling levels of economic
prosperity. These countries will

not feature in any calculation
about the long term potential
demand for Islamic finance. This
category includes such countries
as Mauritania, Syria, Yemen and
Bangladesh.  

In contrast to our scenario for
Islamic GDP, where there is
significant potential for greater
growth than we expect in our base
case, the danger in our savings
forecast is significant
underperformance when compared
to our base case. This is a result of
our forecast for many economies to
grow well (boosting GDP) without
reaching the point where the
average household can be expected
to afford to put savings aside.

Finally it must be noted that the
figures in our forecasts are for
Islamic savings, and we have not
made any attempt to forecast which
financial products would benefit
from these savings.  
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Islamic finance is overcoming
a legacy of expensive and
little understood products and
creating liquidity in the
process

Challenges
Islamic financial services providers
still face several challenges, some
relating to their own capabilities,
and some to the market as a whole.

• Islamic retail products have
traditionally been expensive.
While the pricing gap has
narrowed thanks to greater
competition and commoditisation
of financial products, it has not
disappeared all together.

• Consumers lack knowledge
about Shariah compliant
products. Providers of Islamic
financial services need to work
harder than their conventional
counterparts to educate people on
Islamic principles and products,
with Shariah compliance
appearing to add a further level
of complexity to a subject 
that most consumers already 
find daunting.

• There is a shortage of liquidity
in some products. This is
particularly the case within the
Sukuk market, where investors
can end up holding their assets
for longer than they intended
because of secondary market
illiquidity.

These external challenges are
compounded by internal issues
being faced by Islamic bankers.

• The growing significance of
Islamic Finance has led to a
shortage of skilled staff, driving
salaries upwards.

• There is a high degree of
inherent complexity. This brings
in concerns over risk
management, given the greater
difficulty of hedging and swaps
transactions in a Shariah-
compliant environment and the
generally lower levels of liquidity
than conventional markets.

• Rigid, yet unclear rules.
Shariah-compliant financial
institutions have little or no
latitude when implementing 
the opinions of its Shariah
advisers, but the advice itself 
can be inconsistent, varying
between advisors.

• Shariah compliance itself
remains a thorny issue. While
the creation of the Accounting
and Auditing Organisation for
Islamic Financial Institutions
(AAOIFI) will help to drive
standardisation and convergence,
the fact remains that
interpretation by individual
scholars will always play a role.
The ‘pure play' Islamic providers
will face additional regulatory
challenges, not only around
compliance with Basel II but also
relating to the capital
requirements laid down by the
Islamic Financial Services Board
(IFSB) in Malaysia.

There remain internal issues,
including staff shortages, and
complying with differing
interpretations of Shariah
compliance 
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Conclusions
High Net Worth Individuals, largely
from the Middle East, have been a
key to the development of Islamic
financial products. While these
customers remain important for
private bankers and wealth
managers, the next challenge is to
market these Islamic finance
products to a mass European
Muslim clientele.

The rise of sovereign funds offers
significant scope for Islamic
Financial products. High oil prices
have enriched oil rich states funds
which are now estimated to have at
least $1,700 billion in funds under
management.  

Marketing of Islamic Finance to
the mass of potentially interested
Europeans requires highly cost
effective products. This will most
often mean utilising large universal
banks' low cost bases and
operating models.

Small scale Islamic banks are
likely to lose out in Stage II as
Islamic finance will be dominated
by those developed market banks
which effectively capture business
from European Muslims.

The rules surrounding what
qualifies for Shariah finance
remain uncertain. So long as
interpretation of what is “Islamic"
is open to a wide variety of
opinions, consumers will remain
uncertain and wide scale market
development will be hindered.

The long term potential for
Islamic finance is good supported
by the growth of a range of
emerging Islamic markets such as
Turkey and Malaysia.

Contacts
James Sproule
Accenture Research
Growth & Strategy
Tel.  +44 207 844 3387
Mob. +44 7866 808 366
james.r.sproule@accenture.com

Ismail Amla
Accenture Capital Markets
Tel.  +44 161 435 5507
Mob. +44 7785 300 930
ismail.amla@accenture.com

Sohail Syed
Accenture Capital Markets
Tel.  +44 207 844 0824
Mob. +44 7917 050 050
sohail.a.syed@accenture.com

Anton Pichler
Accenture Research
Growth & Strategy
Tel.  +44 207 844 3853
anton.l.pichler@accenture.com



Copyright © 2007 Accenture
All rights reserved.

Accenture, its logo, and
High Performance Delivered
are trademarks of Accenture.

About Accenture
Accenture is a global management
consulting, technology services and
outsourcing company.  Committed to
delivering innovation, Accenture
collaborates with its clients to help
them become high-performance
businesses and governments.  With
deep industry and business process
expertise, broad global resources and
a proven track record, Accenture can
mobilize the right people, skills and
technologies to help clients improve
their performance.  With
approximately 170,000 people in 49
countries, the company generated net
revenues of US$19.70 billion for the
fiscal year ended Aug. 31, 2007.  Its
home page is www.accenture.com. 




