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The fall and rise of the Islamic State is a compelling narrative that highlights the complexities of
modern terrorism, geopolitical conflicts, and the resilience of extremist ideologies. From its rapid
expansion across parts of Irag and Syria to its territorial defeat and subsequent resurgence in
different forms, the story of the Islamic State (ISIS) remains a defining chapter in 21st-century
international security. This article explores the origins, rise, decline, and ongoing evolution of ISIS,
providing an in-depth analysis of its impact on global stability and security.

Origins of the Islamic State
Historical Roots and Ideological Foundations

The roots of the Islamic State can be traced back to the broader context of jihadist movements that
emerged in the late 20th century. Influenced by Salafist ideology, the group?s foundational ideas
were shaped by a desire to establish a caliphate governed strictly by their interpretation of Sharia
law.

Key points:

- Al-Qaeda?s Influence: ISIS emerged from al-Qaeda in Iraq (AQI), which was formed during the
Iraq invasion in 2003.

- Ideological Inspiration: The group drew inspiration from Salafist jihadism and the writings of
influential jihadist thinkers like Abu Bakr al-Baghdadi.

- Power Vacuum: The chaos following the 2003 U.S. invasion created a fertile environment for
jihadist groups to flourish.

Formation of ISIS

The Islamic State formally declared itself as a caliphate in 2014, but its origins date back to earlier
insurgent groups.

Major milestones:

- 2004: Formation of Jamaat al-Tawhid wal-Jihad, led by Abu Musab al-Zargawi.
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- 2006: Merging into al-Qaeda in Irag, aiming to establish an Islamic state.

- 2013: Rebranding as the Islamic State of Iraq and Syria (ISIS/ISIL).

- 2014: Declaration of the caliphate by Abu Bakr al-Baghdadi, claiming authority over all Muslims
worldwide.

The Rise of the Islamic State
Strategic Expansion and Territorial Control

ISIS?s rise was marked by its ability to seize and hold large swaths of territory in Iraq and Syria,
capitalizing on regional instability.

Key factors:

- Military Tactics: Use of brutal violence, swift military campaigns, and effective use of social
media for propaganda.

- Control of Resources: Exploitation of oil fields, taxation, and control of markets to fund
operations.

- Governance Model: Establishing a proto-state with administrative structures, courts, and social
services.

Major territorial gains included:

- June 2014: Capture of Mosul, Iraq?s second-largest city.

- June 2014: Seizure of Raqga, which became ISIS?s de facto capital in Syria.

- Expansion into neighboring countries: Attacks in Lebanon, Jordan, and beyond.
Global Recruitment and Propaganda
ISIS?s sophisticated propaganda machine attracted fighters and supporters worldwide.
Key methods:

- Engaging social media campaigns.

- Recruitment of foreign fighters from over 80 countries.

- Promoting a radical interpretation of Islam to inspire lone-wolf attacks globally.

The Decline and Fall of the Islamic State
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Military Losses and Territorial Defeat

The international coalition led by the United States, along with local forces, mounted a relentless
campaign to dismantle ISIS?s territorial control.

Major events:

- 2017-2019: Loss of key cities including Mosul (2017) and Raqgga (2017).

- 2019: Defeat of ISIS in the last remaining territorial holdouts in Syria.

- 2022: The group?s caliphate was declared effectively defeated territorially, but insurgent activity
persisted.

Factors Contributing to the Decline
Several factors led to the weakening of ISIS?s territorial ambitions:

- Intensified Military Campaigns: Coordinated airstrikes and ground operations.

- Local Resistance: Kurdish-led Syrian Democratic Forces (SDF) and Iraqi security forces played
critical roles.

- Loss of Popular Support: As civilian populations suffered from violence and instability, support
dwindled.

- Internal Divisions: Leadership disputes and external pressure caused fractures within ISIS
ranks.

Post-Territorial Phase and Asymmetric Warfare
Despite territorial defeat, ISIS adapted by shifting to insurgency tactics:

- Guerrilla attacks.

- Attacks on soft targets worldwide.

- Exploiting political vacuums in regions like Afghanistan and parts of Africa.
The Resurgence of ISIS and Its Ongoing Threat

Current Status of the Islamic State

While the territorial caliphate has been dismantled, ISIS remains a potent threat through:
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- Underground Cells: Operating covertly in Iraq, Syria, and beyond.

- Global Jihadist Network: Affiliate groups in Africa (e.g., Boko Haram), Southeast Asia, and
Central Asia.

- Recruitment and Radicalization: Continuing online propaganda efforts.

Key Challenges in Combating ISIS?s Resurgence

Efforts to prevent ISIS?s comeback face several hurdles:

- Political Instability: Ongoing conflicts and governance issues facilitate insurgent activities.

- Socioeconomic Factors: Poverty, marginalization, and lack of education fuel radicalization.

- Foreign Fighter Returnees: Reintegrating or prosecuting individuals who have fought with ISIS.
- Information Warfare: Countering propaganda and misinformation.

Counterterrorism Strategies

Effective measures include:

- Strengthening intelligence-sharing among nations.
- Supporting local security forces.
- Deradicalization

The Fall and Rise of the Islamic State: An In-Depth Analysis

The phenomenon of the Islamic State (ISIS) has profoundly impacted global security, regional
stability, and ideological discourse since its emergence in the early 2010s. Its rapid rise, territorial
conguests, brutal tactics, subsequent decline, and ongoing efforts at resurgence present a complex
case study in modern terrorism, state-building, and counterinsurgency. This article aims to provide a
comprehensive, expert-level review of the Islamic State?s trajectory, dissecting its origins,
strategies, decline, and the factors that influence its potential resurgence.

Origins and Ascendance of the Islamic State
Historical Foundations and Ideological Roots

The Islamic State's origins are deeply intertwined with the geopolitical upheavals following the 2003
U.S.-led invasion of Iraq. Initially emerging as al-Qaeda in Iraq (AQI), the group was founded by Abu
Musab al-Zargawi in the early 2000s, leveraging sectarian divisions and insurgency tactics to
oppose U.S. forces and the Iragi government. AQI's brutal tactics, including bombings and targeted
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killings, set the stage for its later evolution.

Following Zargawi's death in 2006, the group rebranded as the Islamic State of Iraq (ISI), striving for
a caliphate and drawing ideological inspiration from Salafi-jihadism. The Syrian civil war, beginning
in 2011, provided a fertile ground for expansion, as jihadist factions coalesced under the banner of
the

QuestionAnswer What were the main factors that led to the rise of the Islamic State in the early
2010s? The rise of the Islamic State was driven by political instability in Iraq and Syria, the power
vacuum after the Syrian civil war, the collapse of Iragi security forces, and the group's ability to
exploit sectarian divides and social grievances to recruit fighters and gain territory. How did the
Islamic State manage to establish a territorial caliphate in the Middle East? By capturing key cities
like Mosul and Raqqga through military campaigns, leveraging advanced military tactics, and
exploiting local discontent, the Islamic State declared a caliphate in 2014, claiming authority over
Muslim lands across Iraq and Syria. What international efforts contributed to the decline and fall of
the Islamic State's territorial holdings? A coalition of countries launched extensive military
campaigns, including airstrikes, ground operations, and support for local forces such as the Iraqi
Army and Syrian Democratic Forces, which gradually recaptured 1SIS-held territories and diminished
its territorial control. What has been the impact of the Islamic State's decline on regional security?
While territorial losses have weakened ISIS, the group has shifted to insurgency tactics, increased
underground activities, and inspired lone-wolf attacks, posing ongoing security challenges in the
region and beyond. How has the Islamic State evolved after losing its territorial caliphate? ISIS has
transitioned into a decentralized insurgent network, operating through sleeper cells, guerrilla
warfare, and online propaganda, making it difficult to completely eradicate and continue to pose
threats in various regions. What challenges do authorities face in preventing the resurgence of the
Islamic State? Authorities face challenges such as repatriating and deradicalizing former fighters
and detainees, monitoring online activities, addressing local grievances that fuel extremism, and
coordinating international efforts to prevent resurgence. What role did social media and online
propaganda play in the rise and fall of the Islamic State? ISIS used social media to recruit fighters,
spread propaganda, and radicalize individuals globally, which contributed to its rapid expansion;
however, increased online countermeasures and removal of content have helped limit its influence.
What are the humanitarian consequences resulting from the rise and fall of the Islamic State? The
conflict led to massive displacement, loss of life, destruction of infrastructure, and long-term trauma
for affected populations, with many communities still struggling to rebuild and return to normalcy.
What lessons have global security agencies learned from the Islamic State's rise and decline?
Security agencies have learned the importance of early intelligence sharing, community
engagement, countering online radicalization, and the need for comprehensive strategies combining
military, political, and social measures to prevent similar insurgencies.

Related keywords: Islamic State, ISIS, terrorism, jihadism, Middle East conflict, radicalization,
extremism, terrorism financing, insurgency, counterterrorism
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ECONOMICS AND FINANCE IN ISLAM BANK NEGARA MALAYSIA

Economics and Finance in Islam Bank Negara Malaysia

Islamic banking and finance have seen remarkable growth and development in Malaysia over the
past few decades. As the nation's central bank, Bank Negara Malaysia (BNM) plays a pivotal role in
establishing a robust Islamic financial sector that aligns with Shariah principles, promotes economic
stability, and fosters sustainable growth. This article explores the landscape of economics and
finance within Islam Bank Negara Malaysia, highlighting its strategies, regulatory framework,
products, and contributions to Malaysia?s broader economic development.

The Role of Bank Negara Malaysia in Islamic Finance

Bank Negara Malaysia is the central bank and financial regulatory authority responsible for
overseeing the country's monetary policy and banking sector, including Islamic finance. Its
objectives include ensuring financial stability, fostering a competitive financial sector, and promoting
financial inclusion.

Key Responsibilities in Islamic Finance:

- Regulating and supervising Islamic banking institutions

- Developing Islamic financial policies and frameworks

- Promoting innovation and growth in Islamic finance products

- Ensuring compliance with Shariah principles through dedicated Shariah Advisory Councils

- Fostering a conducive environment for Islamic finance to thrive alongside conventional banking

Development of Islamic Banking in Malaysia

Malaysia is recognized globally as a leading hub for Islamic banking and finance. The country?s
strategic focus on integrating Islamic financial services within its economy has led to significant
achievements.

Historical Perspective:

- Introduced in the early 1980s, Malaysia's Islamic banking sector has evolved rapidly.

- The establishment of Bank Islam Malaysia Berhad in 1983 marked a significant milestone.

- The Islamic Financial Services Act 2013 (IFSA) provided a comprehensive legal framework for
Islamic banking regulation.
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Current Landscape:

- Islamic banking assets account for a substantial share of the overall banking sector.

- Numerous Islamic banks and Takaful (Islamic insurance) providers operate nationwide.

- Malaysia hosts a vibrant Islamic capital market, including Sukuk (Islamic bonds), Islamic funds,
and other financial instruments.

Regulatory Framework and Shariah Compliance

Islamic Financial Laws and Policies:

- The Islamic Financial Services Act 2013 (IFSA) governs Islamic banking, Takaful, and Islamic
capital markets.

- The Central Bank?s Islamic Financial Sector Master Plan (IFSM) outlines strategic growth
targets and initiatives.

Shariah Governance:

- All Islamic financial institutions are supervised by Shariah Advisory Councils that ensure
products and transactions comply with Islamic principles.

- The Shariah Compliance Department within BNM monitors ongoing adherence and provides
guidance.

Risk Management and Prudential Standards:
- BNM emphasizes strong risk management practices tailored to the unique features of Islamic
finance, such as profit-sharing and asset-backed transactions.

- Prudential standards are designed to mitigate risks associated with Islamic financial products.

Islamic Financial Products and Services in Malaysia

Malaysia offers a comprehensive suite of Islamic financial products that cater to retail, corporate,
and institutional clients.

Banking Products:
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- Murabaha: Cost-plus financing used for asset purchases

- Mudarabah: Profit-sharing investment accounts

- ljara: Leasing contracts

- Musharakah: Joint venture partnership

- Islamic current and savings accounts with profit-sharing features

Takaful (Islamic Insurance):
- Provides family and general Takaful coverage based on mutual cooperation and shared risk.
- Key players include Etiga, Takaful Malaysia, and others.
Islamic Capital Market Instruments:
- Sukuk: Shariah-compliant bonds used for government and corporate funding
- Islamic funds: Investment funds that follow Shariah principles
- Islamic derivatives and structured products
Digital Islamic Finance:
- Fintech innovations such as digital wallets, peer-to-peer lending, and blockchain-based

transactions are increasingly integrated into Islamic finance.

Contributions to Malaysia?s Economy

The Islamic financial sector significantly contributes to Malaysia?s economic stability and growth by:

- Mobilizing domestic savings through Shariah-compliant investment instruments

- Facilitating infrastructure development via Sukuk issuance

- Encouraging financial inclusion among Muslim and non-Muslim populations

- Attracting foreign investment and establishing Malaysia as a global Islamic finance hub

Economic Impact Highlights:
- The Islamic banking sector?s assets have consistently increased, representing over 30% of the

total banking assets.
- Malaysia's Sukuk market is one of the largest globally, contributing to government financing and
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infrastructure projects.
- Islamic funds and investment products attract both local and international investors seeking
Shariah-compliant options.

Challenges and Future Outlook

Despite its success, the Islamic finance sector in Malaysia faces several challenges:

- Ensuring consistent Shariah compliance amidst product innovation

- Maintaining competitive advantages while aligning with global standards
- Bridging technological gaps to enable digital transformation

- Enhancing human capital development and expertise in Islamic finance

Future Strategies:

- Expanding the use of digital platforms and fintech to increase accessibility

- Strengthening international cooperation to promote cross-border Islamic financial transactions
- Developing sustainable and green Islamic finance products

- Continuing research and development to innovate Shariah-compliant financial solutions

Outlook:

The future of Islamic finance in Malaysia remains promising. With continuous regulatory support,
innovation, and strategic initiatives, Malaysia aims to solidify its position as a leading global Islamic
finance center, contributing to economic resilience and inclusive growth.

Conclusion

Economics and finance in Islam Bank Negara Malaysia represent a dynamic and integral part of
Malaysia?s economic fabric. Through robust regulation, innovative products, and strategic
development, Malaysia has established a thriving Islamic financial sector that not only complies with
Shariah principles but also contributes significantly to national economic objectives. As the sector
continues to evolve, embracing technological advancements and sustainable finance practices will
be key to unlocking new growth opportunities and maintaining Malaysia?s leadership position in
Islamic banking and finance worldwide.

Economics and Finance in Islamic Bank Negara Malaysia: A Comprehensive Analysis

Introduction to Islamic Finance in Malaysia
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Malaysia stands as a global leader in Islamic finance, with its Islamic banking sector playing a
pivotal role in the country's broader economic landscape. Since the inception of Bank Negara
Malaysia (BNM) in 1959, the nation's commitment to fostering an Islamic financial ecosystem has
been evident through strategic policies, innovative financial products, and a robust regulatory
framework. Islamic finance in Malaysia is characterized by its adherence to Shariah principles,
which prohibit interest (riba), uncertainty (gharar), and unethical investments, ensuring that financial
activities align with Islamic ethics and social justice.

This detailed review explores the multifaceted aspects of economics and finance within Bank
Negara Malaysia's Islamic banking sector, highlighting its development, regulatory environment,
financial instruments, economic impacts, and future prospects.

Historical Development of Islamic Finance in Malaysia

Early Beginnings and Growth Trajectory

- 1970s-1980s: The initial phase marked by the establishment of the first Islamic financial
institutions, such as Bank Islam Malaysia Berhad (1993), which pioneered Islamic banking
operations in the country.

- Legislative Foundations: The introduction of the Islamic Financial Services Act (IFSA) in 2013
and amendments to the Financial Services Act (FSA) provided a legal framework conducive to
Islamic banking expansion.

- Strategic Initiatives: Malaysia?s government and BNM launched multiple initiatives to promote
Islamic finance, including the establishment of Islamic financial hubs and centers of excellence.

Key Milestones

- Launch of Islamic Interbank Money Market (IIMM) in 2009.

- The issuance of the first Malaysian Sukuk (Islamic bond) in 2002, which gained international
recognition.

- The development of a comprehensive Shariah governance framework to ensure compliance
and transparency.

Regulatory Framework and Governance
Bank Negara Malaysia?s Role

BNM is the primary regulator overseeing Islamic banking, ensuring stability, soundness, and Shariah
compliance. Its regulatory approach encompasses:
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- Legal Frameworks: The Islamic Financial Services Act (IFSA) 2013 consolidates Islamic
financial regulation, replacing previous laws and providing clarity.

- Shariah Governance: The establishment of the Shariah Advisory Council (SAC) under BNM
ensures that all Islamic financial products adhere strictly to Islamic law.

- Licensing and Supervision: BNM grants licenses to Islamic banks and financial institutions,
continuously monitoring their operations for compliance and risk management.

Key Regulatory Instruments

- Shariah Compliance Standards: Developed in collaboration with the Securities Commission
Malaysia (SC) and the Accounting and Auditing Organization for Islamic Financial Institutions
(AAOIFI).

- Risk Management Guidelines: Emphasis on liquidity risk, credit risk, and operational risk specific
to Islamic financial products.

- Innovative Regulatory Policies: Support for FinTech and digital Islamic finance innovations,
fostering inclusivity and efficiency.

Financial Instruments and Products in Islamic Banking

Islamic banking in Malaysia offers a diverse array of financial products designed to meet various
customer needs while adhering to Shariah principles. These include:

Banking Accounts and Deposit Products
- Mudarabah Savings Accounts: Profit-sharing accounts where the bank acts as the entrepreneur.
- Wadiah Savings Accounts: Custodial accounts based on safekeeping, with the bank entitled to a
?Wadiah fee? or profit-sharing.
Financing and Lending Products
- Murabahah: Cost-plus financing, commonly used for property and asset purchase.
- ljarah: Leasing arrangements, similar to leasing in conventional finance.
- Musharakah: Partnership-based financing, sharing profits and losses.

- Istisna: Contract for manufacturing or construction projects, allowing deferred payments.

Sukuk (Islamic Bonds)



The Fall And Rise Of The Islamic State Full Version Vol. 2026, Issue 11

- Types of Sukuk: Asset-backed (ljara Sukuk), project-based (Musharakah Sukuk), and
commodity-backed Sukuk.

- Significance: Facilitates large-scale infrastructure projects, government funding, and corporate
finance.

Wealth Management and Takaful

- Islamic Wealth Management: Investment funds, Islamic ETFs, and Shariah-compliant asset
management.

- Takaful (Islamic Insurance): Participants pool contributions, sharing risks according to Islamic
principles, covering health, life, and property.

Economic Impact of Islamic Finance in Malaysia
Islamic finance has significantly influenced Malaysia's economy through multiple channels:
Financial Deepening and Inclusion

- Market Share: As of 2023, Islamic banking assets account for approximately 35-40% of total
banking assets, reflecting substantial market penetration.

- Inclusivity: Islamic banking caters to a broad demographic, including Muslim consumers seeking
Shariah-compliant financial solutions and non-Muslim clients interested in ethical finance.
Contribution to GDP and Employment

- The Islamic finance sector contributes an estimated 10% to Malaysia?s GDP.

- The sector has created thousands of jobs across banking, law, Shariah advisory, and FinTech
sectors.

Promotion of Sustainable Development
- Islamic finance emphasizes ethical investments, social justice, and environmental sustainability.
- Sukuk issuance often funds green projects, renewable energy, and infrastructure aligned with

Sustainable Development Goals (SDGS).

International Positioning
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- Malaysia?s Islamic finance sector is recognized globally, with Malaysia hosting the International
Islamic Finance Centre (IIFC) and numerous conferences.

- Malaysian Sukuk is frequently issued as a benchmark instrument in international capital
markets.

Challenges and Opportunities

Challenges

- Regulatory Complexity: Navigating dual regulatory frameworks (conventional and Islamic) can
be complex.

- Standardization: Need for global harmonization of Shariah standards to facilitate cross-border
transactions.

- Innovation Risks: Adoption of FinTech and digital solutions introduces cybersecurity and
operational risks.

- Market Competition: Growing Islamic finance markets in the Middle East, Southeast Asia, and
other regions pose competitive challenges.

Opportunities

- Digital Transformation: Leveraging blockchain, Al, and FinTech to enhance product offerings
and customer experience.

- Green Finance: Expanding green Sukuk and sustainable Islamic investment avenues.

- Financial Inclusion: Developing microfinance Islamic products to serve underserved
communities.

- Regional Leadership: Strengthening Malaysia?s role as a hub for Islamic finance in Asia and
globally.

Future Outlook and Strategic Directions

Malaysia?s Islamic finance sector is poised for continued growth, driven by supportive policies,
technological advancements, and increasing global demand for ethical finance solutions. BNM?s
strategic priorities include:

- Enhancing Regulatory Frameworks: Incorporating global best practices and fostering innovation.
- Promoting Shariah Governance: Ensuring transparency and consistency across institutions.

- Fostering Innovation: Encouraging FinTech integration and product diversification.

- Expanding International Collaboration: Engaging with regional and international bodies to
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standardize practices and facilitate cross-border Islamic finance.

The envisioned future emphasizes a resilient, inclusive, and sustainable Islamic financial ecosystem
that contributes meaningfully to Malaysia?s economic prosperity and social well-being.

Conclusion

Economics and finance in Islamic Bank Negara Malaysia exemplify a successful blend of traditional
Islamic principles with modern financial practices. The sector?s evolution over decades highlights
Malaysia?s commitment to ethical banking, regulatory excellence, and financial innovation. As the
sector continues to expand domestically and internationally, it offers substantial opportunities for
economic development, social justice, and environmental sustainability. The ongoing challenges
necessitate adaptive strategies, robust governance, and continuous innovation. With its strategic
positioning and proactive policies, Malaysia is well-positioned to remain a global leader in Islamic
finance, fostering a resilient and inclusive economic future.

QuestionAnswer What is the role of Bank Negara Malaysia in promoting Islamic finance? Bank
Negara Malaysia (BNM) oversees the development and regulation of Islamic finance in Malaysia,
ensuring a robust, transparent, and Shariah-compliant financial system that promotes economic
growth and financial stability. How does Bank Negara Malaysia support the growth of Islamic
banking in the country? BNM supports Islamic banking through regulatory frameworks, providing
liquidity facilities like the Islamic Interbank Money Market (IIMM), promoting Shariah-compliant
financial products, and collaborating with industry stakeholders to foster innovation and capacity
building. What are the main Islamic financial instruments promoted by Bank Negara Malaysia? Bank
Negara Malaysia promotes a range of Islamic financial instruments including Sukuk (Islamic bonds),
ljarah (leasing), Murabahah (cost-plus financing), and Musharakah (joint ventures) to facilitate
diverse Shariah-compliant transactions. How does Islamic finance align with Malaysia?s economic
development goals? Islamic finance aligns with Malaysia?s economic development by providing
ethical, inclusive, and stable financial solutions that support sustainable growth, reduce reliance on
conventional banking, and promote financial inclusion across the population. What measures has
Bank Negara Malaysia taken to ensure Shariah compliance in Islamic banking? BNM has
established the Shariah Advisory Council and the Malaysian Islamic Financial Services Act (IFSA) to
ensure all Islamic financial products and services adhere to Shariah principles, along with
continuous oversight and Shariah audits. What is the significance of Sukuk in Malaysia?s Islamic
finance sector? Sukuk are vital in Malaysia?s Islamic finance sector as they provide a
Shariah-compliant alternative to conventional bonds, attract both domestic and international
investors, and support government and corporate financing needs for infrastructure and
development projects. How is digital technology influencing Islamic finance regulation in Malaysia?
Digital technology is enhancing Islamic finance regulation in Malaysia by enabling innovative
financial products, improving transparency and efficiency, and facilitating the development of digital
Islamic banking, FinTech solutions, and blockchain-based Sukuk issuance under BNM?s regulatory
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framework.
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