Islamic bankers seek perks
By B.K. SIDHU
PETALING JAYA: Islamic bankers are looking for some very good incentives and tax breaks to be announced during Budget 2007. 

This is given Malaysia’s move to enhance its position as an international Islamic financial services hub by allowing locally-incorporated Islamic banks to transact in global currencies. 

They believed there would be wide-ranging tax breaks and incentives for: 

 the setting up of Islamic REITs. 

 the setting up of Islamic banks anywhere in Malaysia to deal in international currencies. 

 for recruitment of talents and encouraging flow of funds into Malaysia. 

They said the banks needed an impetus to set up offices elsewhere rather than only in the Labuan Offshore Financial Centre. Currently, holding companies enjoy zero taxes if they operate from Labuan and operating companies pay RM20,000 or 3% of revenue per annum, whichever is lower, in taxes. Any other business operating in Malaysia has to pay 28% in corporate taxes. 

“There is a need for the Government to dangle the carrot to boost the Islamic financial services sector given that rival Singapore is offering a very liberal tax regime across the board. Countries like Dubai and Bahrain have no tax regimes,” CIMB Group head of Islamic Banking and executive director/Commerce-Tijari CEO Badlisyah Abdul Ghani told StarBiz. 
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He felt that Malaysia would need to match what other jurisdictions were offering to attract more funds and high net worth individuals.  

He expected some big announcements during the budget on how the Malaysia International Islamic Financial Centre (MIFC) would be positioned and how Islamic banks, local and foreign, could position themselves anywhere in the country. 

“From the banks or fund managers' perspective, the taxes must be compatible or better than that in Labuan,” he said. 

Badlisyah said tax rebates and/or incentives might be necessary for banks to recruit and retain talent, be it expatriates or locals.  

There has been an increasing number of local talents moving to the Middle East.  

They were paid in US dollars and had been enjoying a tax-free regime. 
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“There has to be a pull factor so that these people whom we train do not go away. By giving tax breaks and/or incentives, the Government is helping the banks retain their talent,” said Badlisyah. 

“REITs is an industry that would get a boost in tax rebates and Islamic REITs would enjoy similar benefits,” said Baljeet Kaur Grewal, chief economist and head of investment banking research, Maybank Investment Banking Group . 

It was often said that Malaysia hoped to attract some of the Middle Eastern funds to the country. At the same time, there was a need to streamline the taxation and approval process, added Baljeet. 

Bank Negara earlier said that an MIFC executive committee had been set up to act as a single coordinating committee.  

The central bank added that the committee was entrusted to provide direction as well as review existing policies for the comprehensive and coordinated promotion of the MIFC. 

The committee was to align the role and responsibilities of the respective parts of the Government and the industry to the development of the MIFC. 

Badlisyah suggested that one of the functions of the MIFC should be to facilitate the tax neutrality issue so that players could go to one agency for all their needs, instead of having to deal with so many agencies. 

“What we want to see is more clarity in the tax-neutrality issue (and hopefully that is addressed in Budget 2007),” Badlisyah said. 

