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THE EMERGENCE OF ISLAMIC FINANCE IN FRANCE

Considered to be one of the fastest growing segments of the financial industry, Islamic
finance is increasingly viewed as a key component of the financial services sector1. This is in
part due to the fact that the current global financial crisis has exposed the limits of capitalism2
and has forced a reconsideration of the fundamental tenets of the global economic system3.
Massive speculation, intense competition, excessive risk-taking as well as inadequate
government regulation have all been contributing factors, and the resulting crisis of
confidence has undermined the ability of political and economic leaders to offer ideal
solutions for recovery. This context has led to an increased public awareness regarding the
need to provide a more ethical focus to conventional economic models4.
This redesign of the global economy implies the new challenge of promoting an ethical
solution by means of socially responsible finance5. Regarding the drastic consequences
induced by the worldwide financial crisis, most notably job losses and social hardship, Islamic
finance appears as a solution to modify the current and dominant financial way of thinking.
This explains the exponential growth of the Shariah-compliant finance sector in both Muslim
and non-Muslim communities6.
However, Islamic finance is not really a "new industry", as it has existed in the early years of
Islam since the Holy Quran was revealed to the Prophet Muhammad (Sal Allah Alayhi Wa
Salam)7 by the angel Gabriel. Mecca was at that time a major centre of commercial exchange,
thereby underlining the importance of trade in Islam and its positive view of commerce,
including the use of borrowed capital.
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The French interest for this growing industry certainly started in 2008 when the Minister of
Economy, Finance and Industry - Christine Lagarde8 – officially announced her support to
introduce Islamic finance in France. Further progress was encouraged by the Islamic finance
commission of Paris Europlace9 which has made a series of tax, legal and regulatory
adjustments into the French financial system to integrate Islamic finance transactions. The
next major step took place in November 2011 when the AAOIFI10 main 20 Shariah standards
11
were made available in French. This work has been carried out by the Paris Europlace’s
Islamic Finance Law Committee, and duly supervised by two French Shariah boards:
COFFIS12 and CIFIE13. All these organisations intend to foster and promote the development of
Islamic finance in France by finding a possible combination between French and Shariah
requirements as well as suggesting a comprehensive transcription of Shariah law concepts into
French law concepts. Although several modes of financing are currently available on the
Islamic finance market – such as Ijara14, Mudaraba15, Musharaka16 and Takaful17 –
Murabaha18 remain the most common transactions used by Islamic financial institutions
worldwide19. Consequently, the AAOIFI Murabaha Shariah standard will be valuable to
integrate this cost-plus financing into the French legal system.
Besides, it should be noted that the growing development of Islamic banking and finance does
not coincide with the emergence of Takaful20. One wonders if this gap is coherent with the
need for Islamic banks to be insured in a Shariah-compliant way since the Islamic insurance
sector is apparently less well developed than the broader Islamic finance one.
Yet, the establishment of Takaful undertakings represents a great opportunity for France. In
fact, the first Islamic life insurance contract has been distributed by Allianz Life Luxembourg
on the Reunion island in 2009. It has been certified by the Reunion Islamic Center and
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ACERFI21, the first French Shariah board. The next major step occurred last March 2012
when the French Consulting and Investment Company & Associates22 officially announced
the future distribution of the first Islamic life insurance in Metropolitan France23. The Islamic
products will be certified by a French Shariah board, the European Independent Committee of
Islamic Finance, in the following months.
These innovations reveal the huge potential for Islamic finance in France and remain positive
for the upcoming years.
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