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"The growth and diversification of Islamic finance, along with the geopalitical environment
in which it operates, means that it would be unthinkable for the globa Islamic finance
industry “to go it alone”. Institutions such as the U.S. Treasury, the U.K. Treasury, the
International Monetary Fund, the World Bank, and the Basel Committee of the Bank of
International Settlements, are all engaging with the sector in an attempt to “demystify” it
and to promote global and industry best practice through the introduction of universa

prudential and supervision standards’. KPMG report (2007), p.19.
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Abstract. This paper discusses the results of the working paper
published in January 2008 under the title "Islamic Banks and Financial
Stability", by Martin Cihak and Heiko Hesse; two IMF researchers.
The scope of the discussion comes under three headings: Financial
Stability: definition and importance, overview about the working paper
and its methodol ogy, and results and discussion. During the discussion
the paper identifies some important areas that need more investigation
and analysis.
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