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<Abstract=>

Islamic Finance Adoption and Current Status in Non-Islamic

Countries

- Focusing on the United Kingdom and Japan -

Sohn, Tae Woo

Islamic finance follows Sharia principles—prohibiting interest (riba), avoiding excessive
uncertainty (gharar), and favoring asset-backed transactions. After the global financial crisis
exposed weaknesses in Western finance (high leverage, opaque derivatives, debt-heavy structures),
Islamic finance gained attention as an alternative. Non-Islamic countries have therefore explored
Islamic products and regulatory reforms to attract foreign capital and broaden financial services.
Korea attempted around 2011 to revise tax law to enable Sukuk issuance but failed to pass the
legislation; however, interest persists due to links with Middle Eastern capital and the need to
diversify corporate funding.

The United Kingdom is a proactive model: since the 1980s it has promoted Islamic finance to
enhance financial competitiveness, adjusting tax and property-transaction rules to ensure tax
neutrality so Islamic products are not disadvantaged. It formally classifies Islamic finance as
“alternative finance,” and sukuk as “alternative finance investment bonds,” while Islamic banks
offer both retail and wholesale services and expand internationally. Japan, in contrast, adopts a
selective, international-transaction-focused approach. A December 2008 change to banking
regulations allowed subsidiaries of Japanese banks to handle certain structures (e.g., Murabaha and
ljarah), but profit-and-loss sharing models (Mudaraba, Musharaka) and Sharia-compliance
procedures remain legally unclear. Overall, the UK and Japan illustrate two different paths—
broad ecosystem-building versus limited, deal-focused adoption—highlighting that any Korean

approach should ensure consistency across taxation, supervision, and licensing.
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