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THE 288TH AND 296TH SHARIAH ADVISORY COUNCIL OF THE SECURITIES 

COMMISSION MALAYSIA MEETINGS (24 FEBRUARY 2025 AND 13 

NOVEMBER 2025) 

 

REVISION OF BUSINESS ACTIVITY BENCHMARK IN SHARIAH SCREENING 

METHODOLOGY 

 
     

 

INTRODUCTION 

 

 

In the current Shariah screening methodology for securities listed on Bursa 

Malaysia, the Shariah Advisory Council (SAC) of the Securities Commission Malaysia 

(SC) adopts a two-tier approach i.e. quantitative and qualitative. For quantitative 

approach, the SAC of SC adopts both 5% and 20% benchmarks as the relevant 

business activity benchmarks in determining the Shariah status of listed securities. 

  

The SAC of SC had deliberated on the following: 

(1) The introduction of a single business activity benchmark of 5% for the 

quantitative approach in determining the Shariah status of listed securities 

on Bursa Malaysia; and 

(2) The removal of 20% business activity benchmark. 
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RESOLUTION 

 

The SAC, in a series of meetings, has deliberated the revision of business activity 

benchmark in Shariah screening methodology. Subsequently, at its 288th meeting held 

on 24 February 2025 and its 296th meeting held on 13 November 2025, the SAC 

resolved the following: 

(1) Introduce a single business activity benchmark of 5% in determining the 

Shariah status of listed securities on Bursa Malaysia; and 

(2) Remove the 20% business activity benchmark. 

 
The single business activity benchmark will take effect for listed companies with 

financial year ending on or after 31 December 2025.  

 
     

 

 

SHARIAH 

JUSTIFICATION 

 

 

 

 

 

 

 

 

 

 

 

Shariah justifications for the SAC resolution above are as follows: 

 

1 Establishing a Robust Benchmark Standard in Limiting Non-

Permissible Income 

Islam permits investment in Islamic capital market products and instruments, 

particularly securities of listed companies whose primary business activities are 

permissible from the Shariah perspective. Such investments are crucial as they 

contribute to economic growth of a nation and the well-being of its people. This 

is in line with the following Islamic legal maxim: 
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ًخَاصَّةً 1 ًًأَوً  اَجَةًًًُتُ نَ زَّلًًُمَن ز لةًًًََالضَّرُورةًَ ًًعَامَّة ًًًكَانَتً   الْ 

“A hajat (need) possibly falls under the category of necessity whether it is in general or 

specific form.” 

 

On the other hand, Islam expressly prohibits investment in securities of listed 

companies whose primary business activities are prohibited under Shariah. This 

is based on the following hadith narrated by al-Nu`man ibn Bashir r.a. where 

Rasulullah صلى الله عليه وسلم says:  

نًًًالْلالًًًَإ نًَّ ن،ًًالْرََامًًًَوَإ نًًًَّبَيّ  نَ هُمَاًًبَيّ  ،ًأمُُورنًًًوَبَ ي   تَب هَاتن ،ًًم نًًَكَث ينًًًيَ ع لَمُهُنًًًَّلًًَمُش  ًفَمَنً ًًالنَّاس 

هً 2 أًًًََل د ين هً ًوَع ر ض  تَبْ  ًًاس   ات َّقَىًًالشُّبُ هَاتً 

“What is lawful is clear and what is unlawful is clear, but between them are certain 

doubtful things which many people do not know. So, he who guards against doubtful 

things keeps his religion and his honour blameless.” 

 

The above hadith highlights that Islam provides clarity on Shariah rulings 

concerning matters of halal (lawful) and haram (unlawful). It emphasizes the 

importance of adhering to permissible practices and avoiding prohibited actions.3 

 

In today’s capital market, it is challenging for investors to invest in companies 

whose business activities are entirely Shariah-compliant and free from prohibited 

business activities. In most situations, listed companies are engaged in a mix of 

permissible and non-permissible business activities (Mixed Activities).  
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Therefore, investing in securities of such companies is considered ̀ umum balwa4 

which is inevitable and justifiable under the Shariah. This is supported by the 

following verse: 

ًحَرَج ً  ي ن ًم ن  ًالدّ    5وَمَاًجَعَلًَعَلَي كُم ًفِ 

“He has imposed no difficulties on you in religion.” 

 

In this context, investment in securities of listed companies with Mixed Activities 

is permissible, provided that the primary activities of such companies are 

permissible from the Shariah perspective and the income from Shariah non-

compliant (SNC) business activities remains minimal. Hence, adopting a 5% 

benchmark aims to establish a clear standard in limiting non-permissible income 

derived from SNC business activities. This threshold helps to determine the 

materiality of such income and its potential impact on the Shariah status of 

securities of listed companies. 

 

Based on the above, any non-permissible income below the 5% benchmark is 

considered as minimal from the Shariah perspective. This is guided by the 

following Islamic legal maxim: 

ثَرً ًًتَ بَعنًًًالأقََلًُّ   6ل لَأك 

“The minimum is auxiliary to the abundance.” 
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1983, p. 115-116. 

 

 

 

This maxim signifies that the ruling of the larger portion takes precedence, 

making the ruling of the smaller portion irrelevant or insignificant.7 In relation to 

the issue of mixed property from both halal and haram sources, Shariah scholars 

articulate that any haram sources do not make the halal sources prohibited, as 

long as the haram portion is minimal and can be separated from the predominant 

halal portion.8 This is in line with the following Islamic legal maxim: 

لََال9ًَ رََامًًًُلًًَيَُُرّ مًًًُالْ   ًًالْ 

“That which is forbidden does not render forbidden that which is permissible.” 

 

In the context of Shariah screening methodology, any non-permissible income 

below 5% benchmark is considered minimal and can be separated from the 

predominant permissible income. 

 

 2     Streamlining Shariah Screening Practice for All SNC Business Activities 

The introduction of a single 5% benchmark aims to streamline and unify Shariah 

screening process for all SNC business activities. It ensures a consistent and 

uniform assessment of SNC business activities across all listed companies. This 

approach is aligned with Principle 6 of Aspiration 2: Justice and Benevolence 

under the Maqasid al-Shariah Guidance Islamic Capital Market Malaysia, which  
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emphasizes the importance of upholding best practices, codes of conduct and 

ethical values. This Principle advocates for actions that are fair, of high quality, 

just and promotes wellbeing of society. 

 

In addition, this single benchmark takes into consideration the continuous and 

significant growth of Shariah-compliant securities, Islamic capital market and 

Islamic finance in Malaysia. As the market has now reached its stage of 

maturity, it demonstrates that listed companies are well-positioned to comply 

with such single benchmark. This is in line with the following Islamic legal 

maxim: 

10 َز مَانً  ًب تَ غَيُّ ًالأ  كَام  َح   لًَيُ ن كَرًُتَ غَيًُُّالأ 

"Evolution of Shariah rulings (based on custom and norm) due to changing times is 

not to be denied.” 

 

  


