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OVERVIEW 
 
Bosnia and Herzegovina (BIH) is faced with a multiple challenges of transition: from 
planned to market economy; from socialism to political pluralism and constitutional 
liberal democracy; from being one of six Yugoslav Republics to an independent 
country; from war to post-conflict status; and then to an enduring peace, 
reconstruction and reconciliation.  
   
Despite various difficulties, Bosnia and Herzegovina has made substantial progress 
in economic reconstruction, which culminated in June 2008 with the signing of BiH’s 
Stabilisation and Association Agreement (SAA) with the EU. That was a historical 
step forward on this country's road to Euro-Atlantic integration, which will 
ultimately bring increased stability and prosperity. As of this year BIH is a member 
the regional free trade network of Central Europe (CEFTA). Full membership of the 
WTO is the next milestone which BiH is working hard to achieve.    
 
Although much progress has already been made with key reforms, robust economic 
growth, a generally stable macro-environment and increasing dynamism in the 
private sector, a lot more remains to be done to advance the country's transition to 
a full market economy. Like all transition countries, there will be bottlenecks and 
some hard decisions will have to be made, for example on constitutional reform, 
harmonisation of economic space, and a tighter control over public finances.   
 
With GDP in 2008 of US$ 4,888 per capita (source: Central Bank of BiH), BiH 
falls into the category of lower to middle income countries. Over the last decade the 
economy has grown at a rate of 5-6% a year, a trend that is expected to be 
maintained in the future. The sustained economic growth, rapidly increasing 
production levels with domestic demand fuelled by increased private consumption, 
supported by strong credit growth, healthy wage increases and a sizeable fiscal 
impulse clearly send out a positive message.  
 
BiH is open to foreign investment, offering not only the WTO-recommended 
'national treatment' but also other incentives and a number of investment insurance 
instruments. In 2008 the FDI reached a value of Euro 701 million, with large 
difference comparing to 2007 due to global economic downturn.  
 

CHARACTERISTICS OF MARKET 
 
Financial organisations in BIH operate in a stable macroeconomic environment with 
inflation of and average rate of 6% (on the back of a currency board arrangement) 
and real GDP growth of 5%. 
 
The banking sector is supervised through the Central Bank of Bosnia and 
Herzegovina (CBBH) and two entity banking agencies - Banking Agency of 
Republika Srpska (RS) and Banking Agency of Federation of Bosnia and 
Herzegovina (FBIH).  
 
The CBBH was established under the Dayton Peace Agreement (DPA) and 
commenced its operations on 11 August 1997. The most important aim of the CBBH 
is to formulate, adopt and control the monetary policy of BiH. Monetary policy is 
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conducted through strict adherence to the Currency Board Arrangement (CBA), as 
stipulated in the CBBH law and in the DPA. 
 
The Bosnian convertible mark (KM) is pegged to Euro at the rate KM 1.95583 to 
EUR 1. The domestic currency liabilities of the CBBH are backed with convertible 
foreign assets. 
 
The CBBiH also co-ordinates activities of the BiH Entity Banking Agencies, which are 
responsible for bank licensing and supervision in their areas of responsibility: the 
Federation of Bosnia and Herzegovina and the Republika Srpska. 
 
The market entry of foreign banks, which currently control more than two thirds of 
total banking capital, supported the reform process in the banking sector and 
helped deepen financial intermediation.  
 
After the implementation of the new monetary policy in 1997 and the arrival of 
several big international banks, stabilisation and consolidation process started to 
bed in. The consolidation came mainly through acquisitions. Many international 
banks have set up operations in BIH including: Volksbank, Raiffeisen Bank, 
Unicredit Bank BH, Intesa Sanpaolo Bank, Procredit Holding, Hypo Alpe Adria Bank, 
Turkish Ziraat Bank, Ljubljanska Bank.  
 
At the end of 2008, there were 30 banks in operation in BIH - 20 headquartered in 
Federation of Bosnia and Herzegovina and 10 in the Republika Srpska. The sector 
now employs 11 054 people.  
 
In the first six months of 2009, it has become clear that the global financial crisis 
has taken its toll on the BiH economy. Although there are no national account 
statistics to confirm it, the available data indicate that the economy is in recession. 
According the World Bank report, credit growth has stopped, and in fact, bank 
credit portfolio slightly shrank between March and April (0.3%)  
 
Islamic Banking in BiH  
 
Islamic banking is in an early stage of its development. It exists within the 
conventional financial system that is dominantly based on interest and as such 
faces many limitations.  
 
The existing legal framework and tax system are the two key obstacles. The Law on 
Banks of FBIH does now provide for interest-free financing for trade and resale. In 
addition, the taxation system unequal treatment of banks whose income comes 
from a return on investment and to those who generate income from interest.  
 
The Government of FBiH is currently reviewing legal framework with a view to 
further improve and open the market but also to make provisions for Islamic 
banking. The recommendations should be before the Parliament of FBIH by the end 
of the year. The RS authorities showed no interest is this issue.  
 
Our research showed that there is a lack of awareness of the benefits for the local 
economy that may spring out from opening of the banking sector to new ways of 
banking.  
 
The only Inslamic bank that currently operates in BIH is Bosna Bank International 
dd Sarajevo (BBI). BBI was established in 2000 by Islamic Development Bank (with 
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(with 45,46% share), Dubai Islamic Bank (with 27,27% share) and Abu Dhabi 
Islamic Bank (with 27,27% share). The bank has capital of KM 47,5 million, and 
authorized capital of USD 300 million.  
The financing products currently offered by BBI are mainly based on short-term 
musharakah and ijara contracts. All requests are approved by the Shariah Board. 
The existing legislation prevents utilisation of sale and trade methods such as 
murabaha, salam, istina’, or any combination of different methods. In addition, the 
existing legislation does now allow equity investment to exceed 60% of the bank's 
capital. 
 
The Faculty of Economy and Business of the University of Sarajevo opened a 
department for Islamic Banking for undergraduate students and has started 
offering Masters programme in Islamic Banking.  

OPPORTUNITIES 
 
The opportunities for UK companies: 
 

• Technical assistance to the Federation Government to set up structure and 
legal framework for Islamic finance  

• Technical assistance to develop control mechanisms over Islamic financial 
organisations 

• Specialist training for Government officials and professional staff working in 
Government agencies. 

• Technical assistance and training for local banks interested in setting up 
Islamic financing  

• Direct finance to individuals and companies 
• Direct foreign investment (once enabling legislation comes into force) 

 
 
UKTI publishes international business opportunities gathered by our network of 
British Embassies, High Commissions and Consulates worldwide. These 
opportunities appear in the Opportunities portlet on the relevant sector and country 
pages on the UKTI website. By setting up a profile you can be alerted by email 
when relevant new opportunities are published. New or updated alert profiles can 
be set in My Account on the website. 

KEY METHODS OF DOING BUSINESS 
 
 
BiH is an open market that offers rewards to prepared and persistent companies. 
The Banking Sector is relatively developed and is one of the best regulated sectors 
in the market. However, the existing legislation is considered restrictive to fully 
implementation of standard Islamic banking products.  
 
The conventional finance, on the other hand, is widespread and well developed. The 
Banks in BIH offer a range of products for wholesale and retail clients. However the 
range of services is still poor and the cost of capital is relatively high in comparison 
to the neighbouring countries or EU. (In wholesale, the cost of capital varies 
between 6,5% and 8% and in retail between 9,5% and 12%). 
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Business practice 
 
Business customs in BiH are a mixture of socialist-style habits (typical of state-
managed companies and government bodies) and newly acquired business 
practices. Most of private-sector managers are fluent in English and use IT 
equipment.  
 
Personal contact, email, fax or letter are all common way of communication. As is 
the case in many other countries, local companies prefer to do business with people 
they know well. While most business meetings take place in a formal setting, it is 
not unusual do discuss business over coffee or lunch. The exchange of business 
cards is a common practice.  
 
 
Setting up in Business  
 
The entity Laws on Banks regulate the establishment, ownership and 
administration, operations, licensing, supervision, audits, bankruptcy and 
liquidation. The minimum of paid share capital and the net capital must not be less 
that the equivalent of KM 15 million.  
 
Banks are established and operate as corporation and is subject to provisions of the 
Law on Foreign Direct Policy of BIH and the entity Company Laws.   
 
A significant number of international banks broke into the market mainly through 
acquisition of private, or already privatised banks. There are also examples of 
successful greenfield investment. 
 
Foreign investors carry out business under the same conditions as domestic legal 
entities. No approvals are required and no special screening is envisaged. Foreign 
investors are required to register with the Ministry of Foreign Trade and Economic 
Relations to attain the status and government incentives. For more detailed 
information on the incentives to foreign investors please visit www.fipa.gov.ba.  
 
The Investment Promotion and Protection Agreement (IPPA), to support 
investments between the UK and BiH, was concluded in 2003. The UK-BIH IPPA is 
available at 
http://www.fco.gov.uk/resources/en/pdf/pdf7/fco_ref_tr_ippa_bosniaherzegovin  
 
The Double Taxation Agreement aims to protect against the risk of an individual or 
a corporate entity being taxed twice where the same income is taxable in any of the 
two countries 
 
Other background information on doing business in Bosnia and Herzegovina can be 
found on UKTI’s website. Simply go to the Bosnia and Herzegovina country page 
where you will find information on: 
 
• Economic background and geography 
• Customs & regulations 
• Selling & communications 
• Contacts & setting up 
• Visiting and social hints and tips 
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MORE DETAILED SECTOR REPORTS 
 
Research is critical when considering new markets. UKTI provides market research 
services which can helps UK companies doing business overseas including:  
 
• Overseas Market Introduction Service (OMIS). Bespoke research into 

potential markets, and support during your visit overseas. 
 
• Export Market Research Scheme. In-depth and subsidised services 

administered by the British Chambers of Commerce on behalf of UKTI 
 
For new and inexperienced exporters our Passport of Export process will take you 
through the mechanics of exporting. An International Trade Adviser will provide 
professional advice on a range of services, including financial subsidies, export 
documentation, contacts in overseas markets, overseas visits, translating material, 
e-commerce, subsidised export training and market research.   
 
Contact your local International Trade Advisor if you are interested in accessing 
these services, or for general advice in developing your export strategy. For their 
contact details please visit www.uktradeinvest.gov.uk.  
 
When considering doing business in BiH, it is essential to obtain legal, financial and 
taxation advice. UK Trade and Investment Team in Sarajevo is happy to provide 
non-validated contact lists of English-speaking lawyers, interpreters, PR agencies 
and accountancy firms as well as other relevant professional bodies. 
 
For further details please contact: 
 
 
Dzemal Klepic 
Trade and Investment Officer 
British Embassy Sarajevo 
Petrakijina 11  
71000 Sarajevo 
Tel: +387 33 28 2212 
Fax: +387 33 28 2265 
Email: dzemal.klepic@fco.gov.uk 
Web: http://ukinbih.fco.gov.uk/en 
 

PUBLICATIONS 
 
There are no specialist publications featuring Islamic banking in BiH. Bosnia Bank 
International publishes a quarterly in-house Newsletter that promotes Islamic 
banking. The latest edition is available at www.bbi.ba .  
 
The BIH Association of Banks publishes BH Bankar magazine which is distributed to 
all local banks and government agencies. For more information please visit  
www.ubbih.ba .  
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There is a number of business magazines (Poslove novine, BH Business magazine, 
InfoKom) where foreign and local companies advertise. Please contact the UK Trade 
and Investment Team for their contact details.   
 
The UK Trade and Investment Team in Sarajevo is happy to promote British 
companies by placing a promotional article in the quarterly British Business Club 
eNewsletter. The eNewsletter is produced and distributed locally. For the latest 
edition please visit hppt://ukinbih.gov.uk  .    
 
EVENTS 
 
Whereas there are no regular events featuring Islamic Banking there are several 
conventional banking events that take place every year. These events are 
advertised on UKTI portal. 

CONTACT LISTS 
 
Ministry of Finance and Treasury of Bosnia and Herzegovina 
Trg BiH 1 
71000 Sarajevo 
Tel: +387 33 205 345 
Fax: +387 33 202 930 
Email: trezorbih@trezorbih.gov.ba  
www.trezorbih.gov.ba  
 
Ministry of Finance of Federation of Bosnia and Herzegovina 
Mehmeda Spahe 5 
71000 Sarajevo 
Tel: +387 33 253 532 or 253 400 
Email: info@fmf.gov.ba  
www.fmf.gov.ba  
 
Ministry of Finance of Republika Srpska 
Trg Republike Srpske 1 
78000 Banja Luka 
Tel: +387 51 331 350 
Fax: +387 51 331 351 
Email: mf@mf.vladars.net  
www.vladars.net  
 
Central Bank of Bosnia and Herzegovina 
Marsala Tita 25 
71000 Sarajevo 
Tel: +387 33 663 630 
Fax: +387 33 278 229 
Email: contact@cbbh.ba  
www.cbbh.ba  
 
Banking Agency of Republika Srpska 
Vase Pelagica 11a 
78000 Banja Luka 
Tel: +387 51 218 111 or 218 112 
Fax: +387 51 216 665 

www.uktradeinvest.gov.uk   Page 8  

mailto:trezorbih@trezorbih.gov.ba
http://www.trezorbih.gov.ba/
mailto:info@fmf.gov.ba
http://www.fmf.gov.ba/
mailto:mf@mf.vladars.net
http://www.vladars.net/
mailto:contact@cbbh.ba
http://www.cbbh.ba/


Islamic Banking – BOSNIA AND HERZEGOVINA 

www.uktradeinvest.gov.uk   Page 9  

Email: office@abrs.ba  
www.abrs.ba  
 
Banking Agency of Federation of Bosnia and Herzegovina  
Kosevo 3 
71000 Sarajevo 
Tel: +387 33 721 400 
Fax: +387 33 668 811 
Email: agencija@fba.ba  
www.fba.ba  
 
Association of Banks of Bosnia and Herzegovina 
Fra Andjela Azvizdovica 1/10 
71000 Sarajevo 
Tel: +387 33 296 501 
Fax: +387 33 296 504 
Email: info@ubbih.ba  
www.ubbih.ba  
 
School of Economics and Business 
Department for Islamic Banking and Finance  
University of Sarajevo 
Trg Oslobodjenja - Alija Izetbegovic 1 
71000 Sarajevo 
Tel: +387 33 275 900 
Fax: +387 33 275 994 
Email: fikret.hadzic@efsa.unsa.ba  
www.efsa.unsa.ba  

Bosna Bank International dd Sarajevo 
Trg djece Sarajeva bb 
71000 Sarajevo 
Tel: +387 33 275 100 
Fax: +387 33 203 112 
Email: info@bbi.ba  
www.bbi.ba  
 
UKTI’s International Trade Advisers can provide you with essential and impartial 
advice on all aspects of international trade. Every UK region also has dedicated 
sector specialists who can provide advice tailored to your industry. You can trace 
your nearest advisor by entering your postcode into the Local Office Database on 
the homepage of our website. 
 
For new and inexperienced exporters, our Passport to Export process will take you 
through the mechanics of exporting. An International Trade Adviser will provide 
professional advice on a range of services, including financial subsidies, export 
documentation, contacts in overseas markets, overseas visits, translating 
marketing material, e-commerce, subsidised export training and market research. 
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