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While renewable energy has been on 
the agenda for a while now, in recent 
years costs have plummeted and 
investment opportunities increased to 
the point where the sector now looks 
economically att ractive rather than an 
exercise in expensive optimism. With 
both GCC and Malaysian governments 
throwing resources at the area and 
growing cross-border collaboration 
between developed and emerging 
economies, LAUREN MCAUGHTRY 
revisits the issue to ask what role 
Islamic fi nance can (and does) play in 
this exciting new order…

A recent global research initiative 
conducted by DNV GL found that more 
than 80% of global energy participants 
believe that the electricity system can 
be 70% renewable by 2050, with almost 
half the 1,700 participants believing that 
it could be achieved within the next 15 
years. With global growth in renewable 
power generation expected to hit 39% 
between 2013-19, there is no question 
that the market is rapidly reaching both 
critical mass and mainstream acceptance. 

Increasing investment
According to a recent report from the 
University of Cambridge and PwC, 
commissioned by the National Bank 
of Abu Dhabi (NBAD), over 50% of 
investment in new generation capacity 

worldwide is now in renewables; 
with an average US$260 billion a 
year investment in renewable energy 
technologies over the past fi ve years 
and green bond issuances for low 
carbon energy projects reaching 
US$36.6 billion in 2014, three times that 
of the previous year. 

“When we look to the 
future, it is very clear that 
renewables will be an 
established part of the 
global energy mix,” said 
Alex Thursby, CEO of 
NBAD. “Governments 
around the world, including 
the Gulf region, are sett ing 
out their ambitions for 
decarbonizing their 
economies, and the global 

debate about energy has never been more 
intense.”

In 2014 US$150 billion was invested in solar 
generation globally, along with US$100 
billion in wind power. This increasing 
investment trend has been driven by 
signifi cant reductions in technology 
costs, growing demand for electricity in 
emerging economies, and a concerted 
drive from governments worldwide to take 
action on climate concerns.

Urgent opportunity
According to the NBAD report 
(‘Financing the Future of Energy’) 
US$48 trillion of investment in energy 
infrastructure is needed in the next 
20 years: the bulk of it in non-OECD 
countries. “There is no way that the 
banking industry globally can fund 

[this],” said Thursby in a recent 
interview with Gulf media source 
The National. “Debt capital 
markets will be an essential 
piece. So having that expertise 
and then being able to put 
project fi nance into the bond 
market and putt ing project 
fi nance into a Sukuk – with 

maybe export agency support, etc. 
– are some of the areas that we 

would need to develop.”

continued on page 3
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DEALS
Indonesian Ministry of 
Finance auctions project-
based Sukuk worth IDR2 
trillion (US$151.4 million)

Prasarana Malaysia’s RM2 
billion (US$540.21 million) 
Sukuk Murabahah achieves 
a bid-to-cover ratio of over 
three times

Bank Muscat receives 
greenlight for OMR500 
million (US$1.29 billion) 
Sukuk program

Ivory Coast discusses 
possible Sukuk issuance in 
a bid to drive up economic 
growth

Japan International 
Cooperation Agency to 
assist Jordan in the latt er’s 
debut Sukuk

Turkiye Finans and Zorlu 
Energy obtain regulatory 
approval for Sukuk 
issuance

Perwaja Group skips 
Sukuk payment as it 
undergoes restructuring

Oman 
Telecommunications’s 
shareholders approve 
company’s proposed Sukuk 
issuance

Emirates Airline sets 
price guidance for US$913 
million 10-year Sukuk; to 
price as early as the 25th 
March 2015

Ras Al Khaimah could price 
benchmark 10-year Sukuk 
as early as the 24th March 
2015  

NEWS
Teraju partners with local 
Islamic banks to extend 
fi nancings to Bumiputera 
fi rms

Regional Board of 
Investments considers 
granting income tax 
holidays to Islamic banking 

institutions to boost the 
Shariah banking sector

Securities and Exchange 
Commission of Pakistan 
issues new Sukuk 
regulations

Proceeds from 
PETRONAS’s Sukuk to 
fund possible acquisitions

State Duma submits draft 
Islamic banking law to the 
parliament of the Federal 
Assembly of Russia

Asian Development Bank 
prepares US$2 million 
Islamic fi nance technical 
assistance for member 
countries

Maulana Azad National 
Urdu University to off er 
Islamic fi nance diploma 
course 

Amana Bank introduces the 
Education Finance scheme 
for students and working 
individuals

Kuveyt Türk to become 
Germany’s fi rst Islamic 
bank; awaits approval from 
country’s regulator

Investcorp spends 
US$300 million to acquire 
properties in the US

ASSET 
MANAGEMENT
Public Mutual launches 
new Islamic enterprises 
equity fund

Indian congress member 
claims political reasons 
behind Shariah Equity 
Fund deferment 

TAKAFUL 
Abu Dhabi Islamic Bank 
launches new Takaful 
savings plan

RATINGS
Fitch assigns ‘A+’ rating to 
Ooredoo’s Sukuk program

First Gulf Bank requests 
for rating on proposed 
Sukuk Wakalah to be 
withdrawn

Fitch upgrades outlook 
on Jordan Islamic Bank’s 
rating to stable as operating 
environment improves

AM Best affi  rms Watania 
at ‘B+’

Fitch lifts Qatar 
International Islamic 
Bank’s long-term issuer 
default rating to ‘A+’ 

RAM assigns fi nal rating of 
‘AA3(s)/Stable’ to Kuveyt 
Turk’s ringgit-denominated 
Sukuk

RAM withdraws ‘AA1/
Stable’ rating of Abu 
Dhabi National Energy 
Company’s Sukuk 

MOVES
Al Rayan Bank promotes 
Tim Sinclair to senior head 
of marketing and retail 
sales

Shaikh Dr Kahlan Nabhan 
Al Kharoosi assumes 
chairmanship of Oman’s 
High Shariah Supervisory 
Authority 

Barwa Bank hires Cenk 
Karacaoglu as head of 
syndications

Qatar Islamic Bank 
promotes Khalefa Saif Al 
Mesalam to head of human 
capital 

Squire Patt on Boggs boosts 
corporate and fi nancial 
services practices in the 
Middle East

Sandeep Puri joins Baker & 
McKenzie Habib Al Mulla 
as partner in banking and 
fi nance practice

Mohamed Azmi Mahmood 
to lead AmBank Group 
as acting group managing 
director
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And the opportunities are tremendous. 
“When you look at scale, there are 
trillions of dollars of investment that 
could be made in the next few years,” 
emphasized Sean Kidney, CEO of the 
Climate Bonds Initiative, to IFN. “This 
gives the market enormous potential.”

Gulf leadership
So far the Middle East, and the GCC in 
particular, has led the charge in this area 
in terms of OIC country participation – 
unsurprising given its exceptional energy 
requirements and current economic 
dependence on fossil fuels. The region 
already has the highest energy and 
carbon intensity of any global region, 
according to NBAD, and demand is 
expected to triple by 2030, requiring a 
substantial increase in new generation. 
Overall, MENA energy demand is 
expected to grow by 8.3% annually 
between 2013-19, over three times the 
global average. 

As a result, GCC countries are focusing 
both att ention and resources on readying 
themselves for renewable energy. The 
EU Renewable Energy Readiness Report 
2013 notes a proactive approach 
taken by the region, with all six 
countries scoring highly on the 
Renewable Energy Readiness 
Index. “We are seeing some 
enormous announcements 
from Gulf countries about 
renewable energy generation 
– Saudi, Qatar, Jordan, 
UAE,” noted Kidney. 
“All of those projects are 

eligible for green Sukuk. It would seem 
to be a simple marketing ploy to consider 
fi nancing those in the green market, and 
to be frank I think they will.”

The UAE is one of the most proactive in 
this drive, and already has the third-
most powerful solar grid in the world 
(behind Spain and the US). Masdar, also 
known as the Abu Dhabi Future Energy 
Company, is one of the most active in the 
area with a specifi c mission to invest in 
renewable energy and clean technology 
in Abu Dhabi and around the world “for 
fi nancial and social returns”. In January 
2015, CEO Dr Ahmad Belhoul delivered 
the keynote speech at the World Future 
Energy Summit 2015, stressing the need 
to accelerate the adoption of renewable 
energy as a commercially viable 
technology. 

Both Abu Dhabi and Dubai are targeting 
7% of total energy from renewables by 
2020, while Qatar is aiming to produce 
1,800MW of clean power by 2020 
(accounting for around 1.5 million barrels 
of crude oil per year or 2% of its power 
output) and recently built the largest 
solar technology manufacturing facility 
in the region. The UAE has already 

invested over US$1 billion in renewable 
energy projects; and Saudi Arabia is 

aiming to be the world’s leader in 
renewable energy with a massive 
US$109 billion investment 
program and plans for a third 
of its power to come from 

alternative sources by 2032.

According to the director-general 
of the International Renewable 

Energy Agency (IRENA), Adnan 
Amin, there is “tremendous growth 
in renewable energy investment in the 
GCC,” and “the leader in the process is 
the UAE”. 

Global reach
However, it is not just the Middle 
East that is gett ing involved. “One of 
the myths about renewable energy 
projects is that there is not enough of 
them out there,” said Adnan. In fact, 
he claims: “There is a large pipeline 
of renewable energy projects that are 
viable today.” More and more countries 
– both developing and developed – are 
gett ing involved in the process, as the 
sector becomes both more scientifi cally 
compelling and more economically 
viable. This year the State Bank of India 
committ ed US$12.5 billion in debt 
funding to renewable energy projects, 
while 30 Indian fi nancial institutions 
have also committ ed to fi nancing 70.5GW 
of green energy, costing around US$57 
billion, by 2022. 

Cross-border collaboration is also on 
the rise; especially between developed 
nations and OIC/Islamic fi nance-focused 
economies. In June 2014, Canadian 
AGInvest Properties launched a Shariah 
compliant investment opportunity for the 
purchase of Canadian farmland, assisted 
by the Bahrain-based Shariyah Review 
Bureau (SRB). The UK’s SCS Farmland 
also off ers a Islamic investment program 
for the acquisition of land in Argentina, 
while Hong Kong’s Treedom Group 
off ers a Shariah compliant forward 

Clean energy: An Islamic opportunity
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Chart 1: Global energy consumption growth* in 2015
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purchase agreement for investment in the 
agarwood market, which has obtained 
over 2,000 clients across Europe and Asia 
over the past decade. 

At the beginning of March this year, 
South Korea and the UAE agreed to 
upgrade bilateral relations by expanding 
cooperation in the areas of medical 
service, intellectual property, culture, 
agriculture and renewable energy. Last 
week Morocco and the UAE also signed 
21 bilateral agreements, including one 
on Islamic cooperation and another on 
a framework of cooperation in the fi eld 
of renewable energy. An additional 
agreement provides for joint cooperation 
between the National Authority of Water 
and Electricity and the UAE Masdar on 
the implementation of projects to provide 
solar energy to homes in the regions not 
connected to the electricity grid.

In January, France and the UAE 
announced a partnership to jointly fund 
renewable energy projects in developing 
countries across the world, announced 
during the Abu Dhabi Sustainability 
Week 2015. This follows on the UAE-
Pacifi c Partnership Fund signed between 
the UAE and New Zealand last year, 
which already has a total corpus of 
US$50 million with the New Zealand 
government providing a further US$54 
million for renewable energy projects. 
And the Abu Dhabi government has a 
further agreement with the International 
Renewable Energy Agency (IRENA) 
through which over US$57 million is 
expected to be provided in low-cost debt 
fi nance to fi ve renewable energy projects 
in emerging countries. And also this 
month Belgium and Qatar strengthened 
business ties with a high-ranking Belgian 
delegation to the emirates, focusing 
on a number of core areas including 
renewable energy and solar power 
and culminating in the Belgian-Qatari 
Economic Forum 2015 on the 22nd-23rd 
March; which also included a focus on 
energy and technology cooperation. 

Islamic impact
The IDB is already a signifi cant player 
in the clean energy sector, with around 
US$1 billion in investment between 2010-
12 including a US$35 million Shariah 
compliant clean energy fund for central 
Asia and a US$50 million fund for Africa. 
The bank has already dispersed US$908 
million to Morocco, US$896 million 

to Pakistan, US$886 million to Egypt, 
US$764 million to Tunisia and US$668 
million to Syria, and in October 2013 
announced a US$100 million investment 
with the Industrial Development Bank of 
Turkey for the development of renewable 
energy projects. In June 2014 the IDB 
announced a further US$180 million in 
fi nancing for renewable energy projects 
in six African nations to reduce poverty 
and increase access to electricity. US$125 
million has already been provided by 
the agency, which is currently in talks 
with the OPEC Fund for International 
Development to provide the balance. 
“This is just seed money. The goal is 
to enlarge it and to build a pipeline of 
projects,” explained Sidi Mohamed Ould 
Taleb, the regional director for IDB.

Renewable energy sources are also 
reaching into the very heart of the Islamic 
faith, with the recent announcement 
from Jordan in March of plans to install 
solar PV systems on the country’s 
6,000 mosques. The country’s mosques 
are expected to see huge savings and 
even solar revenues from the project, 
according to the Ministry of Energy and 
Mineral Resources and the Ministry 
of Awqaf and Islamic Aff airs, who are 
working together to begin implementing 
the project by the end of 2015.

However, it’s not all good news. UK 
fi rm Simply Sharia announced plans 
in June last year for the building of a 
US$5 million solar energy plant funded 

through a Wakalah structure, using 
tax breaks from the UK’s Enterprise 
Investment Scheme –  but the project 
was reportedly abandoned after the fi rm 
failed to reach its funding target, citing 
issues with the Shariah structure. 

Malaysia – a long way to go
Malaysia, an early mover in the clean 
energy market, has also seen its 
momentum slow. In 2010, Malaysian 
prime minister Najib Abdul Razak 
announced that the country was keen to 
lead an initiative to found a new bank 
to fi nance clean energy projects in the 
Muslim world. “I would like to propose 
that a clean energy development bank 
be established to accelerate development 
of green energy and related industries 
for the benefi t of developing [Muslim] 
countries,” he said. “Malaysia is 
prepared to spearhead this initiative.”

However, nothing more has been 
heard and it seems as if the plan has 
fallen by the wayside. In the same year, 
Malaysia signed an MoU with Abu 
Dhabi investment vehicle Mubadala for 
clean energy project collaboration, with 
a number of projects planned including 
up to AED25 billion (US$6.8 billion) in 
the Sarawak renewable energy corridor. 
Although the entity did invest an 
estimated US$4 billion in an aluminium 
plant in the Sarawak Corridor, it is 
unclear how much of the original 

Clean energy: An Islamic opportunity
Continued from page 3

continued on page 5

Chart 2: Addressable Solar PV Market is large
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planned investment into renewable 
projects has taken place, with no further 
activity reported.

Further action has since been taken, 
however, with the launch in August 
2014 of the Sustainable and Responsible 
Investment (SRI) Sukuk framework. 
Ranjit Ajit Singh, the chairman of the 
Malaysian Securities Commission, 
commented that the initiative was: “In 
line with the rising trend of green bonds 
and social impact bonds that have been 
introduced globally.”

In June 2014 TNB Energy Services 
(TNBES), the green energy arm of 
Malaysia’s largest power supplier, Tenaga 
Nasional, also announced that it was 
looking for partnerships in the Middle 
East in the sustainable energy sector. 
In 2008, TNB established a Center of 
Renewable Energy (CRE), and according 
to its website has to date signed 21 long-
term RE Power Purchase Agreements 
(REPPAs) totaling 109.65MW and 
installed 136 Malaysian Building 
Integrated Photovoltaic (MBIPV) systems 
totalling 1,966.141kWp. 

In March of this year, AT Engineering 
Solutions announced a potential 
agreement with TNB for the sale and 
delivery of renewable energy by ATES 
to TNB for a concession period of 21 
years, and intends to construct a 425kW 
solar power plant on its existing factory 
located in Bayan Lepas Industrial Park, 
Penang, by December 2015. “Throughout 
the concession period of 21 years, ATES 
is expected to generate approximately 
RM11 million (US$3 million)-worth of 
energy,” said the company.

With the Malaysian government a 
legendary player and supporter in the 
Islamic debt capital market, it could 
be expected that any major push into 
new markets would be funded at least 
partially through Islamic channels. 
However, it seems as if the renewable 
energy sector is struggling to fi nd 
support. A new solar farm, Kompleks 
Hijau Solar, launched in Malacca this 
year by renewable energy fi rm Gading 
Kencana, reportedly faced serious 
diffi  culties in obtaining the required 
funding. Managing director Guntor 
Tobeng told the press that: “We spent 
a year talking to many banks and all 
rejected us. They said we did not qualify 

for a large loan.” Eventually the project 
secured RM11.8 million (US$3.2 million) 
from government vehicle Teraju; and 
RM56 million (US$15.2 million) from 
Malaysia’s Small & Medium Enterprise 
Development Bank (SME Bank) – but 
no fi nancing from Islamic institutions; 
surprising given the clear fi t with Shariah 
principles that clean energy investment 
represents. 

And Malaysia still faces an uphill 
struggle that suggests it needs to take 
serious action if it has any hopes of 
becoming a real player in the renewables 
race. According to Dr Fong Chan Onn, 
professor of applied economics and 
dean of the faculty of economics and 
administration at Universiti Malaya, 
Malaysia’s average electricity demand is 
expected to increase by around 3.3% per 
year over the next fi ve years – while its 
current annual generation of renewable 
energy is less than 1% of its total fuel 
mix. 

Economic sense
Yet the economic case for investment has 
never been stronger. Prices have fallen 
dramatically in the last few years: with 
solar power prices dropping 80% since 
2009 and onshore wind power by 40%, 
according to the NBAD report. “The speed 
of this shift towards grid parity with 
fossil fuels means that, in many instances, 
perceptions of the role of renewables in 
the energy mix have not caught up with 
reality,” it notes. “At the end of 2014, 
a 200MW Dubai Electricity and Water 
Authority (DEWA) bid in Dubai set a 
new world benchmark for utility scale 
solar PV costs, showing that photovoltaic 
technologies are competitive today with oil 
at US$10/barrel and gas at S$5/MMBtu.”

This presents a compelling argument 
for oil-producing nations including 
GCC countries as well as Malaysia and 
Indonesia, to invest in renewable energy 
in order to achieve energy savings, 
reduce fuel cost risks, achieve climate 
ambitions and, at the same time, keep 
more oil and gas available for export.

Private sector push
The private sector has taken this trend 
on board and is pushing the momentum 
forward. Citigroup recently announced 
plans to invest US$100 billion in clean 
energy by 2025, and other international 
banks are following suit. 

In 2014, Dubai-based investment 
advisory fi rm Greenstone Equity 
Partners joined forces with Capital 
Dynamics, a global asset manager 
investing in private equity and clean 

Clean energy: An Islamic opportunity
Continued from page 4
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energy with assets under management 
of US$19 billion. The partnership aimed 
to introduce the Capital Dynamics 
clean energy infrastructure platform to 
the Gulf region, focusing on sovereign 
wealth funds, institutional investors and 
family offi  ces, and already includes a 
Shariah compliant investment vehicle; 
while an Islamic option for the fi rm’s 
private equity program is also underway. 
In December 2014, Capital Dynamics 
closed its clean energy and infrastructure 
(CEI) fund at US$462.5 million. The 
CEI Fund, which has already made 
nine investments in the US and the UK, 
will continue to target areas such as 
biomass, landfi ll gas, small hydropower, 
solar, wind and gas-fi red power. John 
Breckenridge, the managing director 
of the CEI team at Capital Dynamics, 
commented that: “The success of our CEI 
Fund is a clear indication of the demand 
for capital within the clean energy 
infrastructure fi eld.”

A ‘no-brainer’
Citigroup CEO, Michael Corbat, 
summarized the situation succinctly: 
“Simply put, it is a US$100 billion 
investment in sustainable growth. These 
eff orts do not constitute philanthropy, 
nor do they represent costs. In fact, they 
reduce costs.”

And NBAD CEO Thursby agrees. 
“Potentially, the gains to be made from 
focusing on energy effi  ciency are as great 
as the benefi ts of increasing generation. 
Together, these help us to reframe how 
we think about the prospects for energy 
in the region.”

It is clear that Islamic fi nance has a role 
to play: not only by virtue of its position 
within the leading markets in Asia and 
the Middle East which are spearheading 
the renewable energy movement; but 
through its ability to bridge the gap 
between the conventional and Islamic 
world through its ethical and moral 
connections with the goals and principles 
of clean energy. 

And while Islamic fi nance as a whole 
may only make up a small proportion of 
the global fi nancial market; its position in 
the clean energy sector has the potential 
to punch far above its weight. It is now 
up to the industry itself to address these 
exceptional opportunities. 

Clean energy: An Islamic 
opportunity
Continued from page 5
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On the back of rapid economic 
progress, infrastructure development 
and a change in demographics, the 
Qatari insurance market is said to be 
the fastest-growing in the GCC. Not 
lagging behind, Takaful insurers in 
the country have also benefi ted from 
this commendable growth. NABILAH 
ANNUAR explores in depth the factors 
driving the protection sector in the 
country.

With a compound annual growth rate 
of 22.4% between 2006-13, Qatar is the 
fastest-growing insurance market in 
the GCC. According to a recent report 
by Moody’s, the country’s insurance 
industry recorded premiums of US$2 
billion in 2013, equating to approximately 
10% of the premiums writt en in the GCC, 
making it the third-largest insurance 
market in that particular region. It noted 
that the growth of Qatar’s insurance 
market has resulted from the nation’s 
rapid economic progress: as shown by 
a GDP that has more than tripled since 
2006, a strong focus on infrastructure 
development and a growing population 
which has doubled over the past decade. 
To a lesser extent, the development 
is also spurred by third-party motor 
insurance and health insurance becoming 
compulsory.

Mohammed Ali Riyazuddin Londe, an 
analyst and author of Moody’s report, 
an affi  rmed to IFN that Takaful insurers 
were also part of the fast growth of the 
Qatari insurance market. “Three out of 
the top seven Qatari insurers are Takaful 
insurers – Al Khaleej Takaful Group, 
Qatar Islamic Insurance Company 
(IFSR ‘Baa2, positive’) and Damaan 
Islamic Insurance Company (’Beema’ 
IFSR ‘Baa2, stable’). The growth of 
these Qatari Takaful insurers has been 
driven by the same economic and 
demographically favorable conditions 
from which the overall Qatari insurance 
market benefi ts.” With the exception 
of the Saudi Arabian market (which is 
completely based on the cooperative 
insurance model), Takaful players do not 
commonly hold top market position in 
the other GCC markets.

Engineering and energy are, according to 
Moody’s, the lines that have experienced 
the most rapid growth. They also, 
however, carry the highest underwriting 

risk, particularly in terms of loss severity, 
as indicated by the volatile claims 
ratios of the larger national insurers 
that dominate these lines. As third-
party motor insurance is compulsory in 
Qatar, the remaining insurers compete 
more actively in motor insurance, as 
well as medical insurance, due to the 
in-progress tiered implementation of 
compulsory medical cover for nationals, 
expatriates and visitors. As for Takaful 
operators Ali explained: “In comparison 
to other Takaful insurers in the GCC, 
the large Qatari Takaful insurers also 
write medium to large-sized commercial 
lines as they participate in the large 
infrastructure and development projects 
of Qatar, in addition to retail and small-
sized commercial business.”

As for profi tability, Qatar’s largest 
national companies registered 
positive returns on capital in 2013-
14, resulting from underwriting large 
energy and infrastructure projects. 
However, pricing competition for the 
remainder of the market has driven 
poor underwriting performance 
for many of the smaller groups. 
Moody’s highlighted that all Qatari 
insurers stand to benefi t from strong 
capitalization levels, diversifi ed asset 
portfolios and relatively low or non-
existent levels of fi nancial borrowing. 
They also leverage on a strengthening 
regulatory environment and a strong 
operating environment as Qatar 
stepped up its spending ahead of 
hosting the World Cup in 2022.

Att ributed to favorable growth dynamics, 
low insurance penetration level and 
increasing insurance awareness, Moody’s 
expect Qatari Takaful players to continue 
experiencing signifi cant growth over the 
coming years, in line with its prognosis 
of the nation’s insurance market.

Qatar insurance sector the fastest-growing in the GCC, Takaful 
included
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What’s been going on in the world this 
week? LAUREN MCAUGHTRY brings 
you a selection of the most signifi cant 
economic, regional and global events, 
issues and trends that have the 
potential to aff ect the Islamic fi nance 
industry.

• Leading investors in Standard 
Chartered urge bank to leave 
London following the UK 
chancellor’s move to raise taxes 
on banks from 0.156% to 0.21% of 
liabilities. Could StanChart perhaps 
move to Hong Kong (where it is 
dual listed) – and will this impact 
London’s competitiveness as an 
international banking center? 

• The US re-thinks its support for Israel 
following Netanyahu’s re-election 
this week. According to White House 
spokesman Josh Earnest: “The steps 
that the US has taken at the United 
Nations had been predicated on this 
idea that the two-state solution is the 
best outcome. Now our ally in these 
talks has said that they are no longer 
committ ed to that solution. That 
means we need to re-evaluate our 
position in this matt er.”

• The EU moves towards further 
sanctions against Russia, including 
an agreement to maintain current 
measures unless a ceasefi re is 
implemented in full, according to the 
FT. One of the key factors is a ban on 
Russian banks raising funds in the 
European fi nancial markets – could 
this drive the country further into 
the arms of Islamic fi nance?

• The US Federal Reserve publishes 
signifi cant reduction in medium-
term interest rate forecasts, leading 
to sharp dollar sell-off  and concerns 
over when the Fed will realistically 
tighten monetary policy, says the 
FT. According to Janet Yellen, 
Fed chairwoman, the cuts refl ect 
lower forecasts of infl ation and a 
downgrade in assessment of the 
long-term unemployment rate.

• Private equity groups such as 
Carlyle and Blackstone set to 
spend billions of dollars seeking 
opportunities in the oil and gas 
industry as plummeting prices lead 
to a surge in asset sales. According 
to Carlyle, investors have already 
committ ed US$2.5 billion to its 
inaugural international energy 

fund – its biggest ever capital-
raising – suggesting that investors 
are preparing for yet further falls in 
energy prices. Could this be an area 
of opportunity for Islamic private 
equity investors to leverage?

• The IMF announces its support for 
Egypt’s economic reform program, 
which minister of fi nance Hany 
Kadry Dimian called: “The message 
of confi dence we have been waiting 
for.” At its investment conference 
last week Egypt signed over US$138 
billion in investment deals, with 
foreign investors fl ocking back to the 
market. However, the president of 
Egpyt Abdel Fatt ah el Sisi warned that: 
“Egypt needs no less than US$200-300 
billion to have real hope for the 90 
million Egyptians to really live, really 
work, and really be happy.”

• OPEC could convene emergency 
meeting if oil prices continue to fall, 
according to Nigerian oil minister 
Diezani Alison-Madueke. “Almost all 
OPEC countries, except perhaps the 
Arab bloc, are very uncomfortable,” 
she told the FT in an interview this 
week.

IFN Global Trendswatch

Islamic fi nance in Europe may be 
championed by the likes of the UK 
and Luxembourg; however in the 
background, another potentially 
strong – albeit relatively silent – player 
has been steadily building its Islamic 
fi nance muscles. VINEETA TAN writes.

With approximately 4-5 million 
Muslims holding an estimated wealth 
of EUR18-25 billion (US$19.55-27.15 
billion) (according to market fi gures), 
Germany possesses signifi cant intrinsic 
potential for Islamic fi nance buoyed also 
by its close proximity to the UK and its 
strategic standing as Europe’s largest 
economy (See IFN Report 11 Issue 10: 
‘Islamic fi nance in Germany – Not why, 
but when’). With a fully-fl edged Islamic 
bank imminent, the Federal Republic is 
seemingly set to assume a stronger voice 
in the global Islamic fi nance narration.

Kuwait Finance House (KFH) this week 
confi rmed that it will launch Islamic 

banking operations in Frankfurt on the 
1st July, becoming the fi rst fully-fl edged 
Shariah bank in the European nation. 
According to KHF chairman Hamad 
Abdul Mohsin Al Marzouk, this new 
bank is expected to open vast scope of 
business and investment in the country.

The new entity will operate under the 
ambit of KT Bank as a wholly-owned 
subsidiary of Kuveyt Turk (owned 
by KFH) which has been serving the 
German market since 2010 through its 
representative offi  ce in Manheim. Hamad 
revealed in a press release that the new 
fi nancial institution will target beyond 
the Muslim population in order to serve 
the largest tier of customers across 
retail and wholesale segments, and will 
leverage its position in Germany to 
further expand in Europe through new 
branches, companies and banks.

It is clear that KFH’s upcoming German 
unit will play a vital role in the bank’s 

growth strategy in the coming years 
as confi rmed by Kuveyt Turk CEO 
Ufuk Uyan, who affi  rmed that a fully 
integrated bank in Germany is an 
important initiative in the bank’s line of 
business and expansion plans in Europe. 

KT Bank may be Germany’s fi rst Islamic 
bank; however, the Federal Republic is 
no stranger to Shariah compliant fi nance. 
More than a decade ago, the German 
state of Saxony-Anhalt tapped the 
Sukuk market, raising EUR100 million 
(US$108.6 million) in 2004. FWU Group 
from Munich followed suit in 2012 and 
2013. 

Over the years, the country has also 
gained increasing favor among Shariah 
investors especially with regards to its 
property market which, according to real 
estate service provider Savills, realized a 
phenomenal 27% growth in commercial 
property investment to almost EUR40 
billion (US$43.44 billion) last year.

Islamic inance gains more traction in Europe
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In the last week, several developments 
have transpired in the sovereign Sukuk 
space. The emirate of Ras Al-Khaimah 
has mandated banks for its off ering, 
Indonesia’s Ministry of Finance has 
auctioned project-based Sukuk, Japan 
International Cooperation Agency 
(JICA) is working with the Jordanian 
government for the Kingdom’s Sukuk 
off ering and Ivory Coast is in the midst 
of discussing a potential issuance. 
NABILAH ANNUAR keeps abreast of 
the latest developments in the sovereign 
Sukuk market.

Asia
Indonesia’s Ministry of Finance has 
auctioned its project-based Sukuk at 
an indicative target of IDR2 trillion 
(US$151.4 million) on the 24th March 
2015. The country intends to issue 
IDR7.14 trillion (US$571.2 million)-
worth of project-based Sukuk this year, 
auction Sukuk 22 times, launch a retail 
Sukuk program of up to IDR20 trillion 
(US$1.57 billion) in April and issue 
global Sukuk within the fi rst quarter. The 
Malaysian government plans to tap the 
international Islamic bond market for the 
fi rst time in almost four years and has 
instructed banks to submit proposals for 
an estimated fi ve-year US$2 billion US 
dollar-denominated debt off ering. 

In Bangladesh, IFN correspondent 
Md Shamsuzzaman confi rmed that 
the country is actively considering the 
introduction of Sukuk in the domestic 
market. Pakistan’s fi nance minister on the 
other hand, affi  rmed that the government 
will not tap the international debt 
markets, both Islamic and conventional, 
until the 30th June 2015, after the republic 
completes its global capital market 
transaction portfolio.

In central Asia, the Turkish Treasury 
plans to issue Sukuk worth TRY1.5 
billion (US$570.67 million). Kazakhstan 
could also potentially tap the 
international Sukuk market this year 
with a possible quasi-sovereign off ering. 
Moving to East Asia, Hong Kong 
plans to issue a second Sukuk worth 
approximately US$500 million to US$1 
billion, according to news portal Global 
Capital. Eyeing a tenor of three to fi ve 
years, the government is reportedly 
considering an asset-light Wakalah 
structure. Ningxia Hui Autonomous 

Region in China intends to issue up to 
US$1.5 billion-worth of instruments 
including Sukuk, with maturities up to 
fi ve years. 

Africa
Ivory Coast is currently discussing a 
possible Sukuk, with further discussions 
to be held with the IDB; the country 
is considering raising XOF200 billion 
(US$320.72 million) this year. Together 
with the Islamic Corporation for the 
Development of the Private Sector (ICD), 
the Niger government plans to auction 
XOF150 billion (US$240.54 million) in 
Sukuk, implemented in two equal phases 
within the next fi ve years, to fund the 
Republic’s development project pipeline. 

Tunisia expects to debut its Sukuk 
off ering in the second half of 2015 and 
has mandated four banks including 
Citigroup, Natixis and Standard 
Chartered for the proposed US$500 
million US-dollar denominated issuance. 
Egypt has been exploring the idea of 
issuing international Sukuk with the 
country’s Sovereign Sukuk Bill yet to be 
presented to the parliament for approval.
Kenya has set a target to issue its maiden 
Sukuk in the next fi nancial year (ending 
June 2016) as the parliament considers 
a recommendation by its fi nance 
committ ee to double the government’s 
external debt ceiling to US$28 billion. 
While South Africa has no plans to issue 
a US dollar-denominated Sukuk in 2015, 
the country, which is also planning 
to off er domestic South African-rand 
denominated Sukuk, may, however, 
consider an issuance next year. 

Middle East
The emirate of Ras Al-Khaimah last week 

mandated Al Hilal Bank, Citigroup, 
JPMorgan and National Bank of Abu 
Dhabi to arrange fi xed-income investor 
meetings for a potential US dollar-
denominated Sukuk off ering that is 
expected to materialize before the end of 
April 2015. The UAE seeks to issue the 
world’s fi rst Sukuk aimed at fi nancing 
green energy projects this year, possibly 
as early as April. 

Jordan also expects to raise JOD564 
million (US$794.03 million) in Sukuk 
this year to narrow the country’s budget 
defi cit. The government will work with 
JICA following an agreement signed 
between JICA and the ICD to jointly 
provide technical assistance on Sukuk 
issuance. Similarly, Oman has targeted 
to make the debut of its fi rst sovereign 
Sukuk to address the Sultanate’s 2015 
budget defi cit, via its central bank by 
mid-2015. Believed to adopt an Ijarah 
structure, the issuance is expected to 
be worth OMR200 million (US$517.6 
million) with maturities of fi ve or seven 
years and the underlying asset being a 
selected public project with a readily 
available income stream of the right 
proportions. 

Europe
Luxembourg’s fi nance minister, Pierre 
Gramegna, confi rmed that the country is 
open to the idea of making more 
sovereign issues after conducting its 
maiden Sukuk last September. In a 
previous interview, Gramegna disclosed 
to IFN that authorities are working 
towards developing a new structure for 
future Sukuk utilizing investment funds 
instead of real estate assets.

Sovereign Sukuk: Ful illing their promises, countries take 
action
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Following the success of the 
International Finance Facility for 
Immunization Co (IFFIm)’s US$500 
million Sukuk issuance last year, the 
market has been abuzz with potential 
plans to tap the Islamic debt capital 
market for social impact and green 
Islamic bonds. This week IFN asks the 
industry whether social impact Sukuk 
issuances could really be the next big 
thing in Islamic fi nance. NABILAH 
ANNUAR reports.

The IFFIm in December last year raised 
US$500 million to help fi nance an 
immunization program through GAVI, 
the Vaccine Alliance. As a Shariah 
compliant and a socially responsible 
investment, proceeds from the Sukuk 
issuance will be used for children’s 
immunization in the world’s poorest 
countries. Just a few months later, in 
February, Khazanah Nasional, Malaysia’s 
sovereign wealth fund, announced its 
plans to issue Sukuk of up to RM1 billion 
(US$278.05 million) to fund schools. 
The planned ‘social impact Sukuk’ is 
reportedly aimed at opening funding for 
education to a broad pool of investors 
rather than fi nancing it out of its own 
reserves.

This month the industry witnessed the 
UAE’s pledge to become the fi rst in the 
world to issue Sukuk aimed at fi nancing 

green energy projects (see last week’s 
IFN cover story, Vol 12 Issue 11: ‘The 
grass is always greener?’). The off ering is 
expected to materialize this year, possibly 
as early as April. Confi rming this to IFN, 
Sean Kidney, CEO and co-founder of the 
London-based Climate Bonds Initiative 
said: “In the UAE, we are working with 
the Clean Energy Business Council, the 
Gulf Sukuk and Bond Association and 
Latham & Watkins to promote green 
Sukuk. Recently the tempo of discussion 
around the green Sukuk idea has risen, 
with prospective issuers in Malaysia 
and the Gulf exploring the option. We 
believe we’ll see a fi rst issuance early in 
[the] second quarter and another over the 
summer.”

The poll results to this question display 
cautious optimism from market players: 
71% believed that the industry could 
expect a wave of social impact Sukuk 
issuances in the near future. This does 
not come as a surprise as socially 
responsible investments (SRI) and their 
correlation with Islamic fi nance have 
been extensively deliberated over the 
years. 

Responding to the poll question Lee 
Irvine, a senior associate at Latham & 
Watkins, told IFN: “I believe that we are, 
but that isn’t to say that it won’t take 
time for the socially responsible Sukuk 
market to develop and gather traction.” 
He equated his prognosis to that of green 
bonds and Sukuk. Evidenced by how the 
green bond market developed, only a 
small number of issuances made a debut 
in the initial years as issuers tested the 
waters, before the momentum gathered 
pace. Similarly with Sukuk, less than 
US$2 billion was issued in each of 2001 
and 2002, rising to US$6 billion to US$8 
billion in 2003 and 2004, and then rapidly 
expanding to reach over US$40 billion in 
2007. 

“I think we will see the same patt ern 
play out in the social[ly] responsible 
Sukuk market, with one or two issuances 
this year which will open the market, 
followed by a few more issuances 
next year and then we will see the 

market really take off , as both issuers 
and investors get comfortable with 
the instrument. The demand is clearly 
there from investors for this type of 
instrument, so it is just a matt er of time 
before the market develops to satisfy this 
demand,” opined Irvine. 

Sharing similar sentiments, Umar 
Moghul, a New York-based corporate 
lawyer with a focus on Islamic fi nance, 
was also of a positive view. He 
elucidated: “The Islamic fi nance market 
is already beginning to appreciate what it 
can learn from the SRI markets and the 
positive way in which Islamic fi nance can 
contribute to social and environmental 
well-being, and we see that in the recent 
inclusion of SRI criteria along with 
Islamic fi nance in asset management and 
real estate, for example. My work in the 
area of a ‘green’ Sukuk shows us that 
even more can and should happen.”

IFN Weekly Poll: Are we about to see a wave of 
social impact Sukuk issuances?
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With Malaysia’s Islamic government 
investment issues (GII) due to be 
included into the Barclays Global 
Aggregate Index end of this month, 
VINEETA TAN explores its eff ects on 
the country’s Sukuk market.

Malaysian government securities have 
enjoyed a positive trajectory last month 
with a total of RM10.4 billion (US$2.81 
billion) in gross issuance, with Shariah 
compliant papers commanding a 78% 
majority, according to RAM Ratings. 
This brings the total value of outstanding 
government securities to RM559.4 
billion (US$151.1 billion) in February as 
compared to RM549.5 billion (US$148.42 
billion) the preceding month. Shariah 
compliant papers still form the lion’s 
share of outstanding quasi-government 
securities at RM119.3 billion (US$32.22 
billion) versus RM14.8 billion (US$4 
billion) of conventional facilities in 
February.

This strong appetite for Islamic 
government securities comes ahead of 
the imminent inclusion of Malaysia’s 
GII into the Barclays Global Aggregate 
Index. “The inclusion of listed Malaysian 
Islamic government papers in the index 

is anticipated to expand the width and 
breadth of international investors as well 
as increase the value of foreign holdings 
of Islamic government papers,” noted the 
rating agency, which also projected for 
Islamic facilities to be more competitively 
priced in the long run. Malaysia’s GII 
will be the fi rst ever Islamic bond to 
be included in Barclays’s global fi xed 
income index.

For the month of February, the 
government sold two Islamic facilities 
to overwhelming demand. Sukuk 
Perumahan Kerajaan (issued under the 
Housing Loan Fund Act 1971) generated 
overwhelming response as it garnered 
a 2.4 times bid-to-cover ratio, while 
the Shariah compliant fi ve-and-a-half-
year GII generated a bid-to-cover ratio 
of 3.02 times. This strong bid-to-cover 
ratio according to RAM is consistent 
with the increased foreign ownership of 
government debt securities.

On the fl ip side, RAM notes that weak 
sentiments surrounding the Malaysian 
market have impacted domestic 
private debt securities (PDS) activities 
unfavorably. The Islamic fi nance giant in 
February saw less than impressive PDS 

issuance performance as it registered a 
28.2% month-on-month decline to RM2.8 
billion (US$756.3 million) from RM3.9 
billion (US$1.05 billion) in January. This 
fi gure according to the rating agency is 
“considerably lower than what could 
be expected two months into the year”. 
Similarly, year-on-year performance took 
a 56.4% tumble, although this drastic 
drop is att ributable to the high-base eff ect 
of the corresponding period in 2014.

Volatile oil prices, declining ringgit and 
serious concerns regarding controversial 
sovereign wealth fund 1Malaysia 
Development are among reasons for 
unenthusiastic market sentiments. With 
issues from only two sectors (fi nance, 
insurance, real estate and business 
services; and agriculture, forestry and 
fi shing), gross Islamic PDS issuance 
dropped from RM1.5 billion (US$405.16 
million) in January to RM600 million 
(US$162.06 million) in February. 
Nonetheless, RAM expects the fi nance, 
insurance, real estate and business 
services sector to continue driving PDS 
issuance this year, buoyed by the 
ongoing capital expansion of fi nancial 
institutions.

Appetite for Malaysian government Sukuk strong ahead of 
Barclays’s index inclusion

Table 1: Comparison of conventional and Islamic corporate yields

Corporate yields as at end-February (%) – Conventional

3M 6M 1Y 2Y 3Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y

MGS 3.23 3.25 3.27 3.35 3.44 3.66 3.79 3.91 4.14 4.35 4.49 4.63

AAA 3.73 3.79 3.87 4.03 4.13 4.35 4.53 4.70 4.94 5.16 5.34 5.50

AA1 3.82 3.90 4.00 4.18 4.31 4.53 4.72 4.89 5.17 5.40 5.62 5.82

AA3 3.96 4.10 4.25 4.47 4.60 4.87 5.10 5.33 5.60 5.89 6.16 6.41

A1 4.59 4.83 5.04 5.32 5.54 5.93 6.25 6.79 7.49 8.18 8.87 9.55

Corporate yields as at end-February (%) – Islamic

3M 6M 1Y 2Y 3Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y

GII 3.23 3.25 3.27 3.46 3.65 3.75 3.91 4.10 4.32 4.60 4.74 4.88

AAA 3.67 3.73 3.81 3.97 4.07 4.29 4.47 4.64 4.88 5.10 5.28 5.44

AA1 3.76 3.84 3.94 4.12 4.25 4.47 4.66 4.83 5.11 5.34 5.56 5.76

AA3 3.90 4.04 4.19 4.41 4.54 4.81 5.04 5.27 5.54 5.83 6.10 6.35

A1 4.53 4.77 4.98 5.26 5.48 5.87 6.19 6.73 7.43 8.12 8.81 9.49

Diff erence in yields (Conventional – Islamic)

3M 6M 1Y 2Y 3Y 5Y 7Y 10Y 15Y 20Y 25Y 30Y

GII/
MGS 0.00 0.00 0.00 (0.12) (0.21) (0.10) (0.12) (0.19) (0.19) (0.25) (0.25) (0.25)
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With oil prices remaining capricious 
and concerns regarding controversial 
sovereign wealth fund 1Malaysia 
Development persisting, Fitch Ratings 
last week according to Bloomberg said 
that there is a possibility for the agency 
to downgrade Malaysia’s rating, which 
currently stands at ‘A-’. VINEETA TAN 
discusses the possible implications of 
this potential downward revision to the 
wider Islamic capital markets.

While a downgrade of the world’s 
largest Sukuk player could be a cause 
of concern for the wider Islamic capital 
markets, analysts are however saying 
that the eff ect would be minimal in the 
long run. “It is important to realize that 
though Malaysia represents about 70% 
of the global Sukuk market, the bulk 
of the Sukuk issuance in Malaysia is 
denominated in ringgit and is mainly 
taken up by Malaysian institutional 
investors that are familiar with domestic 

credit. So this will keep Malaysia’s 
lead position as a Sukuk hub intact,” 
explained Foo Su Yin, CEO of Malaysia-
based RAM Ratings, to IFN.
 
Foo added that while the domestic 
Sukuk and bond pricing may edge up 
as a knee-jerk reaction to a negative call 
by an international credit rating agency, 
ringgit domestic investors are unlikely 
to be signifi cantly impacted by this over 
the long run. “Malaysia’s position as [a] 
Sukuk hub has also proven its resilience 
during the global fi nancial crisis. During 
the [crisis], we even witnessed a stream 
of issuers from the GCC and other 
countries fl ocking in to tap on the strong 
pool of ringgit liquidity when other bond 
markets were tight,” said Foo.

Latest data from Bond Pricing Agency 
Malaysia shows that Islamic facilities are 
the most actively traded bonds in the 
Malaysian market. For the government 

bond segment, the GII (government 
investment issues) Murabahah due August 
2020 closed at 3.774 from last week’s 3.795, 
while Bank Pembangunan Malaysia’s 
Islamic medium-term notes due September 
2024 closed at 4.359 against 4.4 last week, 
becoming the most actively traded quasi-
sovereign paper of the week; whereas 
for the corporate segment, Putrajaya’s 
Sukuk due September 2023 topped the 
table, closing at 4.42 as compared to 4.441 
the previous week. Week-on-week, the 
Thomson Reuters BPA Malaysia Sukuk 
Index closed 0.29% higher at 142.46 on the 
20th March as compared to the previous 
week which closed at 142.05. 
 
Out of other ratings aff orded to Malaysia 
by international rating agencies, only 
Fitch’s rating is assigned a negative 
outlook. S&P’s ‘A-’ rating for the 
Southeast Asian country carries a stable 
outlook while Moody’s ‘A3’ rating 
assumes a positive outlook.

There is no doubt that the 
commendable performance and ethical 
underpinnings of Sukuk as an asset 
class have propelled it into the global 
limelight. However, despite the healthy 
growth of the market, the fact that the 
segment is largely dominated by the 
markets of Malaysia and Saudi Arabia 
has posed signifi cant investment 
obstacles to Middle Eastern (except 
Saudi Arabian) Takaful operators. 
VINEETA TAN reports.

While the phenomenal growth of the 
Sukuk market should, in theory, expand 
the Shariah compliant fi xed income 
investment opportunities of Islamic 
insurance players, this has not been the 
case, says AM Best in its latest report 
on Sukuk and Takaful in the Middle 
East. An analysis of the top fi ve Takaful 
operators in the region (except Saudi 
Arabia) by the rating agency indicates 
that Sukuk remains a small portion of 
Shariah insurers’ investment portfolios, 
which are disproportionally skewed 
towards cash and short-term deposits, 
equity and real estate assets.

“High levels of investment risk are 
not unique to Takaful companies in 
the Middle East,” explained Salman 

Siddique, a fi nancial analyst at AM 
Best. “The balance sheet compositions 
of Takaful operators are in line with 
their conventional counterparts, 
which also have signifi cant investment 
concentrations in equity and real estate.”

This heavy exposure to equity and 
real estate, Salman noted, is due to the 
underdeveloped fi xed income markets 
of the region and potentially more 
lucrative returns of shares and property 
investments. The relative complex 
structures of Islamic instruments 
which inadvertently impose higher 
costs to operators have also been 
determined as a contributing factor to the 
underutilization of Sukuk in the Takaful 
investment space; and higher operating 
costs essentially creates a barrier to 
entry for most Islamic insurers who lack 
the economies of scale to alleviate cost 
pressures.

With Sukuk being highly concentrated in 
Malaysia and Saudi Arabia and relatively 
underrepresented (in terms of number of 
issuances and issuers) in the investment 
universe of other GCC markets, Middle 
Eastern Takaful players who generally 
have the inclination to match their 
insurance liabilities with domestic assets 

therefore fi nd themselves without a 
diverse range of Sukuk options.

“Additionally, very few of the domestic 
issues are actually listed on exchanges,” 
noted AM Best. “A Takaful operator 
looking to maintain a diversifi ed and 
liquid investment portfolio would 
fi nd the current Sukuk opportunities 
unatt ractive. Furthermore, the lack 
of an active secondary market and 
observable prices makes it harder for 
Takaful operators looking to value 
their investments to adequately match 
liabilities.”

While one could view optimistically 
Dubai’s Islamic fi nance ambitions to 
ameliorate the situation over the medium 
term, AM Best opines that there is still 
much to be done in terms of regulation, 
standardization and critical mass for real 
change to be eff ected. Combine that with 
the convenience provided by the relative 
simplicity of equity and long-term 
deposits, the agency projects Sukuk 
investments are likely to remain a minor 
element of Islamic insurers’ balance 
sheets in the medium term.

Malaysia (potentially) downgraded — Sukuk market affected?

Current Sukuk opportunities are unattractive to Islamic 
insurers, says AM Best
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Course Highlights:
• Understanding the product and associated risk prior to audit

• Studying the execution of Sharia’a compliance across retail, corporate, treasury and investment 
banking products

• Understanding standards and codes of various international infrastructure institutions

• Exploring challenges, trends and the way forward for alternative models and infrastructure in 
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With a strong propensity for Shariah 
fi nance and with over 28 million 
of its population considered poor 
(according to the Indonesia Bureau 
of Statistics), Indonesia is an Islamic 
microfi nance success story waiting to 
unfold. VINEETA TAN however notes, 
that market conditions may not be 
conducive for its growth.

In some ways, Indonesia could be viewed 
as an exemplary Islamic microfi nance 
player. According to the Center for 
Financial Inclusion, Indonesia along 
with Bangladesh and Sudan make up 
the top Shariah microfi nance market, 
collectively accounting for approximately 
82% of international outreach. However, 
that 2013 fi gure refl ects an unimpressive 
global client base of 1.28 million; the gap 
is more acute especially in relation to 
the 2.7 billion people living in poverty 
worldwide, out of which an estimated 
650 million belong to the Muslim faith.

With over 60,000 microfi nance 
institutions operating in Indonesia 
(according to the Consultative Group 
to Assist the Poor), the micro-lending 
industry is a thriving one, but the 
same cannot be said about its Shariah 
compliant counterpart as awareness, or 

lack thereof, remains a persisting issue. 
According to a 2012 World Bank survey, 
Islamic banking awareness among the 
nation’s MSMEs is relatively dismal 
despite the steady double-digit Islamic 
banking growth.

Jamil Abbas, a project manager at 
Perhimpunan BMT Indonesia (PBMT), 
one of the Republic’s largest Shariah 
microfi nance group serving over 2.3 
million people via its network of 500+ 
members, agrees. He, however, remains 
optimistic, telling IFN that awareness of 
Shariah banking is spreading and that 
this has had a positive domino eff ect on 

Islamic microfi nance. “As knowledge of 
Islamic banking increases and awareness 
that Riba is in fact unIslamic, Islamic 
microfi nance is gaining increasing 
importance among the public,” explained 
Jamil.

Apart from the lack of awareness, 
another factor dampening the growth 
of Islamic microfi nance in the country 
is cost. “A major challenge facing the 
industry is the prevailing perception 
that microfi nance is expensive. There are 
also accusations that microfi nanciers are 
another form of loan sharks,” said Jamil.

According to Jamil, loan sharks (or 
predatory lenders) on average charge 
40% in interest whereas the average rate 
imposed by microfi nanciers stands at 
24%. While the latt er fi gure is still 
relatively exorbitant it must be 
understood that the rate is not arbitrary 
but instead is a result of high costs 
involved. “The high rate charged is 
mainly driven by high operating costs 
and high cost of fund,” expounded Jamil. 
“Just like a bank, if we can get lower cost 
of fund, we would then be able to 
provide cheaper fi nancing.” 

High cost holding back Islamic micro inance industry in 
Indonesia
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Legal and regulatory
Islamic banking was established in 
Tunisia in 1983, operating under 
the country’s civil law framework. 
The Republic has yet to approve 
a comprehensive Islamic fi nance 
regulatory framework (drafted in 
November 2012), but in January 2014 
the Ministry of Finance included specifi c 
tax instruments for Sukuk and Shariah 
funds in the fi nancial law of 2014. The 
government also approved a Sukuk law 
in October 2014, allowing the country 
to raise funds via the Islamic capital 
markets.

Despite the absence of a specifi c 
framework for Islamic insurance in 
Tunisia, Takaful products have been 
available in the country since 1985 via 
re-Takaful operator BEST RE. In July 
2014, the National Constituent Assembly 
of Tunisia adopted a draft law regarding 
insurance which paved the way for 
a legislative framework for Takaful 
provision.

Banking and inance
There are two fully-fl edged Islamic banks 
in Tunisia: Zitouna Bank (established 
2009) and Al Baraka Bank Tunisia 
(established 1983 under the ambit of 
BEST Bank). The UAE’s Noor Bank 
is also present in the Republic via a 
representative offi  ce. 

Following the country’s revolution 
in 2012, Zitouna was taken under 
the supervision and control of the 
government. In 2013, the bank 
announced a plan to reach 100 branches 
across the country by 2018 and in 
April 2014 signed an agreement with 
Islamic banks in Guinea, Mauritania, 
Niger, Senegal and Sudan to facilitate 
the exchange of experts and capacity 
building in microfi nancing as well as in 
the areas of Islamic banking and fi nancial 
products development.

In 2014, Al Baraka Bank Tunisia launched 
six new fi nancing and deposit products 
and plans to introduce new products in 
2015 including student fi nancing and 
study accounts. Also in 2014, the bank 

opened fi ve new branches including 
three exchange bureaux; the network 
now totals 13 offi  ces and under its fi ve-
year rolling expansion program the bank 
has plans to build a network of 41 by 
2019. Similarly, its current ATM network 
will be expanded in 2015 to 70 machines, 
dealing with local currency transactions, 
with 58 dealing in foreign exchange.

In its fi rst year as an onshore bank 
(following its conversion from an 
off shore bank in 2013), Al Baraka 
Tunisia’s fi nancings and investment 
portfolios expanded by 7% to US$599 
million as its Murabahah sales 
receivables rose by 24% to US$287 
million. Operating expenses went up 35% 
in 2014 to US$16 million and net income 
reached US$5.5 million, a slight drop 
from 2013’s US$16 million. Total assets 
as at the end of 2014 stood at US$643 
million. 

In 2013 the central bank stated that a 
number of the country’s conventional 
banks had expressed an interest in 
establishing Islamic fi nance business and 
that Islamic windows would be allowed 
to operate under central bank guidelines, 
although these have yet to be issued. 
Nonetheless, in March 2015, leasing fi rm 
El Wifack signed an advisory services 
contract and term sheet with the Islamic 
Corporation for the Development of 

the Private Sector (ICD) to facilitate its 
conversion into a fully-fl edged Islamic 
bank. 

In May 2014, the ICD also signed an 
MoU with the European Bank for 
Reconstruction and Development 
through which the two entities will 
support SMEs across North Africa 
including Tunisia. The ICD’s Ijarah 
Leasing Company also said it intends to 
operate in Tunisia, pending regulatory 
approval. In April 2014, Ezzedine 
Khoudja, CEO of Zitouna Bank, revealed 
that the bank may launch an Islamic 
microfi nance company, which will also 
be jointly owned by the bank (35%), 
Zitouna Takaful (15%) and the rest by the 
IDB, International Finance Corporation 
and Tunisian Post. 

Sukuk
Announced in 2012, Tunisia has 
postponed its maiden Sukuk off ering 
at least three times. In early 2015, the 
central bank governor reportedly said 
that the Republic plans to issue Sukuk in 
the third quarter of 2015. The off ering is 
expected to be for US$500 million. Earlier 
in 2013, the IDB agreed to guarantee 
Tunisia’s sovereign Sukuk up to US$600 
million.

Takaful 
There are at least fi ve Takaful providers 
in Tunisia: BEST Re (Takaful and re-
Takaful provider), Zitouna Takaful 
(established 2011), El Amana Takaful 
(2013), At-Takafulia (2013) and Nigeria’s 
Continental Reinsurance, which opened 
an offi  ce in Tunis in 2014 and with that, 
launched Shariah compliant products.

Islamic funds
In December 2014, Amen Bank, a 
private sector fi nancial institution, 
introduced two Shariah compliant 
mutual funds, which are managed by 
Tunis-based United Gulf Financial 
Services – North Africa. Earlier that 
year, the ICD joined hands with 
sovereign wealth fund Caisse de Depot 
de Tunisie to set up a US$30 million 
fund to support local businesses. 

IFN COUNTRY ANALYSIS
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Tunisia: Slow and steady
Aff ected by the slowdown in Eurozone economies, Tunisia in 2014 realized weaker growth (GDP growth declined 
to 2.2% from 2.8% in 2013) with the Tunisian dinar dropping against international currencies. However, the 
Republic is steady in furthering its Islamic fi nance industry. VINEETA TAN reviews the North African Republic’s 
Shariah compliant fi nance and banking sector. 
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De inition
Sukuk represent undivided shares in the 
ownership of tangible assets relating to 
particular projects or a special investment 
activity. The sale of Sukuk denotes the 
sale of a proportionate share in the said 
assets. A Sukukholder therefore has a 
common share in the ownership of the 
assets linked to the investment (but does 
not represent a debt owed to the issuer of 
the bond) and is entitled to a share in the 
revenues generated by the Sukuk assets. 

Signi icant deals
Sukuk are Islamic fi nancial instruments 
that are commonly used to raise funds 
for long-term projects. The fi rst Sukuk 
facility was issued by Malaysia in 2000, 
followed by Bahrain in 2001. Since then 
Sukuk have been used by corporates and 
sovereigns as an alternative fi nancing 
method. Malaysia later continued its 
streak and issued the fi rst sovereign 
global Sukuk in 2002 worth US$600 
million. The largest global Sukuk 
program was also from Malaysia by 
Projek Lebuhraya Usahasama (PLUS) 
in 2012, a paper that was worth US$9.7 
billion. 

Although the global fi nancial crisis was 
said to have aff ected Sukuk issuance, this 
particular Islamic debt capital instrument 
has been gaining popularity charting 
an upward trajectory in the volume 
of issuances. In terms of currency, 
apart from US dollar-denominated 
international issuances and local 
currency denominations in common 
Islamic markets, Sukuk have also 

been issued in euros (the Luxembourg 
government), the British pound (the UK 
government), and the Japanese yen (Bank 
of Tokyo Mitsubishi UFJ). South Africa 
has announced that it is looking to issue 
local currency Sukuk in the near future.

Sovereign Sukuk
The sovereign Sukuk market has 
grown strongly over the last three years 
(according to Moody’s), with annual 
issuance rising sharply from less than 
US$15 billion in 2010 to more than US$20 
billion in 2014. One of the defi ning 
moments for Islamic fi nance was in 
2014 when four non-Muslim sovereigns 
decided to tap the global Islamic debt 
capital markets. The fi rst issuance was 
made by the UK government (GBP200 
million (US$306.5 million)) in June 2014. 
This was followed by Hong Kong (US$1 
billion), South Africa (US$500 million) 
and Luxembourg (EUR200 million 
(US$217.21 million)) in September. 
Other non-Muslim sovereigns that 
have revealed intentions to issue Sukuk 
include Ivory Coast and Ningxia 
Autonomous Region, China. 

Corporate Sukuk
Various innovative deals have transpired 
in the corporate Sukuk scene. Common 
structures used by issuers are: Wakalah, 
Ijarah and Murabahah. Throughout 
the years innovation has brought about 
instruments such as: (1) hybrid Sukuk – 
applying two or three Islamic contracts 
into one structure; (2) perpetual Sukuk 
– certifi cates that do not have a maturity 

date; (3) exchangeable Sukuk – securities 
that are exchangeable into shares. Among 
the emerging trends that can be seen in 
the corporate Sukuk space include, Basel 
III-compliant Sukuk, aircraft-fi nancing 
Sukuk, SRI/social impact Sukuk, green 
Sukuk and non-conventional currency 
denominated issuances.

Sukuk heavyweights still remain the 
Malaysian, UAE and Saudi Arabian 
markets. However, new markets such 
as the UK, Hong Kong, Luxembourg, 
Philippines, Thailand, Japan and several 
countries in the African continent are 
expected to open up in the near future. 

Outlook
The last three years have seen the global 
Sukuk market double, with a 
compounded annual growth rate of 33% 
for the previous 10 years. The stock of 
Sukuk outstanding almost quadrupled 
during that period as annual issuance 
rose sharply from less than US$32 billion 
in 2010 to a record US$118 billion at 
year-end 2014. The year 2012 was said to 
be the best year for Sukuk with total 
issuance recorded at US$243 billion (or 
US$215 billion excluding Sukuk with 
maturities of less than one year that 
comprise mainly of monetary policy tools 
issued by central banks). Total global 
Sukuk issuance volume came in at 
US$119.7 billion (according to Rasameel) 
in 2013 and US$114 billion (according to 
Moody’s) in 2014. In 2015 total Sukuk 
issuance is expected to reach US$100-115 
billion.

IFN SECTOR ANALYSIS
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Sukuk: The icon
The debt capital market is the fl agship of the Islamic fi nance industry, and Sukuk have been the star of the show. 
Commonly referred to as the Islamic version of bonds in the conventional market, Sukuk are securities structured in 
compliance with Shariah law which prohibits the charging of interest and are generally done by involving a tangible 
asset in the investment. NABILAH ANNUAR provides an overview of the global Sukuk market.

The REDmoney Global Shariah Index Series powered by IdealRatings consists of a rich subset of global listed 
equities that adhere to clearly defi ned and transparent Shariah guidelines defi ned by Shariyah Review Bureau.

The REDmoney Shariah Indexes provides Islamic investors with an accurate and Shariah-specifi c equity 
performance benchmark with optimized compliance credibility due to the intensive research conducted to 
ensure that index constituents do not confl ict with the defi ned Shariah requirements.

REDmoney Ideal Ratings Indexes
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Sharjah Islamic Bank (SIB) on the 17th 
March 2015 successfully tapped the 
Sukuk market with a US$500 million 
issuance. With an orderbook that was 
7.2 times oversubscribed, SIB had the 
best reception in the market (compared 
to other issuances in March 2015) and 
tightened the most from the initial price 
talk (IPT). Speaking to SIB’s, senior 
vice-president and head of investment 
banking , Anver Jalaldeen, and the 
assistant vice-president of investment 
banking, Ali Wahab, NABILAH 
ANNUAR provides a detailed 
examination of the Sukuk transaction.

Adopting a Wakalah structure the bank 
utilized a pool of Ijarah, Sukuk and 
Murabahah assets for the purpose of 
issuance. “The requirement is to have 
51% tangibility in the Sukuk assets and 
the tangibility is more than the required 
amount,” clarifi ed Anver. SIB’s paper 
carries a tenor of fi ve years and was 
issued to address the bank’s assets and 
liabilities mismatches which need to be 
plugged, as well as to grow the bank’s 
balance sheet.

The transaction was the fi rst senior 
unsecured Sukuk issued by a fi nancial 
institution since October 2013. Meanwhile, 
the UAE market had only seen Al Hilal 
Bank and Dubai Islamic Bank raise Tier 1 
Sukuk. “In essence, the deal was able to 
tap investor demand. Additionally, it met 
the bank’s pricing targets despite volatility 
in benchmark mid-swap rates. We were 
able to tighten 15bps from the IPT and 
price within our expectations,” explained 
Ali. Compared with the issuances of 
First Gulf Bank, National Bank of Abu 
Dhabi and RAKBANK which have issued 
conventional bonds this month (see Table 1), 
SIB had the best reception in the market 
and tightened the most from the IPT.

According to Anver and Ali, time was the 
biggest challenge faced in fi nalizing the 
deal as they were given an aggressive 15-
day window to announce the transaction. 
“We worked closely with the joint lead 
managers (adding additional managers 
as we went along) and the legal counsels 
to ensure our timing requirements were 
met. We planned the transaction and 
were able to achieve our objectives,” 
relayed Ali. 

The bank’s orderbook stood at US$3.6 
billion, 7.2 times oversubscribed, with 
120 orders. SIB’s investor base for 
this issuance was said to be similar to 
their previous issuances. “The same 
investors considered our bank as an 
investment and placed orders to meet 
their geographical diversifi cation and 
risk management parameters,” said 
Anver. The fi nal investor allocation 
is as follows: Middle East (63%), Asia 
(23%) and Europe (14%); in terms of 
investor type: banks/private banks (59%), 
fund managers/hedge funds (33%), 
supranationals and central banks (6%), 
and others (2%).

“We expect a number of issuances to 
come to the market in the next two-three 
months. The ability of SIB to price the 
transaction according to expectations as 
well as the capability to build a good 
orderbook refl ects the growing need of 
issuances in the market, which remains 
highly liquid,” opined Anver. The bank’s 
US$500 million Sukuk is the second 
issuance and part of a program that was 
established in 2013 and which size was 
expanded from US$1.5 billion to US$3 
billion. The transaction is believed to 
provide SIB an impetus to grow further 
while remaining in the sphere of its risk 
management and diversifi cation 
parameters.

Sharjah Islamic Bank’s Sukuk: The irst senior 
unsecured paper since October 2013

Sharjah Islamic Bank — Maturity: 
March 2020

US$500 million

17th March 2015

Issuer SIB Sukuk Company 
III

Obligor Sharjah Islamic Bank
Tenor Five years
Coupon rate/return 2.84%
Currency US dollar
Maturity date 17th March 2020
Lead managers and 
bookrunners

HSBC, Standard 
Chartered, Al Hilal 
Bank, Dubai Islamic 
Bank, Emirates NBD 
Capital, Kuwait 
Finance House, Abu 
Dhabi Islamic Bank, 
Noor Bank

Principal advisors HSBC, Standard 
Chartered

Governing law UAE law; English law
Legal advisors Cliff ord Chance for 

obligor and Dentons 
for  joint lead 
managers

Listing Irish Stock Exchange 
with secondary 
planned for NASDAQ 
Dubai (tradable)

Underlying assets A pool of Shariah 
compliant assets equal 
to value of issuance size

Rating ‘A3’/’BBB+’/’BBB+’, 
all stable outlook by 
Moody’s, S&P and 
Fitch. Issuance rated 
by Moody’s alone.

Face value/
minimum 
investment

US$100/US$200,000

Table 1: Comparison of issuances

SIB NBAD FGB RAKBANK

Issuance size US$500 million US$750 million US$750 million US$300 million (tap)

Orderbook size US$3,600 million US$1,800 million US$1,700 million US$500 million

Final coupon 2.843% 2.250% 2.625% 3.250%

Spread over MS at pricing 110bps 85bps 100bps Tap - priced at approx. Z+142 (PX 100.875)

IPTs MS+125a MS+90a MS+100-105 Bonds were trading at Z+131bps (PX 101.5) at 
announcement

Tightening from IPTs 15bps 5bps 5bps -

Source: Sharjah Islamic Bank
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Pronouncement:
The main objective of a Musharakah contract is to share the profi t by both parties which is realized by deploying the 
Musharakah capital. This principle also requires that if there is any loss, it should be borne by the partners proportionately 
as per each partner’s contribution in the Musharakah capital. This is also required by the rule of justice which governs the 
partnership contracts in Shariah.

In light of the above, it is not permissible for the Islamic bank and the customer, being partners in the proposed Musharakah, 
to agree that in case of loss only one partner shall bear it. As such, it is not permissible that the customer provides a 
guarantee against the loss of capital in favor of the Islamic bank.

However, it is allowed that a third party provides a guarantee against capital loss in favor of any partner, provided that such 
a guarantee should be voluntarily given and is without any monetary or non-fi nancial consideration, besides being totally 
independent from the Musharakah arrangements.

In the aforementioned scenario where the third party providing the guarantee is 51% owned by the customer (partner), 
the guarantee cannot be acceptable from a Shariah perspective. This is because there should be no majority ownership 
relation between the guarantor and the party providing the guarantee. The contemporary Shariah scholars have defi ned an 
ownership threshold of maximum 50% for the guarantor to be acceptable.

The above ruling is applied on a guarantee which is against capital loss; however, it is permissible to obtain a guarantee 
from a partner or from an entity fully or partially owned by the partner only if the guarantee is meant for the loss that 
occurred due to misconduct, negligence or breach of the terms of the Musharakah agreement by that partner. The reason for 
permissibility of such a guarantee is that, each partner in the Musharakah is held responsible for the loss that occurred due to 
misconduct, negligence or breach of the terms of the Musharakah agreement by it, even if it exceeds its capital contribution 
to the Musharakah.

Dr Hussain Hamed Hassan 
Chairman of the DIB Shariah Board, 
Managing director, Dar Al Sharia Legal & Financial Consultancy, Dubai, UAE

Query:  
The following query has been raised in order to get Shariah guidance.

An Islamic bank’s management has approved a fi nancing facility to its customer (a trading company) subject to the company 
providing acceptable security. The purpose of the facility is to meet with the working capital requirements of the company.

As per the facility terms, the bank and customer are required to enter into a diminishing Musharakah (partnership) 
agreement, whereby the contribution of the company will be its net assets value (net-worth) and the bank will provide 
cash towards its share of the Musharakah capital. The realized profi t will be distributed between partners as per an agreed 
ratio and the bank’s contribution to the Musharakah capital will be gradually redeemed by the customer during the facility 
tenure.

In order to fulfi ll the bank’s security requirement, the company has off ered to provide a corporate guarantee by an entity 
which is 51% owned by it. Shariah guidance is required to fi nd out if such a guarantee is acceptable.

This Fatwa is brought to you exclusively by IFN in collaboration with Dar Al Sharia Legal & Financial Consultancy-Dubai. The Fatwa 
appearing in this space was obtained by Dar Al Sharia for issues faced by their clients and the documents stated in the Fatwa were 
developed at Dar Al Sharia. This Fatwa was compiled by Dr Muhiuddin Ghazi.

www.daralsharia.com 
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AFGHANISTAN

By Dr Alam Khan Hamdard

The Central Bank of Afghanistan is 
forming a Shariah council which will 
provide Shariah advisory services to the 
central bank to bett er govern Islamic 
banking in Afghanistan.

Bakhtar Bank of Afghanistan is planning 
to convert into a fully-fl edged Islamic 
bank with Afghanistan Islamic Finance 
and Consulting Co (AIFC)/Almaali 
assisting and helping with the conversion 
process.

Afghan United Bank, which has new 
shareholders, is also planning conversion 

from being a conventional bank to a 
fully-fl edged Islamic bank.

The Central Bank of Afghanistan (Da 
Afghanistan Bank) and the Afghan 
Ministry of Finance are going to launch 
an Islamic capital market in Afghanistan 
for the fi rst time in the country’s history. 
They have requested AIFC/Almaali to 
provide a concept and proposals for the 
Islamic capital market’s establishment.

Dr Alam Khan Hamdard is the president/
director of Afghanistan Islamic Finance 
and Consulting Co. He can be contacted at 
alamhm@gmail.com.

Afghanistan: Islamic inance steadily 
gaining inroads

INDONESIA

By Farouk Abdullah Alwyni

The sales of the government of 
Indonesia (GOI)’s retail Sukuk 2015 
have received a very good response 
from the market. The sales were 
previously targeted to reach IDR20 
trillion (US$1.6 billion) but in fact had 
to be increased to IDR21.96 trillion 
(US$1.76 billion) to accommodate the 
high demand. This is the third project-
based retail Sukuk, or known in its 
Indonesian abbreviation as SR-007, 
issued by the GOI.

The result of the sales of the Sukuk was 
announced on the 9th March 2015. The 
sett lement was done on the 11th March 
2015 and subsequently listed on the 
Indonesia Stock Exchange on the 12th 
March 2015. 

The tenor of the Sukuk is for three years 
and it will be due on the 11th March 
2018. The Sukuk has an 8.25% margin 
per annum and the coupon payment 
will be paid monthly to Sukukholders. 
The nominal price per unit of the Sukuk 
is IDR1 million (US$76.8) with the 
minimum and maximum purchase of 
the Sukuk at IDR5 million (US$384) and 
IDR5 billion (US$384,001) respectively. 

The structure of the Sukuk is Ijarah, 
and the underlying assets are projects 
that have been included in the 2015 
State Budget (APBN) especially for 
infrastructure development. It is reported 
that the Ministry of Transportation is 
among the ministries that can utilize the 
funds mobilized from this Sukuk for the 
development of seaports, stations, roads, 
and bridges.

Based on the report issued by the 
Ministry of Finance, on the basis of 
geographical distribution, the western 
part of Indonesia excluding Jakarta was 
the main investor of the Sukuk 
accounting for 50.75%, followed by 
Jakarta 38.9%, the central part of 
Indonesia 9.95%, and the eastern part 
0.4%. Whereas on the basis of profession, 
businesspersons constitute the main 
investor base accounting for 40.51% of 
the total purchasing volume. Investors 
aged between 41-55 years old turned out 
to be the largest segment of investors 
accounting for 39.04% of total volume of 
purchases. 

Farouk Abdullah Alwyni is the chairman of 
the Center for Islamic Studies in Finance, 
Economics, and Development (CISFED) and 
a senior lecturer in the graduate program 
of the PERBANAS (National Banking 
Association) Institute. He can be contacted at 
faalwyni@alwynicapital.co.id.

Indonesian retail Sukuk 2015: Exceeding 
the target



19© 25th March 2015

IFN SECTOR
CORRESPONDENTS

DEBT CAPITAL MARKETS

By Muhammad Shoaib Ibrahim

Overall, the fund size of Shariah 
compliant Al Meezan Investment (Al 
Meezan) has reached around PKR60 
billion (US$582.81 million). Addressing 
the ‘Awareness on Islamic Investment 
and Capital Market’ event jointly 
arranged by Karachi Stock Exchange 
and Al Meezan, Mohammad Shoaib, 
CEO of Al Meezan, said that currently 
Al Meezan is the largest private sector 
asset management company in the 
country and is successfully managing 
Pakistan's largest equity and pension 
funds, the Meezan Islamic Fund and 
the Meezan Tahaff uz Pension Fund, 
respectively. 

Al Meezan has been in operation since 
1995, and is one of the pioneers in private 
sector mutual funds with a sound and 
solid track record within the mutual 
fund industry of Pakistan. Al Meezan is 
the only fully-fl edged Shariah compliant 
asset management company in Pakistan, 
managing 11 mutual funds and it has 
over the years benefi ted immensely from 
the domestic investment management 
expertise of Pak Kuwait Investment 
Company (PKIC) and National 
Investment (Trust) and the international 
expertise of Jardine Fleming (JF). JF made 
a substantial contribution towards the 
development of systems and procedures 
for Al Meezan during its association with 
the company previously. 

With an ‘AM2+’ credit rating denoting 
high management quality, the 
company clearly stays well ahead of 
all its competitors in the Islamic asset 
management market in Pakistan. The 
company is engaged in the business 
of asset management and investment 
advisory. As an investment advisor they 
are authorized to manage discretionary 
and non-discretionary portfolios for 
their clients. Al Meezan is also licensed 
as a pension fund manager under the 
Voluntary Pension System Rules. 

Pakistan’s mutual fund industry is 
showing strong growth and successfully 
managing public assets of more than 
PKR500 billion (US$4.86 billion) with a 
variety of investment vehicles including 
equity funds, income funds, money 
market funds, government securities 
funds, etc. This industry has great 
potential for further growth within the 
capital and debt markets of Pakistan. 

Al Meezan is supported and sponsored 
by leading fi nancial institutions of 
Pakistan, for example, Meezan Bank and 
PKIC. Meezan Bank is the largest and 
premier Islamic commercial bank in 
Pakistan and has successfully developed 
and marketed a number of Islamic 
banking products. Meezan Fund off ers a 
complete range of portfolio of Shariah 
compliant products to meet varying 
investor requirements and has a 
nationwide presence through their 
overall branch network of six branches in 
fi ve major cities of the country. Being a 
group company, Al Meezan also has 
support to use the large branch network 
of Meezan Bank all over Pakistan to meet 
the varying investment needs of its 
investors which exceed 26,000 clients.

Muhammad Shoaib Ibrahim is CEO and 
the managing director of First Habib 
Modaraba. He can be contacted at shoaib@
habibmodaraba.com.

IFN Sector Correspondents
CROSS-BORDER FINANCING
Fara Mohammad, Director Of Islamic Finance, Foot Anstey

DEBT CAPITAL MARKETS: 
Muhammad Shoaib Ibrahim, managing director & CEO, 
First Habib Modaraba

DERIVATIVES
Suhaimi Zainul - Abidin, treasurer for Gulf-Asia Shariah 
Compliant Investment Association and advisor to 5Pillars

LAW (EUROPE):
Ayhan Baltaci, att orney at law, Bereket & Baltaci Law Firm

LAW (MIDDLE EAST)  
Bishr Shiblaq, head of Dubai offi  ce, Arendt & 
Medernach 

LEASING : 
Prof Shahinaz Rashad Abdellatif, executive director, 
Financial Services Institute, Egyptian Financial 
Supervisory Authority.

MERGERS & ACQUISITIONS  
Jamal Hijres, CEO, Cappinova Investment Bank 

MICROFINANCE (ASIA):
Dr Mahmood Ahmed, executive vice president and 
director training, Islami Bank Training and Research 
Academy

MICROFINANCE (AFRICA): 
Mansour Ndiaye, director of microfi nance, Assistance and 
Consulting for Development

PRIVATE BANKING & WEALTH MANAGEMENT: 
Thomas Woods, product development, wealth 
management, The Islamic Bank of Asia

PRIVATE EQUITY & VENTURE CAPITAL : 
Arshad Ahmed, partner, Elixir Capital

PROJECT & INFRASTRUCTURE FINANCE
Anthony Coleby, head of corporate commercial 
department, Said Al Shahry Law Offi  ce (SASLO)     

REAL ESTATE
Philip Churchill, founder partner, 90 North Real Estate 
Partners

REAL ESTATE (MIDDLE EAST): 
Yahya Abdulla, head of capital markets — Middle East, 
Cushman & Wakefi eld

REGULATORY ISSUES (ASIA)
Intan Syah Ichsan , chief operating offi  cer, Samuel Aset 
Manajemen

REGULATORY ISSUES (MIDDLE EAST): 
Mohammad Abdullah Malik Dewaya, head of Shariah 
compliance and audit, Maisarah Islamic Banking Services
RETAIL BANKING : 
Chowdhury Shahed Akbar, Offi  cer, Southeast Bank, 
Bangladesh.
RISK MANAGEMENT : 
Hylmun Izhar, economist, Islamic Research and Training 
Institute, Islamic Development Bank Country

SECURITIES & SECURITIZATION : 
Nidhi Bothra, executive vice president, Vinod Kothari 
Consultants

STOCK BROKING & TRADING : 
Athif Shukri, research analyst, Adl Capital

STRUCTURED FINANCE:
John Dewar, partner and head of Islamic fi nance, Milbank, 
Tweed, Hadley & McCloy

SUKUK   
Anthony Coleby, head of corporate commercial 
department, Said Al Shahry Law Offi  ce (SASLO)  

SYNDICATED FINANCE
Elina Khayrullina, investor relations manager, AK BARS 
Bank

TAKAFUL & RE-TAKAFUL : 
Dr Sutan Emir Hidayat, assistant professor and academic 
advisor for Islamic fi nance, University College of Bahrain

TAKAFUL & RE-TAKAFUL (AFRICA):
Uwaiz Jassat, acting head of Islamic banking, Absa Islamic 
Banking

TAKAFUL & RE-TAKAFUL (EUROPE): 
Ezzedine Ghlamallah, director, Solutions Insurance and 
Islamic Finance in France (SAAFI)

TRADE FINANCE
Anthony Coleby, head of corporate commercial 
department, Said Al Shahry Law Offi  ce (SASLO)

TREASURY PRODUCTS : 
Nafi th ALHersh Nazzal, certifi ed fi nancial & investment 
advisor

IFN Correspondents are experts in their respective fi elds 
and are selected by Islamic Finance news to contribute 
designated short sector reports. For more information 
about becoming an IFN Correspondent, please contact 
sasikala.thiagaraja@redmoneygroup.com

Pakistan’s 
mutual fund 

industry is showing 
strong growth and 
has great potential 
for further growth 
within the capital 
and debt markets of 
Pakistan 

An impressive growth of Al Meezan 
Mutual Fund
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SYNDICATED FINANCE

By Elina Khayrullina 

The Islamic syndications market is 
still searching for the growth point. 
According to Bloomberg’s public deals 
information, a few Islamic syndications 
were closed in February 2015. Issuances 
totaled 25% of the same period in 2014 
when the overall amount exceeded 
US$2 billion.

One of last month’s borrowers, Ooredoo, 
an international communications 
company delivering mobile, fi xed and 
broadband internet and corporate 
managed services, entered the market 
with a US$500 million deal. Ooredoo 
is the leader in Qatar by market 
capitalization and is also among the top 
three companies in the Middle East and 
Africa. 

According to the forecast of the Cisco 
Visual Networking Index, the rise in 
traffi  c within a wide range of directions is 
expected in the coming years, thus, there 
is a lot of potential for market growth in 
the segment. Raising the long-term loans 
refl ects the projected market prospects 
of the industry. To date, according to 
Bloomberg, the latest company’s loan 
matures in 2019.

Another company, Astra Sedaya Finance, 
a fi nancial services provider providing 
fi nancing for the purchase of new and 
used vehicles through major automobile 
distribution networks throughout 
Indonesia, att racted US$100 million. In 
2015, the company will have to repay the 
loan of a comparable amount of US$133 
million. 

Given the dynamics of previous periods, 
it is conceivable that the increase in 
market activity may be observed in the 
coming months under the conditions of 
maintained economic growth and 
relative stability in the global capital 
market.

Elina Khayrullina is the investor relations 
manager at AK BARS Bank. She can be 
contacted at elinakh@akbars.ru.

Islamic syndications remain sluggish

ISLAMIC TREASURY &
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GLOBAL SUKUK

By Promod Dass

Strong momentum but still a long road 
ahead for Sukuk

Putt ing things in perspective however, 
the global Sukuk market in absolute 
terms stands at US$312.3 billion (Source: 
Thomson Reuters: Sukuk Perceptions 
and Forecast 2015 Report) versus the 
US$90 trillion (Source: BIS Quarterly 
Review, December 2014) global bond 
market – i.e. approximately only 0.35% of 
the global bond market. 

Issues surrounding Shariah 
interpretation, standardization of 
documentation, tax treatment and the 
still developing legal and regulatory 
framework to support Sukuk in diff erent 
jurisdictions add to the hurdles that 
global issuers and investors have to 
contend with when deciding between 
Sukuk and conventional bonds. These 
factors tend to segment the global Sukuk 
market and limit the pace of cross-border 
Sukuk issuance. 

The formula to accelerate the global 
Sukuk market already has been 
demonstrated in the domestic Sukuk 
and bond market in Malaysia which 
represents about 70% of the world’s 
Sukuk market. The Sukuk market in 
Malaysia has also seen many well-known 
GCC-based issuers raising ringgit-
denominated Sukuk successfully since 
2008. This showcases how regulatory 
drive, a supportive legal and tax 
environment in one market can foster 
cross-border Sukuk growth.

Review of 2014

The year of the non-OIC sovereign 
Sukuk

Global Sukuk issuances (Source: Zawya) 
in 2014 eased to US$116.23 billion (2013: 
US$118.31 billion). Looking back over a 
three-year period to 2012, global Sukuk 
issuance has been trending lower with 
Sukuk issues in Malaysia in 2013 and 

Global Sukuk outlook 2015
Sukuk has gained tremendous traction globally over several years with Malaysia leading the way. The GCC has 
been gaining ground as well while Sukuk from non-OIC countries such as the UK, Luxembourg, South Africa and 
Hong Kong have added to the momentum. PROMOD DASS provides an overview of the global Sukuk landscape.

Chart 1: Total global Sukuk new issuance trends (US$ billion)
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Chart 2:  Three-year global Sukuk new issuance trend by region (US$ billion)
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2014 normalizing after the bumper 
year in 2012 mainly due to highway 
concessionaire Projek Lebuhraya 
Usahasama’s Sukuk. 

Compared to new Sukuk issuances 
from Malaysia and the GCC, which both 
declined in 2014, Sukuk from other regions 
experienced an uptick in 2014. This can 
be att ributed to the non-OIC sovereign 
Sukuk debutants. By type of Sukuk issuers, 
sovereign and quasi-sovereign issuers on 
a combined basis represented 78%. Within 
the sovereign issuer portion, Bank Negara 
Malaysia’s Notes-i (Islamic securities issued 
by Bank Negara Malaysia for purposes of 
managing liquidity in the Islamic fi nancial 
market) remained typically a large 
component at about US$40 billion (Source: 
BPAM (approximated value converted 
from ringgit)) in 2014. 

In terms of sectors (excluding government 
institutions), fi nancial services, power and  
utilities, and transportation constituted 
the bulk of global issuances in 2014. These 
sectors were also the main Sukuk issuers in 
Malaysia. The fi nancial services Sukuk in 
2014 was also boosted by Basel III Sukuk 
issuances both in Malaysia and within the 
GCC.

Preview of 2015

New global Sukuk issuances: US$100-
120 billion in 2015

2015 is expected to be a challenging year 
for Malaysia and the GCC given the 

recent steep decline in oil prices. Against 
this backdrop, the ringgit has depreciated 
against the US dollar, while markets are 
anticipating the US Federal Reserve to 
raise interest rates in the second quarter 
of 2015. These uncertain macroeconomic 
conditions would most likely see bond 
and Sukuk issuers and investors standing 
in the sidelines perhaps until the second 
half of 2015. It is likely that earlier plans 
by the GCC Sukuk issuers to issue in 
2015 could be held back until the full 
impact of the low oil prices and any 
impact of it on their creditworthiness can 
be digested by potential investors.

Despite this scenario, RAM Ratings 
projects new global Sukuk issuances to 

be fairly resilient within the US$100–120 
billion range. This view is anchored on 
Malaysia continuing to represent the 
bulk of Sukuk issuances. 

Conclusion

Focusing on long-term development 
more important 

Building a sizable and sustainable global 
Sukuk market that appeals to a wider 
audience of investors and issuers beyond 
those in the OIC nations is imperative. 
Examining what worked in Malaysia and 
adapting it rapidly elsewhere could be a 
fi rst step. More importantly, creating 
further demand for Sukuk by reallocating 
a signifi cant portion of the GCC’s and 
other OIC nations’ sovereign wealth 
funds into Sukuk emanating from Asia, 
Europe, the US and other non-OIC 
nations could prove to be a tipping point. 
Issuers from non-OIC nations that 
typically do not issue Sukuk would then 
be more compelled to explore the Sukuk 
route to gain funding diversity, once 
these sovereign wealth funds reallocate. 
However, the transaction requirements, 
funding and other related costs for a 
Sukuk must eventually become 
comparable to a conventional bond. This 
commercial equilibrium between Sukuk 
and conventional bonds, if achieved, will 
be the important bridge to give Sukuk 
the staying power to evolve it into a 
global mainstream fi nancial instrument.

Promod Dass is the deputy CEO at RAM 
Ratings. He can be contacted at promod@
ram.com.my. 

Chart 3:  Three-year global Sukuk new issuance trend by type of issuer (US$ billion)
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Chart 4:  Three-year global Sukuk new issuance trend excluding governmental institutions 
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UAE

By Rima Mrad 

Insurance Authority’s Prudential 
Regulations, 25 & 26 
At the end of 2013, Takaful transactions 
increased to AED2.3 billion (US$626.06 
million). According to the Insurance 
Authority (IA), the UAE’s insurance 
market, which is one of the largest in the 
Arab world, in terms of gross writt en 
premiums, grew by 12% in 2014. 

The IA has issued recent prudential 
regulations (the Regulations) which 
are expected to promote the growth of 
Takaful entities and instill both national 
and global confi dence in the UAE’s 
Takaful insurance market.

The Regulations provide a comprehensive 
regulatory regime for both traditional 
and Islamic insurance companies. These 
Regulations are the fi rst of their kind in 
the Arab world and insurers in the UAE 
will be among the fi rst to adopt new 
solvency standards inspired partially by 
the EU’s Solvency II standards that will be 
implemented as of the 1st January 2016. The 
Regulations outline technical, investment 
limits and record-keeping requirements 
for Takaful insurers. The technical 
aspect of the Regulations includes an 
obligation on insurers to maintain a 
standard calculation method based on 
international best practices. It further 
imposes solvency requirements with the 
purpose of improving insurers’ fi nancial 
and investment risks. 

Takaful insurers are now required 
to develop investment and risk 
management policies in compliance with 
the following maximum limits set by law:
 
• 30% limit on real estate investment
• 30% limit on equities, only one-third 

of this may be invested in a particular 
class of asset, and 

• 20% on mutual fund investment, 
only half of this may be invested in a 
particular asset class. 

The UAE-Luxembourg Council for 
Islamic Finance Cooperation
The UAE’s economic relation with 
Luxembourg is strengthening and the 
governments of both countries are 
working together on improving their 
interrelations in various sectors including 
the Islamic banking and fi nance sectors. 
On the 3rd March 2015, the UAE 
Ministry of Finance hosted its fi rst UAE-
Luxembourg Council for Islamic Finance 
Cooperation meeting in Dubai. At this 
meeting it was emphasized that both 
countries will cooperate to provide the 
necessary support required by companies 
in the UAE and Luxembourg, to assist 
with developing and expanding their 
businesses within the Islamic banking 
and fi nance sectors.

Under an MoU between Luxembourg 
and the UAE, both countries are 
encouraged to exchange best Islamic 
banking and fi nance practices. 

The Insurance Authority’s ‘Reality 
and Prospects for the Development 
of Islamic Insurance Regulations’ 
conference
The Islamic economy sector in the UAE 
achieved a phenomenal amount of 
growth last year and the forecast for 
further growth this year is at a high rate 
of 10-15% per annum. 

In light of this, the IA hosted the Islamic 
Insurance Conference at Regis Hotel in 
Abu Dhabi on the 8th and 9th March 2015. 

The conference focused on the 
signifi cance of Islamic fi nance in 
protecting the national economy and 
its community, promoting market 
confi dence in Takaful services in light of 
the recent Regulations and promoting 
opportunities for local, regional and 
international investments in the Islamic 
insurance industries. The conference led 
to the adoption of diff erent resolutions 
relating to the support of Takaful 
activities and promotion of Takaful 
products.

The Dubai Islamic Economy 
Development Center (DIEDC) creating 
an international/global center for 
governing Islamic companies and for 
accreditation of Halal products
The demand for Shariah compliant 
services and products is increasing, 
both regionally and internationally. 
Given Dubai’s ambition to become a 
global hub for Islamic economy, the 
DIEDC proposed the establishment of an 
international center for governing Islamic 
companies. It is envisaged that the 
center will be responsible for developing 
corporate governance principles that are 
Islamic compliant, including standards 
relating to disclosure and corporate 
transparency. The center will provide 
guidance for both fi nancial and non-
fi nancial activities to Islamic companies. 

The DIEDC also plans to launch a global 
center for the accreditation of Halal food 
and products. This center will conduct 
food testing for chemicals and artifi cial 
additives to ensure that all Halal food 
and products are compliant with Islamic 
law. The DIEDC’s ambition is for this 
global center to be recognized as the fi rst 
international reference within the Halal 
food and products industry. 

In addition to the above, a number of 
announcements have been made by 
diff erent fi nancial players on the launch 
of new Islamic products such as the 
recent launch by Abu Dhabi Islamic Bank 
of a new Shariah compliant investment 
product with low-risk access to emerging 
markets equities. These recent 
developments within the UAE’s Islamic 
fi nance sector and the increasing demand 
for Shariah compliant products/services, 
demonstrate the progressive growth of 
this sector and that the UAE is 
continuously progressing towards its 
ambition to become a global hub for the 
Islamic economy. 

Rima Mrad is a partner at Bin Shabib & 
Associates. She can be contacted at rima.
mrad@bsa.ae.

The UAE’s progression as a global hub for the 
Islamic economy
For the past three months, the UAE government and the emirate of Dubai have announced a number of legal and 
regulatory changes which are expected to have a direct impact on the development and growth of a sustainable 
Islamic economy based on international standards. RIMA MRAD provides an overview of recent developments in 
the UAE’s Islamic fi nance space.
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SUKUK

By Saud Al Nafi si

A typical approach towards acquiring 
funding is through bank fi nancing, 
which includes bilateral or multilateral 
transactions such as syndicated 
fi nancing. Various factors may infl uence 
the selection of fund or capital-raising 
and the options will have to be 
evaluated before deciding on the most 
suitable method. For instance, fund-
raising through syndicated fi nance 
is generally simpler than a Sukuk 
issuance or equity off ering exercise as it 
involves limited parties. 

However, fi nanciers providing loans 
will fi nd it more challenging to perform 
an accurate evaluation since the facility 
does not emphasize rating exercises 
such as Sukuk and equity. An issuer 
who is planning to raise funds through 
equity, Sukuk, or syndicated fi nancing 
should consider the repayment and 
asset or revenue stream that can be 
off ered. Equity-raising off ers a method 
to raise funds without having to repay, 
but dilutes the issuer’s ownership in 
the company and increases the amount 
of regulatory disclosure required. Of 
course, the decision all depends on the 
nature of the business, cash fl ows and 
risk appetites.

Lately, Sukuk issuances have become 
more att ractive as a source of funding 
for FIs due to many advantages. Firstly, 
Sukuk can link issuers with a wide 
pool of investors across segments 
and geographies, many of whom are 
seeking to diversify their holdings 
beyond traditional asset classes, whereas 
syndicated fi nancing is done primarily 
by commercial banks. Secondly, there is 
the secondary market which, although 
still very small compared to equity 
or conventional bonds, is a useful 
alternative tool for liquidity management 
and price optimization.

Another cost advantage is that a Sukuk 
issuer would encounter a one-off  Sukuk 
program setup cost. Furthermore, 
diff erent types of Sukuk issuances which 

provide fl exible structures, longer tenors 
and hybrid features att ract various types 
of investors and issuers. Unlike Sukuk, 
syndicated fi nancing typically off er short 
to medium terms (usually between three 
and seven years). Most Sukuk issuers are 
looking to lock in their funding needs 
at lower rates for the longest period 
possible. At the same time, investors are 
keen to lock their investments at high 
rates with reasonable creditworthiness 
while sett ing up profi t rate swaps to 
their advantage against expected market 
movement.

There are some disadvantages for 
raising capital via Sukuk issuance. It 
requires a longer process which includes 
structuring, issuance, bookbuilding, 
roadshow and regulatory approval. 
In addition, there is an emphasis on 
the monitoring of asset and revenue 
streams for maintenance of cash fl ow 
throughout the tenor of the issuance. 
On the other hand, the covenants of 
syndicated fi nancing typically depend on 
the credit standing of the client. Despite 
some Sukuk cost advantage mentioned 

previously, the cost of issuance is in fact 
higher, due to enhanced documentation, 
regulatory requirements, listing, 
registration and distribution activities. 
Syndicated fi nancing has lower cost, as 
standardized documentation is often 
used with minimal legal support. 

Due to the gradual implementation of 
Basel III, many FIs are turning towards 
issuing Basel III compliant Sukuk 
instruments in order to meet the enhanced 
capital adequacy and liquidity standards. 
Since the issuance of the world’s fi rst Basel 
III-compliant Sukuk in November 2012, 
Islamic banks in countries including the 
UAE, Saudi Arabia and Malaysia have 
issued such innovative Sukuk instruments. 
In 2015, we anticipate that FIs will continue 
to issue more Sukuk. Overall, Basel III 
Sukuk represent a milestone development 
in Shariah compliant fi nancial engineering 
which enables Islamic FIs to progress 
alongside their conventional counterparts. 
On a macro basis, Sukuk issuances will be 
supported by the on-going recovery in the 
global economy, with fi rmer global growth 
forecasted at 3.8% in 2015, an uptrend 
compared to 3.3% growth in 2013 and 2014 
estimates. The implementation of Basel III 
rules with their demands on banks to hold 
high quality liquid assets will drive Sukuk 
growth. FIs will also be looking to boost 
their Tier 1 and Tier 2 capital and we will 
see more Basel III-compliant Sukuk in the 
market.

As the market becomes more familiar 
with Sukuk and investors’ acceptance of 
Islamic instruments rise, more countries 
are entering the Sukuk industry than 
ever before. Sukuk are gaining ground in 
Muslim-minority countries, indicating an 
increasing preference for Sukuk as an 
alternative source of funding and debt 
management. FIs have been recently 
drawn to tap the Sukuk market to benefi t 
from the high demand from Shariah 
compliant investors and opportunistic 
buyers looking for good credits with 
att ractive yields. 

Saud Al Nafi si is the investment offi  cer of 
investment banking at KFH Investment. He 
can be contacted at saud@kfh ic.com.

Sukuk: An alternative method for raising capital
Many fi nancial institutions (FIs) and sovereign issuers view Sukuk as an essential tool to mobilize funds for 
establishing a new project or fi nance a business activity, to raise capital and to satisfy Basel III capital requirements. 
There are many options for FIs to raise capital. In this article, SAUD AL NAFISI looks at Sukuk as an alternative 
option for raising capital.
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TAKAFUL AND RE TAKAFUL

By Firas El Azem

In light of the success of the Islamic 
banking sector, the double-digit growth 
rates of Takaful contributions and the 
simple fact that the number of operators 
have increased considerably, reinsurers 
in 2005 started the idea of establishing 
specialized re-Takaful companies. Today 
there are about 20 re-Takaful companies 
working either as a stand-alone 
operation or as a branch or window of 
conventional companies. 

The main Takaful/Islamic cooperative 
markets are the KSA, Malaysia and 
the UAE. They represent around 80% 
of the overall Takaful market, which 
is estimated to close at US$14 billion 
in 2014. With the inclusion of the 
Iranian insurance market the overall 
contributions from Islamic markets could 
even reach US$22 billion. 

Several countries have introduced special 
regulatory frameworks for Takaful/Islamic 
cooperatives and the Islamic accounting 
standards are following these as well. 
Malaysia is very active in this regard as 
well as the KSA and Bahrain. In fact all 
companies working in the KSA need to 
operate according to a special cooperative 
insurance model. The largest Islamic 
country, Indonesia, has also worked on the 
introduction of a Takaful Act.

In fact, a lot has been achieved since 
the establishment of the fi rst Takaful 
company in 1979, but there are still many 
challenges ahead. 

Besides factors facing the whole 
insurance industry such as price oriented 
and high demanding clients, extremely 
high competition, a rapidly changing 
risk environment and a low appreciation 
of insurance as a product in the mind-
set of the general public, there are also 
challenges which are only related to the 
Takaful sector and inherited due to the 
way it functions. 

On the investment side, the variety 
of Shariah compliant investment 
opportunities is still limited. 
Takaful companies need investment 
opportunities matching their liabilities, 
especially in respect of investments 
related to the insurance funds. Although 
the Sukuk market has developed 
considerably in recent years there is still a 
shortage. Most of the Takaful companies, 
especially in the Middle East are still 
investing the majority of their assets in 
bank deposits, real estates and equities. 
The latt er may produce higher returns, 
but also puts the investment portfolio at a 
much higher risk and increased volatility. 

The fact that Takaful companies work as 
hybrid cooperative/mutual companies 
is the other Takaful specifi c challenge. 
Shareholders of Takaful operators 
are like conventional companies’ 
shareholders, they have invested money 
in the operation of the company and are 
expecting returns on their investments. 

On the other hand Takaful companies 
must – due to Shariah requirements – 
off er their insurance products according 
to cooperative/mutual principles. In 
other words the policyholders own the 
insurance fund (or policyholder fund 
(PHF)) and are eligible to its surplus. 
Depending on the Takaful contract they, 
however, may share part of this surplus 
with the shareholder as an incentive. A 
defi cit of the PHF is normally fi nanced by 
an interest-free loan (or even donation) 
provided by the shareholder. 

The original idea is that this interest-free 
loan will be returned to the shareholder 
via future surpluses of the PHF. This 
scenario is putt ing Takaful companies 
in a disadvantaged position against 
conventional companies. The latt er 
receives the full amount of the premiums, 
pays all claims, but also get the full 
amount of the underwriting surpluses. 
Takaful companies manage the insurance 
fund (including investments), fi nance the 
underwriting defi cits (i.e. in real term 

pays it) and only get a part of the PHF 
surplus (after deducting any outstanding 
loan). 

This means that a Takaful operator 
needs to always achieve bett er technical 
insurance and investment results 
than a conventional insurer in order 
to accomplish a similar return for his 
shareholders. The above is of course a 
very simplifi ed version of how Takaful 
insurance works and lacks some 
additional explanations; nevertheless, it 
shows one of the main challenges and 
refl ects daily reality. The mentioned 
disadvantage could, however, be used as 
a powerful marketing tool and could end 
up being a game changer. 

Subject to the same quality of the whole 
range of insurance services, a 
policyholder would be bett er off  if he 
insures with a Takaful company as he 
may gain back some of his contributions/
premiums, while still receiving the same 
services. If Takaful companies manage to 
market this fact wisely and increase the 
quality and range of their insurance 
services, they should be able to extend 
their insured base, benefi ting from a 
more balanced insurance portfolio and 
lower average administration cost. This 
would in the long term improve their 
market standing and provide them with 
a competitive edge.  

Firas El Azem is the SEO/general manager of 
Takaful Re. He can be contacted at ElAzem.f@
takaful-re.ae.

Takaful and re-Takaful: Mainstays of Islamic 
insurance
Thirty-fi ve years have passed since the establishment of the fi rst Takaful company in Sudan. Today, there are around 
190 operators active as Takaful or Islamic cooperative companies. This includes all companies registered in the 
Kingdom of Saudi Arabia (KSA), who are working according to a Saudi Arabian cooperative model. In this article, 
FIRAS EL AZEM looks at the Takaful landscape, particularly the area of re-Takaful.
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By Hussain Kureshi

How do we convert real hard assets into 
fi nancial products? Banks by defi nition 
do not trade in real hard assets, they 
trade in fi nancial products that are 
linked to real assets. Normal bank loans 
are linked to either one of the two: 
future income streams of a borrower, 
or future revenue generated from an 
asset that is fi nanced. Bank loans are 
therefore linked directly to a stream 
of income, which may be linked to an 
intangible asset like a borrower’s skill, 
or may be linked to a tangible asset 
like a factory machine, which produces 
goods and services. Bank loans are 
rarely disbursed merely on the value of 
the collateral provided by a borrower. 

The same holds for Islamic banking, 
which to date is still a credit sale-
based fi nancing system as is much of 
the global banking system. How can 
fi nancial products, or paper products 
be engineered such that the parties to 
the product benefi t in a manner that 
‘mirrors’ the behavior of a real good or 
product or asset? For instance, banks are 
not in the business of buying inventories 
of aluminium at a cost price and then 
selling it onward for a profi t to a third 
party. But banks are in the business of 
trading in aluminium futures contracts 
which allows them (the banks) to benefi t 
from movements in the real prices of the 
real asset. What if a product was devised 
between Bank A and Party B, where B 
agrees (for a consideration of US$0.1 
paid by the bank), to pay the bank US$2, 
if the price of copper goes up by 5% 
within a specifi c time frame, in a specifi c 
market, such as the London Mercantile 
Exchange? If this product looks rather 
vague, have a closer look at investing in 
commodities indexes. Needless to say, B 
charges a fee for this contract or promise. 
If the price of copper does go up by 
5%, B pays Bank A US$2; if the price of 
copper does not go up by 5%, B retains 
the US$0.1 fees. These products closely 
resemble the end result of options trades, 
and cash-sett led futures transactions. 
There is no desire, will, or intent to hold 
any asset, but just to benefi t from the 
movements in prices of an underlying 

asset, which in this case is aluminium. 

Banks may not be able to buy houses 
directly, but benefi t indirectly from the 
real estate market by the interest income 
earned from fi nancing the purchase of 
houses. The higher the prices of houses 
go, the higher the amount of loans banks 
will extend and therefore earn higher 
interest. Real estate brokers earn higher 
commissions, sellers earn higher profi ts, 
buyers get squeezed and banks earn 
higher interest income. However, banks 
participate in the real estate market not 
as purchasers of homes but fi nanciers of 
homes. The value of the loans extended 
are obviously linked to the values of the 
homes fi nanced, but banks do not make 
income from the diff erences between cost 
prices and selling prices of real estate 
assets; they enjoy a fi xed or fl oating 
income from interest payments made 
by borrowers. However, is it possible 
to structure fi nancial products in which 
banks are allowed to make investments 
that off er returns much like capital 
returns on buying and selling houses? 

Banks are always on the lookout for 
additional sources of income, and in 
an environment of decreasing interest 
rates, banks in the developed world 
have been hard-pressed to fi nd ways of 
benefi ting from an array of economic 
activity, to which traditionally they have 
not had direct involvement in. Can banks 
benefi t from the price appreciation of 
houses on Edgeware Road in London for 

instance? Only if banks take depositors’ 
money and buy houses with it. This is 
not permissible by regulators. Imagine 
a bank that extends a loan to a customer 
for US$1 million to buy a house in 
London at an interest rate of just 3% for 
20 years. Keeping the math very simple, 
the bank will earn only US$30,000 in 
interest income per year, hardly enough 
to pay the mortgage offi  cer’s salary. If 
this very same home sells for US$1.5 
million in two years, the owner of the 
home will make a profi t of US$500,000, 
probably pre-pay the loan and make 
a tidy profi t at the end of the day. The 
bank would not have benefi ted from 
the price appreciation of the asset, and 
suff ers from a pre-paid loan. Unless the 
new buyer also fi nances the purchase of 
the house from the same bank, the bank 
in fact stands to lose more than benefi t 
from the appreciation in price of the 
underlying house. The question arises, 
as to how banks can hedge against such 
risks, and if possible benefi t from such 
events. Can banks develop products that 
off er returns linked to the appreciation 
in the price of an underlying asset such 
as homes? The answer is yes. These 
products are called synthetic products 
that behave like real assets. 

We will study some of the products in 
this book and look at the incentive 
behind purchasing such fi nancial 
products and determine if they play any 
positive role in Islamic fi nance.

Financial engineering in Islamic inance the way 
forward: A case for Shariah compliant derivatives

Financial Engineering 
in Islamic Finance 
The Way Forward: A Case For 
Shariah Compliant Derivatives 

Authors: Hussain Kureshi, Mohsin Hayat 
and Septia Irani Mukhsia
Published by: Partridge Singapore 
ISBN: 978-1-4828-2843-6
Price: US$16.24
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New Indonesian Sukuk
INDONESIA: The Ministry of Finance 
on its website announced that it has 
auctioned its project-based Sukuk at 
an indicative target of IDR2 trillion 
(US$151.4 million) on the 24th March 
2015.

Prasarana’s Sukuk 
oversubscribed
MALAYSIA: Government-owned 
Prasarana Malaysia confi rmed in a 
statement that it had priced a RM2 billion 
(US$540.21 million) in nominal value 
Islamic medium-term notes comprising 
a fi ve-year tranche worth RM700 million 
(US$189.07 million) in nominal value, a 
RM200 million (US$54.02 million) 10-year 
tranche and a RM1.1 billion (US$297.12 
million) 15-year tranche on the 18th 
March. Guaranteed by the Malaysian 
government, the Sukuk Murabahah 
received a bid-to-cover ratio of over three 
times. CIMB Investment Bank, Kenanga 
Investment Bank and RHB Investment 
Bank acted as the transaction’s joint lead 
arrangers; and along with Affi  n Hwang 
Investment Bank and AmInvestment 
Bank acted as joint lead managers and 
joint bookrunners.

Bank Muscat’s Sukuk gets 
approval
OMAN: Bank Muscat in an 
announcement to the Muscat Securities 
Market confi rmed that it has received the 
approval for its Islamic banking window, 
Meethaq, to set up a Sukuk program of 
up to OMR500 million (US$1.29 billion). 
According to the announcement, all 
Sukuk tranches will be issued within fi ve 

years from the date of the approval by 
the extraordinary general meeting.

Ivory Coast mulls over Sukuk
IVORY COAST: In a bid to achieve 
double-digit economic growth this year 
and every year until 2020, the country 
is looking to raise a further US$1 billion 
this year after issuing a US$1 billion 
eurobond in February, reported news 
portal Naija247news. It is currently 
discussing a possible Sukuk, with further 
discussions to be held with the IDB. 

Jordanian Sukuk in the works
JORDAN: The government of Jordan 
and the Japan International Cooperation 
Agency (JICA) will begin work within a 
month on the Kingdom’s debut Sukuk, 
reported Reuters. This follows the 
October agreement signed between JICA 
and the IDB’s Islamic Corporation for 
the Development of the Private Sector to 
jointly provide technical assistance on 
Sukuk issuance.

Two Turkish issuances
TURKEY: Turkiye Finans and Zorlu 
Energy have received regulatory 
approval from the Capital Markets Board 
of Turkey for their respective Sukuk 
issuances, reported Reuters. Islamic 
fi nancier Turkiye Finans seeks to raise 
up to RM2.05 billion (US$553.7 million) 
through its wholly-owned unit TF Varlik 
Kiralama. Zorlu Energy on the other 
hand intends to raise TRY100 million 
(US$38.4 million) from its debut Sukuk 
issue.

Non-payment from Perwaja
MALAYSIA: Iron and steel manufacturer 
Perwaja Group will not be making 

payment for its Murabahah medium-
term notes of up to RM400 million 
(US$108.04 million) due the 25th 
March as the group is undergoing 
a restructuring exercise under the 
purview of the Corporate Debt 
Restructuring Committ ee, according to 
an announcement on the central bank’s 
website.

Omantel receives Sukuk 
approval
OMAN: Oman Telecommunications 
(Omantel) has announced that its 
shareholders have given their approval 
for a debut Sukuk, according to a bourse 
fi ling. Omantel’s Sukuk would be the 
second corporate deal in the sultanate, 
after Tilal Development Co’s issuance in 
2013.

Emirates Airline’s price 
estimations
UAE: Emirates Airline has set initial 
price thoughts for a US$913 million 
Sukuk issue that will be guaranteed by 
Britain’s export credit agency and may 
price as early as the 25th March 2015, 
reported Reuters. The initial guidance 
for the senior unsecured 10-year Sukuk 
issue is at around 100bps over midswaps. 
Funds will be used partly to pre-fund the 
acquisition of four new Airbus A380-
800 aircraft which are expected to be 
delivered in 2015.

RAK could price Sukuk early
UAE: The emirate of Ras Al Khaimah 
(RAK) has opened books for a potential 
US dollar-denominated 10-year Sukuk 
off ering and could price the Sukuk as 
early as the 24th March 2015, reported 
Reuters.

DEAL TRACKER Full Deal Tracker on page 33
EXPECTED DATE COMPANY’S NAME SIZE STRUCTURE ANNOUNCEMENT 

DATE
TBA Oman Telecommunications TBA Sukuk 23rd March 2015
TBA Zorlu Energy TRY100 million Sukuk 20th March 2015
TBA Turkiye Finans RM2.05 billion Sukuk 20th March 2015
TBA Government of Jordan JOD400-500 million Sukuk 20th March 2015
TBA Bank Muscat OMR500 million Sukuk 20th March 2015
24th March 2015 Government of Indonesia IDR2 trillion Sukuk 18th March 2015
Apr-15 Masraf Al Rayan TBA Sukuk 17th March 2015
TBA Emirates Airline TBA Sukuk 16th March 2015
As early as April 2015 Government of UAE TBA Green energy 

Sukuk
12th March 2015

Before June 2015 BNI Syariah IDR500-750 billion Sukuk 10th march 2015
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First Islamic bank in Germany
GERMANY: Kuveyt Turk will launch 
an Islamic bank in Germany on the 1st 
July 2015, according to a press release. 
Set to become the country’s fi rst Islamic 
bank, the Turkish fi nancier has received 
approval from the German fi nancial 
regulator, Bafi n (See IFN report pg 8).

ASIA
Teraju and Islamic bank 
partners provide funding
MALAYSIA: The government’s 
Bumiputera Agenda Steering Unit (Teraju) 
has announced that it aims to distribute 
RM1.65 billion (US$446.25 million) out 
of the RM2.24 billion (US$605.82 million) 
allocated to assist Bumiputera (Malay 
and/or indigenous peoples) businesses 
in Malaysia this year, according to local 
daily The Malay Mail. Derived from its 
Teras Fund, Teraju collaborated with banks 
such as Maybank Islamic Bank, MIDF, 
RHB Islamic Bank and SME Bank and has 
shortlisted 40 eligible companies for this 
purpose.

RBOI to assist Islamic banks
PHILIPPINES: The Regional Board of 
Investments (RBOI) is looking at granting 
fi scal incentives to bank and non-bank 
fi nancial institutions interested in sett ing 
up shop in the Autonomous Region in 
Muslim Mindanao (ARMM) and the 
prospective Bangsamoro political entity, 
according to a posting on the ARMM’s 
website. In particular RBOI is considering 
the provision of income tax holidays to 
Islamic banking and fi nance institutions 
to boost their competitiveness with their 
conventional peers.

SECP issues new Sukuk rules
PAKISTAN: The Securities and Exchange 
Commission of Pakistan (SECP) has issued 
new Sukuk regulations which underline 
among other things, the mandatory 

requirement for interested Sukuk issuers 
to secure a rating of no lower than ‘BBB-’, 
with an instrument rating of no lower 
than ‘BBB’. Available on its website, the 
new rules also dictate that issuers must 
also maintain Shariah compliance in its 
principal business during the entire tenor 
of the Sukuk program.

PETRONAS funds M&A with 
Sukuk
MALAYSIA: PETRONAS’s debt capital 
market exercise of US$5 billion, of which 
US$1.25 billion (according to Dealogic) 
was Islamic, will be channeled towards 
the company’s corporate expenses as well 
as possible acquisitions, according to 
Reuters.

Draft Islamic banking law in 
deliberation
RUSSIA: The draft law that removes 
barriers for implementing Islamic banking 
in Russia has been submitt ed in the State 
Duma, the lower house of the Federal 
Assembly of Russia, according to Islamic-
Finance.Ru. If the document is accepted 
by the parliament, the appropriate 
amendments will be made in the federal 
law on banking activity in the country. 

ADB provides technical 
assistance
PHILIPPINES: The Asian Development 
Bank (ADB) is preparing a US$2 million 
technical assistance program to help 
fi ve central and west Asian countries 
to develop their regulatory framework 
and strengthen their ability to deal with 

Islamic fi nance supervision, reported 
Reuters. The program is exclusively 
focused on Islamic fi nance and could be 
approved in September. With a focus on 
legal aspects and consumer awareness, 
it seeks to address fi nancial literacy, 
specifi cally Islamic fi nance literacy. 

Indian university to offer 
Islamic inance diploma 
INDIA: Hyderabad-based Maulana Azad 
National Urdu University has announced 
plans to off er a diploma course in Islamic 
fi nance from the next academic year to 
keep pace with the rising demand for 
the subject, reported PrepSure, a local 
educational website. The one-year post-
graduation diploma will be conducted by 
the departments of Islamic studies and 
management at the central university.

Amana Bank provides student 
inancing

SRI LANKA: Amãna Bank informed 
IFN that it has launched the Education 
Finance scheme to help students 
achieve their academic and professional 
dreams. The facility is available for both 
students and young working individuals 
to complete their higher studies by 
providing competitive and fl exible 
installment plans. 

Financing will be provided to cover 
tuition fees, registration fees and 
examination fees from a minimum of 
LKR50,000 (US$367.97) to a maximum of 
LKR5 million (US$36,797.4).

GLOBAL
Investcorp expands US portfolio
GLOBAL: Bahraini alternative 
investment manager Investcorp’s US 
real estate arm has purchased a portfolio 
of residential properties in Washington 
DC, Orlando, San Diego and Baltimore 
for US$300 million (through separate 
transactions), the fi rm announced to the 
Bahrain Bourse. This acquisition brings 
Investcorp’s US portfolio over the last 12 
months to value over US$850 million.

IDB inaugurates advisory 
panel meeting
GLOBAL: IDB president Dr Ahmed 
Mohamed Ali on the 19th March chaired 
the fi rst meeting of the President’s 
Advisory Panel, a body comprising 13 
international experts, which will advise 
the bank on economic and development 
issues. The panel’s opinions will be taken 
into consideration in the formulation of 
the IDB’s 10-year strategic framework, Dr 
Ahmed confi rmed in a press release.

Follow us on F
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Al Baraka Islamic Bank’s new 
branch
BAHRAIN: Al Baraka Islamic Bank, a 
subsidiary banking unit of Al Baraka 
Banking Group, has opened a new 
branch in Muharraq Seef Mall, according 
to a press release.

BHB joins IOSCO
BAHRAIN: Bahrain Bourse (BHB) in an 
announcement on its website confi rmed 
that it has obtained the International 
Organization of Securities Commission 
(IOSCO) board of directors’ approval for 
BHB’s application to become an affi  liate 
member of the IOSCO. 

Tamkeen-KCB SME 
partnership
BAHRAIN: Tamkeen has signed an 
agreement with Khaleeji Commercial 
Bank (KCB) through which the bank will 
add BHD10 million (US$26.34 million) 
to Tamkeen’s fl agship SME fi nancing 
scheme, bringing the total portfolio value 
to BHD342.5 million (US$902.03 million), 
according to a press release.

Bank Muscat’s new branch
OMAN: Bank Muscat, which operates 
Islamic banking window Meethaq, has 
launched a state-of-the-art branch in 
Jaalan Bani Bu Ali, according to Times of 
Oman. 

Bank Nizwa launches 
educational platform
OMAN: According to a press release, 
Bank Nizwa has inaugurated an 
educational platform entitled ‘Islamic 
Finance Knowledge Series’, which aims 
to continue raising the community’s 
awareness on Islamic banking across 
Oman. Designed in the form of sessions 
to be delivered to both the public and 
private sector individuals, as well as 
college and university students, it will 
initially tour a number of educational 
institutions, as well as prominent spaces 
for community engagement and by 2015, 
over 800 students are expected to have 
benefi ted from the sessions.

Eskan Bank maintains 
Shariah compliance
BAHRAIN: Allegations of un-Islamic 
practices (charging of interest) by 

Shariah compliant Eskan Bank brought 
on by Bahraini parliament second vice-
chairman Abdulhaleem Murad have been 
rebutt ed by housing minister Bassem Al 
Hamer, according to TradeArabia News 
Service. 

Baseem reportedly defended the bank 
in writing to the parliament saying that 
Eskan Bank has an Islamic commission 
to monitor the Shariah compliance of 
all banking facilities and accounts of the 
bank are audited by a 15-year specialist 
with all contracts referred to the Supreme 
Islamic Council for validation.

Suspension for National 
Islamic Bank
IRAQ: According to a statement on 
the website of Iraq’s Rabee Securities, 
National Islamic Bank will be suspended 
from trading from the 19th March 
onwards should the company fail to 
justify prices touching the upper limit in 
the previous two trading sessions (the 
17th and 18th March).

PFZW obtains inancing
UAE: Port and Free Zone World (PFZW), 
the holding company for Dubai-based 
ports operator DP World, has secured 
a US$1.2 billion fi nancing facility, 
according to Reuters. Quoting unnamed 
sources, the newswire reported that 
Citigroup, Emirates NBD and HSBC 
arranged the deal and additional 
fi nanciers include: Dubai Islamic Bank, 
Barwa Bank, Mashreq, Noor Bank, 
Commercial Bank of Dubai, Standard 
Chartered and Union National Bank. 

The funds reportedly have a lifespan 
of fi ve years, and will be used to help 
the company meet commitments at the 
group and subsidiary levels.

Petro Rabigh’s inancing 
facility
SAUDI ARABIA: The senior debt 
fi nancing of the expansion of Petro 
Rabigh’s refi ning and petrochemical 
complex which is approximately 
US$5.17 billion in size, includes facilities 
from Japan Bank for International 
Cooperation, Public Investment Fund, 
and a group of 19 fi nancial institutions 
participating in Islamic and commercial 
bank tranches. According to a press 
release from Dentons who advised 
Sumitomo Chemical on the transaction, 
Sumitomo Mitsui Banking Corporation 
and the Saudi British Bank have acted as 

fi nancial advisors for the fi nancing of the 
project.

ABC pays dividends
BAHRAIN: Shareholders of Arab 
Banking Corporation (ABC) have 
approved a cash dividend distribution 
of 5% of the issued share capital (5 US 
cents per share), amounting to US$155.5 
million at its annual general meeting 
(AGM), according to a press release. 

The AGM also approved the 
appointment of two new members to 
ABC’s board of directors: Dr Farouk 
El Okdah, the former governor and 
chairman of the Central Bank of Egypt 
and Dr Tarik Yousef, a member of the 
board of directors of the Central Bank of 
Libya and CEO of Silatech.

Bank Sohar provides 
residential inancing
OMAN: Bank Sohar has recently signed 
a memorandum of understanding (MoU) 
with Zain Property Development to 
provide preferential housing loans to 
Omani citizens interested in investing in 
properties located in phases fi ve and six 
of the Dar Al Zain project. 

According to the press release, 
the fi nancing scheme off ers both 
conventional housing fi nance as well as 
Islamic housing fi nance through Sohar 
Islamic. The MoU also marks the renewal 
of the bank’s fi ve-year relationship with 
Zain Property Development.

Takween secures inancing
SAUDI ARABIA: Takween Advanced 
Industries (Takween) has signed a 
SAR1.3 billion (US$346.46 million) 
Murabahah fi nancing facility arranged 
by a syndicate of banks including Arab 
Bank, Samba Financial Group and Bank 
AlBilad, according to a press release. 

Takween’s purpose of the fi nancing is 
to fund the SAR910 million (US$242.52 
million) purchase price and loans of 
Savola Packaging Company, a leading 
packaging company in Saudi Arabia 
and major producer of PET packaging 
products, and its subsidiaries, to pay 
the fees and costs of the facilities, 
and to fi nance the working capital of 
Takween. 

APICORP secures funding
SAUDI ARABIA: Arab Petroleum 
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Investment Corporation (APICORP) has 
procured a Shariah compliant syndicated 
fi nancing facility worth US$950 million, 
the fi rm announced in a press release. 

The fi rst tranche, a SAR3 billion (US$800 
million) fi ve-year facility, was arranged 
by SABB, National Commercial Bank, 
Samba Financial Group, Riyad Bank and 
Banque Saudi Fransi while the second 
tranche, worth US$150 million and to 
mature in three years, was arranged by 
First Gulf Bank, HSBC Middle East and 
National Bank of Abu Dhabi.

BisB approves shares
BAHRAIN: According to a press 
release, Bahrain Islamic Bank (BisB)’s 
shareholders have approved a new 
incentive scheme amended according 
to directions from the Central Bank of 
Bahrain and empowering the board of 
directors to put in place the rules for 
implementing this scheme. 

The bank also approved the issuance of 
9.4 million shares with a nominal value 
of 100 fi ls (26 US cents) each, equivalent 

to BHD939,673.5 (US$2.47 million) to 
establish the special purpose vehicle 
which will administer the shares granted 
to employees according to the new 
incentive scheme.

The UAE’s federal Shariah 
board
UAE: The Dubai Islamic Economy 
Development Center (DIEDC) plans to 
set up a federal Shariah board which 
will regulate Islamic banks, Takaful 
operators and Islamic windows, by the 
end of the third quarter of 2015, reported 
Bloomberg.

Arig declares 5% cash 
dividend
BAHRAIN: The shareholders of 
reinsurer Arig has approved a 5% cash 
dividend, the fi rm informed the media. 
Arig, which has Shariah compliant 
subsidiaries, declared net profi ts of 
US$15.6 million for 2014, translating as 
a 6.1% average return on the operator’s 
equity.

ASSET
MANAGEMENT
Public Mutual introduces new 
fund
MALAYSIA: Public Mutual has launched 
the Public Islamic Enterprises Equity 
Fund (PIENTEF), a new fund focusing 
on larger capitalized companies with 
established track records, reported local 
daily The Star. PIENTEF will invest 75-
98% of its net asset value (NAV) in the 
50 largest Shariah compliant companies 
in terms of market capitalization (at 
the point of purchase) listed on Bursa 
Securities, with a 25% foreign market 
exposure to large cap companies in 
selected markets. The remainder will 
be invested in Sukuk and Islamic liquid 
assets which include Islamic money 
market instruments, Islamic investment 
accounts and Islamic deposits.

SBI’s fund launch deferred
INDIA: According to the Times of India, 
congress member K Rahman Khan 
has alleged that the deferment of SBI 
Mutual Fund’s Shariah Equity Fund was 
politically driven, an allegation denied 
by the fund house who affi  rmed that the 
launch delay was a commercial call.

TAKAFUL
New savings plan by ADIB
UAE: Abu Dhabi Islamic Bank (ADIB) 
is collaborating with Dubai Islamic 
Insurance & Reinsurance Company 
(AMAN) and FWU Global Takaful 
Solutions to roll out the new Shariah 
compliant Takaful Savings Plan, 
according to a press release. The new 
product aims to fulfi ll medium to long-
term savings needs of ADIB’s customers, 
with the key highlight being the capital 
protection of the customer’s investment. 
Other benefi ts to the savings plan include 
a simple application process, quick policy 
issuance and annual Takaful Solidarity 
Fund surplus distribution.
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RESULTS
KFH
KUWAIT: Kuwait Finance House 
(KFH) in a press release announced that 
it achieved a net profi t of KWD126.5 
million (US$421.16 million) for the year 
2014. Total assets reached KWD17.2 
billion (US$57.26 billion), an increase of 
12.4% and client deposits increased by 
14% reaching KWD14.3 billion (US$47.61 
billion) compared to KWD12.6 billion 
(US$41.95 billion) in the previous year.

Al Baraka Banking Group
BAHRAIN: For the fi nancial year ended 
the 31st December 2014, Al Baraka 
Banking Group made a net profi t of 
US$275 million, marking a 7% year-on-
year growth, according to a press release. 
The bank approved to transfer 10% of 
the net income totaling US$15.17 million 
to the statutory reserve, the distribution 
of US$32.82 million as cash dividend, 
the transfer of US$103.74 million to the 
retained earnings and also approved 
the proposed distribution of one bonus 
share for every 50 fully paid-up shares to 
shareholders.

Bank Rakyat
MALAYSIA: Shariah compliant Bank 
Rakyat has reported a net profi t of 
RM1.96 billion (US$533.14 million) for 
the period ended the 31st December 
2014, a 2.7% increase from RM1.91 
billion (US$519.54 million) it recorded 
a year earlier, boosted by fi nancing and 
treasury activities. According to local 
newspaper New Straits Times, the bank’s 
revenue was down 1.5% to RM5.98 
billion (US$1.63 billion) from RM6.07 
billion (US$1.65 billion), mainly impacted 
by Bank Negara Malaysia’s responsible 
lending policy.
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RATINGS
Ooredoo’s rating af irmed
QATAR: Fitch in a statement has 
affi  rmed Ooredoo’s long-term foreign 
currency issuer default rating at ‘A+’, 
with a stable outlook. Ooredoo’s 
outstanding bonds and Sukuk issues 
were also affi  rmed with Ooredoo 
Tamweel’s Sukuk program at ‘A+’. 
The affi  rmation refl ects the continued 
strength of Ooredoo’s links with the State 
of Qatar (‘AA’/Stable).

FGB’s ratings withdrawn
UAE: RAM in a statement confi rmed 
that it has withdrawn First Gulf Bank 
(FGB)’s fi nancial institution ratings (FIR) 
and the rating of its proposed Sukuk 
Wakalah program of up to RM3.5 billion 
(US$945.02 million) upon FGB’s request. 
Consequently, FGB’s FIR of ‘AAA/Stable/
P1’ and its ‘AAA(s)/Stable’ issue rating 
are no longer applicable.

Fitch upgrades JIB’s rating 
outlook
JORDAN: The outlook on Jordan Islamic 

Bank (JIB)’s ‘BB-’ long-term issuer default 
rating has been upgraded to stable 
from negative, by Fitch. According to 
a statement by the ratings agency, the 
outlook revision refl ects its view of a 
stabilization of the operating environment 
due to the implementation of an IMF 
program, a rebuilding of reserves, a smaller 
budget defi cit and a modest enhancement 
in growth outlook.

Watania’s ratings af irmed
UAE: AM Best in a press release has 
affi  rmed the fi nancial strength rating of 
‘B+’ and the issuer credit rating of ‘bbb-’ 
of National Takaful Company (Watania). 
The outlook for both ratings remains 
stable. The ratings refl ect Watania’s 
strong prospective risk-adjusted 
capitalization and developing market 
profi le.

QIIB upgraded
QATAR: Qatar International Islamic 
Bank (QIIB) announced in a press release 
that its long-term issuer default rating 
has been lifted one notch to ‘A+’ by Fitch, 
with a stable outlook. 

‘AA3(s)/Stable’ for Kuveyt 
Turk’s Malaysian Sukuk
MALAYSIA: RAM in a statement 
assigned a fi nal rating of ‘AA3(s)/Stable’ 
to the proposed Islamic medium-term 
notes program of RM2 billion (US$538.65 
million) to be issued by Kuveyt Türk 
Katilim Bankasi’s funding conduit, KT 
Kira Sertifi kalari Varlik Kiralama. Kuveyt 
Türk is the obligor of the proposed 
Sukuk via a purchase undertaking; the 
issue rating thus refl ects the bank’s credit 
strength.

TAQA’s Sukuk rating 
withdrawn
UAE: RAM in a statement withdrew 
the ‘AA1/Stable’ rating of Abu Dhabi 
National Energy Company (TAQA)’s 
Sukuk Murabahah program of up to 
RM3.5 billion (US$942.63 million) in 
nominal value (2012/2032), upon the 
request of the company. RAM no longer 
has any rating obligation in respect of the 
Sukuk. According to the agency, as at the 
20th March 2015, the amount of Sukuk 
outstanding stood at RM650 million 
(US$175.06 million).

MOVES
Al Rayan Bank
UK: Al Rayan Bank in a statement to IFN 
has announced the appointment of Tim 
Sinclair as senior head of marketing and 
retail sales, a newly created post. Sinclair 
was previously head of marketing at the 
bank for the past three years.

High Shariah Supervisory 
Authority of Oman
OMAN: During the fi rst meeting of 
Oman’s High Shariah Supervisory 
Authority, members of the authority 
elected Shaikh Dr Kahlan Nabhan Al 
Kharoosi as chairman and Shaikh Dr 
Abdullatif Mahmood Al Mahmood as 
deputy chairman, confi rmed a press 
release. The authority also noted the 
proposal to appoint a coordinator/
secretary.

Barwa Bank
QATAR: Barwa Bank has hired Cenk 
Karacaoglu as the head of syndications in 
the debt business, according to Reuters. 
Before joining Barwa, Karacaoglu was 

briefl y Al Rajhi Bank’s head of trade 
fi nance, a post he held for around 
four months and prior to that he was 
the vice-president in the fi xed income 
division of Turkey’s Bank Asya for just 
over 11 years.

Qatar Islamic Bank
QATAR: Khalefa Saif Al Mesalam has 
been promoted to head of human capital 
at Qatar Islamic Bank, according to a 
press release. Khalefa was previously 
acting head of human capital and head of 
recruitment for the Islamic bank.

Squire Patton Boggs
UAE: Squire Patt on Boggs will transfer 
fi nancial services partner Tomas Cerdan 
from the fi rm’s London offi  ce to Dubai 
this month, the law fi rm announced to 
the media. Cerdan previously advised 
Saudi Hollandi Capital in relation to 
Saudi Hollandi Bank’s SAR775 million 
(US$207 million) Sukuk Mudarabah. The 
fi rm’s Dubai offi  ce will also be joined by 
new hires including Douglas G Smith 
as its of counsel to its global corporate 
practice group and Radwa Al Rifai as 
corporate associate.

Baker & McKenzie Habib Al 
Mulla
UAE: Baker & McKenzie Habib Al 
Mulla in a press release has announced 
the appointment of Sandeep Puri as 
a partner in its banking and fi nance 
practice in Dubai. 

Joining from Cliff ord Chance, he 
has signifi cant experience in both 
conventional and Islamic fi nance 
transactions across the MENA region, 
including project fi nance, corporate 
fi nance, asset fi nance, real estate fi nance 
and capital markets (including Sukuk).

AmBank Group
MALAYSIA: AMMB Holdings 
(AmBank Group), the parent of 
AmIslamic Bank, has appointed 
Mohamed Azmi Mahmood as the 
acting group managing director with 
eff ect from the 2nd April. Azmi will 
succeed Ashok Ramamurthy whose 
contract as the group managing 
director will end on the 1st April, 
according to a press release.
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Expected date Company's name Size Structure Announcement Date
TBA Oman Telecommunications TBA Sukuk 23rd March 2015

TBA Zorlu Energy TRY100 million Sukuk 20th March 2015

TBA Turkiye Finans RM2.05 billion Sukuk 20th March 2015

TBA Government of Jordan JOD400-500 million Sukuk 20th March 2015

TBA Bank Muscat OMR500 million Sukuk 20th March 2015

24th March 2015 Government of Indonesia IDR2 trillion Sukuk 18th March 2015

Apr-15 Masraf Al Rayan TBA Sukuk 17th March 2015

TBA Emirates Airline TBA Sukuk 16th March 2015

As early as April 
2015

Government of UAE TBA Green energy Sukuk 12th March 2015

Before June 2015 BNI Syariah IDR500-750 billion Sukuk 10th march 2015

TBA Treet Corporation PKR539.51 million Sukuk 9th March 2015

2015 Government of Hong Kong US$500 million-1 billion Sukuk 9th March 2015

Before end of April Emirate of Ras Al Khaimah TBA Sukuk 5th March 2015

End of March National Shipping Company of Saudi 
Arabia 

SAR3.9 billion Sukuk 5th March 2015

TBA Sharjah Islamic Bank TBA Sukuk 4th March 2015

TBA Tulip Maple US$750 million Sukuk 4th March 2015

6th March 2015 Government of Malaysia RM100 million Islamic Treasury Bills 4th March 2015

Mid-2015 Central Bank of Oman OMR200 million Sukuk 2nd March 2015

TBA Khazanah Nasional RM1 billion Sukuk 27th February 2015

2015 Gulf Finance House US$230 million Sukuk 26th February 2015

2015 Garuda Indonesia US$500 million Sukuk 25th February 2015

TBA IDB TBA Sukuk 25th February 2015

TBA Qatar Islamic Bank QAR5 billion Sukuk 23rd February 2015

11th March 2015 Government of Indonesia IDR5 billion Sukuk 23rd February 2015

TBA Al Baraka Bank TBA Sukuk 17th February 2015

18th February 2015 Turkish Treasury TRL1.8 billion Sukuk Ijarah 17th February 2015

TBA Government of Malaysia TBA Sukuk 16th February 2015

2016 Government of South Africa TBA Sukuk 13th February 2015

3rd quarter 2015 SGI-Mitabu AU$150 million Sukuk 13th February 2015

TBA Petroliam Nasional (Petronas) US$ 7 billion Sukuk 12th February 2015

TBA Abu Dhabi Islamic Bank TBA Sukuk 11th February 2015

TBA Qatar International Islamic Bank QAR3 billion Sukuk 10th February 2015

10th February 2015 Government of Indonesia IDR2 trillion Sukuk 5th February 2015

TBA BNI Syariah IDR500 billion Sukuk 3rd February 2015

TBA K-Electric PKR22 billion Sukuk 3rd February 2015

6th February 2015 Bank Negara Malaysia US$100 million Islamic Treasury Bills 2nd February 2015

TBA Emirates Airline US$1 billion Sukuk 30th January 2015

TBA Qatar Islamic Bank QAR2 billion Sukuk 19th January 2015

1st quarter 2015 Bank Islami Pakistan PKR3.5 billion Sukuk 15th January 2015

TBA Pakistan Mobile Communications 
(Mobilink) 

PKR6.9 billion Sukuk 14th January 2015

2015 International Bank of Azerbaijan TBA Sukuk 13th January 2015

3rd quarter 2015 Government of Tunisia US$500 million Sukuk 13th January 2015

Feb-15 Government of Jordan TBA Sukuk 6th January 2015

TBA Turkiye Finans TRY71 million Sukuk 5th January 2015

TBA Turkiye Finans TRY143 million Sukuk 5th January 2015

2015 Government of Indonesia IDR7.14 trillion Sukuk 15th December 2014

TBA UniTapah RM600 million Sukuk 9th December 2014

Apr-15 Government of Indonesia IDR20 trillion Sukuk 4th December 2014



34© 25th March 2015

SHARIAH INDEXES

SAMI Halal Food Participation (All Cap) 6 months

REDmoney Asia ex. Japan                                                             6 Months REDmoney Europe                                                                         6 Months

REDmoney GCC                                                                              6 Months REDmoney Global                                                                          6 Months

REDmoney MENA                                                                          6 Months REDmoney US                                                                                 6 Months

1700

1780

1860

1940

2020

2100

Mar-2015Feb-2015Jan-2015Dec-2014Nov-2014Oct-2014

All Cap Large Cap Medium Cap Small Cap

650

860

1070

1280

1490

1700

MarFebJanDecNovOct
800

880

960

1040

1120

1200

MarFebJanDecNovOct

All Cap Large Cap Medium Cap Small Cap

500

660

820

980

1140

1300

MarFebJanDecNovOct

All Cap Large Cap Medium Cap Small Cap

680

884

1088

1292

1496

1700

MarFebJanDecNovOct

All Cap Large Cap Medium Cap Small Cap

500

630

760

890

1020

1150

MarFebJanDecNovOct

All Cap Large Cap Medium Cap Small Cap

800

1090

1380

1670

1960

2250

MarFebJanDecNovOct

All Cap Large Cap Medium Cap Small Cap



35© 25th March 2015

SHARIAH INDEXES

For further information regarding REDmoney Indexes contact:

Andrew Morgan
Managing Director, REDmoney Group

Email: Andrew.Morgan@REDmoneygroup.com
Tel +603 2162 7800
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REDmoney Global Shariah 

Equities are considered eligible for inclusion 
into the REDmoney Global Shariah Index 
Series only if they pass a series of market 
related guidelines related to minimum market 
capitalization and liquidity as well as country 
restrictions. 

Once the index eligible universe is determined 
the underlying constituents are screened 
using a set of business and fi nancial Shariah 
guidelines.

The REDmoney Global Shariah Index Series powered by IdealRatings consists of a rich subset of global listed equities that adhere to clearly 
defi ned and transparent Shariah guidelines defi ned by Shariyah Review Bureau in Jeddah, Saudi Arabia. 

The REDmoney Shariah Indexes provides Islamic investors with an accurate and Shariah-specifi c equity performance benchmark with optimized 
compliance credibility due to the intensive research conducted to ensure that index constituents do not confl ict with the defi ned Shariah 
requirements. 

IdealRatings™ is the leading provider of Shariah investment decision support tools to investors globally, including asset managers, brokers, index 
providers, and banks to empower them to develop, manage and monitor Shariah investment products and Shariah compliant funds. IdealRatings 
is headquartered in San Francisco, California. For more information about IdealRatings visit: www.idealratings.com
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Comprehensive data from Eurekahedge will now feature the overall top 10 global and regional funds based on a specifi c duration (yield to date, annualized returns, 
monthly returns), Sharpe ratio as well as delve into specifi c asset classes in the global arena – equity, fi xed income, money market, commodity, global investing (which 
would focus on funds investing with global mandate instead of a specifi c country or geographical region), fund of funds, real estate as well as the Sortino ratio. Each table 
covering the duration, region, asset class and ratio will be featured on a fi ve-week rotational basis.

Eurekahedge North America Islamic Fund Index

Top 10 Annualized Returns for ALL Funds since Inception

Fund Fund Manager Performance Measure Fund Domicile

1 Atlas Pension Islamic - Equity Sub Atlas Asset Management 23.76 Pakistan

2 Alkhair Capital Istanbul Alkhair Portfoy Yonetimi 21.59 Turkey

3 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 19.50 Pakistan

4 Atlas Islamic Stock Atlas Asset Management 18.20 Pakistan

5 WSF Global Equity - USD I Cogent Asset Management 15.11 Guernsey

6 Public Islamic Select Enterprises Public Mutual 14.68 Malaysia

7 AlAhli Saudi Trading Equity The National Commercial Bank 14.64 Saudi Arabia

8 QInvest Edgewood Sharia'a QInvest 14.23 Cayman Islands

9 Alkhair Capital Index Alkhair Portfoy Yonetimi 14.15 Turkey

10 JS Islamic JS Investments 13.69 Pakistan

Eurekahedge Islamic Fund Index 3.33

Top 10 Annualized Standard Deviation for ALL Funds since Inception

Fund Fund Manager Performance Measure Fund Domicile

1 Boubyan KWD Money Market Boubyan Bank 0.07 Cayman Islands

2 Public Islamic Money Market Public Mutual 0.13 Malaysia

3 PB Islamic Cash Management Public Mutual 0.14 Malaysia

4 CIMB Islamic Money Market CIMB-Principal Asset Management 0.18 Malaysia

5 CIMB Islamic Deposit CIMB-Principal Asset Management 0.18 Malaysia

6 PB Islamic Cash Plus Public Mutual 0.21 Malaysia

7 Emirates Islamic Money Market Limited 
Institutional Share Class I USD

Emirates NBD Asset Management 0.26 Jersey

8 FALCOM SAR Murabaha FALCOM Financial Services 0.29 Saudi Arabia

9 Asia Islamic Trade Finance Asiya Assessment Management (Cayman) 0.42 Cayman Islands

10 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.47 Saudi Arabia

Eurekahedge Islamic Fund Index 8.32

Based on 71.43% of funds which have reported February 2015 returns as at the 23rd March 2015

Taking into account funds that have at least 12 months of returns as at the 28th March 2015
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Top 10 Islamic Money Market Funds by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Tahaff uz Pension - Money Market Sub Al Meezan Investment Management 2.27 Pakistan

2 Atlas Pension Islamic - Money Market Sub Atlas Asset Management 2.08 Pakistan

3 PB Islamic Cash Plus Public Mutual 0.73 Malaysia

4 Public Islamic Money Market Public Mutual 0.71 Malaysia

5 PB Islamic Cash Management Public Mutual 0.71 Malaysia

6 Apex Dana Al Kanz Apex Investment Services 0.70 Malaysia

7 Kenanga I-Enhanced Cash ING Funds 0.36 Malaysia

8 HwangDBS AIIMAN Cash HWANGDBS Investment Management 0.31 Malaysia

9 FALCOM SAR Murabaha FALCOM Financial Services 0.27 Saudi Arabia

10 CIMB Islamic Money Market CIMB-Principal Asset Management 0.22 Malaysia

Eurekahedge Islamic Fund Index 0.56

Top 5 Islamic Commodity Funds by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 AmPrecious Metals AmInvestment Management 12.59 Malaysia

2 Deutsche Noor Precious Metals Securities - 
Class A

DWS Noor Islamic Funds 10.51 Ireland

3 ETFS Physical Gold ETFS Metal Securities 8.14 Jersey

4 ETFS Physical PM Basket ETFS Metal Securities 4.64 Jersey

5 ETFS Physical Silver ETFS Metal Securities 4.31 Jersey

Eurekahedge Islamic Fund Index 5.48

Based on 65.71% of funds which have reported February 2015 returns as at the 23rd March 2015

Contact Eurekahedge
To list your fund or update your fund information: islamicfunds@eurekahedge.com
For further details on Eurekahedge: information@eurekahedge.com  Tel: +65 6212 0900

Disclaimer
Copyright Eurekahedge 2007, All Rights Reserved. You, the user, may freely use the data for internal purposes and may reproduce the index data provided that 
reference to Eurekahedge is provided in your dissemination and/or reproduction. The information is provided on an “as is” basis and you assume and will bear all 
risk or associated costs in its use, and neither Islamic Finance news, Eurekahedge nor its affi  liates provide any express or implied warranty or representations as to 
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fi tness for any purpose.

Eurekahedge Islamic Fund Money Market Index over the last 5 years Eurekahedge Islamic Fund Money Market Index over the last 1 year
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Global Sukuk Volume by Month Global Sukuk Volume by Quarter
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Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers
17th Mar 2015 Prasarana Malaysia Malaysia Sukuk Domestic market 

public issue
541 RHB Capital, Kenanga Investment Bank, 

CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank

11th Mar 2015 Petronas Global 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,250 JPMorgan, Deutsche Bank, Morgan Stanley, 
HSBC, Maybank, Mitsubishi UFJ Financial 
Group, CIMB Group, Citigroup, Bank of 
America Merrill Lynch

10th Mar 2015 Sharjah Islamic 
Bank

UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, Kuwait 
Finance House, Dubai Islamic Bank, Abu 
Dhabi Islamic Bank, Emirates NBD, Al Hilal 
Bank, Noor Bank

5th Mar 2015 IDB Trust Services Saudi Arabia Sukuk Euro market 
public issue

1,000 Saudi National Commercial Bank, Standard 
Chartered Bank, HSBC, National Bank of 
Abu Dhabi, RHB Capital, Dubai Islamic 
Bank, Gulf International Bank, Natixis, CIMB 
Group

2nd Mar 2015 AmIslamic Bank Malaysia Sukuk Domestic market 
public issue

332 AmInvestment Bank

28th Jan 2015 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

139 Maybank, CIMB Group

22nd Jan 2015 Danga Capital Malaysia Sukuk Domestic market 
public issue

445 RHB Capital

14th Jan 2015 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, HSBC, National 
Bank of Abu Dhabi, Dubai Islamic Bank, 
Sharjah Islamic Bank, Emirates NBD, Al 
Hilal Bank, Noor Bank

19th Dec 2014 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

206 CIMB Group

19th Dec 2014 Northport 
(Malaysia)

Malaysia Sukuk Domestic market 
public issue

101 Maybank, Affi  n Investment Bank

15th Dec 2014 Malaysia Airports 
Holdings

Malaysia Sukuk Domestic market 
public issue

286 HSBC, Maybank, CIMB Group

12th Dec 2014 Unitapah Malaysia Sukuk Domestic market 
public issue

146 Kenanga Investment Bank

11th Dec 2014 Suria KLCC Malaysia Sukuk Domestic market 
public issue

172 CIMB Group

9th Dec 2014 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

287 Maybank, CIMB Group

8th Dec 2014 Malaysia Building 
Society

Malaysia Sukuk Domestic market 
public issue

201 RHB Capital, DRB-HICOM, AmInvestment 
Bank

5th Dec 2014 Jana Kapital Malaysia Sukuk Domestic market 
public issue

270 RHB Capital

25th Nov 2014 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, Deutsche Bank, Dubai 
Islamic Bank, Citigroup

25th Nov 2014 IFFIm Sukuk United 
Kingdom

Sukuk Euro market 
public issue

500 Saudi National Commercial Bank, Standard 
Chartered Bank, National Bank of Abu 
Dhabi, CIMB Group, Barwa Bank

18th Nov 2014 Hazine 
Mustesarligi Varlik 
Kiralama Anonim 
Sirketi

Turkey Sukuk Euro market 
public issue

1,000 HSBC, CIMB Group, Citigroup

17th Nov 2014 Flydubai UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, National 
Bank of Abu Dhabi, Dubai Islamic Bank, 
Emirates NBD, Credit Agricole, Noor Bank
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Top 30 Issuers of Global Sukuk 12 Months
Issuer Nationality Instrument Market US$(mln) Iss(%) Managers

1 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

2,881 7.3 Standard Chartered Bank, Deutsche Bank, HSBC, National 
Bank of Abu Dhabi, First Gulf Bank, Maybank, Gulf 
International Bank, Natixis, CIMB Group, Saudi National 
Commercial Bank, RHB Capital, Dubai Islamic Bank

2 Saudi Electricity Saudi 
Arabia

Sukuk Euro market 
public issue

2,500 6.3 JPMorgan, Deutsche Bank, HSBC

3 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

2,337 5.9 HSBC, RHB Capital, Maybank, CIMB Group, 
AmInvestment Bank, Standard Chartered Bank, Affi  n 
Investment Bank, Bank Islam Malaysia

4 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

1,500 3.8 Standard Chartered Bank, HSBC, CIMB Group, Emirates 
NBD

5 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

1,500 3.8 Maybank, CIMB Group

6 Petronas Global 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,250 3.2 JPMorgan, Deutsche Bank, Morgan Stanley, HSBC, 
Maybank, Mitsubishi UFJ Financial Group, CIMB Group, 
Citigroup, Bank of America Merrill Lynch

7 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

1,000 2.5 Standard Chartered Bank, Deutsche Bank, Dubai Islamic 
Bank, Citigroup

7 Hong Kong Sukuk 
2014

Hong 
Kong

Sukuk Euro market 
public issue

1,000 2.5 Standard Chartered Bank, HSBC, National Bank of Abu 
Dhabi, CIMB Group

7 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 2.5 HSBC, CIMB Group, Citigroup

7 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

1,000 2.5 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
Dubai Islamic Bank, Sharjah Islamic Bank, Emirates NBD, Al 
Hilal Bank, Noor Bank

11 Bank Pembangunan 
Malaysia

Malaysia Sukuk Domestic market 
public issue

948 2.4 HSBC, CIMB Group

12 Sharjah Sukuk UAE Sukuk Euro market 
public issue

750 1.9 Standard Chartered Bank, HSBC, Kuwait Finance House, 
National Bank of Abu Dhabi, Sharjah Islamic Bank

12 Government of 
Dubai

UAE Sukuk Euro market 
public issue

750 1.9 Standard Chartered Bank, HSBC, National Bank of Abu 
Dhabi, Dubai Islamic Bank, Emirates NBD

12 Emaar Malls Group UAE Sukuk Euro market 
public issue

750 1.9 Mashreqbank, Standard Chartered Bank, Morgan 
Stanley, National Bank of Abu Dhabi, First Gulf Bank, 
Dubai Islamic Bank, Union National Bank, Abu Dhabi 
Islamic Bank, Emirates NBD, Al Hilal Bank, Noor Bank

15 ICD UAE Sukuk Euro market 
public issue

700 1.8 Standard Chartered Bank, HSBC, Dubai Islamic Bank, 
Citigroup, Emirates NBD

15 Dubai International 
Financial Centre

UAE Sukuk Euro market 
public issue

700 1.8 Standard Chartered Bank, Dubai Islamic Bank, Emirates 
NBD, Noor Bank

17 DAMAC Real 
Estate Development

UAE Sukuk Euro market 
public issue

650 1.7 Deutsche Bank, National Bank of Abu Dhabi, Barclays, 
Dubai Islamic Bank, Abu Dhabi Islamic Bank, Citigroup, 
Emirates NBD

18 TDIC Finance UAE Sukuk Domestic market 
private placement

600 1.5 National Bank of Abu Dhabi

19 Mumtalakat Sukuk 
Holding

Bahrain Sukuk Euro market 
public issue

594 1.5 Standard Chartered Bank, Deutsche Bank, BNP Paribas, 
Mitsubishi UFJ Financial Group

20 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

541 1.4 RHB Capital, Kenanga Investment Bank, CIMB Group, 
Affi  n Investment Bank, AmInvestment Bank

21 Saudi Telecom Saudi 
Arabia

Sukuk Domestic market 
public issue

533 1.4 Saudi National Commercial Bank, Standard Chartered 
Bank, JPMorgan

22 ZAR Sovereign 
Capital Fund

South 
Africa

Sukuk Euro market 
public issue

500 1.3 BNP Paribas, Industrial & Commercial Bank of China, 
Kuwait Finance House

22 Turkiye Finans 
Katilim Bankasi

Turkey Sukuk Euro market 
public issue

500 1.3 HSBC, Citigroup, Emirates NBD, QInvest

22 Sharjah Islamic 
Bank

UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, Kuwait Finance House, Dubai 
Islamic Bank, Abu Dhabi Islamic Bank, Emirates NBD, Al Hilal 
Bank, Noor Bank

22 Kuveyt Turk 
Katilim Bankasi

Turkey Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, Kuwait Finance House, 
Citigroup, Emirates NBD

22 JANY Sukuk US Sukuk Euro market 
public issue

500 1.3 Saudi National Commercial Bank, Goldman Sachs, National 
Bank of Abu Dhabi, Abu Dhabi Islamic Bank, Emirates 
NBD, QInvest

22 IFFIm Sukuk United 
Kingdom

Sukuk Euro market 
public issue

500 1.3 Saudi National Commercial Bank, Standard Chartered 
Bank, National Bank of Abu Dhabi, CIMB Group, Barwa 
Bank

22 Flydubai UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, National Bank of Abu 
Dhabi, Dubai Islamic Bank, Emirates NBD, Credit Agricole, 
Noor Bank

22 Al Hilal Bank UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
Citigroup, Emirates NBD, Al Hilal Bank

30 Aman Sukuk Malaysia Sukuk Domestic market 
public issue

491 1.3 RHB Capital, Maybank, Bank Islam Malaysia, CIMB Group, 
AmInvestment Bank

39,447 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,362 47 13.6

2 HSBC 4,648 30 11.8

3 Maybank 3,906 34 9.9

4 Standard Chartered Bank 3,246 24 8.2

5 RHB Capital 3,028 44 7.7

6 AmInvestment Bank 2,210 26 5.6

7 National Bank of Abu Dhabi 2,119 14 5.4

8 Emirates NBD 1,789 15 4.5

9 Deutsche Bank 1,680 7 4.3

10 Citigroup 1,263 8 3.2

11 Dubai Islamic Bank 1,246 10 3.2

12 JPMorgan 1,150 3 2.9

13 Natixis 658 3 1.7

14 Noor Bank 502 5 1.3

15 Kuwait Finance House 479 4 1.2

16 Saudi National Commercial Bank 472 4 1.2

17 BNP Paribas 442 3 1.1

18 Kenanga Investment Bank 415 4 1.1

19 Bank Islam Malaysia 389 4 1.0

20 Al Hilal Bank 388 5 1.0

21 QInvest 345 4 0.9

22 Abu Dhabi Islamic Bank 307 4 0.8

23 Affi  n Investment Bank 306 7 0.8

24 Mitsubishi UFJ Financial Group 287 2 0.7

25 Gulf International Bank 278 2 0.7

26 Sharjah Islamic Bank 275 2 0.7

27 First Gulf Bank 235 2 0.6

28 Hong Leong Financial Group 234 8 0.6

29 Barwa Bank 217 3 0.6

30 Morgan Stanley 207 2 0.5

Total 39,447 126 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 6,375 5 25.9
2 Salans FMC SNR Denton Group 3,901 3 15.8
3 White & Case 3,271 2 13.3
4 Baker & McKenzie 3,220 3 13.1
5 Milbank Tweed Hadley & McCloy 2,621 1 10.6
6 Linklaters 1,631 2 6.6
7 Cliff ord Chance 1,626 4 6.6
8 Chadbourne & Parke 660 1 2.7
9 Latham & Watkins 433 2 1.8
10 Norton Rose Fulbright 354 1 1.4
10 Pekin & Pekin 354 1 1.4

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 National Commercial Bank 2,934 5 23.5

2 HSBC 777 3 6.2

3 Riyad Bank 757 4 6.1

4 Samba Capital & Investment 
Management

630 4 5.0

5 Banque Saudi Fransi 599 4 4.8

6 Al Rajhi Capital 512 4 4.1

7 Sumitomo Mitsui Financial Group 356 3 2.8

8 Mitsubishi UFJ Financial Group 350 4 2.8

9 BNP Paribas 336 4 2.7

10 National Bank of Kuwait 290 1 2.3

Sukuk Volume by Currency US$ (billion)                  12 Months

Sukuk Volume by Issuer Nation US$ (billion)               12 Months

Global Sukuk Volume by Sector                                   12 Months

Global Sukuk Volume - US$ Analysis
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Top Islamic Finance Related Financing Mandated Lead Arrangers 
Ranking                                                                                          12 Months

Mandated Lead Arranger US$ (mln) No %
1 Abu Dhabi Islamic Bank 1,186 7 11.4

2 First Gulf Bank 902 8 8.7

3 National Bank of Abu Dhabi 880 4 8.5

4 Dubai Islamic Bank 706 6 6.8

5 Mashreqbank 644 4 6.2

6 Samba Capital 613 2 5.9

7 HSBC 563 4 5.4

8 Abu Dhabi Commercial Bank 561 4 5.4

9 Noor Bank 525 3 5.1

10 Emirates NBD 443 7 4.3

11 Banque Saudi Fransi 433 2 4.2

12 Standard Chartered Bank 309 5 3.0

13 Union National Bank 275 4 2.7

14 Al Hilal Bank 272 3 2.6

15 Commercial Bank of Dubai 247 3 2.4

16 Alinma Bank 220 1 2.1

16 Al Rajhi Capital 220 1 2.1

18 Barwa Bank 219 4 2.1

19 Saudi National Commercial Bank 171 1 1.7

19 Saudi Investment Bank 171 1 1.7

19 Riyad Bank 171 1 1.7

22 Ahli United Bank 145 2 1.4

23 Arab Banking Corporation 126 2 1.2

24 National Bank of Kuwait 87 1 0.8

24 Kuwait International Bank 87 1 0.8

26 Citigroup 81 1 0.8

27 Bank Islam Brunei Darussalam 58 1 0.6

28 Commercial Bank International 25 1 0.2

29 Warba Bank 15 1 0.1

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Samba Capital 1,327 1 33.3

2 Abu Dhabi Islamic Bank 845 3 21.2

3 Barwa Bank 405 2 10.2

4 Emirates NBD 302 4 7.6

5 Noor Bank 225 2 5.7

6 Dubai Islamic Bank 176 2 4.4

7 HSBC 161 1 4.1

7 Citigroup 161 1 4.1

9 Standard Chartered Bank 141 3 3.5

10 Arab Banking Corporation 126 2 3.2

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 UAE 5,358 14 51.7

2 Saudi Arabia 3,467 4 33.4

3 Turkey 573 2 5.5

4 Qatar 350 1 3.4

5 India 272 1 2.6

6 Kuwait 261 1 2.5

7 Indonesia 90 1 0.9

Are your deals listed here?
If you feel that the information within these tables is inaccurate, you may contact 
the following directly:     Shireen Farhana (Media Relations)
                                            Email: shireen.farhana@dealogic.com                           Tel: +852 2804 1223

Top Islamic Finance Related Financing by Sector                12 Months
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Top Islamic Finance Related Financing Deal List                 12 Months

Credit Date Borrower Nationality US$ (mln)

30th Jun 2014 Ma'aden Waad al-Shamal 
Phosphate

Saudi Arabia 2,350

21st May 2014 Emaar Malls Group UAE 1,500

19th Nov 2014 Saudi BinLaden Group Saudi Arabia 1,327

7th May 2014 Emirates Steel Industries UAE 1,300

8th Sep 2014 Atlantis The Palm UAE 1,100

10th Mar 2015 Port & Free Zone World UAE 1,100

24th Dec 2014 National Central Cooling - 
Tabreed

UAE 706

7th Dec 2014 Utilities Development Kuwait 624

20th Jan 2015 Al-Waha Petrochemical Saudi Arabia 523

31st Jul 2014 Emirates Airlines UAE 425



42© 25th March 2015

EVENTS DIARY

APRIL 2015

1st IFN Investor Forum Dubai, UAE

2nd IFN US Investor Forum Dubai, UAE

22nd IFN Indonesia Forum Jakarta, Indonesia

MAY 2015

3rd IFN Qatar Forum Doha, Qatar

25th – 26th IFN Asia Forum Kuala Lumpur, Malaysia

JUNE 2015

10th IFN Europe Forum Luxembourg

SEPTEMBER 2015

13th IFN Issuer Forum Dubai, UAE

13th IFN Iran Forum Dubai, UAE

OCTOBER 2015

5th IFN Kuwait Forum Kuwait City

27th IFN Egypt Forum Cairo, Egypt

NOVEMBER 2015

17th IFN Turkey Forum Istanbul, Turkey

30th IFN Saudi Arabia 
Forum Jeddah, Saudi Arabia

events
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Dubai, UAE
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Islamic Capital Markets 
Products
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Malaysia
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Kuala Lumpur, 
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