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The knott y problem of Islamic pension 
provision is nothing new, and the slow 
growth of its ability to meet growing 
demand — whether through public 
initiatives, private participation or 
Takaful provision — has long been a 
cause of concern. Yet in recent weeks, 
developments in key Muslim countries 
such as Malaysia and Indonesia have 
brought the issue back to the forefront 
— and highlighted the importance of a 
continued focus on the future. LAUREN 
MCAUGHTRY looks at innovation in 
the industry — and asks whether the 
GCC is now in danger of being left 
behind.

The Muslim population constitutes 
almost a quarter of the global population 
and the general perception of 
the Muslim world is that 
of booming emerging 
markets growth, a 
youthful population 
and an increasingly 
affl  uent young 
middle class. Its 
biggest requirements 
are therefore often 
seen as being in the 
fi elds of infrastructure, 
energy, fi nancial 
markets and 
further growth 
provision. 

However, the benefi ts that this 
investment brings — including access to 
education, economic development, bett er 
healthcare and longer life expectancy, 
are shifting Muslim population 
demographics to a point where longevity 
could soon become one of the most 
urgent issues facing the Islamic world. 

And while the MENA region saw the 
fastest population growth in the world 
between 1950-2000, resulting in a 
relatively young population, this trend 
is beginning to reverse. According to 
the Population Reference Bureau, key 
Muslim countries including Iran, Turkey 
and Indonesia have all completed 
their demographic transition and are 
now seeing total fertility rates (TFR, 
the average number of children per 

woman) fall back down below the 
‘replacement level’ of 2.1. According 
to Pew Research, fertility rates have 
been falling across most Muslim 
majority countries in recent 
decades and this trend is expected 
to continue, with the average TFR 
for all OIC countries dropping 
from 4.3 in 1990-95 to just 2.9 in 

2010-15 and expected to reach 2.3 
by 2035. 

An urgent need
This extension of life 
expectancy is inevitably 

creating pressure for pension provision 
which, given its location in the nucleus of 
the Muslim world, suggests an obvious 
opportunity for Islamic options to off er 
the population a Shariah compliant 
alternative to saving for their retirement. 
However, the Takaful market has so far 
struggled to meet this expectation, with 
the retirement and pension product 
sector so far failing to take off  despite the 
apparently tempting opportunities. 

“As the population demographics 
mature, the issue of longevity will start to 
impact the Muslim world. By 2030 many 
Muslim countries will see a drop in the 
old age support ratio (number of persons 
aged 15 to 64 per person aged 65 or 
over). If not well planned, this will create 
fi nancial and social problems similar 
to what we are witnessing in countries 
like Italy and Japan,” said Lance 
Burma, the employee benefi ts practice 
director at Milliman. “This precarious 
situation demands that Muslims should 
consider carefully how they will fi nance 
themselves after retirement.” 

Malaysia leads the way
According to Milliman, Malaysia’s old 
age support ratio is predicted to drop 
from 14 in 2012 to just four by 2050. 
However, the country has not only 
recognized this pitfall but is taking 
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DEALS
Special Power Vehicle 
announces redemption on 
Islamic medium-term notes 
program

Indonesia to sell sovereign 
Sukuk; targets IDR2 trillion 
(US$154 million)

Mydin Mohamed 
Holdings revises terms of 
Sukuk program; extends 
availability period

Egypt expects to issue 
Sukuk at the beginning of 
the 2015/2016 fi scal year; 
sends draft law for IDB’s 
perusal

NEWS
Meezan Bank to provide 
Islamic fi nancing schemes 
under the Prime Minister’s 
Youth Business Loans 
program

BankIslami receives 
regulatory approval for 
merger with KASB Bank

Kazakhstani president 
signs Islamic fi nance 
amendments 

ISFIN partners with Macau 
law fi rm to explore Islamic 
investment opportunities

Pakistan’s external liquidity 
position is strengthening, 
says Moody’s

Amanah Ethical seeks 
to off er interest-free 
mortgages to Muslims

Myanmar Tower Company 
secures Islamic fi nancing; 
fi rst Islamic cross-border 
transaction in the country

90 North Real Estate 
Partners and Sidra Capital 
acquire Sheffi  eld’s largest 
retail park on behalf of 
Butt on Property UK

Gatehouse Bank provides 
GBP17.92 million (US$27.56 
million) in fi nancing to 
SEDCO Capital for the 

purchase of Blakelands 
Industrial Estate

IDB denies Bloomberg’s 
statement on the bank 
demanding Egypt to pay its 
overdue debts 

Sukuk market registers 7% 
growth in the fi rst quarter 
amid challenging market 
environment

Middle Eastern equity 
indexes surge upwards as 
Saudi Arabia prepares to 
open market in June

Al Baraka declares US$32.8 
million cash dividends to 
shareholders for the year 2014

Saudi Automotive 
Services secures 
SAR550.94 million 
(US$146.87 million) 
Islamic fi nancing facility 
from Banque Saudi Fransi

Global Investment House 
submits application to relist 
its shares on the Kuwait 
Stock Exchange

Kuwaiti Capital Markets 
Authority to separate the 
sett lement of trades from 
its central depository and 
to launch bank for cash 
sett lement

National Bank of Oman 
seeks to acquire United 
Finance Company

 Al Salam Bank-Bahrain 
sees slight drop in fi rst 
quarter profi t to BHD3.91 
million (US$10.3 million)

EIIB-Rasmala to invest 
US$1 billion in broad mix of 
property deals

QInvest wraps up fi rst 
quarter with 57% growth in 
net profi t

Jordan Islamic Bank 
to continue growth 
momentum by focusing on 
SME fi nancing this year 

Abu Dhabi Islamic Bank 
rounds up fi rst quarter with 
higher net profi t

Finance House sees Islamic 
fi nancing income soar in the 
fi rst quarter

TAKAFUL
Takaful Insurance 
Company commences 
operations in Puntland

Etiqa Insurance & Takaful 
eyes Indonesian and 
Filipino market

RATINGS
 RAM upgrades outlook on 
Tranches A2, A3 and A4 of 
Menara ABS’s RM1 billion 
(US$281.59 million) Sukuk 
Ijarah to stable

Grand Sepadu’s proposed 
Sukuk Murabahah receives 
‘AA-IS’ rating

Solid and stable growth 
support Bangladesh’s ‘Ba3’ 
credit rating

Islamic International 
Rating Agency accords 
aafaq Islamic Finance 
national scale ratings of ‘A-/
A2’ 

RAM upgrades Thailand’s 
outlook to stable from 
negative; country well 
placed among ASEAN 
peers

MOVES
Fatima Qasima becomes 
Aseel Islamic Finance’s 
new CEO

Malaysian central bank 
appoints Mohd Adhari 
Belal Din as assistant 
governor and seconds 
Marzunisham Omar to the 
IMF

Allen & Overy announces 
33 counsel promotions 
across 15 global offi  ces

National Takaful 
Company’s CEO resigns
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active and innovative steps to address it. 
Last month prime minister Najib Razak 
announced an Islamic investment option 
for the US$160 billion state pension 
fund, the Employee’s Provident Fund 
(EPF), which is set to make it the biggest 
Shariah compliant fund of its kind in 

the world by 2017. The fund already 
invests around 30% of its portfolio in 
Shariah compliant instruments, and 
has been working on the creation of a 
state-backed fund focusing 100% on 
Islamic investments since 2014. Malaysia 
implemented a wide range of pension 
reforms in 2012 including a liberalization 
of the market and the introduction of a 
voluntary Private Retirement Scheme 
(PRS) off ering 30 funds including six 
Islamic investment options, which 
accounted for around 29% of total PRS 
assets as of December 2014. 

With the government expecting the 
moves to create a private pensions sector 
of around RM73 billion (US$20.3 billion) 
by 2020, the strong support of both public 
and private Shariah compliant pensions 
development is not only ensuring post-
retirement provision for Muslims but 
also providing a signifi cant boost for the 
Islamic capital markets. With billions 
of dollars expected to fl ow 
into the Islamic asset 
management industry 
and with institutional 
Islamic investment 
expected to surge, 
Najib also confi rmed 
that the Securities 
Commission is 
currently in the 
process of developing 
a blueprint for 
Malaysia’s Shariah 
compliant funds 

sector and wealth management industry 
to chart its strategic direction. 

Indonesian innovation
Indonesia, another country that is 
seeking to boost its Islamic fi nance 
industry and which is concerned over 
retirement provision, recently also took a 
landmark step in the fi eld of institutional 
involvement — with the announcement 
this week of a joint venture between 
the IDB and state-owned Pertamina 
Pension Fund (a subsidiary of oil and gas 
company Pertamina) to establish a joint 
venture private equity fi rm supporting 
infrastructure development, with initial 
funds of US$1.93 million, additional 
investment from the UAE and Bahrain, 
and paid-up capital expected to reach 
US$200 million in the fi rst year. It is 
hoped that other state pension funds 
will eventually also join the fund, which 
could make a signifi cant impact on 
Islamic institutional investment. “We 

are actually hoping that large-size 
state pension funds, for instance 
Telkom Pension Fund and Bank 
Indonesia Pension Fund, can join 
the initiative,” said Helmi Kamal 
Lubis, CEO of the Pertamina fund, 
to the Jakarta Post this week. 

Turkey — private push
Turkey, another country struggling 
with a swing in demographic 

dynamics and with additional 
economic issues including a 
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high current account defi cit and a low 
savings rate, is another Muslim majority 
country that has made sweeping reforms 
transforming its pensions sector and 
encouraging Islamic participation. In 
2013, the country introduced a range of 
tax incentives designed to boost domestic 
savings; along with a revised pensions 
law under which the government 
contributes an amount equal to 25% 
of whatever the individual pays into a 
private pension scheme. Turkey currently 
has a private pension fund to GDP 
ratio of just 2%, according to PwC, but 
the new law has seen private pension 
forecasts explode — with assets expected 
to surge to US$138 billion by 2023 
from under US$10 billion in 2012. And 
because the new law allows participants 
to choose a Shariah compliant option 
for their investments, the reforms have 
also opened up the market to Islamic 
institutions — with banks such as 
Albaraka Turk and Kuveyt Turk entering 
into the fi eld. “The latest regulations 
made these [participation] banks’ 
entrance into the system att ractive,” said 
Osman Akyüz, the general secretary of 
the Turkey Participation Banks Union, at 
the launch of the reforms. 

Gulf growth
In comparison to this surge in support 
and innovation, the MENA region is on 
the back foot when it comes to pension 
provision — despite being in an even 
more concerning situation. In Saudi 
Arabia, for example, the old age ratio 
is expected to plummet from 22 in 2012 
to just fi ve in 2050. “The projection for 
an ageing population in the Arab world 
is alarming,” Milliman commented 
in last year’s Pension Takaful Report. 
“Its tsunami eff ect will be catastrophic 
because family or tribal support is 
disappearing.” 

The United Nations has recommended 
funded pension plans as a solution, 
but the region has been slow to take up 
this option. Pension assets in the GDP 
account for US$180 billion, just 6% of 
GDP (compared to over 100% of GDP 
for most developed markets) and only 
a fraction more than the assets handled 
by Malaysia’s state pension fund alone. 
However, the growth potential is 
enormous. PwC predicts that pension 
fund assets in the MENA region could 
grow by 8.8% per year reaching US$5 

trillion by 2020 (from US$2.4 trillion 
in 2012) — compared to global growth 
of 6.6%. Estimates also suggest that if 
institutional pension fund investors 
allocated even 20% of their current 
portfolios towards Islamic investments, 
the sector could see infl ows of over 
US$36 billion. 

A public problem
On the state side, many GCC nationals 
are employed by government 
institutions, and as such are covered 
by the generous social insurance 
organization schemes from institutions 
such as Saudi Arabia’s Public 
Pension Agency, which off er a fi nal 
salary defi ned benefi t state pension 
arrangement, to which both the 
employee and employer contribute. 
However, experts warn that due to a 
misalignment between benefi ts and 
contributions, some state 
pension funds are actually 
at risk of turning 
negative, as benefi ts 
eat into investment 
income, forcing 
pension funds to seek 
higher returns. By 
2024, for example, 
actuarial fi rm Muhanna 
& Co warn that the 
combined Omani 
government pension 
schemes could start 

depleting, as contributions plus the 
investment income are expected to be 
less than benefi ts expenditure, while the 
value of the pension fund could reduce 
to zero by 2036 unless sweeping changes 
are introduced. And while sovereign 
wealth funds could come to the rescue, 
the falling oil prices mean that their 
ability to do so may be limited. 

Richard Shediac from Booz & Co agrees 
that: “The existing pension systems 
are… inherently unstable. In the next 
25 to 40 years, they will be unable to 
meet their obligations unless there are 
changes to their current structure. GCC 
policymakers will need to undertake 
reforms that will make their pension 
systems sustainable for the long term.” 
Ultimately, responsibility needs to shift 
from the state to workers, and perhaps 
fund managers, in order to grow the 
independence of the private sector and 
reduce reliance on the government — 
especially in an era of falling oil prices, 
reduced government expenditure and 
rising budget defi cits. 

Expat options
While the GCC still has one of the 
fastest-growing populations in the 
world, forecast to rise by over a third 
to 53 million by 2020, expatriates 
remain a huge section of the workforce 
— accounting for almost 50% of the 
total regional population, according to 
Economist Intelligence Unit estimates, 
and with some countries (such as Qatar 
and the UAE) hosting a signifi cant 
expat majority. However, the generally 
generous GCC pension plans do not 
extend to expatriate workers, despite 
their considerable contribution to 
regional development. And this is 
likely to become a signifi cant issue — 
potentially impacting competitiveness 

in att racting international talent. 
“An expanding pool of skilled 

professionals from overseas 
will provide a diverse talent 

pool, which should help to 
stimulate further economic 
diversifi cation,” said the 
Economist Intelligence Unit in 
a 2014 report on ‘The GCC to 
2020: The Gulf and its People’. 
However, it warned that: “The 
treatment of foreign workers 
will become an increasingly 

Islamic pensions: An urgent opportunity
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important aspect of foreign relations 
with source countries.” 

The private sector has for some time 
now been developing its own initiatives 
that can provide pension provision. 
In 2013, for example, a subsidiary 
of the National Bank of Abu Dhabi 
launched its Today Wealth Builder, 
targeting companies employing high 
numbers of expats. Oman Insurance 
Company, another key regional player, 
this week also signed a major corporate 
pension plan with Aircrew Protection 
International, providing life insurance 
and investment plans for its 1,700 
member pilots. “The majority of UAE 
residents are inadequately prepared 
for life after work. We believe that 
investing for the future is one of the 
most important subjects for the coming 
years and it will have a profound impact 
in the regional economic development,” 
said CEO Patrick Choff el. 

A Shariah opportunity
One possibility that could benefi t the 
Islamic industry could come in the 

form of the end-of-service benefi t 
(EoSB) gratuity lump sum that all UAE 
companies have to provide to employees 
who have completed one or more years 
with the fi rm, and which increases 
based on the number of years of service. 
Most expatriate workers rely on this 
benefi t for their retirement provision, 
and as the majority of these schemes are 
un (or under) funded, this inevitably 
leaves them vulnerable to economic 
turbulence should the company they 
work for suff er bankruptcy or cash fl ow 
problems, and become unable to pay.

“To protect employees corporates really 
should be putt ing that money into a 
fund or an investment in order to protect 
and grow it,” said Khalid Howladar, 
the global head of Islamic fi nance for 
Moody’s Investor Services, to IFN. “Aside 
from the employee protection benefi ts… 
funding such pensions could be a game-
changer on the demand side. If there was 
legislation across the country to say that 
every corporate had to do this (although 
you can imagine every fi rm would 
be pushing back because this is free 

working capital for them) — you would 
suddenly create a huge funds market, 
with billions and billions of dollars 
needing investment into safe or relatively 
low risk instruments. Given that there is 
no pension market here, this would be a 
signifi cant infl uence on the market.” 

But at a broader level, in order to keep 
up with the rest of the Muslim world the 
GCC region urgently needs to 
implement new solutions across both 
the public and private sectors. Some 
steps are already being taken — for 
example, the Dubai Department of 
Economic Development is reportedly in 
talks with the World Bank to implement 
a mandatory pension scheme for 
employees (such as expatriates) not 
currently covered. With countries such 
as Malaysia, Turkey and Indonesia 
surging ahead in their pension reforms 
and positively promoting Shariah 
compliant investment, the future looks 
bright for the Islamic institutional sector. 
If the GCC does not want to be left 
behind, the time to act is now.

Islamic pensions: An urgent opportunity
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The Indonesian religious aff airs 
ministry is estimated to hold over US$5 
billion in Hajj funds from pilgrims 
hoping to join the 12-year waiting list 
to make their journey. Yet currently, 
this money is spread over the banking 
industry in fragments and not yet 
directed towards supporting the Shariah 
compliant sector specifi cally. LAUREN 
MCAUGHTRY asks what impact a 
more focused approach could have on 
Indonesia’s Islamic banking industry. 

The country hopes to follow Malaysia’s 
example, using the liquid pool of 
religious deposits to boost both its 
Shariah compliant banks and its Islamic 
capital markets. Malaysia set up the 
world’s fi rst professional Hajj fund 
in 1963, contributing signifi cantly to 
the support and development of its 
Islamic fi nancial market. The fund is a 
cornerstone IPO investor supporting the 
development of the Malaysian corporate 
market, along with investing in equities, 
fi xed income, money market and other 
fi nancial instruments; and is also an 
active property investor with interests 
in Malaysia, Saudi Arabia and Australia 
— and recently stepped up its activity 
in the UK with a number of strategic 
investments assisted by UK Islamic 
bank Gatehouse. Standing at a depositor 
fund size of approximately RM43 billion 
(US$11.9 billion), in 2014 it distributed 
a depositor’s bonus of 6.25% plus an 
additional 2% Hajj bonus, amounting to 
RM3.2 billion (US$891,166,000). 

The Indonesian fund, in comparison, has 
historically placed most of its funds into 
bank deposits with just 2-3% directed 
towards active investment — and these 
funds are dispersed across the fi nancial 
system, with no recorded directive 
towards any particular institution. In 
2013, Indonesia announced plans to 
shift around US$1 billion of Hajj savings 
into Islamic lenders within a year, 
although there is limited information 
demonstrating how successfully this 
program was completed. 

“Hajj pilgrimage funds are deposited in 
conventional and Shariah institutions, 
not one single Hajj body,” explained 
Hanim Hamzah, partner with ZICOlaw 
in Indonesia, to IFN. “So there is not a 
huge bank of funds in any one institution 
that can be used to pump into the capital 
market the way that Malaysia did, for 
example, to fund the Sukuk sector.”

However, the country is now focusing on 
using the Hajj funds to boost its capital 
markets. The government has started 
to use the fund to buy more sovereign 
Sukuk issued by the government, both 
in order to boost demand and to reduce 
sovereign exposure to foreign investors. 
Anggito Abimanyu, the director-general 
of the Hajj and Umrah Ministry of 
Religious Aff airs, told the FT that the 
government had in fact started using 
the fund to buy tradable Sukuk as 
long ago as 2013. However, new plans 
are now afoot to both streamline and 
professionalize the fund — which is 
expected to triple in size to more than 
US$15 billion over the next decade — as 
well as use it to stimulate liquidity in the 
Sukuk market and encourage private 
sector participation. 

Looking ahead
A new Hajj fi nancial management agency 
is now in the process of being created, 
which will eventually take control of the 
Hajj funds away from the religious aff airs 
ministry. The body will have signifi cantly 
more independence and is designed to 
operate in a similar way to Malaysia’s 
Tabung Haji: able to invest in a far wider 
range of products and, crucially, able to 
att ract its own private sector talent. 

The new regulation for the Hajj Fund 
Management Body, announced by 
religious aff airs minister Lukman Hakin 
Saifuddin earlier this year, is currently 
being prepared by the religious aff airs 
authority who have eight months left 
to complete the details, following the 
passing of Law No.34/2014 by the house 
of representatives last year. The ministry 

is expected to announce an election 
committ ee in the near future to fi ll 
positions in the new Hajj Management 
Body, which has big plans not only to 
change the fund’s investment strategy 
but to improve and increase services for 
its pilgrims — including rumors of the 
lease or purchase of an Airbus A380 to 
transport them to Saudi Arabia. 

It is hoped that the new move will prove 
to be a shot in the arm for the Indonesian 
Islamic fi nance industry, doing for its 
own sector what Malaysia succeeded 
in achieving with Tabung Haji. “On 
the capital markets side the problem is 
the depth of market,” agreed Hanim. 
“Government funds such as social 
security (EPF), Hajj pilgrimage funds 
and other institutional funds will help to 
signifi cantly deepen the capital markets.” 

With a population of over 250 million 
potential pilgrims in Indonesia and a 
booming economy driving up disposable 
income and increasing the pool able to 
aff ord the journey (which has a waiting 
list of two million Indonesians and a 
waiting time of around 20 years), the 
potential is enormous. Indonesia, which 
already has the largest quota for Hajj 
at around 200,000, last year called for 
an increase in its quota. Lukman has 
also suggested a method of trading 
international allocations between 
countries, similar to the current system 
of carbon credits, which could be a 
fascinating addition to the Islamic capital 
markets. 

It is a space well worth watching, as 2015 
develops.

Hajj boost for Indonesia
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The Islamic reinsurance sector is a 
segment that has often been overlooked 
by the Shariah compliant industry. On 
the basis of the principle of Darurah, 
Takaful products are largely reinsurance 
by conventional reinsurance providers. 
Many have argued and called on 
the market to realign their methods 
and move away from the reliance on 
conventional peers. Over the past few 
months, several initiatives have been 
undertaken to gradually overcome 
this predicament. With new players 
expected to join the fray, NABILAH 
ANNUAR brings an overview of the 
current progress of re-Takaful in Islamic 
fi nance.

Practicing a unique cooperative model, 
Saudi Arabia is undoubtedly the world’s 
largest Takaful market. The Kingdom 
boasts 37 licensed insurance and 
reinsurance companies and 76 brokers 
and 76 insurance agencies, and has 
performed relatively well as an industry. 
Registering US$8.1 billion in premiums 
last year, Saudi Arabia is not only the 
largest insurance market in the GCC but 
also the region’s second-fastest growing 
insurance market in 2014, with an eight-

year compound annual growth rate of 
20.3%. However, despite the phenomenal 
growth of the industry, Saudi Arabia 
remains a severely underserved and 
highly concentrated market. At 1.1%, 
the insurance penetration level of the 
Kingdom is the lowest as compared to 
regional peers. Nevertheless, industry 
players are optimistic that the market 
would be more inclusive of other 
products including life and non-life 
insurance in the coming years buoyed by 
the increasing wealth of the population 
and greater market awareness.

Moving to another industry 
heavyweight, Malaysia is expected 
to witness Malaysian Reinsurance 
(Malaysian Re), a wholly-owned entity 
by investment holding company MNRB 
Holdings, establish a re-Takaful arm to 
conduct General and Family re-Takaful 
business. Following the approval of the 
central bank, MNRB plans to conduct an 
internal restructuring exercise for its re-
Takaful operation. Separately, as part of 
the fi rm’s new strategy for its reinsurance 
business, MNRB Holdings, which is 
also the parent company of Takaful 
Ikhlas, MNRB Retakaful and Malaysian 

RE (Dubai), is looking to increase its 
overseas portfolio to 50% of its entire 
portfolio, from its current 40%. 

One of the highlights of the Takaful and 
re-Takaful sector is the potential entrance 
by Lloyd’s of London into the Malaysian 
Takaful scene. The UK-based entity plans 
to penetrate the global Takaful market 
in a bid to strengthen its push into 
emerging markets, reported Reuters. The 
fi rm is reportedly in talks with regulators 
to set up offi  ces in Malaysia. Lloyd’s in 
April fi rst launched its Islamic product 
via a collaboration with XL Group and 
Cobalt Underwriting. The cover is an 
equine product which responds to 
named perils, mortality, theft, infertility 
and permanent disability, among other 
risks. According to XL, the need for 
Shariah compliant equine insurance 
coverage has never been greater as horses 
are frequently moved around the globe 
participating in a full calendar of events. 
Many of these horses are highly prized, 
crowd-drawing Arabian stallions coming 
from long and distinctive bloodlines.

In the GCC, the overcapacity in the 
region’s reinsurance market, which has 
led to a further softening of reinsurance 
rates, will continue to add pressure 
to Gulf reinsurers’ fi nancial profi les. 
Moody’s expects these trends to continue 
in the coming years, absent signifi cant 
deteriorations in underwriting loss ratios. 
The Takaful sector in the UAE (according 
to S&P) displayed improvement in net 
earnings, with profi ts of AED74 million 
(US$20.15 million) in 2014 against losses 
of AED97 million (US$26.41 million) in 
2013. The sector’s return on equity was 
up at 3.9% compared to -5.1% in 2013. 
Of the seven Takaful companies, fi ve 
recorded net profi ts in 2014, compared 
with only three in 2013. Dubai’s 
EmiratesRE reportedly aims to conduct a 
capital increase next year to add new re-
Takaful lines, according to Reuters. New 
York-based asset manager, PineBridge 
Investments was also reported to explore 
the prospects of sett ing up a re-Takaful 
fi rm in Dubai.

It is a well-known fact that there is a 
dearth in the re-Takaful sector. Takaful 
providers have for a long time struggled 
with the lack of Shariah compliant 
reinsurance capacity to help manage 
excess risk. Perhaps, as the segment picks 
up pace and potential new members, this 
inadequacy could be mitigated.

Re-Takaful: Reinventing itself
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The global primary Sukuk market 
may have been on an upward 
trajectory in terms of new issuances 
in the fi rst quarter of 2015, however, 
Malaysia seems to buck the trend 
with a slowdown in sovereign Islamic 
off erings. VINEETA TAN takes a look at 
the numbers.

Analyzing data provided by RAM 
Ratings, the year started off  slow as no 
Islamic papers were issued by the central 
bank, Bank Negara Malaysia (BNM); 
while quasi-sovereign off erings remained 
stagnant year-on-year at RM300 million 
(US$83.41 million). Government 
securities did, however, inch up by 
RM400 million (US$111.21 million) to 
RM4.1 billion (US$1.14 billion). Moving 
into the second month, except for 
government securities which was up to 
RM12.2 billion (US$3.39 billion) from 
RM10.8 billion (US$3 billion) the same 
period in 2014, quasi off erings plunged 
further year-on-year as the numbers 
hit RM800 million (US$222.42 million) 
against RM2.8 billion (US$778.47 million) 
while BNM securities remained a dismal 
0 against RM22 billion (US$6.12 billion). 
For the fi rst quarter of the year, it seems 
that the apex bank took a pause from 
issuing new papers (both Islamic and 
conventional) as year-to-date gross 
issuance fell 61.7%; neither Islamic nor 
conventional papers were sold during the 
month of March.

The Malaysian government maintained 
its positive issuance momentum in 
March 2015 albeit less boisterous with 
RM13.8 billion (US$3.84 billion)-worth of 
gross Islamic off erings, marginally higher 
than the RM13.4 billion (US$3.73 billion) 
issued the corresponding period last 
year while quasi papers took a tumble to 
RM2.8 billion (US$778.47 million) from 
RM8.8 billion (US$2.45 billion).

It is noteworthy to mention that despite 
the hiatus from BNM, the demand for 
government papers is strong, especially 
for Islamic facilities as evident by the 
high bid-to-cover ratio of 3.43 times 
garnered by Shariah compliant papers 
in the month of March; conventional 
programs on the other hand saw bid-to-
cover ratio drop below January’s average 
of 2.48 times.

“The returning appetite for government 
papers is refl ected in the strong bid-to-
cover ratio, consistent with the increased 
foreign ownership of government debt 
securities,” noted RAM in a report. 
And the appeal of Islamic government 
securities are anticipated to increase 
with the inclusion of listed Malaysian 
Islamic facilities on the Barclays Global 
Aggregate Index. “At the moment, the 
yield of Islamic government securities 
holds an average premium of 19bps over 
conventional Malaysian government 
securities at the long end of the maturity 

spectrum. This move could render 
the pricing of Islamic papers more 
competitive in the long run,” opined the 
rating agency.

This downward pressure on the level 
of Islamic debt issuance is also refl ected 
in the private space. In January, gross 
issuance of Islamic private debt securities 
(PDS) clocked in at RM1.5 billion 
(US$417.04 million) against RM5.6 billion 
(US$1.56 billion) the year before. This, 
however, was att ributed to the high base 
eff ects brought on by Tenaga Nasional’s 
large RM3.66 billion (US$1 billion) 
Sukuk as well as Bright Focus’s RM1.35 
billion (US$375.33 million) Musharakah 
program. Both conventional and Islamic 
PDS off erings took a beating in February 
with the Islamic portion shrinking more 
than half from RM7.7 billion (US$2.14 
billion) to RM2.1 billion (US$583.85 
million). High base eff ects aside, the 
continuous drop is also due to weaker 
market sentiments on the back of softer 
global oil prices and rising geopolitical 
tension among others. 

While we saw more Islamic PDS being 
issued in the last month of the fi rst 
quarter, at RM5.3 billion (US$1.47 
billion), the value of gross issuance did 
not reach the RM11.5 billion (US$3.2 
billion) recorded the same period in 2014; 
and this trend is expected to continue in 
the next few months.

Malaysian Sukuk market — a slow irst quarter

Following its benchmark international 
Sukuk off ering last year, and two other 
US dollar Islamic issuance in 2011 and 
2010 respectively, Kuveyt Turk Katilim 
Bankasi — a subsidiary of Kuwait 
Finance House (KFH) — has once again 
tapped the Islamic capital markets but 
this time in Malaysia. VINEETA TAN 
has the story.

The participation bank’s latest fi ve-
year Sukuk deal raised RM300 million 
(US$84.29 million) and forms the 
inaugural tranche of the bank’s RM2 
billion (US$561.94 million) Islamic bond 
program in Malaysia. According to 
Emad Al Monayea, the CEO and board 
director of KFH Investment Company, 

the transaction is the lowest-cost ringgit 
Sukuk realized by a Turkish company 
and is also the fi rst asset-backed Islamic 
bond from a Turkish issuer to be traded 
in the secondary markets on an interest-
free basis in Malaysia. 

Given Malaysia’s standing as the world’s 
largest Sukuk market which boasts 
a conducive regulatory and taxation 
environment, it is no surprise that 
foreign issuers are gravitating towards 
the Southeast Asian nation in their 
eff orts to diversify their funding. This 
is further buoyed by the strong demand 
for ringgit debt by domestic investors. 
Turkey in particular broke into the 
Malaysian market when Turkiye Finans 

established a RM3 billion (US$842.9 
million) Sukuk program under which it 
sold its fi rst tranche of RM800 million 
(US$224.7 million) last year (see Case 
Study Vol 11 Issue 43: ‘Turkiye Finans’s 
Malaysian Sukuk debut’).

Paying a yearly yield of 5.8%, Kuveyt 
Turk’s debut Malaysian facility 
eff ectively lowers the bank’s funding 
costs in US dollars to 4.4% as ringgit 
raised are swapped into US dollars on 
the day the Sukuk is issued; and will be 
used for foreign trade and fi nancial 
leasing activities along with other 
funding needs.

Kuveyt Turk diversi ies funding base; breaks into Malaysian 
Sukuk market
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What’s been going on in the world this 
week? LAUREN MCAUGHTRY brings 
you an update 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.

• US economic data picks up — labor 
market improves and private sector 
pay rises the fastest since 2008 (2.8% 
in the fi rst quarter). 

• However, the US dollar continues to 
struggle, with a weak fi rst quarter 
GDP announcement this week — 
Wall Street continues to fall and 
markets remain under pressure. 

• The Church of England (one of the 
wealthiest religious institutions in 
the world, according to the FT) has 
blacklisted investments in fossil fuels 
including coal and tar sands, in order 
to send a message about climate 
change. Could this be the start of a 
trend — and with the fi rm ethical 
principles of the Shariah but the 
heavy reliance on fossil fuels in many 
Muslim nations — could/would/
should Islamic institutions ever 
follow suit?

• Saudi Arabia’s foreign reserves 
dropped by US$36 billion to just 
US$708 billion over the past two 
months — a 5% fall and the fastest 
rate on record. Its budget defi cit is 
estimated to reach US$100 billion this 
year, and the IMF recently warned 
Gulf states to cut spending and 
preserve national reserves. 

• Investors and fund managers 
are going heavy on cash, with 
signifi cantly overweight allocations 
in their portfolios, as the world waits 
for the US interest rate to rise and 
the bott om to fall out of the markets 
— stock and bond markets are at a 
12-year high, according to Bank of 
America Merrill Lynch. Many fund 
managers are now holding off  and 
sitt ing on cash waiting for valuations 
to fall in the major equity sell-off  that 
is expected with a Fed hike. 

• Thailand relaxed its capital controls 
yesterday in a bid to boost its fl agging 
economy, according to the FT. The 
measures include increased limits on 
cross-border transactions and 
increases in overseas property 

allowances for Thai citizens; and 
followed a cut in interest rates and a 

scaled-back growth forecast for the 
former ASEAN economic leader.

IFN Global Trendswatch 
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This week, IFN shines the spotlight on 
one of UAE’s pioneering independent 
fi nance company, Finance House. 
VINEETA TAN explores the fi rm’s 
promising Islamic fi nance business.

Established in 2004, Finance House 
off ers a diverse range of services and 
products spanning across the spectrum 
of commercial and corporate fi nance, 
retail fi nance as well as treasury and 
investments in both the Islamic and 
conventional space. The fi rm extends 
Shariah compliant products via its 
affi  liate Islamic Finance House (IFH) and 
has seen contributions from its Islamic 
business rise steadily.

In the fi rst three months of 2015, Finance 
House recorded an astounding 47.6% 
surge in net interest income and income 
from Islamic fi nancing and investing 
assets buoyed by signifi cant growth in 
its fi nancing books and fi xed income 
securities portfolio. In the same period 
net fi nancing and advances (including 
Islamic fi nancing and investing assets) 

climbed 20.87% year-on-year to reach 
AED1.99 billion (US$547.78 million). 

And it looks as if the fi rm’s Islamic 
business will continue to ride an upward 
trajectory as IFH plans to widen the 
range of services it off ers as well as 
expand its client base. Last year, IFH 
rolled out an SME fi nancing product, 
known as Islamic Business Finance, and 
is considering further expansion as it 
seeks to boost its presence in the UAE.

IFH’s commitment to Islamic fi nance 
is also refl ected in its parent company, 
Finance House, despite the fact that the 
latt er owns less than 50% of IFH’s shares. 
Nonetheless, at 47.83%, Finance House — 
which achieved a capital adequacy ratio 
of 19.6% as at the end of the fi rst quarter 
— is a major shareholder with a strong 
propensity for Shariah fi nance, evident 
by the company’s decision to raise capital 
Islamically.

“Notwithstanding this comfortable 
capital adequacy position, we are in the 

fi nal stages of bolstering our capital even 
further through the issuance of AED300 
million (US$81.67 million) Tier 1 
perpetual Sukuk, which has recently 
been approved by the shareholders and 
the concerned regulators,” confi rmed 
Mohammed Abdulla Alqubaisi, the 
chairman of Finance House. Abdulla said 
in a statement that the augmented capital 
base is to support the fi rm’s aggressive 
growth plans over the next three to fi ve 
years.

Company Focus: Finance House

Revealing to IFN earlier this year of 
potential Shariah compliant aviation 
deals with regional carriers in Africa 
and the GCC, it has been confi rmed 
that Bahraini Islamic fi nancier Ibdar 
Bank has concluded an aircraft leasing 
transaction with an Abu Dhabi charter 
airline. VINEETA TAN reports.

Executed under a joint venture with 
Dubai-based Palma Holding, this 
latest deal saw the acquisition of three 
Bombardier Q400 NextGen aircraft to be 
leased to Falcon Aviation Services on a 
Shariah compliant basis. 

Rapidly growing in appeal, the aviation 
sector is an area that is increasingly 
gaining traction among Shariah-seeking 

investors looking to diversify their 
portfolio. While Sukuk are a popular 
Islamic funding option within the 
aviation community with names such 
as Emirates Airlines, AirAsia and 
fl ydubai tapping the market, Shariah 
compliant leasing is also rising in profi le 
as big players make their move into the 
segment. 

Last year, Airbus and the IDB launched 
an Islamic aircraft leasing fund (worth 
US$2 billion) to meet the growing 
commercial demand in the Middle East, 
Asia and Africa. Completing its fi rst 
acquisition in January, International 
Airfi nance Corporation (the manager 
of the fund) previously confi rmed to 
IFN that the fund is on track to hitt ing 
its US$5 billion target bolstered by 
overwhelming demand (See IFN Report 
Vol 12 Issue 04: ‘IAFC’s inaugural 
acquisition, a milestone for Shariah 
compliant aviation fi nancing’).

In a span of nine months, both Palma and 
Ibdar completed two other Ijarah aircraft 
transactions each with Ethiopian Airlines 
and RwandAir (See Case Study Vol 12 
Issue 04: ‘Ethiopian Airlines: First Islamic 

fi nancing in Africa’s aviation industry’), 
adding eight aircraft to their portfolio; 
and the joint venture confi rms that more 
deals are in the pipeline.

“With other transactions approaching 
completion, we look forward to making 
further announcements regarding 
the addition of more aircraft to our 
expanding portfolio in the near future,” 
said Moulay Omar Alaoui, the president 
of Palma Holding, in a statement to IFN.

The demand for this asset class is high 
not only because it provides Islamic 
investors with an opportunity to move 
beyond real estate in search of asset-
backed yielding instruments but also 
because there is signifi cant growth 
potential of the sector itself. According to 
Boeing estimates, over 2,600 new aircraft, 
worth approximately US$550 billion, 
could be required over the next two 
decades by Middle Eastern carriers alone. 
More signifi cantly, more than half of that 
demand would be driven by expansion 
rather than replacement — signalling 
tremendous potential for Islamic fi nance 
to step in.

Aviation industry leans towards Islamic inance
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As the year progresses, one cannot 
help but ask how the industry is really 
doing. In order to gain a stronger 
foothold in our niche sett ing, some 
jurisdictions have been rumored to 
explore options such as eliminating 
Islamic windows, following in the 
footsteps of Qatar. This week IFN asks 
if it is something feasible altogether 
or if its success is contingent on 
the particular country’s fi nancial 
landscape. NABILAH ANNUAR 
writes.

The Qatar Central Bank in 2011 
issued a directive imposing a ban on 
all Islamic windows in the country. 
Conventional banks would no longer 
be allowed to run Islamic windows as 
such Shariah compliant services would 
only be off ered by separate, dedicated 
institutions. In a move to ensure the 
purity of Islamic fi nance, by removing 
any possibility that Islamic loans and 
deposits could mingle with conventional 
funds bearing interest, Qatar’s decision 
has come under critical scrutiny by the 
Islamic fi nance community.

Prior to the ban, Islamic windows 
were reported (according to the IMF) 
to have captured a signifi cant amount 
of business in Qatar; accounting for 
QAR54.6 billion (US$14.99 billion) or 
31% of all Islamic banking assets in the 
country in 2010. Combined assets at all 
banks, conventional and Islamic, totaled 
at QAR572 billion (US$157.03 billion). 
The new directive was expected to 
negatively impact the country’s Islamic 
banking sector and Qatar’s fi nancial 
landscape as a whole. 

Contrary to market perceptions, strong 
government support has led to a 
positive impact for Qatari Islamic banks, 
which made signifi cant gains in their 
market share and have outpaced their 
conventional counterparts in terms of 
growth. The Arab state currently has 
fi ve fully-fl edged Islamic banks: Qatar 
Islamic Bank, Masraf Al Rayan, Qatar 
International Islamic Bank, Qatar First 
Bank and Barwa Bank. 

Commenting on this, Amjad Hussain, a 
partner at K&L Gates said: “Based upon 
the successful fi nancial performance 
of Islamic banks in Qatar since the 
announcement made by the Qatar 
Central Bank, it is clear that the closure 
of Islamic windows has been a good 
move for the Islamic fi nance industry 
in Qatar.” According to him, the share 

of the domestic market held by Islamic 
banks has now grown to around 25% of 
the total market.

Expected to continue gaining market 
share and become the third-largest 
banking system in terms of assets in 
the Gulf region, the Qatari Islamic 
banking market has only improved since 
its elimination of Shariah compliant 
windows. The IFN poll results this week 
portrayed a rather cautious take on this 
particular regime: 47% believed that 
the system works, 47% opined that it 
would work depending on the country 
it is implemented in and 6% completely 
negated the entire idea. 

Based on the majority view, one can 
conclude that eliminating Islamic 
windows would work in a fi nancial 
sett ing that is similar to Qatar’s. 
Testament to the workability of the 
system, Islamic banks in the country 
have had a good track record over the 
past few years with all fi ve making 
profi t in 2014.

IFN Weekly Poll: Three years on from Qatar’s 
ruling eliminating Islamic ‘windows’, do you 
think this system works?
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VINEETA TAN brings you a sneak 
peek into Pakistan’s newly proposed 
Modaraba regulations.

Following a slew of new Shariah 
fi nance-related rules issued by the 
Securities and Exchange Commission of 
Pakistan (SECP) as it seeks to bolster its 
(non-banking) Islamic fi nance industry 
under its new leader and recently 
inaugurated dedicated Islamic Finance 
Department (IFD), the regulator has 

released draft regulations on Modaraba.
Covering various aspects of the 
segment, the Modaraba Regulations 
2015 outline the criteria for the issuance 
of certifi cate of investments, dictate the 
level of exposures a Modaraba may 
undertake, as well as specify Shariah 
compliance requirements among others. 

Under the proposed rules, for a 
Modaraba to be eligible to issue 
investment certifi cates it has to obtain 
a minimum credit rating of ‘A-’ and be 
in operation for at least three years, 
while making profi ts in the last two 
years. A Modaraba is also not allowed 
to invest more than 5% of its (or 
investee company’s) paid-up capital in a 
particular institution’s equities.

The upcoming Modaraba rules form 
a part of SECP’s larger Islamic capital 
market roadmap which apart from the 
centralization of Shariah capital market 
activities, also intends to introduce 
uniformed regulation for Modaraba, 
Takaful, Islamic mutual funds, real 
estate investment trusts and other non-
banking Shariah fi nance companies. 

Last month, the IFD confi rmed with IFN 
that the new roadmap is expected to 
be launched within three months (See 
IFN Report Vol 12 Issue 14: ‘Emulating 
the Malaysian success story — Pakistan 
surges forward’).

Within the non-banking fi nance 
universe, the Islamic capital markets 
and Modaraba segment are a priority for 
regulator. 

In March, the SECP published long-
awaited Sukuk rules 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’. Issuers must also maintain 
Shariah compliance in its principal 
business during the entire tenor of the 
Sukuk program.

The Modaraba Regulations 2015 are 
expected to be implemented following 
consultation with the public which is 
due to close on the 8th May 2015.

Pakistan enhances Modaraba infrastructure with new rules

When the UK followed through with 
its promise of delivering a sovereign 
Sukuk issuance, London eff ectively 
secured a name for itself within the 
Shariah compliant fi nancial community 
as a serious and formidable contender 
giving other established players a run 
for their money as the world’s leading 
Islamic fi nance hub. Venturing into the 
Islamic capital universe and with fi rm 
roots in the asset management space, 
VINEETA TAN writes how the country 
is relentless in its Islamic fi nance 
pursuit as it now anchors itself in the 
Takaful landscape with the launching 
of an offi  cial Shariah compliant 
insurance body.

Inaugurated recently by the Lord 
Mayor of London Alan Yarrow and 
Chris Cummings, CEO of CityUK, the 
Islamic Insurance Association of London 
(IIAL) is established to support Takaful 
insurers and reinsurers in the UK by 
providing its members with a platform 
to expand their network as well as to 

create an avenue for market players to 
put forward and into motion initiatives 
to develop the segment further. The IIAL 
also intends to leverage from its position 
and network to not only push and 
develop principles for Shariah compliant 
commercial re/insurance operations, 
but to also lay the groundwork for an 
international standard for the Takaful 
industry.

The Islamic insurance market of the UK 
is relatively small; however, the nascent 
sector has been gaining pace in recent 
times with the likes of Cobalt 
Underwriting, XL Group and more 
recently Lloyd’s, rolling out Takaful 
products into the domestic market. “The 
formation of the IIAL is a tangible sign 
that London has recognized it has to 
play a role in the development of 
insurance solutions to the Islamic 
world,” said Max Taylor, the chairman 
of the association. Explaining in a 
statement that London’s conducive and 
non-discriminatory regulatory 
environment levels the playing fi eld for 
Takaful, Taylor further expounded: “To 
be in a position [to] make the most of 
opportunities London needs to engage 
with Islamic businesses and markets. 
The IIAL allows those in the London 
market to speak with a single voice and 
our message is that we are serious about 
the development of the Islamic 
insurance industry.”

London eyes holistic Islamic inance growth 
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In the past week, markets have 
witnessed new developments 
pertaining to Indonesia’s sovereign 
Sukuk plans as well as Egypt’s 
debut issuance. As usual, NABILAH 
ANNUAR keeps abreast of the latest 
developments in the sovereign Sukuk 
arena.

Indonesia last week according to a 
statement by the fi nance ministry 
announced that it will hold a Sukuk 
auction on the 5th May 2015 at an 
indicative target of IDR2 trillion (US$154 
million). In Asia, the market still awaits 
further developments from sovereigns 
which have announced intentions to 
tap the Sukuk market. They include: 
Kazakhstan, Turkey, Bangladesh, Hong 
Kong and Ningxia Hui Autonomous 
Region in China.

Over in Africa, the Egyptian fi nance 
minister recently affi  rmed that the 
country targets to issue Sukuk at 
the beginning of the 2015/2016 fi scal 

year, according to Reuters. Based on 
the Ijarah structure, the ministry has 
completed amendments to the Sukuk 
law and a draft has been sent to the IDB 
for the opinion of the Shariah board. 
Several African peers have also come 
to the market with Sukuk aspirations; 
the industry is yet to receive issuances 
from: Ivory Coast, Kenya, South Africa, 
Senegal, Niger and Tunisia. 

In the Middle East, Jordan and Oman 
are both looking to debut its Sukuk 
off erings as a means to absorb excess 
liquidity and plug budget defi cits. The 
UAE on the other hand is working 
towards issuing the world’s fi rst Sukuk 
aimed at fi nancing green energy projects 
this year.

European player Luxembourg has 
declared that the country is open to the 
idea of making more sovereign issues 
after conducting its maiden Sukuk last 
September. Its fi nance minister told IFN 
last year that authorities are working 

towards developing a new structure for 
future Sukuk utilizing investment funds 
instead of real estate assets.

Total new Sukuk from GCC+7 issuers 
according to Fitch rose 13% year-on-year 
in the fi rst quarter of 2015 (1Q15). Total 
Sukuk and bond issuances in the 
particular period were up 47% from the 
fourth quarter last year (4Q14) when 
volumes were exceptionally weak, due 
to falling oil prices and rising 
geopolitical tension. According to the 
ratings agency, stability in oil prices 
enabled some new deals for 1Q15. 
Sukuk accounted for 26% of total new 
issuance, marginally down from 31% in 
4Q14. Loans (Islamic and conventional 
syndicated loans) in the GCC and 
Malaysia on the other hand, were down 
25% in 1Q15. However, the quarter-to-
quarter share of Islamic fi nance deals 
was up by 198% and accounted for 20% 
of total new loans, which came mainly 
from the GCC’s two largest economies 
— Saudi Arabia and the UAE.

Sovereign Sukuk: Egypt and Indonesia

Upcoming sovereign Sukuk

Country Amount Expected date

Kazakhstan TBA 2016

Turkey TRY1.5 billion TBA

Bangladesh TBA TBA

Hong Kong US$500 million to US$1 billion TBA

Ningxia Hui Autonomous Region US$1.5 billion TBA

Ivory Coast XOF300 billion 2015-20

Kenya TBA 2016

South Africa TBA 2016

Senegal TBA TBA

Niger XOF150 billion TBA

Tunisia US$500 million 2015

Jordan JOD564 million 2015

Oman OMR200 million 2015

UAE TBA 2015

Luxembourg TBA TBA

For more details. Contact us:
Tel: +603 2162 7800 Fax: +603 2162 7810 Emai: info@islamicfi nancetraining.com

Leaders in Financial, Technical and Product Training 
for the Islamic Financial Services Industry.

www.islamicfi nancetraining.com
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Legal and regulatory
Islamic banking and fi nancial services 
in Bosnia-Herzegovina are governed 
under the Law on Banks which does not 
recognize Shariah principles. Despite 
having amendments to the law proposed 
and passed in the Lower House of 
Parliament twice, the country still lacks 
an Islamic fi nance legislative framework 
because the proposals were blocked at 
the Upper House. 

Banking and inance
There is only one Islamic bank in Bosnia, 
Bosna Bank International (BBI) which 
opened doors in October 2000 with 
a share capital of BAM47.52 million 
(US$27.2 million). With the IDB (45.46%), 
Abu Dhabi Islamic Bank (27.27%) 
and Dubai Islamic Bank (27.27%) as 
founders/shareholders, the bank is 
Europe’s fi rst fully-fl edged Shariah 
bank. Two years following its launch, 
BBI secured a permit for domestic 
payment transactions from the Banking 
Agency of the Federation of Bosnia and 
Herzegovina as well as a license for 
deposit insurance. 

The compound annual growth rate 
(CAGR) of BBI’s total assets for the 
period 2007-12 was 24.2% and from 
March 2013 to March 2014, total assets 
of BBI increased by 34.4%. Deposits 
increased by 27.4% with total fi nancing 
growing by 23% and the bank holding a 
market share of 2.4%. The bank is very 
involved with the development of Islamic 
fi nance in Sarajevo and has provided 
scholarships for Islamic banking students 
studying the subject in the city. In 2013, 
BBI approved 20 new scholarships for 
Islamic banking students as well as 
providing the opportunity for Islamic 
fi nance students to actually experience 
working in the bank as part of their 
course of study. 

BBI
With a less than supportive government, 
the development of the Islamic fi nance 
industry lies largely on the shoulders 
of the country’s sole Islamic bank. BBI’s 

strategy mainly comprises of raising 
the level of awareness among the public 
through the media and also through 
formal education. 

To this end, the bank has established 
the BBI Academy and introduced a 
Master’s program at State University of 
Sarajevo (via the School of Economics 
and Business Sarajevo (SEBS)) in 2012. 
In 2013, SEBS partnered with UK-
based Center for Islamic Studies at 
the University of Bolton to launch the 
Center for Islamic Economics, Banking 
and Finance, with a Master’s program 
in Islamic fi nance off ered by the center 
as a collaboration between the two 
universities and BBI, which hosts 
students for a mandatory internship as 
partner of their degree. In June 2014, 
SEBS issued a call for the school’s fourth 
cohort of Islamic fi nance Master’s 
students; 50 of the course’s graduates 
have been employed by BBI and the 
university is currently also working on 
providing a PhD level course in Islamic 
fi nance in the future.

The bank also created the BBI VIP 
Business Club which is designed as a 
platform for businesses to expand their 
network with international investors 
and other market players in the Islamic 
fi nance space.

Promotion of Islamic inance
In April 2013, the Association of Islamic 
Economics, Banking and Finance was 
formed as a result of an Islamic fi nance 
conference in 2012. The association holds 
conferences (the most recent one held 

in November 2014) to not only promote 
the industry, but to also stimulate 
discussions among stakeholders and 
address pertinent issues to move the 
Islamic fi nance segment forward. 

Challenges and opportunities
As the single largest religious group in 
Bosnia and Herzegovina, the 40% 
Muslim population in the country makes 
a strong case for Islamic fi nance. 
However, the absence of a 
comprehensive Shariah fi nance and 
banking framework is a major hurdle. 
Although BBI is aggressively pushing to 
raise awareness on the industry and its 
Islamic fi nance education programs are 
att racting and churning out more Islamic 
fi nance professionals, however until the 
regulators share the same enthusiasm 
and lend the support the industry needs, 
growth for Islamic fi nance would remain 
limited if not diffi  cult.

IFN COUNTRY ANALYSIS
BOSNIA HERZEGOVINA

Islamic inance in Bosnia-Herzegovina — an 
uphill battle
With no proper regulations and only one dedicated Shariah bank, Bosnia-Herzegovina struggles to bring its 
Islamic banking and fi nance industry to the next level. VINEETA TAN casts an eye over the country’s fl edgling 
Islamic fi nance space.
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Challenges, opportunities 
and outlook
One of the major challenges faced by 
the trading and stockbroking fraternity 
is technological advancement. Coming 
into an era of ‘paperless’ transactions 
and online trading, the tasks and duties 
of brokers could possibly be reduced to 
a supervisory role. Investors are now 
able to trade online encouraged by 
incentives that include a cheaper cost 
and direct accessibility to stocks.

In the next couple of years, market 
sentiments point towards opening 
up the markets to international cross-
border investments. Regional initiatives 
are seen to take place across the GCC 
and ASEAN markets. Supplementary 
to these initiatives is the need for a 
common trading system, including 
a well-regulated environment to 
accommodate these developments. 
Industry players have also called for an 
integrated market such as the Euronext 
to facilitate market movement and 
generate high regional trading volumes.

To compete with its conventional 
counterparts, the proposition of Islamic 
stocks and trading must not only appeal 
to Shariah compliant investors, it must 
also be seen as att ractive to conventional 
investors. Market movers must be able 
to entice socially responsible investors 
to view Shariah compliant stocks as not 
only something that carries a religious 
stigma, but an untapped asset class of 
responsible investing.

Asia
Malaysia: Amanie Holdings entered 
into a non-binding lett er of intent 
with Australia’s Waratah Resources to 
form a joint venture for the purpose of 
funding the latt er’s commodity trading 
business. Developing its presence in 
the commodity trading space, Amanie 
will assist in the provision of the 
necessary fi nance and other commercial 
relationships that will allow Waratah to 
rapidly expand its trading business.

India: The Securities and Exchange 
Board of India in February proposed to 
permit trading in four new categories of 
debt including Sukuk. Foreign investors 
wanting to invest in a Shariah compliant 
manner now have the opportunity to 
do so by trading in Shariah compliant 
bonds that are listed or to be listed. This 
allows the off shore market to tap into 
the local market liquidity, particularly 
foreign Shariah compliant investors.

South Korea: Woori Bank in March 
partnered with Qatar Islamic Bank to 
facilitate bilateral trade fi nance and 
corporate businesses between the two 
nations. 

Europe
UK: Shariah compliant Murabahah 
broker and platform provider, Eiger 
Trading, has become an affi  liate of 
the London Platinum and Palladium 
Market, one of the world’s pre-eminent 
markets and standard-sett ing bodies for 
the physical trading of platinum group 
metals.

Middle East
Saudi Arabia: Investment company, 
Itqan Capital and Mubasher Financial 
Services, a provider of regional 
brokerage services in the Middle East, 
signed an MoU to establish a Shariah 
compliant global brokerage company, 
paving the way for the sett ing up of the 
fi rst Shariah compliant global brokerage 
fi rm in the region.

Emirates NBD Securities launched 
a new trading platform on Tadawul 
which is expected to benefi t eligible 
investors, who currently hold a regular 
trading account with the fi rm, and 
encourage them to trade on the Saudi 
exchange without having to request new 
sett lement bank accounts.

UAE: BGC Partners, which jointly 
developed the commodity Murabahah 
mechanism on the DMCC Tradefl ow 
Platform, recently acquired brokerage 

fi rm GFI for US$777.8 million after a six-
month long takeover campaign against 
Chicago stock exchange group CME.

Qatar: Looking to invest directly into 
China, Qatar International Islamic Bank 
(QIIB) seeks to leverage on its recently-
signed MoU with Chinese brokerage 
fi rm Southwest Securities, the bank’s 
chief fi nancial offi  cer, Edward Wong 
told IFN. While it is hoped that the 
partnership, which was also signed 
with Qatar National Bank, will facilitate 
the entry of the Qatari entities into the 
Chinese market (and vice versa) the 
agreement will also pave the way for 
QIIB, which is developing an Islamic 
fi nance framework for China, to develop 
Islamic fi nance in the country.

Kuwait: The Capital Markets Authority 
of Kuwait reportedly plans to separate 
the sett lement of trades from its central 
depository and make the time allowed 
for the transfer of securities the same for 
all investors, to bring its practices in line 
with international norms. The regulator 
seeks to improve the investment 
environment in the country and raise its 
classifi cation among index companies 
such as MSCI to emerging market from 
frontier market, which includes plans to 
take sett lement of stock sales away from 
the Kuwait Clearing Company. The 
regulator is also looking to launch a 
bank for cash sett lement.

IFN SECTOR ANALYSIS
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Trading and brokerage in Islamic inance
In an era that is relentlessly moving forward, keeping up with the evolution of technology plays a crucial role in the 
advancement of any industry. The Islamic equity market needs to bring itself to par with its conventional counterpart 
to create a level playing fi eld for synergy in the equities sector. As Islamic corporates seek alternative ways to raise 
capital and investors fl ood back to the stock markets, NABILAH ANNUAR explores the most recent developments 
and opportunities across the global Shariah compliant trading and stockbroking landscape.
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The government of Malaysia (GOM) 
successfully priced a US$1.5 billion 
dual-tranche Sukuk on the 22nd April 
2015. The 10 and 30-year certifi cates 
achieved a pricing of 20bps and 15bps 
over treasuries, respectively. Speaking 
to Mohamed Rafe Mohamed Haneef, 
CEO of HSBC Amanah and Mohamad 
Safri Shahul Hamid, deputy CEO of 
CIMB Islamic, joint lead managers and 
bookrunners for the deal, NABILAH 
ANNUAR provides a detailed account 
of this monumental transaction.

“The GOM created a history back in 2002 
by being the fi rst sovereign to issue a 
global Sukuk. The landmark US$600mil 
Sukuk Ijarah was hailed by many as the 
linchpin of [the] global Sukuk market. 
The government came back to the Sukuk 
market in 2010 and 2011 respectively. 
This year, the government wanted to 
further innovate in terms of structure and 
decided to introduce a new asset class 
in the form of rights to certain services 
namely provision of transportation 
services as part of the tangible assets, 
which is [the] world’s fi rst for a sovereign 
Sukuk issuance,” explained Safri as he 
commented on the historical signifi cance 
of this deal. 

Adopting a unique structure, the Sukuk 
are based on the Wakalah principle 
(also known as Sukuk al-Ayyan al 
Mutanawwiya (multi-asset Sukuk)), 
whereby its underlying assets consist of 
lease assets such as land and buildings, as 
well as rights to services and commodities. 
In terms of structure, Rafe elucidated 
that the previous GOM Islamic structure 
(2011) contained an asset pool comprising 
lease assets, Shariah compliant shares and 
commodities; while in this structure, the 
share component has been replaced with 
rights to services which cover: (1) the right 
to participate in the issuance of driving 
and vehicle licenses and the provision of 
transfer of ownership services and other 
vehicle registration services in Malaysia, 
and (2) the right to receive all revenues, 
distributions and other monies at any time 
payable in respect of the services set out 
above and all other rights, benefi ts and 
entitlements in respect of or derived from 
such services. 

“The government has pioneered this 
innovative new asset class i.e. non-
physical tangible assets by way of rights 
(the world’s fi rst sovereign to utilize 
rights as an underlying asset) as GOM 

is interested in further developing the 
Islamic capital markets and through 
driving innovation in the global Sukuk 
market,” affi  rmed Rafe. 

Delving into the main challenge faced 
during the transaction, the HSBC head 
highlighted: “Challenges were inherent 
when it came to the distribution but the 
investors expressed their confi dence 
in the long-term fundamentals of the 
country and their outlook through their 
orders, which reached US$9 billion 
via 450 accounts, allowing the 10- year 
pricing to be tightened by 20bps and the 
30 year by 15bps.”

The transaction marked several milestones 
in the history of Islamic fi nance namely: 
(1) the world’s fi rst 30-year Sukuk by a 
sovereign, the longest dated issuance for 
Malaysia in the international markets, 
sett ing a new benchmark tenor in the 
global Sukuk space and future issuances 
from Malaysia, (2) Asia’s fi rst 30-year US 
dollar Sukuk issuance, a new benchmark 
in the Asian Sukuk space, and (3) the 
world’s fi rst sovereign Sukuk to utilize the 
government’s rights to participate in 
revenue-generating services as an 
underlying asset which establishes a new 
asset class for the global Sukuk market 
while paving the way for both sovereigns 
and corporates to use similar structures.

Malaysian Sukuk: Rights as a new asset class

Government of Malaysia US$1.5 
billion dual-tranche Sukuk

US$1.5 billion

22nd April 2015

Issuer Malaysia Sovereign 
Sukuk

Obligor Government of Malaysia
Issuance price Both tranches were 

priced at par i.e. 100%
Purpose of 
issuance

Redemption of US$1.25 
million 1Malaysia 
Sukuk Global’s trust 
certifi cates due June 
2015 as well as to 
fi nance development 
expenditures

Trustee Malaysia Sovereign 
Sukuk

Tenor 10-year and 30-year
Coupon rate 3.04% and 4.23%
Payment Semi-annual
Currency US dollar
Maturity date 22nd April 2025 and 22nd 

April 2045 and
Lead managers 
and bookrunners

CIMB Investment 
Bank, The Hongkong 
and Shanghai Banking 
Corporation and 
Standard Chartered Bank

Governing law English law and 
Malaysian law for 
certain asset-related 
documents

Legal advisors Linklaters Singapore — 
government
Cliff ord Chance — joint 
lead managers
Zaid Ibrahim & Co — 
joint lead managers
Adnan Sundra & Low 
— government

Listing The Hong Kong Stock 
Exchange/Bursa 
Malaysia (under an 
exempt regime)/Labuan 
International Financial 
Exchange

Underlying assets i. Lease assets
ii. Rights to services, and
iii. Commodities

Rating Moody’s: ‘A3’/S&P: ‘A-‘
Shariah advisors CIMB Islamic, Executive 

Shariah Committ ee of 
HSBC Saudi Arabia, 
Standard Chartered 
Saadiq

Investor breakdown
10-year (by geography):
Asia (ex-Malaysia)  22%
Malaysia 28%
Europe (ex-ME) 16%
Middle East 24%
US 10%

10-year (by investor type):
Finance managers 34%
Sovereigns/central banks/
supranationals

27%

Banks 23%
Private funds                            12%
Insurance fi rms 3%
Private banks 1%

30-year (by geography):
Asia (ex-Malaysia) 35%
Malaysia 15%
Europe (ex-ME) 19%
Middle East    2%
US 29%

30-year (by investor type):
Finance managers 45%
Sovereigns/central banks/
supranationals

17%

Banks 5%
Private funds 12%
Insurance fi rms 17%
Private banks 4%
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HONG KONG

By Amirali B Nasir

China’s ‘One belt one road’ initiative, 
which refers to the 21st Century 
Maritime Silk Road, was viewed 
with keen interest by experts at the 
Asian Summit, hosted in Malaysia 
in April 2015. The initiative seems 
to be a catalyst for infrastructure 
development not only for China but 
many of the ASEAN countries as it 
off ers an opportunity for cooperation 
and integration with special focus on 
innovation. 

A simultaneous push for development 
of the northwestern region of China will 
see further infrastructure development 
opportunities for local and international 
participants particularly those from the 
Middle East and Malaysia. 

True Islamic contracts rely on real 
economic activity and development 
of fi xed assets. China and the ASEAN 
countries provide these opportunities 
particularly through the one belt one 
road initiative. Hong Kong’s debut Sukuk 
has provided confi dence to players in 
the Islamic fi nancial universe and this 
bodes well for Hong Kong and China. 

At present China only has access to 
Islamic capital products through Hong 
Kong’s capital market; this will change 
dramatically in 2015 and 2016.

What happens next very much depends 
on the cooperation of all stakeholders 
and those that come fi rst will reap 
the rewards. It is reported that Qatar 
International Islamic Bank and QNB 
Capital aspire to develop Islamic 
products through their association with 
Southwest Securities Co of China and 
Dome Advisory from London is working 
to fund infrastructure developments 
through a government-owned fund 
in Shanghai. China has a variety of 
investment opportunities suitable to 
a broad range of investors seeking to 
invest in Islamic investment products or 
structure Islamic products suited to their 
business structure and needs. Roads, 
hospitals, schools, and pipelines, the list 
is never ending.

ASEAN country investors are 
establishing contacts to promote the 
banking industry in China’s Ningxia 
province, such as Bank Muamalat 
Malaysia and Bank of China of 
Shizuishan. Increasing trade between the 
ASEAN countries brings greater 
opportunities for the development of 
Islamic banking and this in turn will 
allow the yuan to strengthen as a major 
currency of trade. With the increase in 
Islamic fi nancial and insurance products, 
there is a greater demand for Islamic 
products to allow those companies to 
comply with their internal or statutory 
regulations regarding specifi c investment 
criteria. This is to be found in the ASEAN 
countries and China in particular.
 
Amirali Bakirali Nasir is the managing 
partner and solicitor at Nasirs Solicitors and 
the chairman of the Law Society of Hong 
Kong working party on Islamic fi nance. He 
can be contacted at abn@nasirs.com.hk.

Islamic inance opportunities in China 
and ASEAN countries

Increasing 
trade between 

the ASEAN countries 
brings greater 
opportunities for 
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of Islamic banking 
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will allow the yuan 
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a major 
currency of 
trade
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TURKEY

By Ali Ceylan

Turkey Islamic lender 
receives a license from the 
Central Bank of Bahrain
The Central Bank of Bahrain has 
granted a license to Turkish Islamic 
lender Turkiye Finans to open a branch 
in Bahrain, the bank said in a writt en 
statement on the 4th March.

The Bahrain offi  ce will be the fi rst branch 
of the bank outside Turkey. The bank is 
regulated by Turkey’s banking watchdog, 
the BDDK. 

The bank was formally founded in 1991 
by a group of entrepreneurs and then 
merged with other groups under the 
name ‘Turkiye Finans’. The majority 
of the bank is owned by the National 
Commercial Bank of Saudi Arabia.

KuveytTurk Participation 
Bank set to operate out of 
DIFC
Kuveyt Turk Participation Bank (Dubai) 
has received a license from the Dubai 
Financial Services Authority to provide 
a full range of Islamic fi nance banking 
services out of the Dubai International 
Financial Center (DIFC).

Kuveyt Turk Participation Bank (Dubai) 
is the fi rst Islamic fi nance institution to 
receive a license that allows it to provide 
a comprehensive range of banking 
services from the fi nancial district.

The new company is 100% owned by 
Istanbul-based Kuveyt Turk Participation 
Bank, one of Turkey's fi rst interest-free 
banks.

The company's offi  ce in DIFC will be 
managed by Rahim Al Bayrak, the senior 
executive offi  cer.

Kuveyt Turk Participation Bank CEO 
Ufuk Uyan said: "We are delighted to 
be part of DIFC. This will give us the 
opportunity to realize our aim to serving 
as a bridge for developing business ties 
between Turkey and UAE, given our 
capabilities both in Turkey and in the 
Gulf region."

Bank Asya shares surge
The value of the shares in Bank 
Asya have jumped 41.8% following 
a recent announcement by the bank 
that documents belonging to 90% of 
privileged shareholders have been sent 
to the banking watchdog. The bank's 
shares were priced at TRY0.95 (35 US 
cents) on Turkey's stock exchange, Borsa 
Istanbul at 4 pm on the 16th April 2015 
which was 76% higher than the historic 
low of TRY0.54 (28 US cents), recorded 
in September 2014. The interim board 
established by the TMSF (Savings 
Deposit Insurance Fund of Turkey) 
after the takeover announced on the 
9th April that 152 out of 185 privileged 

shareholders had submitt ed their 
documents to the BDDK. Since then, 
Bank Asya shares have risen by 41.8%, 
strengthening shareholders' hand in their 
bid to reclaim the management of the 
bank.

BDDK approves sale of 
Tekstilbank to China’s ICBC
According to the latest statement made 
by the company to the Public Disclosure 
Platform, the BBDK approved the sale 
of a 75.5% share that GSD Holding 
owns in Tekstilbank to the Industrial & 
Commercial Bank of China (ICBC).

The company also said the sale would 
be fi nished after all procedures are 
completed on the 24th April.

Turkey plans state-run 
Islamic banks
Ali Babacan, the deputy prime minister 
responsible for the economy, said 
that they want three state-owned 
banks — Ziraat Bank, Halkbank and 
Vakifb ank — to each have an Islamic, 
interest-free bank under their roof. He 
noted Ziraat Bank has already started 
negotiations with the private Islamic-
style participation banks. He stressed 
his government wishes success in the 
negotiations. “I believe at the end of 2015, 
three state-owned Islamic banks will be 
established,” Babacan said.

BDDK approves new 
participation bank
BDDK has approved a new participation 
bank established by several foundations 
with a capital of US$300 million 
according to the Offi  cial Gazett e dated 
the 3rd March 2015.

According to the approval, the following 
foundations are the founders of the new 
participation bank: Foundations 
managed by the Directorate General of 
Foundations, Foundation of Bayezid 
Han-ı Sani (II. Bayezit), Foundation of 
Mahmud Han-ı Evvel Mustafa Han (I. 
Mahmut), Foundation of Mahmud Han-ı 
Sani Abdulhamid Han-ı Evvel (II. 
Mahmut) and Foundation of Murad Pasa 
Abdusselam (Murat Pasa).

Ali Ceylan is a partner at Baspinar & 
Partners Law Firm. He can be contacted at 
ali.ceylan@baspinar.av.tr.

Recent updates in the Turkish inance sector
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AFGHANISTAN

By Dr Alam Khan Hamdard

The central bank of Afghanistan, Da 
Afghanistan Bank, has established the 
Islamic banking expert board to speed 
up the process of drafting regulations 
for organizing Islamic banking in 
Afghanistan.

As per the fi rst meeting of Islamic 
banking specialists at the central bank, 26 
regulations were drafted and presented 
for review. Twelve of these regulations 
were reviewed and fi nalized and will be 
presented to the Shariah council of the 
central bank.

These regulations cover the deposit, 
investment and corporate governance 
parts of Islamic banking in Afghanistan.
 
Kardan University has started specialized 
courses of Islamic banking at the Master’s 
level in Afghanistan and Dr Alam Khan 
Hamdard was hired to teach them. In 
an introductory ceremony held recently, 
Dr Alam thanked Roeen Rahmani, the 
chancellor of Kardan University, for 
starting Islamic banking at the Master’s 
level. Meena Rahmani is heading the 
MBA program at Kardan University.

The Afghanistan International Bank 
(AIB) has introduced the following 
Islamic banking depository (liability side) 
products for the fi rst time in Afghanistan:

1) Qard Hassan current account
2) Mudarabah-based savings account
3) Musharakah-based investment (time 

deposit) account.

Zulfi qar Ali Khan, the chief of Islamic 
banking at AIB said that the bank will be 
launching investment (asset side) 
accounts very soon. The Afghanistan 
Commercial Bank, which was bought by 
Javed Andish, a prominent young 
businessman, has applied for an Islamic 
banking license. As per the policy of new 
shareholders, Afghanistan Commercial 
Bank would like to focus on boosting 
Islamic banking in its main and other 
branches located nationwide in 
Afghanistan.

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

Afghanistan: Islamic inance gathering 
momentum
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INDIA

By Tushar Garg

India is one of the world’s fastest-
growing economies. According to a 
recent IMF estimate, India will grow 
at 7.5% and shall outpace China. 
India acknowledges the key role 
that banking and fi nancial services 
could play in its accelerated growth 
ambitions. Therefore, with the objective 
of connecting every citizen with the 
mainstream fi nancial system, the 
country launched its massive fi nancial 
inclusion program called ‘Pradhan 
Mantri Jan Dhan Yojana’. 

As a natural consequence of this 
program, a record number of 147 million 
bank accounts have been opened in a 
short span of eight months. It is very 
likely that the success of this initiative 
will inspire the present-day government 
to consider insurance and investment 
inclusion programs in the coming 
years. Technically, these initiatives 
will defi nitely be needed because they 
will help the government in meeting 
its ambitions faster. For instance, the 
proceeds of insurance may fl ow into 
illiquid and long-term assets like real 
estate, which is an essential rationale 
behind the dream of 100 smart cities in 
India by 2022. 

Gett ing back to India’s present priority of 
fi nancial inclusion, and a future potential 
possibility of insurance inclusion and 
investment inclusion, an important 
consideration for the government is: 
“Do we have the required infrastructure 
to support this high and probably 
exponential growth?” Should the 
country, which is triggering this growth 

story, benefi t itself as much as the rest of 
the world will? An obvious response is 
yes, and therefore, India has launched its 
fi rst IFSC which could potentially ensure 
that US$50 billion-worth of investments 
can happen in India itself, and it no 
longer loses this business to global 
fi nancial hubs like Singapore and Dubai.

The onus is on the leadership associated 
with Islamic fi nance or SRI or the ethical 
banking industry to introspect, whether 
they could leverage the opportunities 
that are presented by GIFT. India has 
strong trade relations with Gulf countries 
owing to its huge oil imports. The 
majority of these countries are actively 

involved in Islamic fi nance. Hence, it 
is quite probable that this trade could 
be further strengthened by fi nding 
opportunities between oil-related 
transactions and Islamic fi nance activities 
pursued by each of these countries. 
Since India now has GIFT as an IFSC, 
foreign companies have a plethora of 
opportunities to trade and grow. 

In terms of investor confi dence, Gujarat 
has historically scored higher than the 
rest of the country. A highly successful 
Vibrant Gujarat Summit is held at the 
beginning of every year. In the 2015 
summit, there were eight partner 

India: Could Islamic inance or socially 
responsible investing or ethical banking 
impress the fastest-growing economy of the 
world?
India’s father of the nation, Mahatma Gandhi, famously said that there is enough on Earth for everybody’s need, 
but not enough for everybody’s greed. Taking forward the Gandhian principle of ‘empowerment’ and ‘sustainable 
growth’ is Gujarat International Finance Tec-City (GIFT), India’s fi rst IFSC (international fi nancial services center) 
at Gandhinagar, Gujarat, India. GIFT is a fresh destination where the ‘haves’ and ‘have-nots’ of the global fi nancial 
services industry could potentially meet, transact and contribute to the economic growth of the universe. In this 
article, TUSHAR GARG will examine how signifi cant India in general, and GIFT specifi cally, could be for socially 
responsible investing (SRI) or the Shariah compliant fi nancial system.

continued...
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countries — the US, the UK, Netherlands, 
Canada, Australia, Singapore, South 
Africa and Japan. Some of these 
countries, the US in particular, are very 
active in SRI. The UK is picking up 
Islamic fi nance rather quickly. Sukuk are 
either already issued or planned in many 
of these countries. If the Vibrant Gujarat 
Summit is a platform to educate about 
the possibilities, GIFT is a platform to 
execute all such possibilities. 

India is the world’s third-biggest 
economy in terms of purchasing power 
parity. During the next four decades, 
India’s GDP is expected to grow at an 
annualized average of 8%, making it 
potentially the world’s fastest-growing 
major economy until 2050. Along with 
the fi nancial inclusion program and 
others like the ‘Make in India’ program, 
this will ensure that the people are more 
actively involved in exploring fi nancial 
services. The proceeds of all fi nancial 
institutions put together will, in all 
likelihood, rise further. The real challenge 
is: “What shall the economy do with such 
a scenario of surplus capital?”. An ideal 
response is “invest” which is governed 
by ‘investor preferences’. In order to take 
care of the preferences of those investors 
who value ethical investing, SRI, 
green investing and Shariah compliant 
investing, it is imperative that support 

infrastructure is adequately developed. 
The onus is on GIFT to develop and 
off er support infrastructure such that the 
preferences of maximum-type investors 
are accommodated. 

The ‘Make in India’ story needs to extend 
and replicate itself into the fi nancial 
services domain by leveraging the 
capabilities of recent developments like 
GIFT. There is no doubt that ‘Make in 
India’ stories could be awesome and it 
could be as much about personalities as 
it is about institutions and organizations. 
An outstanding example of it is 
Ajay Pal Singh Banga, global CEO 
of MasterCard, who in all sincerity 
expressed the following thoughts in his 
speech at Vibrant Gujarat Summit 2015 

and I quote: “I was educated here in 
Ahmedabad, so I consider myself to be a 
product of Gujarat. And, in many ways, 
I consider myself to be an example of 
‘Make in India’ because I was made in 
India. I was born here, I was educated 
here, I worked for the fi rst 15 years in 
India, and like ‘Make in India’, I then got 
exported, and now have been overseas 
for [the] last 15 years. I consider ‘Make in 
India’ to be my story as well.” It remains 
to be seen what kind of possibilities 
will emerge for Islamic fi nance, SRI and 
ethical banking in India. 

Last but not the least, one of the biggest 
inspirations for India regarding Islamic 
fi nance is that the world recognizes it as 
the seventh-largest country by area and if 
the scale of business grows, volumes 
need to grow too and there is no bett er 
place than India for it. On a lighter note, 
an acknowledgment of India’s status as a 
big country or economy was very well 
expressed by the US president Barack 
Obama in his January 2015 visit to India 
when he said in a movie-style way, and I 
quote: “Senorita, bade, bade desho 
mein…You know what I mean”. 
Indeed…

Tushar Garg is an associate at a bulge bracket 
investment bank. He can be contacted at 
tushar.scit@gmail.com.
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REGULATIONS

By Shoeb Sharieff 

Although TILA concerns itself with the 
information that needs to be passed 
on to a borrower and so might seem 
like it would not intersect with Islamic 
law, our Ijarah mortgages are legal 
under the US banking regulations and 
comply to the lett er with TILA. So, 
it’s a good idea for everyone involved 
with Islamic fi nancing to understand 
the important points of the legislation, 
what the penalties are for those that 
fail to comply and how it aff ects people 
looking to buy real estate in the US. 

Overview 
Let’s start with an overview that you can 
use as a reference point if you think you 
might have plans to purchase a property 
in the US with an Ijarah loan and stay 
Shariah compliant. Although diff erent 
states have their own versions of the 
legislation, the overriding feature is 
designed to disclose the key information 
that protects both the consumer and 
lender in credit transactions. There is a 
section in TILA that deals specifi cally 
with credit card transactions; it grants 
consumers the right of rescission 
in certain circumstances, which is 
eff ectively a three-day grace period to 
back out of any real estate refi nance or 
other loan and reconsider your decision 
to get involved in the fi rst place. 

For someone looking to get an Islamic 
loan in general and specifi cally one 
through our licensed investors, a brief 
overview should make it easier to see 
why there’s a connection to TILA. One 
product in particular is called lease 
to purchase (Ijarah wa Iqtina) and it 
involves the principles needed for 
Shariah compliance. It starts with an 
individual selecting the property and 
making an on-account payment which is 
essentially a downpayment. 

Independent trust
An independent trust holds the title 
to the property and the lessee pays 
rent to the trust. At the end of the 
agreement, the title is transferred over 
for the nominal sum of US$1. Here’s 
what American Muslim homeowners 
need to know specifi cally about how 
the TILA legislation protects them from 
unscrupulous behavior. 

One of the relevant points focuses on 
the fact that the annual percentage rate 
calculation was revamped so it was easier 
to understand and more fair and just 
to the consumer. There are also other 
important aspects including formulas 
that deal with home purchase loans 
that must be adhered to. Even when the 
mortgage product is an Ijarah loan, these 
regulations need to be strictly followed. 
Lenders found in violation of the 
disclosure and other aspects of TILA can 
be held responsible for criminal penalties 
and even civil litigation. 

Of course, at the center of this is the fact 
that although the title for any property 
bought with an Islamic loan does not 
include paying interest in the traditional 
western manner, the Muslims involved in 
the transactions are protected from any 
form of unjust charges by any lending 
institution that gives them the money to 
start the process. 

Percentage form
Perhaps most importantly, TILA is 
specifi c about the fact that any profi t 
gained from a residential realty 
transaction must be demonstrated in 
percentage form so the client can gauge 
the total cost of the fi nancial transaction. 
As a case study, here’s how IjaraUSA 
and its sister company IjaraCanada 
accomplish these goals. 

First off , it needs to be made clear that 
using percentages to explain the gains 
made on an Islamic transaction is 
acceptable according to Shariah law. We 

use the following example to explain 
how the process works: 

• Start the process with US$100,000.
• You buy a home.
• A rent of US$500 monthly is charged 

to a tenant. 
• The rental payments at the end of a 

year total US$6,000.
• Total rent of US$6,000 represents 

a return of 6% on your initial 
investment of $100,000.

This percentage represents rent rather 
than Riba since it results from a business 
agreement. Also, the entire process is 
clear and easy to understand and this 
transparency is one of the regulations 
under TILA. To clarify the process a litt le 
more, here’s how the same transaction 
works with a more traditional western 
style mortgage complete with interest:

• Start with the same amount of 
US$100,000.

• The cash is transferred to another 
party. 

• They use the money to buy a house.
• A US$500 monthly payment is made 

to you representing 6% per year
• This formula basically means rent on 

the funds.

Muslims who live in both Canada and 
the US want to take part in real estate 
that’s off ered in both those countries, and 
they all want to be Shariah compliant 
while enjoying the security of laws put in 
place to protect them from unjust 
behavior. TILA is useful for Islamic and 
more traditional lenders and borrowers 
as a guideline to best practices that works 
parallel to and with Shariah law. 

Shoeb Sharieff  is the president and CEO of 
IjaraUSA.com. He can be contacted at shoeb@
ijaraloan.com.

Why and how the Truth in Lending Act matters 
to Ijarah loans 
Just as good Islamic fi nance strives to make sure that Muslims get to partake in the American real estate market 
and stay true to the fair principles of Shariah law and away from usury and Riba, the Truth in Lending Act (TILA) 
was designed and implemented through the Federal Reserve to level the playing fi eld and protect consumers from 
unscrupulous lenders and creditors in the US. This federal law was fi rst introduced in 1968 and was designed to 
inform consumers about their rights when it comes to credit. SHOEB SHARIEFF writes.



23© 6th May 2015

COUNTRY 
FEATURE

PAKISTAN

By Hussain Kureshi 

The banking sector, however, has 
taken an aggressive stance towards 
the agriculture sector (agri-sector). 
The banks have been assigned an 
annual target of PKR500 billion 
(US$4.88 billion) of lending for the 
agri-sector. Out of this target, 75.8% 
has already been achieved. Pakistan 
has two specialized banks that focus 
primarily on the agri-sector, namely, 
Zarai Taraqiati Bank and Punjab 
Provincial Cooperative Bank. There 
is considerable focus in the country 
on fi nancing farmers through Shariah 
compliant products and work is 
underway in helping farmers hedge 
their risks and obtain fi nancing through 
Shariah compliant instruments. 

It may be of some surprise to many 
readers that Pakistan has a thriving 
automotive sector, with such brands 
as Toyota being a choice favorite in 
urban and rural areas alike. Toyota is 
manufacturing vehicles in Pakistan, in 
a joint venture with Indus Motors; and 
Atlas with Honda; but the country’s 
largest manufacturer remains Suzuki, 
with Pak Suzuki posting a profi t of 
PKR1.93 billion (US$18.83 million) in 
the calendar year (CY) of 2014, up 4% 
compared to CY2013. Discussions of 
bringing new players to the market are 
in progress. Pakistan’s capacity target 
is to manufacture 15 cars for every 
1,000 people, whereas global averages 
are much higher. Pakistan is currently 
ranked 40th among car-producing 
companies; however, no local brand 
exists in the automobile space. The 
government is in negotiations with 
Chinese manufacturers, European 
carmakers and South Korean carmakers 
to broaden the product menu for its 
citizens and encourage new investment 
in this area. It is expected that import 
duties will be drastically reduced for 
new entrants from 50% down to 20% for 
localized parts. 

Pak Suzuki commenced operations in 
Pakistan in 1984, and sold 53,669 units 
in the fi rst eight months of the fi scal year 
of 2014-15 (8MFY15), capturing 52.6% of 
all sales. Toyota set up camp as far back 
as 1993 and now enjoys 33.7% of market 
share with 34,375 units sold in 8MFY15, 
and Honda which began business in 1995 
coming in last with 14,041 units sold. 
Nissan (1996-97) enjoys a very small 
market share along with Hyundai and 
Kia (1999). Fiat was introduced in 2001 
but never took off  here with its small 
vehicles. General Motors launched a 
Chevrolet line in 2005 which has also 
ceased production. 2012 saw a new 
entrant into the market, a private limited 
fi rm known as Al-Haj Faw Motors, and 
its fate is yet to be seen. Indus Motors 
that manufactures the Toyota cars 
here posted a profi t of PKR3.1 billion 
(US$30.24 million) in just the fi rst six 
months of FY15, up by 132% from the 
same period the previous year. Honda 
recorded profi ts of PKR1.58 billion 

(US$15.41 million) for three quarters 
from April to December 2014, up by 
257% compared to the same period the 
previous year. Honda’s share prices went 
from PKR42.12 (41 US cents) in January 
2014 to PKR198.18 (US$1.93) on the 31st 
December 2014. Indus Motors saw share 
prices escalate from PKR330 (US$3.22) to 
PKR880.32 (US$8.59) in the same interval. 

Pakistan celebrated its independence day 
on the 23rd March with great pomp and 
splendor. The Pakistan military put on 
a superb show of its defence capabilities 
in a parade held after seven years. 
The Saudi government has requested 
Pakistan for its IV Corps to protect the 
Kingdom from external threats coming 
from Yemen and ISIS in particular. 
The Qatari emir, Sheikh Tamim, made 
his fi rst visit to Pakistan and sealed a 
liquefi ed natural gas (LNG) deal with 
Pakistan whereby LNG will be delivered 
straight to Karachi and regasifi ed at 
the LNG terminal owned by Engro on 
the spot and gas will be fed into the Sui 
Southern Gas distribution lines. 

Foreign direct investment (FDI) was 
recorded at US$615 million for 8MFY15, 
which was 3.8% less than the previous 
year. There were some major exits, 
including Johnson and Johnson which 
wound up its operations for US$30 
million. The market still has such players 
as Getz  Pharma, Pfi zer, GlaxoSmithKline, 
Novartis, Merck, Abbot among others. 
GlaxoSmithKline on the other hand has 
been increasing its presence in Pakistan’s 
market with an investment of US$200 
million in 2011. 

Other industrial sectors that saw exits 
included metal products, information 
technology, food and cement. The oil 
and gas industry witnessed a marked 
increase in FDI. In the fi nancial services 
sector, Barclays will fi nally close shop, 
being acquired by Habib Bank. The 
largest contributors to FDI remains China 
with US$17 million, followed by the UAE 

Pakistan snippet 
The stock market in Pakistan has off ered investors returns of 300% over the past four years in dollar terms. The 
story has taken a diff erent twist, however, in 2015. The market reached a peak of 34,826.51 points in February and 
has begun to steadily slide, reaching a low of 28,927.04 points on the 30th March. Unfortunately, the market is a 
victim of a herd mentality. Recently, the infamous Everest Capital began to cover up losses at home by pulling out of 
Pakistan. As Everest Capital withdrew close to US$70 million in the span of 30 days, other investors began to cash in 
and a profi t-taking rally ensued into panic selling. HUSSAIN KURESHI provides an overview of developments in 
Pakistan.

continued...
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with US$153 million and the US with 
just US$117 million. For the fi rst time in 
its history, Pakistan recorded a massive 
foreign infl ow of US$973.9 million in 
8MFY15 in sovereign bonds which 
included T-bills, Pakistan Investment 
Bonds, Sukuks and Eurobonds. If one 
accounts for the foreign public portfolio 
investment, the net infl ow of FDI 
experienced a massive surge of 139%.

The talk of the town is the China-
Pakistan Economic Corridor which is 
a US$45 billion project, and involves 
connecting the Gawador Port in the 
south (built by the Chinese as well) 
directly to the region of Xingian (3,000 
km away) via highways, railways, and 
by pipes to transport oil and gas. China 
hopes to drastically reduce the costs 
of transporting oil to its cities which 
is bought from the Middle East and 
currently is transported through the 
dangerous waters of the South China Sea, 
the East China Sea and the Yellow Sea, 
not to mention the Straits of Hormuz. 
The transit lines and highways are not 
only meant to serve China’s purchases 
but those of Central Asian states that 
have become suppliers of energy to 

international buyers. The Pakistan 
government approved a 12,000 strong 
security force just for the protection of 
Chinese workers along this corridor. 
China has also committ ed to various 
projects that would inject 10,000 
megawatt s into Pakistan’s power sector. 
It is no surprise then that Pakistan is 
a member of the Asian Infrastructure 
Investment Bank.

On a domestic note, the State Bank of 
Pakistan lowered the discount rate by 
50bps to promote lending activities; 
however, the Karachi Stock Exchange 
did not respond at all to this change. 
In addition, Moody’s has downgraded 
the local currency deposit ratings of 
Pakistan’s fi ve largest banks from ‘B3’ to 
‘Caa1’ on the 26th March 2015 under its 
new methodology. The new methodology 
links the ratings of these banks to 
the sovereign ratings of Pakistan. 
The previous methodology allowed 
a higher ratings to the banks on the 
underlying analysis that the central bank 
of a country has suffi  cient resources to 
provide liquidity to the fi nancial sector in 
the event of a crisis, thus allowing certain 
fi nancial institutions a rating higher than 

the country itself. 

However, learning from the global 
fi nancial crises, Moody’s feels that a 
prolonged crisis may impact lenders of 
last resort ability to provide liquidity and 
thus feels that the banks should have a 
rating aligned with that of the sovereign. 
It is the author’s opinion that although 
this rationale may be suitable for the 
Organization for Economic Co-operation 
and Development countries, Pakistan’s 
banking system is rather robust, as the 
industry off ers a rather vanilla range 
of products and is not in the habit of 
building up positions in derivatives 
and other opaque instruments where it 
is diffi  cult to predict losses and profi ts. 
Moody’s, however, upgraded its outlook 
on Pakistan to positive from stable.

In other words, we are coming to an 
interesting close of the fi rst quarter for 
Pakistan and we look forward to the 
remaining three quarters which 
hopefully will be even more eventful. 

Hussain Kureshi is CEO of Millenia Global 
Research House. He can be contacted at 
husseinkureshi@gmail.com.

Continued
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NON PERFORMING LOANS 
By Chowdhury Shahed Akbar

According to Bangladesh Bank, in 2013, 
the ratio of classifi ed investments to 
total investments in Islamic banks was 
4.2% while it was 8.9% for the overall 
banking industry and the classifi ed 
investment to capital ratio was 39.9% 
for Islamic banks compared to 59.8% 
for the overall banking sector in 2013. 
In 2012, Islamic banks’ classifi ed 
investments to total investments ratio 
was 3.9% while for the overall banking 
industry it was 10%. During the same 
year, the classifi ed investment to capital 
ratio of Islamic banks was 43.5% while 
for the overall banking industry it was 
76%. These data indicates that Islamic 
banks are more effi  cient in monitoring 
their investments (loans) and enjoy a 
bett er position compared to the overall 
banking industry.

Islamic banks do not operate in an 
interest rate system and to make a 
profi t, Islamic banks invest the funds by 
extending various profi t-and-loss sharing 
(PLS) and non-PLS-based fi nancing. 
The funds for the fi nancing comes 
from the Islamic bank’s own equity 
and customers’ deposits in current, 
savings and investment accounts. In 
Islamic banks, current accounts and 
saving accounts are guaranteed whereas 
capital is not guaranteed for investment 
accounts because they are based on the 
PLS system. The investment account 
holders are entitled to a share of the 
bank’s net profi t or loss and this is based 
on a profi t sharing ratio of a certain 
pre-agreed percentage. In case of loss 
from the activities of fi nancing, the 
investment account holders can lose all 
their investments. Since deposits are 
guaranteed for all account holders other 
than investment account holders, the 
loss fl ows to them fi rst. Only when the 
loss is major will it fl ow to the rest of the 
depositors. Therefore, Islamic banks are 
able to pass the negative shocks on the 
asset side (Musharakah account) to the 
investment depositors. 

Since Islamic banks are not able to 
charge interest, they claim various 
charges like cost plus, Ijarah (leasing), 
Mudarabah, Musharakah and such 
which are consistent with Islamic 
principles. All these contracts have 
some in-built capacity to prevent a loan 

being defaulted due to the nature of 
their operation. For example, in the case 
of cost-plus-mark-up fi nancing, banks 
purchase goods and services on behalf 
of the clients and sell these goods and 
services to them. Therefore, the chance 
of diversion of funds into unproductive 
sectors or to a sector other than the 
agreed one is minimal. Besides, banks 
can monitor and control the use of loans 
by the borrowers which reduces the 
chance of defaulting to an extent.
When M Alauddin, the vice-president of 
an Islamic bank in the country, was asked 
about the cause of  recovery in Islamic 
banks, he pointed out the following 
reasons:
a.  Since Islamic banks cannot realize 

any profi t after the end of the 
expiry period, Islamic banks are 
more cautious for realizing the total 
outstanding amount within the time 
frame. So recovery is substantial.

b.  Since Islamic banks cannot realize 
profi t like compounded by the 
conventional banks, their eff orts 
are more than conventional banks. 
Some conventional bank managers 
encourage the customers to pay later 
so that there are more earnings by the 
bank.

c. As Islamic banks cannot realize more 
after the expiry period, Islamic banks 

Non-performing loans in Bangladesh: Islamic 
banks are better off 
While a signifi cant amount of the non-performing loans (NPLs) in the country are being held by commercial banks, 
especially state-owned banks, specialized and private commercial banks, the banks pursuing Islamic banking are 
relatively bett er off . CHOWDHURY SHAHED AKBAR fi nds out why.

continued...
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are supposed to be very careful in the 
selection of investment clients so that 
returns are ensured.

d.  Since Islamic banks work on a PLS 
basis, if their investment income 
deteriorates, Islamic banks’ profi t rate 
to the depositors will be decreased, 
which is very risky for Islamic banks 
as depositors may switch to other 
banks, therefore Islamic banks should 
be very cautious. So recovery drive is 
more.

e.  Since Islamic banks cannot give cash 
in the case of debt-based and Ijarah 
fi nancing, there is less possibility of 
fund diversion and as such default 
culture is reduced.

f.  In the conventional fi nancial system, 
interest increases the cost of funds 
thereby increasing the price of 
the goods. But the conventional 
businessman cannot always increase 
their price according to the interest 
cost, ultimately causing a huge 
loss to the businessman dealing in 
conventional banking. This is not the 
case in Islamic banking.

g.  The demerits of interest is not 
prevalent in the Islamic banking 
system which is another reason 
of fewer default cases in Islamic 
banking.

h.  Since Islamic banking is based on 
real economic activities, the eff ects 
of excessive speculation is less in this 
system meaning there is less default 
risk.

Islamic banks operate under the same 
legal and regulatory framework under 
which conventional banks operate in the 
country. However, the relatively bett er 
position of Islamic banks in terms of 
NPLs indicates that there are some tools 
and techniques of the system which have 
the capacity to minimize the number of 
defaulting loans. The conventional banks 
can replicate these tools and techniques 
by making necessary adjustments to 
make them compatible with the nature of 
their operations and thereby reduce the 
chances of loans being defaulted. 

Chowdhury Shahed Akbar is working in 
a private bank in Bangladesh and has a 
postgraduate degree in Islamic banking, 
fi nance and management from the UK. He 
can be contacted at akbar.chowdhury@yahoo.
com. 
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DEALS
S Power’s redemption due
MALAYSIA: Special Power Vehicle (S 
Power) did not make a payment on its 
secondary stock (stock code: VN050177) 
under its Class B Islamic medium-term 
notes (IMTN) program worth up to 
RM215 million (US$60.41 million) which 
was due on the 5th May. According to a 
fi ling to the central bank, the fi rm will 
nonetheless make payment on the 19th 
May for stocks under the RM800 million 
(US$224.77 million) Class A IMTN 
program.

Indonesia plans Sukuk 
auction
INDONESIA: The Indonesian 
government was expected to hold a Sukuk 
auction on the 5th May, with an indicative 
target of IDR2 trillion (US$154 million), 
said the fi nance ministry in a statement.

Mydin changes Sukuk terms
MALAYSIA: The Sukukholders of Mydin 
Mohamed Holdings’s RM350 million 
(US$98.51 million) Islamic medium-term 
notes program have approved proposed 
revisions to the principal terms and 

conditions of the program, according to 
a bourse fi ling. The revision included 
extending the availability of the facility to 
six years from the issue date.

Egypt’s impending Sukuk
EGYPT: The Egyptian government 
affi  rmed that it targets to issue Sukuk at 
the beginning of the 2015/2016 fi scal year, 
reported Reuters quoting the country’s 
fi nance minister. Based on the Ijarah 
structure, the ministry has completed 
amendments to the Sukuk law and a 
draft has been sent to the IDB for the 
opinion of the Shariah board.

DEAL TRACKER Full Deal Tracker on page 31

EXPECTED DATE COMPANY’S NAME SIZE STRUCTURE ANNOUNCEMENT 
DATE

2015/2016 fi scal year Government of Egypt TBA Sukuk 5th May 2015

2015 Government of Ivory Coast XOF300 billion Sukuk 24th April 2015

TBA Noor Bank US$3 billion Sukuk 15th April 2015

16th April 2015 International Islamic Liquidity 
Management Corporation 

US$860 million Sukuk 10th April 2015

2016 Government of Kazakhstan TBA Sukuk 9th April 2015

TBA CIMB Group Holdings RM1 billion Sukuk 9th April 2015

TBA Taliworks Corporation RM210 million Sukuk 
Murabahah

8th April 2015

ASIA
Meezan Bank’s support for 
young entrepreneurs
PAKISTAN: Meezan Bank informed 
IFN that it is participating in the Prime 
Minister’s Youth Business Loans 
(PMYBL) program created by the 
government of Pakistan aimed at socio-
economic development of the country’s 
youth. To this end, Meezan Bank has 
designed a set of schemes for providing 
Shariah compliant fi nancing facilities for 
small entrepreneurs, microenterprises, 
agriculture and public transport.

BankIslami-KASB Bank 
merger
PAKISTAN: The State Bank of Pakistan 
has initiated a merger scheme of KASB 
Bank with BankIslami in accordance with 
Section 47 of the Banking Companies 
Ordinance 1962, according to a bourse 
fi ling. BankIslami will acquire the 
operation of KASB Bank at a token 

compensation of PKR1,000 (US$9.75) 
with all its losses and liabilities including 
its overall shareholding after approval of 
its shareholders and the regulator’s fi nal 
review. KASB failed to meet its capital 
adequacy ratio requirement. With this 
merger its licence would stand canceled 
while its branches would be converted 
into the merging bank.

Kazakhstan amends Islamic 
inance law

KAZAKHSTAN: Kazakhstan’s president 
Nursultan Nazarbayev has signed 
amendments and additions to existing 
legislative Acts on Islamic fi nance and 
insurance in the country’s bid to enhance 
the banking law and boost Islamic 
fi nance, according to national news 
agency Kazinform.

ISFIN’s new Macau partner
CHINA: Global Islamic fi nance legal 
network ISFIN has teamed up with 
Macau’s FC LAW — Lawyers and 
Private Notaries, making the latt er its 

exclusive partner in the city, according 
to a statement on ISFIN’s website. 
The partnership seeks to open new 
opportunities to welcome Islamic 
investments in Macau and advise local 
clients on global Islamic markets.

Pakistan’s liquidity continues 
to strengthen
PAKISTAN: Moody’s in a statement 
affi  rmed that Pakistan’s external 
liquidity position is strengthening and 
the likelihood of default is receding, 
as evidenced by a recovery in foreign 
reserves over the last year. The ratings 
agency further noted that the authorities’ 
eff orts toward fi scal consolidation have 
resulted in a shrinking budget defi cit. 

While gross borrowing requirements 
are high, the government has moved to 
lengthen the maturity of its debt burden 
and diversify borrowing away from the 
banking system. The country is rated 
‘Caa1’, with a positive outlook.
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Amanah Ethical plans new 
mortgage product
NEW ZEALAND: Amanah Ethical, 
which launched the country’s fi rst 
Shariah compliant KiwiSaver fund, has 
revealed its plans to off er interest-free 
mortgages to Muslims in the next couple 

of years, reported local news portal Stuff  
quoting Amanah’s managing director, 
Brian Henry.

First for Myanmar
MYANMAR: Global communications 
provider Digicel Group has secured 

a US$60 million Shariah compliant 
fi nancing facility for its Myanmar unit, 
according to Reuters. Cliff ord Chance, 
which worked on the transaction, said in 
a statement that the deal is the country’s 
fi rst Islamic cross-border transaction.

EUROPE
90 North completes another 
UK deal
UK: Shariah compliant real estate 
specialist 90 North Real Estate 
Partners informed IFN that along with 
Sidra Capital, the fi rm has acquired 
Drakehouse Retail Park, Sheffi  eld, on 
behalf of Butt on Property UK for a price 
of GBP61.7 million (US$93.38 million) 
with a net initial yield of 6.4%. 90 North 

acted as property and investment advisor 
while Sidra Capital was strategic advisor 
to the transaction.

Funding for UK real estate 
acquisition
UK: Shariah compliant Gatehouse Bank 
has completed the terms to provide 
GBP17.92 million (US$27.56 million) of 
senior fi nancing following the recent 
acquisition of a UK industrial estate 
by Saudi Arabia’s SEDCO Capital. The 

funding supports the acquisition of 
Blakelands Industrial Estate.

According to a press release, Palmer 
Capital is acting as the investment 
manager to SEDCO Capital which 
through this venture intends to deploy 
GBP100 million (US$153.8 million) 
into UK real estate over the next 12 
months. This transaction is the fi rst such 
transaction for this program, which will 
target the recovering offi  ce and industrial 
real estate market in the UK.

GLOBAL
IDB refutes allegations
GLOBAL: The chairman of the IDB 
Group, Dr Ahmad Mohamed Ali, has 
denied Bloomberg’s indication on its 
website that the bank has demanded 
Egypt to pay its overdue debt before IDB 
could fi nance further projects. Dr Ahmad 
stressed in a statement that Bloomberg’s 
allegation was not founded on truth 
or realities on the ground since there 
was no existing issues of overdues with 
Egypt, which in fact has one of the best 
portfolios and records of repayment with 
the IDB Group. He underlined the fact 
that Egypt owes no arrear payments. Dr 
Ahmad also confi rmed that an agreement 
to open an IDB Group Gateway Offi  ce in 
Cairo aimed at greater cooperation with 
the country is also expected to be signed 
soon.

Separately, the IDB during its 304th 
meeting endorsed a US$7 million grant 
approval to support the education of 
war-affl  icted Syrian children in Syria and 
neighboring countries. According to a 
press release, the meeting also approved 
US$346.5 million towards fi nancing new 
projects with US$317 million focusing on 
infrastructural road projects including: 
US$181.5 million for the construction 
of the Lena-Tibati road in Cameroon; 
US$106 million for the reconstruction 
of regional roads connecting Senegal to 
neighboring countries in West Africa; and 
US$30 million for the construction of the 

Tebaram-Tahoua road in Niger. Financing 
worth US$29 million was also allocated 
to a suburban areas development project 
in Burkina Faso, while US$540,000 
under the IDB Waqf Fund was approved 
for educational projects for Muslim 
communities in Austria, Germany and 
India.

The meeting also reviewed a number 
of documents including a report on 
allocations to support capacity building 
in the fi eld of Islamic fi nancial services.

Strong 2015 start for Sukuk
GLOBAL: Fitch in a new report stated 
that total new Sukuk from the GCC and 
another seven issuers rose 13% year-on-
year in the fi rst quarter of 2015 (1Q15). 
According to the statement, total Sukuk 
and bond issuance were up 47% from the 
fourth quarter of last year (4Q14) when 
volumes were exceptionally weak, due to 
falling oil prices and rising geopolitical 
tension. In 1Q15, however, stability in oil 
prices enabled some new deals. Sukuk 
accounted for 26% of total new issuance, 
marginally down from 31% in 4Q14. 

While fi nancings (Islamic and 
conventional syndicated loans) in the 
GCC and Malaysia were down 25% in 
1Q15, the quarter-to-quarter share of 
Islamic fi nance deals was up by 198% 
and accounted for 20% of total new loans, 
which came mainly from the GCC’s two 
largest economies, Saudi Arabia and the 
UAE.

Middle East equities on the 
rise
GLOBAL: As Saudi Arabia prepares 
to open up its stock market to foreign 
investment from the 15th June onwards, 
the S&P Pan Arab LargeMidCap Index 
has surged to record-high levels since 
April 2009. In a 1st May statement to IFN, 
S&P confi rmed that the index registered 
a total return of 10.1%. Most single 
country equity indexes in the region 
(excluding Egypt) were on an upward 
trend including the UAE with a 14.5% 
total return and Turkey bouncing back 
after four consecutive down months. 
The S&P Egypt BMI 5% decline was 
att ributed to the implementation of new 
capital gains and dividend taxation 
regulations, as opposed to any material 
change in outlook.
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MIDDLE EAST
Al Baraka distributes 
dividends
BAHRAIN: Al Baraka Banking Group 
in a press release announced the 
distribution of US$32.8 million in cash 
dividends to shareholders for the year 
2014. As approved in the annual general 
assembly, entitlement of shareholders to 
the cash dividends are according to the 
register as of the annual general meeting 
dated the 23rd March 2015 and equal to 
three US cents per share, while bonus 
shares amounting to US$21.88 million 
and equal to 2% of issued and paid-up 
capital have been added to shareholders’ 
accounts.

SASCO secures Islamic 
inancing

SAUDI ARABIA: Saudi Automotive 
Services (SASCO) has procured a 
SAR550.94 million (US$146.87 million) 
Shariah compliant fi nancing facility 
from Banque Saudi Fransi. According to 

a bourse fi ling, part of the fi nancing is 
renewal of an existing facility amounting 
to SAR245.83 million (US$65.53 million) 
and will be used to fund the acquisition 
of new lands and stations in line with the 
fi rm’s expansion plans.

Global seeks to relist on KSE
KUWAIT: Global Investment House, 
which off ers Islamic fi nancial services, 
in a statement on its website announced 
that it has completed fi ling of its 
application today with the Capital 
Markets Authority of Kuwait to relist 
its ordinary shares on the Kuwait Stock 
Exchange (KSE). The actual time for 
admission of the shares on the KSE 
and their subsequent trading will be 
dependent upon regulatory approvals 
and the company meeting the mandated 
regulatory conditions for listing.

Kuwaiti investment reforms
KUWAIT: The country’s Capital 
Markets Authority plans to separate 
the sett lement of trades from its central 
depository and make the time allowed 

for the transfer of securities the same 
for all investors, to bring its practices in 
line with international norms, according 
to Reuters. The regulator seeks to 
improve the investment environment in 
the country and raise its classifi cation 
among index companies such as MSCI to 
emerging market from frontier market, 
which includes plans to take sett lement 
of stock sales away from the Kuwait 
Clearing Company. The regulator is 
also looking to launch a bank for cash 
sett lement.

NBO throws in hat for UFC
OMAN: National Bank of Oman (NBO) 
in a statement to the Muscat Securities 
Market has expressed its intention 
to acquire United Finance Company 
(UFC)’s operations subject to conducting 
proper due diligence. NBO affi  rmed 
that no legally binding commitments 
have been made and that the matt er is 
still subject to review and approval by 
NBO’s board of directors and the local 
regulatory authorities. UFC also received 
similar proposals from Bank Nizwa and 
Al Omaniya Financial Services.

RESULTS
Al Salam Bank-Bahrain
BAHRAIN: Al Salam Bank-Bahrain made 
a net profi t of BHD3.91 million (US$10.3 
million) in the fi rst quarter, a decline 
from BHD4.09 million (US$10.78 million) 
recorded in the same period in 2014, the 
bank’s fi nancial statements showed. Total 
assets for the period stood at BHD1.95 
billion (US$5.14 billion).

EIIB-Rasmala
UK: European Islamic Investment Bank 
(EIIB-Rasmala) registered a pre-tax 
profi t of US$2.3 million in 2014, a slight 
increase from the US$2.23 million 
recorded in 2013. The bank said in a 
statement that as at the end of last year, 
total assets under management stood at 
US$1.11 billion. The group plans to invest 
approximately US$1 billion in a broad 
mix of real estate transactions and looks 
to expand its leasing and alternative 
business to exceed US$1.5 billion over the 
next 24 months.

QInvest
QATAR: Islamic fi nancier QInvest 
reported a 57% increase in net profi t 
for the fi rst quarter to US$7.48 million 
against the same period last year. 

According to a media release, revenue for 
the fi rst quarter accrued 27% to US$20.7 
million year-on-year.

Jordan Islamic Bank
JORDAN: Jordan Islamic Bank realized 
a net profi t growth of about 9% in 
the fi rst quarter to US$16.08 million. 
According to a statement, total assets for 
the period reached US$5.47 billion. The 
bank plans to expand its SME fi nancing 
portfolio this year as well as grow its 
network branch.

Abu Dhabi Islamic Bank
UAE: Abu Dhabi Islamic Bank registered 
a 10.1% year-on-year growth in net profi t 
for the fi rst quarter to AED450.8 million 
(US$122.73 million). According to its 
latest fi nancial statements, total assets as 
at the 31st March 2015 stood at AED114.06 
billion (US$31.05 billion).

Finance House
UAE: Finance House reported a 
consolidated net profi t of AED25.53 
million (US$6.95 million) in the fi rst 
three months of the year, lower than 
the AED35.51 million (US$9.67 million) 
recorded the same period in 2014. 
According to a statement on its website, 
the fi rm saw net interest income and 

income from Islamic fi nancing and 
investing assets jump 47% year-on-year 
buoyed by high growth in the fi nancing 
books and fi xed income securities 
portfolio.

TAKAFUL
New Takaful irm for Somalis
SOMALIA: Takaful Insurance Company 
has commenced operations in Somalia’s 
northeastern state of Puntland, 
according to independent news website 
GaroweOnline.com.

Etiqa eyeing regional 
expansion
MALAYSIA: Maybank Ageas Holdings, 
the operator of the Etiqa Takaful and 
insurance brands, is negotiating with 
several players to expand its business 
via acquisition in Indonesia and the 
Philippines, reported The Edge quoting 
CEO Kamaludin Ahmad. Kamaludin 
also dismissed rumors that the group is 
looking to list Etiqa. Commanding 47.3% 
and 20.5% of the General Takaful and 
Family Takaful markets respectively, the 
group’s Islamic insurance business is 
expected to see gross writt en premiums 
grow between 10% and 12% this year.
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RATINGS
Menara ABS’s Sukuk ratings 
reaf irmed
MALAYSIA: RAM in a statement has 
reaffi  rmed the respective ‘AAA’, ‘AA2’, 
‘A1’, ‘A2’ and ‘AAA’ ratings of the Tranche 
A1, Tranche A2, Tranche A3, Tranche A4 
Sukuk (collectively, the Tranche A Sukuk) 
and the Tranche B Sukuk under Menara 
ABS’s RM1 billion (US$281.59 million) 
Sukuk Ijarah program (2008/2023). 
Concurrently, RAM has revised the 
outlook on the ratings of Tranches A2, 
A3 and A4 from negative to stable, 
while maintaining the stable outlook on 
Tranches A1 and B.

Grand Sepadu’s Sukuk obtains 
preliminary rating
MALAYSIA: MARC has assigned a 
preliminary rating of ‘AA-IS’ to Grand 
Sepadu’s proposed Sukuk Murabahah 
issuance worth RM210 million (US$59.11 
million). The outlook on the rating is 
stable. MARC said in a statement that 
proceeds from the issuance will be 

mainly utilized to facilitate the roll-over 
of Grand Sepadu’s existing bridging loan 
of RM200 million (US$56.29 million) that 
was taken to part-fi nance the acquisition 
of assets and concession rights of 
the New North Klang Straits Bypass 
Expressway.

Bangladesh’s credit pro ile 
remains strong
BANGLADESH: Moody’s in a statement 
conveyed that Bangladesh’s ‘Ba3’ foreign 
currency government bond rating refl ects 
its track record of macroeconomic 
stability, a modest debt burden, and 
limited external vulnerabilities with an 
ample foreign reserve buff er. However, a 
fractious political environment, narrow 
tax revenue base, and a very low level of 
per capita income constrain the rating.

aafaq Islamic inance 
assigned ‘A-/A2’ ratings
UAE: aafaq Islamic Finance, according 
to a press release, has been assigned 
national scale ratings of ‘A-/A2’ by the 
Islamic International Rating Agency. The 

agency noted that aafaq remains well-
positioned within its niche and gave 
a ‘stable’ outlook for the institution’s 
ratings.

Thailand’s outlook revised to 
stable
THAILAND: RAM in a statement has 
reaffi  rmed Thailand’s ASEAN-scale 
rating of ‘seaAA1(pi)’ and revised the 
outlook on the rating to stable from 
negative in June 2014. “Despite its 
economic challenges, Thailand still stacks 
up well against ASEAN peers,” says 
Esther Lai, RAM’s head of sovereign 
ratings. The country has a healthy 
external position, a bett er track record of 
monetary and fi nancial stability, deeper 
capital markets and bett er infrastructure 
compared to other ASEAN nations. 
The stable outlook refl ects the country’s 
strong external buff ers, balanced by a 
sluggish economic environment and 
evolving political landscape.

MOVES
Aseel Islamic Finance
UAE: Aseel Islamic Finance has 
appointed Fatima Qasimi as its new 
CEO, according to a press release.

Bank Negara Malaysia
MALAYSIA: Bank Negara Malaysia 
in a press release has announced the 
appointment of a new assistant governor 
and secondment of an assistant governor 
to the IMF. Bank Negara Malaysia has 
appointed Mohd Adhari Belal Din as 
assistant governor and secondment of 
assistant governor Marzunisham Omar 

who is in charge of the economics, 
monetary policy, international and 
statistical services departments to 
the IMF as executive director for a 
duration of two years. Marzunisham 
will be temporarily replaced by assistant 
governor Shaik Abdul Rasheed Abdul 
Ghaff our who will cover this portfolio. 
All appointments take eff ect on the 1st 
May 2015.

Allen & Overy
GLOBAL: Allen & Overy has in a press 
release announced the promotion of 
33 lawyers to counsel. The promotions 
are in 15 offi  ces across the Middle East, 
Europe and the Asia Pacifi c region 

and include lawyers in the banking, 
corporate, international capital market, 
litigation and tax practices. For its 
Middle East practice, those promoted 
included: Simon Chan and Anthony 
Traboulsi from the Qatari offi  ce and 
Salam Alsmadi of the Dubai offi  ce.

National Takaful Company
UAE: According to a statement on 
the website of Abu Dhabi Securities 
Exchange, Oussama Kaissi, CEO of the 
National Takaful Company (Watania), 
has tendered his resignation for personal 
reasons. Oussama is due to step down on 
the 13th July 2015.

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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Expected date Company's name Size Structure Announcement Date
2015/2016 fi scal 
year

Government of Egypt TBA Sukuk 5th May 2015

2015 Government of Ivory Coast XOF300 billion Sukuk 24th April 2015

TBA Noor Bank US$3 billion Sukuk 15th April 2015

16th April 2015 International Islamic Liquidity 
Management Corporation 

US$860 million Sukuk 10th April 2015

2016 Government of Kazakhstan TBA Sukuk 9th April 2015

TBA CIMB Group Holdings RM1 billion Sukuk 9th April 2015

TBA Taliworks Corporation RM210 million Sukuk Murabahah 8th April 2015

TBA Government of Senegal TBA Sukuk 6th April 2015

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



32© 6th May 2015

SHARIAH INDEXES
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For further information regarding REDmoney Indexes contact:

Andrew Morgan
Managing Director, REDmoney Group

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

RED 

REDmoney Global Shariah Index Series

REDmoney Global Shariah Index Series (All Cap)                 6 Months REDmoney Global Shariah Index Series (Large Cap)             6 Months

REDmoney Global Shariah Index Series (Medium Cap)       6 Months REDmoney Global Shariah Index Series (Small Cap)             6 Months

 Utilities
2%Telecomunication Services

2%

 Technology
14%

 Basis Materials
15%

 Non-Cyclical
Consumer Goods Services

7%

Energy
8%

Financials
4%

Healthcare
11%

 Industrials
22%

Consumer Goods Services
15%

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 Asia Pacifi c Islamic Fund Index

Top 10 Monthly Returns for Developed Markets Funds

Fund Fund Manager Performance Measure Fund Domicile

1 CIMB Islamic Greater China Equity CIMB-Principal Asset Management 6.68 Malaysia

2 QInvest JOHCM Sharia'a J O Hambro Capital Management 1.79 Cayman Islands

3 AmOasis Global Islamic Equity AmInvestment Management 0.76 Malaysia

4 ETFS Physical Silver ETFS Metal Securities 0.38 Jersey

5 WSF Global Equity - USD I Cogent Asset Management 0.10 Guernsey

6 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.08 Saudi Arabia

7 Watani KD Money Market National Bank of Kuwait 0.07 Cayman Islands

8 BLME Umbrella Fund Sicav - SIF - USD Income 
- Class B

Bank of London and The Middle East 0.05 Luxembourg

9 Jadwa Global Sukuk Jadwa Investment 0.04 Saudi Arabia

10 Watani USD Money Market National Bank of Kuwait 0.02 Cayman Islands

Eurekahedge Islamic Fund Index (1.71)

Top 10 Monthly Returns for Emerging Markets Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al-'Aqar KPJ REIT AmMerchant Bank 11.65 Malaysia

2 Atlas Islamic Stock Atlas Asset Management 10.01 Pakistan

3 Atlas Pension Islamic - Equity Sub Atlas Asset Management 9.87 Pakistan

4 Al Meezan Mutual Al Meezan Investment Management 9.37 Pakistan

5 Tharwa Islamic Tharwa Investment Company 9.29 Kuwait

6 AlAhli Emerging Markets Trading Equity The National Commercial Bank 9.02 Saudi Arabia

7 Meezan Tahaff uz Pension Fund - Equity Sub Al Meezan Investment Management 8.60 Pakistan

8 Al-Aman Islamic Al-Aman Investment Company 7.84 Kuwait

9 JS Islamic JS Investments 7.66 Pakistan

10 NewFunds Shariah Top 40 Index ETF NewFunds 7.27 South Africa

Eurekahedge Islamic Fund Index 2.56

Based on 71.26% of funds which have reported March 2015 returns as at the 4th May 2015

Based on 71.26% of funds which have reported March 2015 returns as at the 4th May 2015
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Based on 71.26% of funds which have reported March 2015 returns as at the 4th May 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 Fixed Income Index over the last 5 years Eurekahedge Islamic Fund Fixed Income Index over the last 1 year
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Based on 71.26% of funds which have reported March 2015 returns as at the 4th May 2015

Top 10 Islamic Fixed Income Funds by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Taurus Ethical B Taurus Asset Management 61.59 India

2 SI Dana Saham Syariah Batavia Prosperindo Aset Manajemen 55.61 Indonesia

3 BNP Paribas Pesona Amanah BNP Paribas Investment Partners 46.02 Indonesia

4 Manulife Dana Ekuitas Syariah Manulife Aset Management Indonesia 42.45 Indonesia

5 Alkhair Capital Istanbul Alkhair Portfoy Yonetimi 40.34 Turkey

6 Mandiri Investa Atraktif - Syariah (Mitra Syariah) Mandiri Manajemen Investasi 40.19 Indonesia

7 Danareksa Indeks Syariah Danareksa Investment Management 39.87 Indonesia

8 CIMB Principal Islamic Equity Growth Syariah CIMB-GK Securities 39.86 Indonesia

9 Danareksa Syariah Berimbang Danareksa Investment Management 37.10 Indonesia

10 Islamic Emerging Markets Equity Certifi cate ABN AMRO Bank 36.26 Not disclosed

Eurekahedge Islamic Fund Index 2.29

Top 10 Annualized Sortino Ratio for ALL Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 12.12 Pakistan

2 Commodity Trading - SAR Riyad Bank 9.83 Saudi Arabia

3 Kagiso Islamic Equity Kagiso Asset Management 6.13 South Africa

4 Taurus Ethical B Taurus Asset Management 6.08 India

5 Public Islamic Select Enterprises Public Mutual 5.15 Malaysia

6 Alkhair Capital Istanbul Alkhair Portfoy Yonetimi 4.16 Turkey

7 Public Islamic Bond Public Mutual 3.40 Malaysia

8 PB Islamic Bond Public Mutual 3.16 Malaysia

9 Mashreq Al-Islami Income Mashreq Capital (DIFC) 2.83 UAE

10 Emirates Global Sukuk Limited USD 
Institutional Share Class (Acc)

Emirates NBD Asset Management 2.75 Jersey

Eurekahedge Islamic Fund Index 0.20
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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
21st Apr 2015 Noor Bank UAE Sukuk Euro market 

public issue
500 Standard Chartered Bank, Dubai Islamic 

Bank, South Indian Bank, Citigroup, Emirates 
NBD, Al Hilal Bank, QInvest, Barwa Bank

17th Apr 2015 Aman Sukuk Malaysia Sukuk Domestic market 
public issue

140 RHB Capital, CIMB Group, AmInvestment 
Bank

8th Apr 2015 Malaysia 
Sovereign Sukuk

Malaysia Sukuk Euro market 
public issue

1,500 Standard Chartered Bank, HSBC, CIMB 
Group

6th Apr 2015 Point Zone (M) 
Sdn

Malaysia Sukuk Domestic market 
public issue

219 Maybank, CIMB Group, Hong Leong 
Financial Group, Affi  n Investment Bank, 
AmInvestment Bank

25th Mar 2015 Khadrawy UAE Sukuk Euro market 
public issue

913 Standard Chartered Bank, JPMorgan, HSBC, 
National Bank of Abu Dhabi, Dubai Islamic 
Bank, Abu Dhabi Islamic Bank, Citigroup, 
Emirates NBD

25th Mar 2015 Danga Capital Malaysia Sukuk Domestic market 
public issue

547 RHB Capital, CIMB Group

24th Mar 2015 Government of 
Ras Al Khaimah

UAE Sukuk Euro market 
public issue

1,000 JPMorgan, National Bank of Abu Dhabi, 
Citigroup, Al Hilal Bank

23rd Mar 2015 DanaInfra 
Nasional

Malaysia Sukuk Domestic market 
public issue

943 RHB Capital, Maybank, CIMB Group, Affi  n 
Investment Bank, AmInvestment Bank

20th Mar 2015 Mah Sing Group Malaysia Sukuk Domestic market 
public issue

146 Maybank, CIMB Group

20th Mar 2015 HSBC Amanah 
Malaysia

United 
Kingdom

Sukuk Domestic market 
public issue

203 HSBC, Maybank, Hong Leong Financial 
Group

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



37© 6th May 2015

LEAGUE TABLES

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 7.5 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 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

2,479 6.4 Standard Chartered Bank, RHB Capital, Maybank, CIMB 
Group, AmInvestment Bank, Affi  n Investment Bank, Bank Islam 
Malaysia

3 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

1,500 3.9 Standard Chartered Bank, HSBC, CIMB Group, Emirates NBD

3 Malaysia Sovereign 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,500 3.9 Standard Chartered Bank, HSBC, CIMB Group

5 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

6 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

1,000 2.6 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank, 
Citigroup

6 Hong Kong Sukuk 
2014

Hong 
Kong

Sukuk Euro market 
public issue

1,000 2.6 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
CIMB Group

6 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 2.6 HSBC, CIMB Group, Citigroup

6 Government of Ras 
Al Khaimah

UAE Sukuk Euro market 
public issue

1,000 2.6 JPMorgan, National Bank of Abu Dhabi, Citigroup, Al Hilal 
Bank

6 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

1,000 2.6 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
Dubai Islamic Bank, Sharjah Islamic Bank, Emirates NBD, Al Hilal 
Bank, Noor Bank

11 Danga Capital Malaysia Sukuk Domestic market 
public issue

992 2.6 RHB Capital, CIMB Group

12 Bank Pembangunan 
Malaysia

Malaysia Sukuk Domestic market 
public issue

948 2.5 HSBC, CIMB Group

13 Khadrawy UAE Sukuk Euro market 
public issue

913 2.4 Standard Chartered Bank, JPMorgan, HSBC, National Bank 
of Abu Dhabi, Dubai Islamic Bank, Abu Dhabi Islamic Bank, 
Citigroup, Emirates NBD

14 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

14 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

16 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

743 1.9 Maybank, CIMB Group

17 ICD UAE Sukuk Euro market 
public issue

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

17 Dubai International 
Financial Centre

UAE Sukuk Euro market 
public issue

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

19 Aman Sukuk Malaysia Sukuk Domestic market 
public issue

631 1.6 RHB Capital, Maybank, Bank Islam Malaysia, CIMB Group, 
AmInvestment Bank

20 TDIC Finance UAE Sukuk Domestic market 
private placement

600 1.6 National Bank of Abu Dhabi

21 Mumtalakat Sukuk 
Holding

Bahrain Sukuk Euro market 
public issue

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

22 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

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

23 Saudi Telecom Saudi 
Arabia

Sukuk Domestic market 
public issue

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

24 ZAR Sovereign 
Capital Fund

South 
Africa

Sukuk Euro market 
public issue

500 1.3 BNP Paribas, Standard Bank, Kuwait Finance House

24 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

24 Noor Bank UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, Dubai Islamic Bank, South Indian Bank, 
Citigroup, Emirates NBD, Al Hilal Bank, QInvest, Barwa Bank

24 Kuveyt Turk 
Katilim Bankasi

Turkey Sukuk Euro market 
public issue

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

24 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

24 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

24 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

24 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

38,658 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,796 52 15.0

2 HSBC 4,056 28 10.5

3 Standard Chartered Bank 3,773 26 9.8

4 RHB Capital 3,264 44 8.4

5 Maybank 3,187 34 8.2

6 National Bank of Abu Dhabi 2,240 14 5.8

7 AmInvestment Bank 2,189 28 5.7

8 Emirates NBD 1,597 14 4.1

9 Citigroup 1,472 9 3.8

10 Dubai Islamic Bank 1,180 10 3.1

11 Deutsche Bank 754 5 2.0

12 Al Hilal Bank 701 7 1.8

13 JPMorgan 681 4 1.8

14 Natixis 658 3 1.7

15 Affi  n Investment Bank 525 9 1.4

16 Kuwait Finance House 507 5 1.3

17 Noor Bank 502 5 1.3

18 Saudi National Commercial Bank 472 4 1.2

19 BNP Paribas 442 3 1.1

20 Kenanga Investment Bank 423 6 1.1

21 Bank Islam Malaysia 389 4 1.0

22 Hong Leong Financial Group 345 10 0.9

23 Abu Dhabi Islamic Bank 328 4 0.9

24 Mitsubishi UFJ Financial Group 287 2 0.7

25 QInvest 283 4 0.7

26 Barwa Bank 279 4 0.7

27 Gulf International Bank 278 2 0.7

28 Sharjah Islamic Bank 275 2 0.7

29 First Gulf Bank 235 2 0.6

30 Morgan Stanley 207 2 0.5

Total 38,658 132 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 6,375 5 39.0

2 Baker & McKenzie 3,009 2 18.4

3 Linklaters 1,631 2 10.0

4 Cliff ord Chance 1,416 3 8.7

5 Salans FMC SNR Denton Group 1,280 2 7.8

6 Chadbourne & Parke 660 1 4.0

7 White & Case 650 1 4.0

8 Latham & Watkins 433 2 2.7

9 Norton Rose Fulbright 354 1 2.2

9 Pekin & Pekin 354 1 2.2

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 National Commercial Bank 2,909 4 25.9
2 HSBC 648 2 5.8
3 Samba Capital & Investment 

Management
604 3 5.4

4 Riyad Bank 588 3 5.2
5 Banque Saudi Fransi 574 3 5.1
6 Al Rajhi Capital 486 3 4.3
7 National Bank of Kuwait 290 1 2.6
8 First Gulf Bank 281 2 2.5
8 Union National Bank 281 2 2.5
10 Att ijariwafa Bank 267 1 2.4
10 BMCE Bank 267 1 2.4

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 Samba Capital 1,258 5 7.7
2 National Bank of Abu Dhabi 1,145 6 7.0
3 Abu Dhabi Islamic Bank 1,128 6 6.9
4 Banque Saudi Fransi 1,077 5 6.6
5 First Gulf Bank 1,005 10 6.1
6 HSBC 913 7 5.6
7 Saudi National Commercial Bank 816 4 5.0
7 Riyad Bank 816 4 5.0
9 Alinma Bank 710 3 4.3
10 Dubai Islamic Bank 706 6 4.3
11 Mashreqbank 586 3 3.6
12 Abu Dhabi Commercial Bank 561 4 3.4
13 Standard Chartered Bank 524 6 3.2
14 Emirates NBD 468 8 2.9
15 Noor Bank 448 3 2.7
16 Al Rajhi Capital 310 2 1.9
17 Al Hilal Bank 272 3 1.7
18 Barwa Bank 261 4 1.6
19 Commercial Bank of Dubai 247 3 1.5
20 Arab Banking Corporation 226 3 1.4
21 Union National Bank 217 3 1.3
22 UOB 215 1 1.3
22 Sumitomo Mitsui Financial Group 215 1 1.3
22 RHB Capital 215 1 1.3
22 Maybank 215 1 1.3
22 ING 215 1 1.3
22 CIMB Group 215 1 1.3
22 AmInvestment Bank 215 1 1.3
29 Saudi Investment Bank 171 1 1.0
30 SABB 160 1 1.0

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Maybank 2,239 1 28.4

2 Samba Capital 1,327 1 16.9

3 Abu Dhabi Islamic Bank 845 3 10.7

4 Saudi National Commercial Bank 666 1 8.5

4 Riyad Bank 666 1 8.5

4 Alinma Bank 666 1 8.5

7 Emirates NBD 302 4 3.8

8 Noor Bank 225 2 2.9

9 Dubai Islamic Bank 176 2 2.2

10 HSBC 161 1 2.1

10 Citigroup 161 1 2.1

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 7,104 7 43.3

2 UAE 5,858 15 35.7

3 Malaysia 2,239 1 13.7

4 Turkey 573 2 3.5

5 India 272 1 1.7

6 Kuwait 261 1 1.6

7 Indonesia 90 1 0.6

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 Mar 2015 Saudi Aramco Saudi Arabia 9,999

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

Saudi Arabia 2,350

15th Jan 2015 SapuraKencana TMC Malaysia 2,239

16th Mar 2015 PetroRabigh Saudi Arabia 1,870

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

22nd Mar 2015 Arab Petroleum 
Investments

Saudi Arabia 950
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MAY 2015

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

JUNE 2015

10th IFN Europe Forum Luxembourg

SEPTEMBER 2015

13th IFN Issuer 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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