
New ‘bail-in’ laws implemented by the 
EU have cast the European banking 
market into turmoil this month, 
as stringent new measures to shift 
responsibility for failing banks away 
from the taxpayer toward depositors 
and bondholders sent investors into 
uproar and paralyzed the market for 
senior bank debt. But the implications 
of the new system for Islamic banks 
could be even more severe – as 
LAUREN MCAUGHTRY discovers. 

The 1st January saw the EU deadline for 
implementation of the Bank Recovery 
and Resolution Directive (BRRD) articles 
relating to the new ‘bail-in’ powers – 
designed to transfer the burden of failing 
fi nancial institutions from the taxpayer 
to unsecured creditors and achieve 
resolution without the use of public 
funds. The new laws have the ability to 
impose losses of up to 8% on the direct 
stakeholders of a bank or qualifying 
investment fi rm through a ‘bail-in’ where 
their claims can either be writt en down 
(in the case of depositors) or converted 
to equity (in the case of bondholders). 
The regulations are brought together 
under the new Brussels-based 
Single Resolution Board (SRB), 
also launched on the 1st 
January, which takes away from 
national regulators the decision 
on when a bank has offi  cially 
‘failed’ and the responsibility 
for its resolution.

“BRRD aims to insulate taxpayers from 
fi nancing future bank failures. Following 
its implementation, we have revised our 
support assessment for most European 
countries to ‘support uncertain’ to refl ect 
our view that extraordinary government 
support for systemic banks is now 
unlikely in these banking systems,” 
explained Mohamed Damak, the global 
head of Islamic fi nance at S&P, speaking 
to IFN. “This in turn has led us to 
take out notches of support that were 
incorporated in the ratings of some of the 
European, systemically important, banks. 
We do not rate any Islamic bank in 
Europe and most probably none of them 
would be considered as [a] systemically 
important bank due to their small size 
and activities in Europe.”

Islamic impact
However, the regulations still present 
potential challenges for Islamic 
institutions or banks undertaking Islamic 
activities, with implications across a 
range of Shariah compliant structures 
and transactions – from raising funding 
from Islamic investors, to meeting capital 

requirements, to issuing Sukuk and 
Islamic instruments. 

For example, if an Islamic 
bank provided funding to a 
conventional fi nancial institution 
which subsequently failed, 

a debt-to-equity conversion 
under the BRRD could 
result in the Islamic bank 

holding equity in a non-compliant 
fi nancial institution – placing it in an 
impermissible position. “Although the 
Shariah does recognize a concept of 
necessity where Islamic investors would 
be at a disadvantage, potential Islamic 
investors should consider the potential 
Shariah compliance implications of a 
debt-to-equity conversion under the bail-
in regime and the actions to be taken in 
the event of such a resolution,” warned 
Abradat Kamalpour, the global head of 
Islamic fi nance at Ashurst. 

Another problem could be the issuance of 
Sukuk, which may also be aff ected by the 
new rules. “Applying the bail-in regime 
to Sukuk which are issued directly by 
an Islamic bank is less problematic as 
the Sukuk usually constitute liabilities of 
the bank,” explained Abradat. However: 
“The application of the regime to such 
liabilities may still present a number 
of challenges which will need to be 
considered in structuring the Sukuk.” 
In particular, the underlying Islamic 
contracts could be aff ected. For example, 
a combined Murabahah/Wakalah 
structure originated by a conventional 
bank through a compliant SPV could 
be aff ected if a bail-in had the result 
of converting or writing down the 
Murabahah component of the contract 
– which could in turn see the collapse of 
the whole structure.
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DEALS
Aeon Credit Service to 
make Series 2 Perpetual 
Sukuk periodic distribution 
on the 16th February 2016

Kuwait Petroleum Corp 
mulling Sukuk sale to 
finance investment over the 
medium term

Indonesia mandates banks 
to arrange dollar Sukuk 
issuance

Cagamas issues RM1.52 
billion (US$357.23 million) 
in debts comprising Islamic 
and conventional papers; 
first Sukuk reopening for 
IMTN

Nigeria to issue sovereign 
Sukuk in May

Oman Telecommunications 
prices US$130 million 
Sukuk at 5.3% profit rate

TSH Sukuk Murabahah to 
issue Islamic commercial 
papers

Turkish Treasury to issue 
lira Sukuk in February and 
September 2016

Kuwait Finance House to 
boost capital with Sukuk 
this year; also planning Tier 
2 issuance for Turkish unit

MAF Sukuk confirms profit 
distribution for US$400 
million Sukuk

Royal Bank of Scotland 
resigns as facility agent 
for National Bank of 
Abu Dhabi’s Islamic and 
conventional debt program; 
replaced by Standard 
Chartered Bank Malaysia 

SapuraKencana Petroleum 
issues another tranche 
under RM7 billion (US$1.67 
billion) multicurrency 
Sukuk program

Malaysia’s GII Murabahah 
issuance oversubscribed

EKVE issues maiden 
guaranteed Sukuk 
Murabahah facility worth 

RM1 billion (US$237.86 
million)

IDB mandates banks for 
potential dollar Sukuk 
issuance

NEWS
Al Baraka Bank Egypt to 
launch two new branches 
dedicated to retail and SME 
segments this year

Malaysian delegation 
identifies Kigali as pilot 
ground to introduce Islamic 
banking in Rwanda

Bank Rakyat to extend 
credit facilities and financial 
support to members 
of Securities Services 
Association of Malaysia 

Maldivian government 
establishes Khazana 
Maldives to provide 
Shariah compliant financing

Bank Negara Malaysia asks 
Lembaga Tabung Haji to 
re-examine reserve policy 
as liabilities outweigh assets

Aladdin Group of 
Companies launches Halal 
e-commerce site catering 
to banking and finance 
services among others

Investment Account 
Platform to come to market 
in February 2016

ASSEt 
mANAgEmENt
Turquoise Partners to 
introduce Iran-focused 
private equity fund 
in collaboration with 
international entity

GFH Capital distributes 
semi-annual dividends for 
four assets 

Mutual fund companies 
not subject to requirements 
under IFRS-10, says 
Securities and Exchange 
Commission of Pakistan

tAKAFUL
Union National Bank of 
Egypt awards insurance 
policy bid to Orient Takaful 
Insurance Company 

TAKAUD and Takaful 
International team up to 
expand Shariah compliant 
investment product suite 
for customers

Dar Al Takaful joins 
Tradeshield platform to 
provide online Islamic 
insurance services 

 RAtINgS
MARC affirms Sukuk 
ratings of TSH Resources’s 
SPVs 

Bahrain Islamic 
Bank’s baseline credit 
assessment  upgraded 
reflecting improvement in 
capitalization metrics

Malaysia Marine and 
Heavy Engineering 
Holdings’s Sukuk facility 
secures ‘AA-IS’ rating; 
outlook revised to negative

Moody’s affirms Indonesia’s 
sovereign rating at ‘Baa3’; 
outlook stable

Moody’s places ratings of 
PETRONAS’s subsidiaries 
on review for downgrade 
following rating action on 
the parent

Fitch affirms New 
Zealand’s rating at ‘AA’; 
revises outlook to stable

movES
Emirates NBD appoints 
Gary Dugan as chief 
investment officer for 
wealth management

Hong Leong Financial 
Group announces new 
executive leadership 
appointments

Al Rayan Bank names Ros 
King as new head of human 
resources
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Sukuk are a vital treasury tool for 
Islamic banks, and any issue with 
Shariah compliance could have an 
impact on their operating ability. Al 
Rayan Bank in its latest annual report, 
for example, notes an increase of the 
bank’s investment in Sukuk to GBP109.4 
million (US$156.4 million), principally 
to increase its liquid asset buff er. What 
would happen if these investments 
collapsed or became impermissible? IFN 
received no response from Al Rayan 
when questioned on the potential impact 
of BRRD, but it is a question worth 
thinking about. 

A question of funding
And with the regional Islamic market 
still in its infancy and only a handful 
of small players currently competing, 
the directive raises yet another specter 
– the question of capital-raising and 
compliance. The SRB requires an MREL 
(minimum requirement for own funds 
and eligible liabilities), or ‘bail-in 
buff er’ of at least 8% of a bank’s total 
assets. The Financial Stability Board 
in November introduced a minimum 
total loss-absorbing capacity (TLAC) for 
30 globally systemic important banks 
(including HSBC, Standard Chartered 
and multiple other international 
institutions active in the Islamic market) 
of at least 16% of total assets. Few 
institutions currently have those levels of 
capital. 

In some countries, such as the UK, the 
authorities are expected to be even 
more stringent. “The Bank of England 
is looking to go beyond the minimum 
expectations set out by the BRRD,” 
confi rmed David Strachan, the head of 
the EMEA center for regulatory strategy 
at Deloitt e. For example, one area is the 
UK requirement for MREL resources to 
be subordinated to operating liabilities. 
“There will likely be [a] strong preference 
for this to be achieved structurally, 
through the parent company’s issuance 
of MREL liabilities, in this instance,” 
said Strachan. In essence, this means 
institutions will need to raise 
additional capital to meet the new 
requirements. 

A rock and a hard place
This puts banks in a quandary. 
They need to raise more 
capital – but due to the new 
regulations, raising that 

capital has suddenly become a lot more 
expensive. Investors are unsurprisingly 
now demanding a premium to 
compensate for the additional risk, and 
senior debt in particular has seen spreads 
widen and the market contract. “From 
an investor point of view, it can be very 
challenging to compare the diff erent 
instruments and to calculate how you 
weigh the diff erent level[s] of risk,” 
said Antonio Foti, the head of FIG DCM 
for Italy and BNP Paribas, speaking 
to Global Capital in December on the 
upcoming regulations. “As a result, the 
senior market has been less active across 
Europe. In terms of total supply, it has 
been EUR20 billion (US$21.72 billion) less 
than in 2014.”

In simple terms, banks are less keen to 
issue senior debt as it is too expensive, 
meaning that smaller players (including 
the stand-alone Islamic banks, none of 
which are of systemic importance) could 
struggle to raise the funding they require. 
This is likely to lead to a greater focus on 
Tier 2 debt, which allows a bank to boost 
its total capital ratio while still being 
eligible for MREL and TLAC. However, 

the European market is wary of 
Tier 2 after a bad 2015 that 
saw low liquidity and limited 
issuance. “There needs to be a 

fundamental shift in banks’ 
att itudes toward the valuation 

of Tier 2 debt before the 
market can return to health,” 

Gianluca Savelli, the head 
of DCM and FI corporate 
banking for Italy and Bank 

of America Merrill Lynch, told Global 
Capital. “Banks do not have the mindset 
to pay investors what is required yet.” 

A wider impact
But both senior debt and Tier 2 are 
subject to the bail-in regulations, 
meaning that both avenues are now 
seen as inherently more risky. Overall 
bank bond issuance in Europe fell 
by 10% last year to EUR196 billion 
(US$212.86 billion) (excluding covered 
bonds) and analysts suggest that the 
European banking landscape could be in 
for a round of consolidation as smaller 
players are squeezed by rising capital 
costs and market pressure to issue more 
junior debt as a buff er for the senior 
bondholders. While many of the Islamic 
players have Middle Eastern parents 
with deep pockets (such as Qatar-owned 
Al Rayan Bank and Kuwaiti-backed 
Gatehouse Bank in the UK, or Kuwait 
Finance House’s KT Bank in Germany), 
a wave of consolidation is likely to see 
the European banking landscape become 
increasingly competitive. 

Another complication is that bank 
resolutions could force losses on retail 
investors, which would do even more to 
undermine retail investor confi dence. In 
2015, the Italian government ‘bailed-in’ 
junior bondholders at four struggling 
Italian banks, sparing senior bondholders 
and depositors. The move caused 
political pandemonium when it emerged 
that the junior bonds had been sold to 
retail investors as a savings product. 
While Shariah compliant banks are 
unlikely to fi nd themselves in a similar 
situation, these challenges could impede 
the development of the Islamic banking 
landscape in the UK and continental 
Europe – a market that has been slow to 
grow and is populated by just a handful 
of small banks predominantly scatt ered 
across the UK, France and Germany.

Chaos and confusion
The new laws are already causing 
shockwaves in the European market. On 
the 30th December for example, the news 
that Portugal planned to impose losses 
on around EUR2 billion (US$2.17 billion)-
worth of senior bonds at the beleaguered 
Novo Banco drew howls of protest and 
threats of legal action from embatt led 
investors. To add to the chaos, BRRD is 
being implemented diff erently across 

BRRD – bad news for Europe?
Continued from page 1

Applying the 
bail-in regime 

to Sukuk which are 
issued directly by 
an Islamic bank is 
less problematic as 
the Sukuk usually 
constitute liabilities 
of the bank

continued on page 4
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BRRD – bad news for Europe?
Continued from page 3

the EU, causing confusion to banks and 
investors alike and sparking sentiments 
of anger and uncertainty. France has 
announced to deal with the new bank 
bail-in laws an entirely new class of 
‘senior subordinated debt’ for example, 
while Germany has stated that deposits 
and counterparties will rank ahead of 
senior debt from 2017 onwards. In the 
UK, the Bank of England has suggested a 
balance sheet threshold of GBP15 billion 
(US$21.44 billion) for banks to be within 
scope of a bail-in strategy – meaning that 
few domestic Islamic banks are likely 
to be aff ected. Yet if the banking system 
continues to struggle, they could suff er 
by association, with experts warning that 
should the current climate of uncertainty 
continue, countries could fi nd their 
whole banking system is aff ected. “We 
are two to three years into European 
banking union, but each time something 
happens they are making it up as they go 
along. It is shocking,” Davide Serra, CEO 
of London-based Algebris Investments 
which invests in bank debt, told the FT 
last week. “If they want to protect voters 
and screw creditors, fi ne, but it will come 
at a cost eventually — there will be a 
higher cost of funding for that country’s 
banks.”

IFN contacted BLME, Gatehouse Bank, 
Al Rayan and Germany’s KT Bank to 
ask their plans for handling the new 
directive, but did not receive a response. 
It may be that much of the current chaos 
could pass over the heads of Islamic 
banks in Europe, which are in general 
small, well-capitalized and strongly 
supported – while many of the smaller 
banks do not have bondholders. 

However, if they hold any debt in other 
institutions they could still be aff ected. 
Any investment in a bank or investment 
fi rm that is liable for bail-in could be 
at risk – and this risk is not just limited 
to European institutions, meaning that 
banks outside Europe could also suff er. 
Article 55 of the BRRD is specifi cally 
designed to ensure bail-in measures also 
apply outside the EU, by requiring 
banks to include a bail-in clause 
in any contract governed by 
non-European Economic Area 
(EEA) law to ensure that the 
counterparty accepts BRRD 
bail-in liability. With a broad 
application that only excludes 
a small number of specifi ed 

areas (including retail and SME deposits, 
secured liabilities up to the value of the 
security, some employee liabilities and 
short-term liabilities of under seven days 
to unaffi  liated banks), this means that 
any bank investing into Europe must be 
aware of the potential risk involved. “In 
drafting Islamic contracts with in-scope 
entities which are governed by the law 
of a non-EEA country, consideration will 
need to be given as to whether the nature 
of the liability created falls within the 
scope of the bail-in provisions and if so, 
including contractual terms required by 
Article 55 of BRRD,” warned Abradat.

A silver lining
The new measures could also have some 
positive eff ects. “International investors 
that invest in forms of Sukuk with 
suffi  cient senior unsecured contractual 
obligations from their sponsors would 

likely benefi t from the implementation 
of BRRD if these institutions were 

to build suffi  cient Additional 
Loss Absorbing Capital (ALAC) 
buff ers,” pointed out Mohamed. 
Nevertheless, even here it pays 

to tread carefully. “Investors 
in these ALAC buff ers would 

be exposed to higher risks 
compared with senior 

unsecured creditors as these instruments 
are supposed to bear losses if these 
institutions come under stress.” 

So overall, what impact could the BRRD 
have on the regional and global Islamic 
fi nance industry? A greater one than 
you might think. “The impact goes 
beyond Europe,” warned Mohamed. 
“The introduction of loss absorbency 
features in the liabilities of fi nancial 
institutions could prompt a more 
stringent application of the profi t and 
loss-sharing principle in Islamic fi nance.” 
For example, some of the instruments 
in the liabilities of Islamic fi nance 
institutions are designed to share losses 
in case of need (such as profi t-sharing 
investment accounts). The industry has 
also developed some additional buff ers 
(such as the profi t equalization reserves 
and the investment risk reserves) to 
minimize this risk. “Going forward, we 
might see a move in the industry toward 
less government support and more 
loss-sharing applications,” suggested 
Mohamed. “But this would take time 
to be implemented in countries where 
Islamic fi nance is currently developing, 
as they are yet to implement proper 
resolution regimes and require minimum 
eligible liabilities to absorb losses.”

Either way, the new laws are more 
important to the Islamic industry than 
perhaps they fi rst appear. 

The 
introduction 

of loss absorbency 
features in 
the liabilities 
of inancial 
institutions 
could prompt a 
more stringent 
application of the 
pro it and loss-
sharing principle 
in Islamic 
inance
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The global Sukuk market continues 
to face pressure from low oil prices 
and volatile market trends, with a new 
report from S&P this month predicting 
issuance to fall by up to 20.6% in 2016 to 
US$50-55 billion – compared to US$63 
billion last year and US$116.4 billion in 
2014. And while some market players 
off er cautious optimism, a pricing 
correction is underway which could 
herald a new high yield reality for 
issuers if they want to continue raising 
funds in the Islamic market. LAUREN 
MCAUGHTRY explores. 

Investors are cautious on emerging 
markets given the current turbulence 
of monetary policy shifts in the US and 
Europe, falling oil prices and Chinese 
weakness. However, despite the wait-
and-see att itude of the fi rst quarter, there 
is no need to despair just yet. “Markets 
are volatile but I expect issuance volumes 
to pick up during the year as there is 
certainly a need for US dollar funding” 
said Hitesh Asarpota, the head of debt 
capital markets at Emirates NBD Capital. 
“In my opinion, regional markets have 
bott omed out, and we should see an 
uptick soon.”

However, a new reality is dawning in 
which the issuer no longer calls the shots. 
In a reversal of the traditional power play 
where high demand for Sukuk is met 
with limited supply, market volatility 
and caution of emerging economy risks 
have meant that issuers are seeing much 
higher prices than they could expect 
previously. “The price diff erential is 
wider,” said Rizwan Kanji, a partner at 
King & Spalding. “I don’t think pricing 
will go down. The issuer is currently 
sitt ing in the pre-2015 space but the 
investor has moved on into the higher 

yield space. The sooner the issuer comes 
to terms with a higher cost of funding, 
the bett er.”

Hitesh agrees: “The fi rst half of this year 
will be an adjustment period – issuers 
are looking at historical prices and 
investors are looking at current pricing so 
it will take some time to adjust to a new 
normal.”

In fact, clients who postponed deals at 
the end of last year in the hope of bett er 
pricing have reportedly been meeting 
disappointment again in 2016, according 
to IFN sources – when they revisit the 
market, they fi nd the pricing hasn’t 
changed. This has led to a segmentation 
in issuers. “Those who do not need 
funding immediately can aff ord to wait 
and see. But those who do not have 
the luxury of waiting – who need the 
funding – will realize that they have to 
pay a premium,” predicted Rizwan. “But 
around March, more people may realize 
that Ramadan and the summer lull is on 
the way; they may have to come to terms 
with the higher pricing.”

Of course, high quality paper will always 
be in demand – and here, this could 
work to issuer advantage. “This is a great 
time for high-quality issuers to go to the 
market to raise capital – there’s still a lot 
of liquidity out there looking to place 
excess funds in high-quality assets that 
generate some returns. Quality issuers 
will get good pricing that could be 
even tighter in the Sukuk market than 
the conventional space, regardless of 
industry sector,” pointed out Kavilash 
Chawla, a partner at consulting fi rm 
Baton Global. “When we look at the 
conventional space, we do see a lot of 
high-quality companies or sovereigns 

going to the market to raise debt because 
they know there is a lot of demand out 
there. Asset managers need to deploy 
their capital to generate some form of 
return, and there are limited options 
available making the stronger issuances 
highly sought after and consequently 
more att ractive.”

The problem is that there just is not 
enough ‘AAA’ or even ‘AA’ paper hitt ing 
the market. One potential test could be 
the upcoming ‘AAA’-rated IDB Sukuk, 
expected in the fi rst quarter of this year 
at a benchmark size of US$500 million 
upwards (according to Reuters). The 
bank last issued US$1 billion in March 
2015 and the fi ve-year paper was priced 
at 8bps above midswaps, the lowest 
spread in the bank’s history. It will be 
interesting to watch the latest issuance 
from the IDB – a similarly tight pricing 
will imply that investors are willing to 
compromise on yield to achieve security 
and comfort, while a higher yield could 
suggest that this new era of high pricing 
is indeed here to stay.

The new normal: Sukuk pricing in a buyer’s market

This is a great 
time for high-

quality issuers to 
go to the market 
to raise capital – 
there’s still a lot of 
liquidity out 
there
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Terrorism, violent demonstrations, 
internal confl icts and perceptions 
of criminability – such themes are 
unfortunately more prevalent today, 
and more so in the MENA region than 
anywhere else in the world. With 
rising political uncertainties, VINEETA 
TAN explores how Islamic players are 
positioning themselves to assist Muslim 
investors manage their risks. 

The MENA region has been a hotbed 
of civil unrest in recent years aff ecting 
millions economically, socially, physically 
and emotionally and its eff ects are spilling 
over to other regions; this has prompted 
greater demand for insurance operators to 
provide coverage for damages and losses 
caused by politically-motivated violence. 

According to the Global Peace Index (GPI), 
MENA has suff ered the largest decline 
of any region in the world – plummeting 

11% over the last eight years (since 2015) 
as sectarian strife, terrorism and civil 
unrest rage on in the area; the zone is now 
considered the most violent region in the 
world. GPI data shows that the average 
country score has deteriorated 2.4% 
signalling that the world is less peaceful. 
In 2014, it is estimated that the economic 
impact of violence worldwide cost US$14.3 
trillion, or 13.4% of the global GDP.

“The MENA area has seen fi rst-hand 
the value of political violence insurance 
over the past fi ve years, with signifi cant 
periods of unrest and political violence in 
many countries,” agreed Fawzi Omari, a 
political violence underwriter at Chaucer 
Syndicate 1084. Chaucer, a specialist team 
underwriting a global war and terrorism 
and political violence account with almost 
a quarter of its business emanating from 
MENA, is backing London’s Cobalt 
in off ering Lloyd’s fi rst-ever Shariah 

compliant political violence product to 
meet a widening demand and supply 
gap in the market as escalating social 
unrest and rising geopolitical turmoil in 
the MENA region become an increasingly 
vital component in the risk management 
strategies of Muslim investors.

“Political violence is a concern raised in 
more and more of our discussions with 
clients and brokers, and we are delighted 
to be able to off er Islamic buyers and 
markets a product that enables them to 
manage their growing political risks in a 
Shariah compliant way,” shared Richard 
Bishop, CEO of Cobalt.

Cobalt is not the only one providing such 
services – Arab Orient Egypt Takaful 
Insurance also covers the risk of political 
violence; the fi rm last year won the bid to 
extend coverage to the Hilton Corniche 
hotel in Alexandria.

Great demand for political violence Takaful products as MENA 
becomes most violent region
Table 1: Key confl ict statistics for countries profi led, 2014
Country Confl ict 

related 
fatalities

Total 
displaced 
persons

Internally 
displaced 
persons 

Refugees 
originating from 
the country

Foreign refugees 
residing in the 
country

Cost of violence (US$) Cost as 
% GDP

Syria 71,667 9,550,265 6,520,800 3,029,465 149,377 US$56,736,469,736 42%
Iraq 18,489 2,330,057 1,903,943, 426,114 254,215 US$152,322,962,059 31%
Yemen 3,836 337,026 334,512 2,514 245,801 US$9,951,422,174 9%
Libya 3,060 67,388 63,985 3,353 25,561 US$14,673,899,539 14%
Israel 2,414 1,043 0 1,043 48,201 US$32,214,622,557 12%
Lebanon 360 4,238 0 4,238 1,115,988 US$6,646,573,618 8%
Source: Global Peace Index 2015 report

The Islamic Corporation for the 
Development of the Private Sector 
(ICD) has secured a mortgage fi nance 
license – the fi rst granted by the Saudi 
Arabian Monetary Agency – for its 
newly-launched joint venture with 
Saudi Arabia’s Public Investment Fund, 
a promising move for the Kingdom’s 
housing market – a keystone in the 
GCC country’s economic development 
strategy. VINEETA TAN reports.

With eyes on raising home-ownership 
levels for the nation whose housing 
landscape is deemed as overcrowded and 
generally out of reach for the middle and 
lower class, Bidaya Home Finance will 
meet the latent demand for mortgage 

with Islamic fi nancial instruments 
by working closely with real estate 
developers and professional service 
providers.

“Our role as a facilitator will aim to 
address the economic and social issue 
by increasing access to fi nance for 
middle-income homebuyers, and thereby 
signifi cantly contributing toward the 
sustainability of the housing sector 
in the Kingdom,” explained Khaled 
Mohammed Al Aboodi, the chairman of 
Bidaya Home Finance and also CEO of 
the ICD.

Urbanization and a steady population 
growth especially among the younger 

demographics entering marriageable 
age are driving demand for housing. 
However, the Arab nation of 20.7 million 
is struggling with an infl ated housing 
market. The government in the last fi ve 
years has stepped up eff orts to make 
homes more aff ordable to the public – it 
intends to increase homeownership rates 
to 80% by 2024, a 20 percentage point 
boost from current levels, according to 
data from the Saudi Central Department 
of Statistics.

Over the next 11 months, Bidaya – with 
a paid-up capital of SAR900 million 
(US$239.85 million) – plans to open three 
new service hubs and create a digital 
presence.

The ICD and PIF launch pioneering Shariah mortgage inance 
company to boost Saudi homeownership
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International interest in Iran is already 
on the rise, with the latest news that 
independent Swiss banking group 
REYL Group has nipped ahead of its 
peers to enter the market through its 
Dubai-based REYL Finance (MEA) 
in partnership with leading Iranian 
fi nancial services group Turquoise 
Partners through a new private equity 
fund announced on the 28th January. 
LAUREN MCAUGHTRY discovers 
more. 

Focused on the Iranian consumer 
and hoping to leverage the expected 
explosion in demand for retail 
commodities and luxury items, the fund 
will focus on the sectors of consumer 
goods, pharmaceuticals and hospitality 
and aims to raise US$200 million in the 
fi rst six months of 2016. 

“Iranian companies are in great need of 
investment which can drive opportunity 
and fi nancial restructuring that will allow 
them to realize tremendous potential,” 
said Rouzbeh Pirouz, the chairman of 
Turquoise Partners. “Iranian companies 
are more often than not suff ering from 
ineff ective management and are in great 
need of investment. We hope that this 
fund will allow this opportunity for 
companies to be turned around.”

The fund not only channels a valuable 
opportunity for the Iranian market 
to grow and develop, but presents a 
tempting prospect for international 
investors seeking fi rst-mover advantage 
in this esoteric market. “We believe 
this venture provides an excellent 
opportunity for international investors 
looking to gain exposure to the Iranian 
growth story,” commented Pasha 
Bakhtiar, a partner and CEO of REYL 
Finance (MEA). “Turquoise and REYL 
together bring a robust, thorough and 
diligent understanding on how to 
invest in Iran under the new economic 
environment, and we are extremely 
excited to be the fi rst private equity 
vehicle for an international investor 
base.”

The fund is the fi rst private equity 
fund of its kind in the market, but 
other players are already queuing up 
to get involved. Last year Turquoise, 
which currently manages over 90% of 
all existing foreign investment on the 
Tehran Stock Exchange (TSE), partnered 
with UK-based Charlemagne Capital 
to launch an Iran-focused equity fund. 
On the 21st January, Charlemagne was 
reported to have bought US$50 million 
of 18 TSE-listed stocks; while UK asset 

manager Sturgeon Capital has also been 
active since December. And just last week 
Iranian investment fi rm Griff on Capital 
announced yet another general equity 
fund designed to att ract foreign capital 
into the country. Focusing on listed 
securities, the Griff on Iran Flagship Fund 
aims to reach EUR100 million (US$108.6 
million) in the TSE and the OTC Iran 
Fara Bourse. 

Amid tumbling markets in the Middle 
East, the TSE All-Share Index in the fi nal 
week of January 2016 recorded positive 
returns for fi ve days in a row with an 
increase of 6.68%, closing at 71,011, as of 
the 28th January – while the average daily 
trade volume of the market increased 
signifi cantly to US$146 million, up 94.6% 
from the fi nal week of January 2016, 
according to FXStreet. And it seems as 
if the world and his wife are lining up 
for a slice of the pie. “We are seeing 
great interest from foreigners and have 
been receiving about 30 emails a day 
from people wanting to invest,” Sanam 
Mahoozi, the PR manager at Turquoise 
Partners, confi rmed to IFN. “Since 
implementation day, investors have been 
showing some real signs of interest in 
the past weeks. We expect this interest to 
grow.”

New private equity fund for Iran signals keen investor interest 

VINEETA TAN explores how the Dubai 
government will support homegrown 
SMEs using Islamic fi nance through its 
dedicated agency Dubai SME as it looks 
to support the growth of and boost 
competitiveness of small and medium 
businesses which form a majority of the 
enterprise population in the emirate.

Dubai SME, a unit of the Department of 
Economic Development, has engaged 
Emirates Islamic (EI) as its preferred 
fi nance partner for SMEs registered 
under the agency, allowing young 
businesspeople access to customized 
Shariah compliant fi nancial solutions. 

“SMEs form the backbone of the UAE 
economy and will play a key role in the 
growth of the nation. Our SME business 
has been our fastest-growing segment 
in the last three years and through our 
partnership with Dubai SME, we aim 
to continue to contribute to this vital 
sector,” said Jamal Ghalaita, CEO of EI.

Although SMEs account for 95% of 
total fi rms in Dubai and 40% of total 
value added to the emirate’s economy, 
however, in terms of competitiveness as 
measured by productivity per person, 
these fi rms lag behind economies such as 
Singapore and South Korea which boast a 
productivity of AED391,816 (US$106,649) 
and AED214,787 (US$58,463.1) 
respectively against Dubai’s AED112,253 
(US$30,554.3), according to Dubai SME.

Data from the agency also show that 
externally-sourced funding for the SME 
community remains low with only 23% 
of enterprises accessing bank fi nance in 
the last fi ve years (from 2014). A majority 
(80%) of these businesses are funded 
privately through personal savings, with 
only 10% of SMEs securing long-term 
fi nancing for capital investment in their 
business. And a lack of investment in 
information communication technology, 
human capital development and 

business optimization processes has 
been identifi ed as a major crux behind 
the shortfall of competitiveness at an 
international level.

Over one-third of small and medium 
businesses surveyed by Dubai SME have 
indicated that their capital expansion and 
business investment plans are funded 
through term loans, with a majority 
(59%) confi rming that they seek the help 
of banks to meet their working capital 
requirements.

Connecting SMEs to banks is one 
measure Dubai SME is taking as part of 
its mandate to develop the SME industry.
“At Dubai SME, our focus is on 
launching varied initiatives and creating 
a comprehensive partner network to 
provide SMEs and entrepreneurs with 
the support required to launch and 
expand within and beyond the country,” 
commented Abdul Baset Al Janahi, CEO 
of Dubai SME.

Dubai government supports SMEs with Islamic inance
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As markets pick up moving forward 
into 2016, IFN asks the industry on 
ways to improve this year. Looking at 
Islamic asset management this week, 
an area that has been said to bear great 
potential but still lacks in progress 
compared to other segments of the 
industry, NABILAH ANNUAR assesses 
what can be done to make things bett er 
amid an emerging trend of new avenues 
this year.

Shariah compliant asset management 
is an all-encompassing component of 
the industry that is able to penetrate 
markets at all levels. It has nevertheless 
gained sluggish popularity among both 
retail and institutional as well as Islamic 
fi nance prominent and non-prominent 
markets. Industry observers have urged 
wealth and asset management companies 
to remedy the issue. 

The poll results this week suggested 
that the sector should focus on product 
development (66% vote) moving forward. 
Off ering a bett er suite of products seems 
to be the most important issue to address. 
This is followed by regulatory reform 
(17%) in terms of compulsory allocation 
of assets in Shariah investment vehicles, 
as well as increasing investor education 
(17%). A trend that can thus far be seen 
since the start of the year is the opening 

of new markets for asset management, 
off ering investors a wider variety of 
options geographically. Although 
this may not address the necessity of 
availability of bett er products, it still 
provides depositors more options. 

Opening up the US to Shariah compliant 
investors, a California-based real estate 
private equity fi rm seeks to raise US$250 
million for its new property fund, with 
a Shariah compliant feeder, focused 
on assets across the US. If the target is 
met, the Ethika Investment Diversifi ed 
Opportunity Fund II will allow Ethika 
Investments to fund new acquisitions 
of nearly US$1 billion over the next few 
years in 30 key US markets. The Los 
Angeles fi rm, with a large portion of its 
clientele (nearly 45%) from outside the 
US, will capitalize on growing industries 
including fi nancial services, energy, 
technology, health care and education.

Similarly in Indonesia, it can be seen 
that asset management companies are 
venturing out to provide more att ractive 
off erings for their clients. Bahana TCW 
Investment Management in early 
January announced that it is preparing 
an off shore Shariah-based mutual fund 
after receiving approval from Otoritas 
Jasa Keuangan for such assets. The fund 
will likely consist of Shariah equity assets 
from India, Thailand and the Philippines, 
and is expected to launch within the fi rst 
quarter. 

Other new markets that seem to be 
opening up are Australia and Iran. 
Equitable Financial Solutions (EFSOL), 
a Shariah compliant fi nancial solutions 
provider, looks to bolster its Islamic 
investment portfolio by another 
AU$100 million (US$70.74 million) in 
anticipation of a spike in demand over 
the medium term driven by a growing 
class of sophisticated IT-literate Muslim 
investors. 

Following the lifting of sanctions, Iran 
has been witnessing uninterrupted 
interest from all angles. Swiss banking 
group REYL Group through its Dubai-
based REYL Finance (MEA) entered 
into a partnership recently with 
leading Iranian fi nancial services group 
Turquoise Partners sett ing up a new 
private equity fund. Focused on the 
Iranian consumer and hoping to leverage 
on the demand for retail commodities 
and luxury items, the fund will focus 
on the sectors of consumer goods, 
pharmaceuticals and hospitality aiming 
to raise US$200 million within the fi rst 
half of the year.

As 2016 opens itself to new markets, it is 
hoped that the Islamic asset management 
sector not only focuses on organic 
growth, but also improves on product 
development providing a bett er selection 
of products particularly in established 
markets. 

IFN Weekly Poll: What would be the best way to propel the 
Islamic asset management industry forward?

17%

17%

66%

What would be the best way to propel the 
Islamic asset management industry 
forward?

Offering a 
better suite of 

products seems to be 
the most important 
issue to 
address
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Continuing its momentum from last 
week, the sovereign Sukuk market 
has remained buzzing. Countries 
such as Malaysia, Indonesia, Turkey 
and Kuwait have all stepped forward 
with Sukuk plans. The recent spate of 
upcoming sovereign papers is deemed 
to be linked to expected budget defi cits 
driven by depressed oil and energy 
prices. As usual, NABILAH ANNUAR 
provides a comprehensive insight into 
the advancements in the sovereign 
Sukuk arena this week.

The Malaysian government has 
auctioned the next series of its 
government investment issue Murahabah 
amounting to RM2 billion (US$479.88 
million) on the 29th January 2016. 
According to an announcement on Bank 
Negara Malaysia’s (BNM) website, the 
paper will mature on the 31st October 
2035 and BNM may purchase up to 10% 
of the issuance size. The government is 
expected to face a revenue shortfall of 
between RM5 billion (US$1.2 billion) and 
RM11 billion (US$2.64 billion), based 
on the assumption that crude oil prices 
average at US$30 per barrel this year, and 
that the government maintains its fi scal 
defi cit target at 3.1% of gross domestic 
product (GDP). Quoting RHB Research, 
local daily The Edge Markets conveys 
that according to government estimates, 
every US$1 drop in oil prices will result 
in a RM300 million (US$71.98 million) 
drop in government revenue. Based 
on such statistics, industry observers 
are expecting the sovereign to tap the 
bond markets or more likely the Sukuk 
markets to plug this gap. 

Similarly in neighboring Indonesia, the 
government mandated Dubai Islamic 
Bank, CIMB, Citigroup, Deutsche Bank 
and Standard Chartered to arrange the 
sale of its planned US dollar Sukuk, 
according to Reuters quoting unnamed 
sources. Finance minister Bambang 
Brodjonegoro had told the press on the 
27th January 2016 that the government 
needs to expedite the sale of the Sukuk in 
order to anticipate further changes in US 
interest rates. Recently conducting a sale 
in January, Indonesia’s issuances have 
thus far been used to fi nance the 2016 
State Budget.

Depressed oil prices have since 2015 
assisted in driving up sovereign Sukuk 
issuances in the Middle East. To draw an 
example, Oman in 2015 made its Sukuk 

debut with its fi ve-year OMR200 million 
(US$ 517.93 million) benchmark off ering. 
As one of the smaller GCC countries, 
Oman is seen to be more susceptible to 
the lower oil price and as such likely 
to have a higher than average budget 
defi cit. The issuance was expected to 
help bridge that gap. The volatile price 
of crude oil has over the past year 
inevitably had an impact on countries 
whose GDP is unavoidably linked 
with the price of oil. The impact on 
budgets means that countries will look 
to diversify their funding platforms and 
Shariah compliant debt capital markets is 
one option alongside, or even instead of, 
the conventional capital markets.

State-run Kuwait Petroleum Corp (KPC) 
is considering selling Sukuk and bonds 
to help pay for a planned investment of 
US$100 billion over the next fi ve years to 
boost oil output, according to Bloomberg 
quoting KPC’s CEO Nizar Al Adsani who 
added that this could pave the way for 
KPC to be rated by international credit 
agencies. The company earlier in January 
announced plans to arrange a US$10 
billion loan to expand refi neries to make 
cleaner-burning fuels.

Up north in Central Asia, the Turkish 
government is expected to issue lira-
denominated lease certifi cates in 
February and September as part of its 
revised 2016-18 medium-term program 
as dictated by the 2016 Treasury Finance 
Program. According to a press release 

by the Prime Ministry Undersecretariat 
of Treasury, a total of TRY1.8 billion 
(US$607.84 million) will be raised 
through lease certifi cates in February 
2016, subject to market conditions. It is 
noted in a separate statement that the 
Treasury raised TRY3.4 billion (U$1.15 
billion) via lease certifi cates in February 
and August of 2015.

Moving south to Africa, Nigeria is 
set to issue its sovereign Sukuk in 
May 2016, according to Naija247news 
quoting the Securities and Exchange 
Commission (SEC)’s director-general 
Mounir Gwarzo. The issue is expected 
to be oversubscribed with enhanced 
participation from domestic and foreign 
investors. The SEC is reportedly working 
with the Debt Management Offi  ce 
(DMO) to ensure the bond will be issued 
promptly within the set timeline and 
would support the DMO in capacity-
building to ensure the successful issuance 
of the bond.

Sovereign Sukuk: Plugging de icits 
Upcoming sovereign Sukuk
Country Amount Expected date
Nigeria TBA May 2016
Emirate of Sharjah TBA First quarter of 2016
Jordan JOD150 million TBA
Indonesia TBA 2016
Pakistan TBA Second quarter of 2016
Egypt TBA 2015/16 fi scal year
Kazakhstan TBA 2016
Kenya TBA 2016
South Africa TBA 2016
Turkey TRY1.8 billion February 2016
Bangladesh TBA TBA
Hong Kong US$500 million to US$1 billion TBA
Ningxia Hui Autonomous Region US$1.5 billion TBA
Senegal TBA TBA
Niger XOF150 billion TBA
Luxembourg TBA TBA
Tunisia US$500 million TBA
UAE TBA TBA
Shandong Province CNY30 billion TBA
Sindh Province US$200 million TBA
Kuwait TBA TBA

Receive all the latest news via the 

No.1 Islamic fi nance based feed
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WOMEN IN 
ISLAMIC FINANCE

From Cambridge to Harvard, Dr Aida 
Othman’s academic repertoire in 
Shariah law is as distinguished as her 
illustrious career as an Islamic fi nance 
lawyer at one of Malaysia’s leading 
legal fi rm. Heading the award-winning 
Shariah business of ZICOlaw, Aida – 
widely regarded as one of Malaysia’s 
pre-eminent lawyers in the realm of 
Islamic fi nance – has had a direct hand 
in advising regulatory authorities, 
fi nancial institutions and international 
corporations around the world, shaping 
the global Islamic fi nance landscape 
as we know it. VINEETA TAN catches 
up with the respected Islamic fi nance 
law expert and learns her two cents on 
women and Islamic fi nance.

Called to the Malaysian bar over two 
decades ago, Aida joined ZICOlaw upon 
completing her PhD in comparative law 
and Middle Eastern studies at Harvard 
University in 2007, at a time when 
queries and engagements in Islamic 
banking and fi nance were on the rise. 
Aida rose up the corporate ladder fast 
as she was made partner two years later 
and today she manages ZICO Shariah 
Advisory Shariah Company as its 
director.

“I had to adapt quickly to practice life, 
keep up with developments in the 
industry and sought guidance from 
my experienced colleagues,” shared 
Aida on her secrets to success. Under 
her leadership and applying her deep 
understanding and expertise in Islamic 
banking and fi nance, Shariah capital 
market instruments and Takaful 
products, ZICOlaw emerged as a premier 
legal fi rm in the Islamic space with an 
impressive array of industry accolades 
to prove it. For 2015 alone, the fi rm won 
seven IFN Awards for its outstanding 
work in landmark Islamic fi nance deals. 
The fi rm may be a Malaysian brand with 
a strong ASEAN focus, however, it also 

has a truly global reach due to its solid 
reputation in Shariah fi nance advisory: 
the fi rm has been consulted by regulators 
in West Africa, the CIS and Japan for 
law reform work to facilitate Islamic 
fi nancial services. And Aida confi rmed 
that the fi rm is looking at enhancing its 
capabilities to serve a wider range of 
clients in ASEAN and beyond.

However, to be regarded as one of the 
industry’s elite has not been an easy 
task as Aida explained that coming up 
with options and solutions to novel and 
complex issues posed by clients as well 
as their own internal management within 
ZICOlaw remains the biggest challenge 

of her career – yet it is such a challenge 
which continues to motivate her.

Speaking to Aida, she never once 
mentioned her gender as a barrier to 
her career, and the relatively egalitarian 
working culture of Malaysia is one to 
thank for. “This is because women have 
formed a big part of the educational and 
professional workforce in Malaysia for 
some time,” said Aida. She, however, 
acknowledged the most common of 
caveats facing women in the industry: 
“However, I view that there are too 
few women in higher management 
positions, and that many capable and 
gifted women are constrained by their 
family obligations and expectations to 
profi le themselves for more signifi cant 
leadership responsibilities.”

And while women continue to juggle 
between work and family commitments, 
Aida emphasizes the need to invest in 
oneself. “More women should invest in 
themselves, highlight their competencies 
and capabilities and consider leadership 
positions whether in Islamic fi nancial 
institutions, tertiary education, 
regulatory authorities and consulting 
fi rms, so that we have a more diverse 
professional workforce developing and 
contributing to the industry.”

More women 
should invest 

in themselves, 
highlight their 
competencies and 
capabilities and 
consider leadership 
positions whether 
in Islamic inancial 
institutions, 
tertiary education, 
regulatory 
authorities and 
consulting 
irms

PowerTalk: Dr Aida Othman

Dr Aida Othman 
Partner at ZICOlaw 
Director of ZICO Shariah Advisory
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Regulatory landscape
Japan’s rule prohibiting banks from offer-
ing leasing or other asset-involved financ-
ing has for years posed as a major obstacle 
for Japanese banks in offering Shariah 
compliant products. In 2008, the govern-
ment passed a law allowing subsidiar-
ies of banks to extend Islamic products, 
including those involving assets (such as 
Murabahah and Ijarah); however, as this 
only applied to subsidiaries (to separate 
non-financial risks from the bank itself), 
this created operational inefficiencies.

On the request by Japanese financial 
institutions, the government in April 2015 
amended the Comprehensive Guidelines 
for Supervision of Major Banks and Com-
prehensive Guidelines for Supervision 
of Regional Financial Institutions, finally 
enabling local banks to include Islamic 
banking services as part of their product 
suite.

Banking and finance
The modified rules were well-received by 
market players which hailed the move as 
a potential game-changer for the industry. 
In fact, following the implementation of 
the new guidelines, the Bank of Tokyo-
Mitsubishi (BTMU) launched an Islamic 
window in Dubai as it secured a license 
by the Dubai Financial Services Agency 
in July 2015. Sumitomo Mitsui Banking 
Corporation reportedly has similar plans 
for its Dubai and Singaporean units while 
Mizuho Financial Group on the other 
hand is thought to be likely to leverage 
its existing London branch (the bank’s 
largest office in Europe, Middle East and 
Africa) to make it its operational hub for 
Islamic finance in the Middle East. These 
three megabanks have a relatively strong 
presence in the Islamic financial world, 
albeit using their Malaysian subsidiaries 
as a springboard to do so.

Sukuk
Just as Japanese banks have for years 
circumvented restrictive regulations in 
their home market by anchoring their 
Islamic businesses in their overseas sub-
sidiaries, Japanese corporates have also 
leveraged other Muslim jurisdictions to 

tap the Islamic capital markets. Toyota is 
one such example; the company’s vehicle 
financing unit Toyota Capital in June 2015 
established an Islamic and conventional 
commercial paper and medium-term note 
program with a combined limit of up to 
RM2.5 billion (US$599.84 million) (See 
IFN Case Study Vol 12 Issue 27: ‘Toyota 
Capital taps Islamic markets for the 
second time’) after its inaugural issuance 
in 2008.

Nomura Islamic Asset Management fol-
lowed in the footsteps of Toyota Capital 
with its issuance out of Malaysia in 2010 
and BTMU Malaysia in 2014 brought to 
market the world’s first yen-denominated 
Sukuk (See IFN Vol 11 Issue 39: ‘Inaugu-
ral Sukuk for BTMU Malaysia’). Part of 
the bank’s US$500 million dual-tranche 
multi-currency ‘Emas’ Sukuk program, 
the facility was structured based on the 
principle of Wakalah Bi Al-Istithmar and 
was well received by the international 
community. Emas is Malaysia’s designa-
tion for foreign currency-denominated 
bonds and Sukuk originating from the 
country for the international capital 
market.

Japanese institutions are also linking up 
with international Islamic financial orga-
nizations to propel the industry forward: 
In 2014, Japan International Corporation 
Agency signed an agreement with the 
Islamic Corporation for the Development 
of the Private Sector (ICD) through which 
the two parties will jointly provide techni-
cal assistance on Sukuk issuance (See 
IFN Report Vol 11 Issue 41: ‘JICA-ICD 
MoU to spark Islamic finance develop-
ment in Japan). This partnership follows 
a US$100 million commodity Murabahah 
agreement between the ICD and BTMU 
Malaysia, proceeds of which will be de-
ployed alongside ICD proprietary capital 
to finance projects in member countries. 

Although the Financial Services Agency 
of Japan in 2012 prepared the necessary 
legal and tax frameworks for Sukuk to 
be sold under the Japanese legal system, 
however none has been issued as existing 
Sukuk issuance by Japanese entities are 
by their Malaysian subsidiaries under 

Malaysian law. The tax treatment as 
stipulated by the framework has a sunset 
clause which will expire in March 2016, 
raising the question: will we ever see a 
J-Sukuk or Samurai Sukuk?

Asset management
Malaysia continues to be the Islamic 
finance gateway for Japanese institu-
tions even in the asset management 
space. There are several Japanese Islamic 
funds available in the market includ-
ing the PNB-INSPIRE Ethical Fund 1, 
established by Japanese investment firm 
Inspire, and the Malaysian investment 
company Permodalan Nasional’s PNB As-
set Management Japan in 2014 and well 
participated by other smaller Japanese 
banks. Together, the firms also launched a 
Shariah business advisory firm (Respire) 
in Malaysia to assist Japanese institutions 
in their investments into Malaysia and 
other regional markets including in the 
Halal sector. 

Japan’s SBI Holdings in 2010 established 
the SBI Islamic Fund (Brunei) with the 
Ministry of Finance of Brunei Darussalam 
as a Shariah compliant investment arm 
for private equities. The fund invested in 
an early-stage enterprise in Indonesia.

Takaful
In the Takaful area, Tokio Marine started 
the Islamic insurance business with 
Malaysia’s Hong Leong, though the entity 
was succeeded by its competitor, Mitsui 
Sumitomo Insurance Group, due to the 
capital alliance between the whole finan-
cial groups. 

Conclusion
There is no doubt that Japanese interest in 
Islamic finance is strong and after years 
of building a presence in the international 
sphere (outside of Japan), their efforts 
and commitment to the sector has finally 
been acknowledged by the government in 
the form of the new relaxed rules. While 
there is still much to be done in the area of 
regulations and awareness among others, 
Japan (or rather Japanese players) is on an 
optimistic track to commanding a larger 
share of the Islamic finance pie.

Japan: Maintaining momentum
After a momentous year in Islamic finance for Japanese institutions in 2014, 2015 proved to be another year 
of continued progress as this time, the government also lent a hand to push the Shariah finance proposition. 
VINEETA TAN takes a look at how far the country has come and what else can we expect from the Land of the 
Rising Sun.
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Asia
Global software and technology vendor 
SAP last year identifi ed the Islamic bank-
ing sector as a key growth area, following 
a record year for its banking and fi nan-
cial services business, although it is likely 
to rely on partners to develop as it lacks 
in-house expertise. Falk Rieker, the global 
vice-president and head of banking in a 
statement to IBS Intelligence conveyed 
that Islamic banking in Southeast Asia is 
a new interesting prospect for SAP. The 
technology solutions provider found that 
its software is able to provide Islamic 
functionality as a standard, without 
major modifi cations or rewrites, [which 
is] an encouraging proposition. The fi rm 
currently has only one Shariah compliant 
customer: Malaysia Debt Ventures, which 
specializes in lending to technology fi rms 
and has been using SAP’s back offi  ce 
management system since 2010. Follow-
ing this, earlier this year Malaysian bank-
ing technology solutions provider Micro-
link Solutions inked a services agreement 
with SAP and joined its PartnerEdge 
program to deliver a next-generation 
Islamic banking solution. 

On the retail banking side, RHB Islamic 
in 2015 signed a collaboration agreement 
with venture capital solutions provider 
Malaysian Technology Development Cor-
poration (MTDC) through which the Is-
lamic bank will become the custodian of 
a RM150 million (US$35.99 million) fund 
entrusted by the government via Unit 
Peneraju Agenda Bumiputera. Expected 
to raise at least RM300 million (US$71.98 
million), the fund will be placed in the 
bank’s commodity Murabahah deposit-i 
account. MTDC will provide a maximum 
fi nancing of RM15 million (US$3.6 mil-
lion) while RHB Islamic will supplement 
fi nancing to the same tune or more.

An increasing number of banks are 
reaching out to fi nancial technology 
companies to capitalize on their set of 
expertise and technology to boost the 
banks’ existing digital presence. As part 
of its eff orts to work closely with the 
start-up community, RHB Group recently 
partnered with Startupbootcamp to 
develop local fi ntech start-ups as well 

as advance innovative business models 
to further address the fi nancial needs of 
consumers and support SMEs. 

Moving to the Halal fi nancing sector, 
Malaysia’s Halal Industry Development 
Corporation in December 2015 launched 
the Global Halal Data Pool (GHDP), a 
central depository of authenticated Halal 
trade information to connect Malaysia 
to the international Halal supply chain. 
The GHDP was developed in collabora-
tion with GS1, an international non-profi t 
organization dedicated to developing 
and supporting global supply chain stan-
dards and technologies.

Middle East
Deloitt e and Kuwait’s Shariah com-
pliant Noor Telecom in the middle 
of 2015 collaborated with the Dubai 
Islamic Economy Development Center 
to produce a report that highlights the 
untapped potential of the digital Islamic 
services market. Apart from off ering 
recommendations for Dubai’s vision 
of becoming the capital of the Islamic 
economy, the report also pointed out that 
a growing global Muslim population 
with a dominant youth demographic 
and high consumption and expenditure 
patt erns coupled with a rising level of 
technology readiness are creating a clear 
and largely untapped need for digital 
Islamic services.

According to EY, the inability to adapt 
and adopt eff ective digital banking strat-
egies could cost GCC consumer banks 
up to half their profi ts in a world that is 
increasingly being disrupted and altered 

by evolving digital innovation; in other 
words, it is even more imperative than 
ever for Islamic banks to realign their 
focus and strategy to leverage on the 
digital approach. 

Enhancing technological expertise, the 
UAE’s Aafaq Islamic Finance formed an 
agreement with the Emirates College of 
Technology to promote Islamic banking 
and fi nance. The Dubai fi rm said in a 
statement that it will implement occupa-
tional training programs focusing on the 
Islamic economy under the MoU which 
will pave the way for human resource 
development, research and consultancy 
in Islamic fi nance.

Similarly in Bahrain, Al Salam Bank-
Bahrain and BMI Bank, a subsidiary of Al 
Salam Bank-Bahrain, have entered into a 
partnership with the Bahrain Institute of 
Banking and Finance (BIBF) to support 
the BIBF Dealing Room, part of an initia-
tive to enhance the quality of training in 
the banking and fi nancial sector by pro-
viding technology-enabled experiential 
learning in a controlled environment.

Encouraging high-tech developments 
in Saudi Arabia, the Islamic Corpora-
tion for the Development of the Private 
Sector (ICD) has stepped in to stimulate 
the Kingdom’s venture capital market in 
a bid to create high-value jobs and spur 
technological innovation in the coun-
try. Partnering with the King Abdullah 
University of Science and Technology 
and Anfaal Capital, the ICD is investing 
in high-tech start-ups in Saudi Arabia 
through a venture capital fund, which 
will act as both the fi nancial investor 
and qualifi ed advisor to entrepreneurs 
and will also lead early-stage fi nanc-
ing rounds targeting local investors and 
international venture capitalists. 

In 2016, the Islamic fi nance market is 
expected to witness more initiatives in 
technological advancement. In pursuit of 
growth and profi tability, market observ-
ers have conveyed that the industry will 
seek to bett er acclimate to regulatory 
pressure by investing in compliance in-
frastructure and enhancing IT security. 

Technology in Islamic inance
As the industry moves forward, keeping up with global technological advancements is inevitable. The Islamic 
fi nance industry, particularly the retail banking sector, must employ up-to-date strategies to meet the rising 
consumer demand to enhance connectivity and services. Presently only fl ourishing in established markets, 
NABILAH ANNUAR provides an update on the latest technological developments in the Shariah fi nance arena.
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CASE STUDY

Bank Islam Malaysia’s Issuance 
Of Tranche 2 Under Subordinated 
Sukuk Murabahah Program Of Up 
To Rm1 Billion (US$233.61 million)

15th december 2015
Issuer Bank Islam Malaysia
Obligor Bank Islam 
Size of issue RM400 million (US$93.44 

million) in nominal value
Mode of issue Book-building
Purpose The proceeds shall be 

utilized by the issuer to 
fi nance its Islamic banking 
activities, working capital 
requirements and other 
corporate purposes and/or, 
if required, to redeem any 
outstanding subordinated 
Sukuk Murabahah issued 
under the subordinated 
Sukuk Murabahah program

Tenor 10 years
Issuance price At par
Profi t rate 5.5% per annum
Payment Profi t payment basis

Actual/365 days
Profi t payment frequency
Semi-annually in arrears

Currency Ringgit Malaysia
Maturity date 15th December 2025
Lead 
manager(s)

Bank Islam

Principal 
advisor(s)

Bank Islam

Bookrunner(s) Bank Islam
Governing law Laws of Malaysia
Legal 
advisor(s)/
counsel

Kadir Andri & Partners

Listing Not listed on any stock 
exchange

Underlying 
assets

Shariah compliant 
commodities (excluding 
Ribawi items in the 
category of medium of 
exchange such as currency, 
gold and silver)

Rating ‘A1/Stable’ by RAM Rating 
Services

Shariah 
advisor(s)

Bank Islam

Structure Murabahah (via a Tawarruq 
arrangement)

Tradability Tradable
Investor 
breakdown

Takaful and insurance 
companies (48.75%), asset 
management companies 
(30%), unit trust companies 
(12.5%), corporations (7.5%) 
and banks (1.25%)

Face value/
minimum 
investment

RM400 million/RM1 million 
(US$233,609)

Looking to enhance its capital 
adequacy in line with Basel III 
requirements, Bank Islam Malaysia 
last December issued the second 
tranche of its subordinated Sukuk 
Murabahah amounting to RM400 
million (US$93.44 million). Forming 
part of the subordinated Sukuk 
Murabahah program of up to RM1 
billion (US$233.61 million), the Sukuk 
will qualify as a Tier 2 regulatory 
capital instrument in compliance 
with Bank Negara Malaysia (BNM)’s 
Capital Adequacy Framework for 
Islamic Banks (CAFIB). Speaking with 
Bank Islam Malaysia, NURUL ABD 
HALIM gives an account of the deal.

A Murabahah (via a Tawarruq 
arrangement) structure was used for 
this issuance as it is easy to execute, 
low-cost and fl exible for the issuer 
to transact in large amounts. The 
underlying assets (Shariah compliant 
commodities) for this structure are 
readily available via Bursa Suq Al-Sila 
and AbleAce Raakin platforms. This 
structure provides for the bank to 
issue subordinated Sukuk Murabahah 
at any time when it needs to. The 
bank had considered Musharakah 
and Mudarabah options but these, 
however, were discarded in order to 
meet investors’ request for a fi xed 
return on their investments as well as 
to observe the limitation under CAFIB 
and Basel requirements whereby it 
was unable to att ach specifi c assets to 
the said structures to qualify as Tier 2 
regulatory capital.

Intended to enhance its capital 
adequacy in line with the requirements 
under the Basel III capital framework, 
proceeds from the Sukuk will be 
utilized to fi nance its Islamic banking 
activities, working capital requirements 
and other corporate purposes. If 
required, it will also be used to redeem 
any outstanding subordinated Sukuk 
Murabahah issued under the program. 

Some of the features and highlights of 
the deal toward qualifying as the bank’s 
Tier 2 regulatory capital include the 

subordinated obligations, the limited 
rights to accelerate, the call option, the 
non-viability loss absorption and the 
consolidated capital recognition option. 

Commenting on the importance of 
the deal, Bank Islam noted that the 
transaction would help Islamic banks 
to issue Tier 2 regulatory capital 
instruments in compliance with CAFIB 
and simultaneously enhance their 
capital adequacy based on standards 
promulgated by the Basel Committ ee 
on Banking Supervision and the IFSB.

As Bank Islam operates within the 
highly-regulated banking industry, it 
had to comply with all the relevant 
guidelines under BNM as well as that 
of the Securities Commission Malaysia 
for the issuance of the said Sukuk. 
The timing of the issuance was also a 
challenge taking into account the weak 
economic outlook and the cautious 
sentiment in the local bond market 
intensifi ed by a possible rate hike by 
the US Federal Reserve at the time. 
Resolved by way of a book-building 
process, the bank witnessed great 
appetite from prospective investors for 
the Sukuk.

The second tranche of the Sukuk 
forms part of the subordinated Sukuk 
Murabahah program (rated ‘A1/Stable’ 
by RAM Rating Services) of up to RM1 
billion with the fi rst tranche worth 
RM300 million (US$70.08 million) 
issued on the 22nd April 2015 via a 
private placement. In the second Sukuk 
installment, Bank Islam acted as the 
principal advisor, lead arranger, facility 
agent and Shariah advisor for the 
transaction. 

Having been involved in various 
transactions either as a principal 
advisor or lead arranger and lead 
manager (either sole or joint) and/
or Shariah advisor, Bank Islam also 
pioneered the world’s fi rst Sukuk 
issuance of RM125 million (US$29.2 
million) by Shell MDS in 1990.

Bank Islam’s Tier 2 regulatory 
capital Sukuk: The second 
tranche
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Highlights:
• Know and understand Basel I, II and III as they relate to 

Islamic banks
• Know and understand IFSB standards for Islamic banks
• Practical insights into implementation of the standards

BASEL III & IFSB REGULATIONS
FOR ISLAMIC FINANCIAL INSTITUTIONS

29th – 31st March 2016, Dubai
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By Mohammad Raafi  Hossain

Have we reached a critical infl ection 
point in the humanitarian and 
development world? 

In a couple of months, the United 
Nations (UN) will host the World 
Humanitarian Summit. For the fi rst time, 
Islamic social fi nance will play a key 
role on the agenda. What has caused 
Islamic social fi nance to assume such 
a prominent role at a marquee 
event?

For starters, it is not 
so much that current 
Islamic social fi nance 
instruments present a 
panacea for all the crises 
that our fellow human 
beings are facing in 
diff erent contexts around 
the world. It has more 
to do with donor fatigue 
among traditional and 
prominent donors. 

The UN and its fellow 
partner implementing 
organizations are fi nding 
it more diffi  cult than ever to 
raise funding for the ever-
growing pool of crises that they 
are trying to aid. Traditional 
donors are either cutt ing back aid 
funding or are unable to meet the 
rising demand of current UN appeals 
due to the global economic slowdown 
and the sudden lack of political will in 

key nations, that are, themselves, stuck in 
a domestic political gridlock.

All of these drivers have led the 
humanitarian and development 
community to target the Islamic world as 
a key market for its next major wave of 
fundraising. Given that the UN is facing 
an US$18.3 billion funding defi cit and 
that 84% of current crises are happening 
in Muslim-majority locations, this 

strategic shift makes a lot of sense on 
multiple levels. 

The question for the 
Muslim world and 
more specifi cally the 
Islamic donor and 
fi nance community 
is: Can this window 
of opportunity 

be leveraged for 
something much 
greater? Can the 
Islamic fi nance 
community play a 

leading role in creating 
a paradigm shift in the 
way future development 

fi nance is viewed?

The answer is a positive 
one. I genuinely believe 
there is a great opportunity 
for the Islamic fi nance and 

related networks to play 
an impactful role in not just 
fundraising but developing 

sustainable products that build 
sustainable livelihoods. 

All the ingredients are currently present 
within our existing infrastructure. We 
have fi nancial institutions that are aware 
and interested in supporting Islamic 
social fi nance constructs. The GCC and 
other Muslim-majority countries are 
backed by leaders that are increasing 
their funding contributions to UN and 
other related entities. The corporate 
social responsibility budgets of leading 
Islamic economy companies are growing 

as the companies themselves mature into 
multinational entities. 

But while the ingredients are in place, 
there isn’t a chef to orchestrate the 
coming together of all of these parties. 
It is the lack of an ecosystem and the 
consequent coherent execution that are 
key barriers to Islamic social fi nance 
becoming a dominant paradigm of 
Development 2.0. If this ecosystem is 
created, supported and marketed in the 
proper manner, there is an opportunity 
to raise the profi le of the entire industry 
and the very ethos that it was built upon. 
The real question then becomes: Where is 
the chef? 

The real 
question then 

becomes: Where is 
the chef?

Flip the script
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• Islamic Asset Management and Funds: Equity, Sukuk, Ijarah, 

Commodities and ETFs

• Assessing Islamic Private Equity (PE) Fund Structures

• Structuring Islamic Real Estate Investments
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Management

• Asset and Wealth Preservation Strategies - Portfolio Diversification

20th – 22nd March 2016, Dubai
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ISLAMIC ASSET MANAGEMENT
PRODUCTS & INVESTMENT
STRATEGIES

By Dr Ken Baldwin

Prominent researchers in Islamic 
fi nance and banking often leave me 
bewildered as to the intention behind 
their research. It is important and useful 
to understand how Islamic fi nance 
would work in an ideal scenario in 
which we lived in a world without 
interest. However, we have 
to accept the fact that this 
is not the case in reality 
and fi gure out what the 
realizable ‘best’ could 
therefore be.

The industry is in need 
of applied research that 
addresses a wide array 
of practitioner issues. 
If we look to research in 
mainstream fi nance, the 
fundamental aspects at the 
heart of the banking value 
proposition itself have been 
dealt with. 

Theory has been developed 
to explain phenomena at 
many levels, including at the 
level of fi nancial instruments, 
entity balance sheets, and whole 
fi nancial systems. So where is 
Islamic fi nance and banking in 
relation to this?

Many researchers still concern 
themselves with theory that is divorced 
from practice. This is most likely because 
most academics have not worked in 
practice and therefore do not fully 
appreciate the importance of application. 
Interestingly enough, a new research 

framework is now being applied by 
universities called the Research 

Excellence Framework (REF). 
The REF at one level is an 

assessment methodology 
that ranks university 
output. One of the key 
criteria being applied is 
impact, ie what infl uence 
does the research have, 
or could the research 

have, on the way we 
do things? This directly 

relates to policy, so if you 
are a policy researcher and 

able to get good policy 
output published in 
academic journals, you’re 
what most universities 
will want. To me, this is 
the right emphasis. After 
all, what’s the point of 
research that has no, or 
litt le potential, to change 

the way we do things for 
the bett er? And by the way, this 
is not a criticism of researchers 

in mathematics and the natural sciences, 
as uses for mathematical theory, for 
example, are often found decades, 
or even centuries, after having been 
developed.

I see collaboration between the industry 
and academics as one of the best ways 
to resolve the issue of research leading 
nowhere. So if we can overcome 
the tendency for Islamic banks, for 
example, to suff er in silence regarding 
the fundamental questions they need 
answering, and make them not feel that 
to externalize their own issues (which 
are probably shared with other banks in 
any event) is to compromise their own 
privacy needs, then it’d be a useful step 
in the right direction. But it’s a two-way 
process. Universities also need to build 
bett er bridges with the industry.

What’s the 
point of 

research that has no, 
or little potential, to 
change the way we 
do things for 
the better?

The bare truth
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INDIA

By H Jayesh and 
Aaheree Mukherjee

During his speech at the 80th 
anniversary celebrations of the Reserve 
Bank of India (RBI), the prime minister 
had urged the RBI to take the lead in 
sett ing up a medium to long-term target 
for sustainable fi nancial inclusion. 
Encouraged by this, the RBI constituted 
a committ ee (the Committ ee) in July 
2015 with the primary objective of 
working out a medium-term (fi ve-year) 
measurable action plan for fi nancial 
inclusion. 

The Committ ee was mandated to, 
inter alia, review the existing policy 
of fi nancial inclusion including 
supportive payment systems and 
customer protection; study cross-country 
experiences of fi nancial inclusion to 
identify key learnings, particularly in 
the area of technology-based delivery 
models; and articulate the underlying 
policy and institutional framework. 

It was also asked to suggest a medium-
term action plan for fi nancial inclusion in 
terms of its various components such as 

payments, deposit, credit, social security 
transfers, and other fi nancial products 
and services. The committ ee was also 
tasked to recommend mechanisms 
encompassing both households and 
small businesses, with a particular 
emphasis on rural inclusion.

The Committ ee has recently issued 
its report and it is of the view that a 
meaningful fi nancial inclusion is not 
feasible without government-to-person 
cash transfer. The Committ ee has set 
quite a wide vision of fi nancial inclusion 
as ‘convenient’ access to basic formal 
fi nancial products and services to small 
and marginal farmers and low-income 
households and increasing the access of 
small and marginal enterprises to formal 
fi nance. 

It emphasized the need to provide the 
same at reasonable costs with adequate 
protection progressively supplemented 
by social cash transfers with a greater 
reliance on technology to cut costs and 
improve service delivery. The Committ ee 
envisions that by 2021, over 90% of the 
current underserved sections of society 
will have become active stakeholders in 
economic progress empowered by formal 
fi nance. 

In its endeavor to reach out to a wider 
base, the Committ ee has made some 
recommendations for the implementation 
of interest-free banking. The Committ ee 
has acknowledged that globally, interest-
free banking, also known as Islamic 
banking, has witnessed a signifi cant 
increase, especially in the wake of the 
fi nancial crisis. 

The Committ ee has recommended that 
commercial banks in India be allowed to 
open specialized interest-free windows 
with simple products like demand 
deposits, agency and participation 

securities on their liability side. On 
the asset side, the banks should off er 
products based on cost-plus fi nancing 
and deferred payment, deferred delivery 
contracts. Initially, a commercial bank 
may only want to probe the potential of 
this market, and thus may be interested 
in launching a pilot project. The bank 
can take advantage of its existing branch 
network to open so-called interest-free 
windows, through which they can reach 
out to a potentially new clientele. 

In addition, the Committ ee also 
recommended that in the event that 
interest-free banking is allowed in 
India, the extant regulatory guidelines 
in respect of capital and liquidity as 
applicable to commercial banks would 
have to be made applicable to interest-
free banking as well. 

The Committ ee has also depended on 
certain empirical data which provides 
evidence that a certain strata of society 
are less inclined to access formal fi nance 
in general, although they might be 
accessing long-term formal fi nance. This 
could be happening presumably because 
they perceive long-term fi nancing 
sources as being more Shariah compliant.

In 2008, the Committ ee on Financial 
Sector Reforms (the FSR Committ ee) 
chaired by Dr Raghuram Rajan (now 
governor of the RBI), in its report had 
also pushed for interest-free banking. The 
FSR Committ ee also observed that the 
non-availability of interest-free banking 
products resulted in some Indians not 
being able to access banking products 
and services due to reasons of faith. 
This non-availability also denies India 
access to substantial sources of savings 
from other countries in the region.  
Developments thereafter continued to be 
lukewarm.

However, current developments portray 
Islamic banking/interest-free banking as 
a viable medium of banking and fi nance 
in India. A change in the regulatory 
scenario is being contemplated and has 
certainly been set in motion.

H Jayesh is the founder partner and Aaheree 
Mukherjee is an associate at Juris Corp. They 
can be contacted at jayesh.h@jclex.com and 
aaheree.mukherjee@jclex.com respectively.

India eyes sustainable inancial inclusion encompassing 
Islamic inance

Current 
developments 

portray Islamic 
banking/interest-
free banking as a 
viable medium of 
banking and inance 
in India. A change 
in the regulatory 
scenario is being 
contemplated and 
has certainly been 
set in motion
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MOROCCO

By Dr Ahmed Tahiri Jouti

The Kingdom of Morocco is the only 
North African country that has a 
legal framework for Islamic banking 
without any Islamic fi nancial institution 
authorized to off er Shariah compliant 
products and solutions, which 
constitutes a real opportunity for local 
and foreign investors for two main 
reasons:

• There is no existing Shariah 
compliant off er in Morocco while 
market surveys showed that there is a 
signifi cant demand.

• The existence of a legal framework 
shows the willingness of the fi nancial 
authorities to enhance the Islamic 
banking sector.

While most of the local conventional 
banks already have plans to launch 
Islamic subsidiaries or windows, many 
foreign Islamic banking groups have 
also expressed their willingness to open 
subsidiaries in Morocco. For this purpose, 
two types of strategies are being adopted 
by foreign Islamic banking groups as 
follows.

Partnership approach
Foreign Islamic banking groups can 
launch Islamic fi nance activities in 
partnership with Moroccan banking 
groups. Through this approach, local 
banking groups off er their knowledge of 
the local context while Islamic banking 
groups off er their technical expertise. 
Moreover, other African countries can be 
targeted since Moroccan banks already 
have subsidiaries in West Africa. 

Some foreign Islamic banking groups 
have already concluded partnerships 
with local conventional banking groups to 
launch common subsidiaries such as:

1. Al Baraka Bank with BMCE (La 
Banque Marocaine du Commerce 
Extérieur)

2. Guidance Residential Financial 
Group with GBP (Groupe des 
Banques populaires), and

3. QIIB (Qatar International Islamic 
Bank) with CIH Bank (Crédit 
immobilier et hotelier). A ministerial 
decree was issued to authorize CIH 
Bank and the Caisse de dépôt et de 
gestion (CDG) group to get into a 
partnership with QIIB in order to 
launch a participative bank.

Sole investor approach
In the absence of partnerships with local 
conventional banks or investors, some 
foreign Islamic banking groups have 
submitt ed their license application to Bank 
Al-Maghrib, the central bank of Morocco, 
to launch their own subsidiary. Do note 
that some local conventional banks have 
also adopted the sole investor approach 
and submitt ed their license application 
to launch their own subsidiary without 
partners.

Indeed, the governor of the central bank 
declared that 11 licensing applications 
were submitt ed by the 16th November 
2015 and the fi rst licenses will be 
announced in the second quarter of 
2016.

Dr Ahmed Tahiri Jouti is a managing 
consultant at Al Maali Consulting Group. 
He can be contacted at a.tahiri@almaaligroup.
com.

Foreign Islamic banking groups show 
appetite for Morocco
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OMAN

By Anthony Coleby

January 2016 has witnessed a degree 
of turmoil on global fi nancial markets 
not seen since the 2008 fi nancial crisis, 
which pre-dated the launch of Islamic 
fi nance in its current form. This 
stemmed, importantly for Oman and the 
rest of the Gulf region, to a signifi cant 
degree, from the historic low levels 
of the price of crude oil and Oman 
has seen the annual public defi cit rise 
another OMR2 billion (US$5.18 billion) 
to OMR4.5 billion (US$11.65 billion). 

In its budget for 2016, the Omani 
government proposes a signifi cant 
reduction of consumer subsidies, the 
introduction of a sales tax, the raising 
of at least US$1 billion with loans 
from foreign banks and possibly an 
introduction of income tax to match the 
earlier raising of corporate tax by 25%. 

This all carries serious repercussions 
for the Islamic fi nance sector in Oman. 
First, it seems that the domestic Sukuk 
market will not be the primary source of 
fi nancing for the government to make the 
books balance, as it was thought it might 
be. The Islamic bond market has thus lost 
a major leading force which had been 
augured from the fi rst sovereign issue at 
the end of 2015, especially given that the 
off ering was well received. 

Further, it is not inconceivable that 
the various fi scal measures that the 
government will introduce may dampen 
consumer demand for retail fi nancing, 
a signifi cant contributor to the growth 
in 2015 of Islamic banking assets — as 
the cuts begin to bite into domestic 
budgets and the overall consumer 
mood turns from distinctly upbeat to, at 
best, cautious, and at worst downright 
austere (the national press lately carried 
guidelines on how drivers can make their 
fuel, the pump price of which has just 
increased by 35%, go further).

It may not all necessarily be doom 
and gloom. The corporate sector 

continues to see good demand for 
Islamic fi nancial products: Bank 
Muscat, through its Islamic window 
Meethaq, has just increased its fi nance 
facility to the national carrier Oman 
Air, for the purchase of the airline’s 
second Boeing 787 Dreamliner. Prior 
to that development it was announced, 
belatedly, that Oman Shipping Company 
had completed the refi nancing of a 
signifi cant portion of its carrier fl eet 
using Islamic facilities; details however 
remain sparse. 

Separately, Oman Telecoms has indicated 
that it will now go ahead with its long-
heralded and conservatively sized (at 
OMR50 million (US$129.43 million)) 
Sukuk issue (this had been on the cards 
for more than a year, awaiting the 
successful launch of the debut sovereign 
off ering). 

That said, all these developments were 
announced or occurred before the onset 
of the current maelstrom. It is probably 
unlikely that 2016 will now live up to the 
expectations widely expressed at the end 
of 2015. One way or another though, the 
year looks set to be an interesting one.

Anthony Coleby heads the Corporate 
Commercial Department of Said Al Shahry 
Law Offi  ce (SASLO). He can be contacted at 
ajc@saslo.com.

An interesting year ahead in 2016 for Islamic inance in Oman
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RUSSIA

By Roustam Vakhitov and Irina 
Magon

In February 2015, the Republic of 
Tatarstan was chosen as a pilot 
area for the introduction of Islamic 
banking in Russia, as the region had 
made progress in the development 
of Islamic fi nance. Two events that 
are signifi cant in the development of 
Islamic banking take place annually in 
Kazan: the KazanSummit, one of the 
leading international economic events 
of the Russian Federation and the 
Organization of Islamic Cooperation; 
and the Kazan Sukuk Conference. 

The government of Tatarstan and the 
Malaysian-Russian consortium signed 
an agreement for the development of a 
feasibility study on the opening of an 
Islamic bank or Islamic fi nance window 
in the country during the Kazan Sukuk 
Summit in April 2015. The Malaysian-
Russian consortium comprised Universiti 
Tun Abdul Razak (UNIRAZAK), a 
private university in Malaysia; the 
Islamic Banking and Finance Institute 
Malaysia (IBFIM); and the Islamic 
Business and Finance Development Fund 
(IBFD Fund).

The feasibility study on the formation 
of an Islamic bank or window in the 
Republic of Tatarstan was completed in 
December 2015 and was funded by the 
government of Malaysia. 

Work on the feasibility study lasted 
about nine months. The wishes of the 
market and of the leading fi gures in 
this sector were taken into account. The 
document includes the basic principles 

of the functioning of Islamic economics, 
the implementation of the model of 
Islamic banking and Islamic insurance in 
diff erent countries, the study of regional 
interest in Islamic banking products, 
as well as the use of the mechanisms 
of the Islamic fi nancial industry under 
the current legislation. It was noted 
that today, in countries like Japan, the 
UK and Luxembourg, Islamic fi nancing 
instruments are functioning without 
amending the existing legislation.

The fi nal version of the feasibility study, 
which is considered as the basis for 
the launch of a pilot project on Islamic 
banking in Russia, was presented to 
the prime minister of Tatarstan Ildar 
Khalikov during a meeting with 
representatives of the Malaysian-Russian 
consortium headed by the president of 
UNIRAZAK, Prof Dr Md Zabid Abdul 
Rashid, at a roundtable event organized 

in Moscow within the framework of the 
agreement on the 8th December 2015. 
The meeting was also att ended, among 
others, by Linar Yakupov, the president 
of the IBFD Fund; and Albert Nafi gin, the 
assistant to the president of the Republic 
of Tatarstan. 

According to Khalikov, Islamic fi nance 
is currently a fundamentally new way of 
att racting investments. The fi rst deputy 
chairman of AK BARS Bank Radik 
Salyahutdinov said that the bank intends 
to use the feasibility study in its work. 
Representatives of the Malaysian-Russian 
consortium also presented a brief report 
on the results of market research carried 
out in Tatarstan and in their opinion, 
Tatarstan is an ideal platform for the 
development of Islamic fi nance windows. 

Yakupov said that about 200 copies 
of the feasibility study in English will 
be presented to leading players in 
the Malaysian fi nancial market. The 
feasibility study will form the basis for 
the development of Islamic banking 
in the territory of Tatarstan and later 
throughout the Russian Federation.

Separately, Tatarstan and one of Russia's 
leading banks, Sberbank, also signed 
an agreement on cooperation between 
the Republic of Tatarstan and Sberbank 
to provide Islamic fi nance services in 
the Russian Federation. Currently, the 
branch of Sberbank in Tatarstan has 
established a working group on Islamic 
banking.

Roustam Vakhitov is the managing partner 
at International Tax Associates and Irina 
Magon is a senior expert at SalamMobile. 
They can be contacted at vakhitov@gmail.
com and irina.magon@salammobile.club 

Malaysian-Russian consortium introduces feasibility study of 
Islamic banking development in Russia

 The feasibility 
study will 

form the basis for 
the development 
of Islamic banking 
in the territory 
of Tatarstan and 
later throughout 
the Russian 
Federation

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



20© 3rd February 2016

IFN SECTOR
CORRESPONDENTS

RISK MANAGEMENT

By Dr Ken Baldwin

The opportunity cost of capital allows 
us to apply the time value of money 
concept in fi nance. Simply put, if we 
know what we could earn by investing 
money in an alternative opportunity, 
then we can identify the minimum 
amount that an investment needs to 
earn. And if we know that, then we can 
value future cash fl ows today.

In the conventional fi nancial sector, 
interest rates serve to provide the 
opportunity cost of capital. However, 
if Islamic banks cannot receive or pay 
interest, what should the opportunity 
cost of capital be?

There are several contenders; however, 
possibly only one that makes any sense 
from an Islamic fi nance perspective. 
Many academics and practitioners might 
say that the opportunity cost of capital 
should be that of the risk-adjusted return 
of any of the Islamic contract forms, 
namely Murabahah, Mudarabah and 
Musharakah to name a few. So if these 
rates of return can be observed, albeit 
ex-ante for Murabahah and ex-post for 
Mudarabah and Musharakah, then we 
have the answer. 

However, things are not straightforward. 
Firstly, Murabahah contracts are 
benchmarked to conventional interest 
rates, eg LIBOR. So back to square 
one for Murabahah. Mudarabah and 
Musharakah rates of return are diffi  cult 
to observe and almost certainly entirely 
heterogeneous (such as diff erent) 
between providers of fi nancing.

So what’s the answer? We need a 
benchmark which could be consistently 
applied, represents the opportunity 
cost of capital, and is not based on 
interest. One possibility is the rate of 
Zakat. To use conventional fi nance 
taxonomy, Zakat is a tax on hoarded 
wealth. It represents the real cost of not 
Islamically investing capital in return-
bearing opportunities. It is, in many 
ways, therefore a true opportunity cost 
for capital. Its rate is 1/40 and Zakat is 
usually paid annually, so a rate of 1/40 
could be used as an annual rate and 
adjusted for shorter or longer tenors.

But does it really make sense? Well, if 
we did not have interconnected global 
markets linking the conventional/
mainstream fi nancial sector with 
economies applying Shariah-based 
concepts to fi nance, I’d say fi ne. 
However, these fi nancial economies 
are closely tied together, and if each 
were to apply a diff erent opportunity 
cost of capital — the conventional 
fi nancial sector using an interest rate/s 
and the Islamic economy applying the 
rate of Zakat — then we end up with 
diff erent valuations for the same assets. 
This situation allows for arbitrage 
opportunities to exist. 

Since Islamic economies are far 
smaller than conventional/mainstream 
economies, once arbitrageurs have 
extracted riskless profi ts through buying 
and selling assets which are the same 
but valued diff erently by each sector, the 
point of convergence price-wise will be 
conventional valuations. 

Ultimately, therefore, we are back to 
square one, with interest rates serving as 
the opportunity cost of capital for both 
sectors, albeit with an apriori transient 
deviation within the Islamic sector from 
the ultimate point of convergence.

The question of opportunity cost of 
capital must also be addressed if an 
Islamic alternative to CAPM — the much 
revered capital asset pricing model — is 
to be found. This is an announcement to 
all established and budding academics of 
Islamic fi nance — the gauntlet has most 
defi nitely been laid down. Please rise to 
this important challenge.

Dr Ken Baldwin is CEO of Islamic Financial 
Analytics, a training and advisory fi rm 
supporting the human capacity and fi nancial 
management needs of the Islamic banking 
and fi nance sector. He can be reached at 
drkenbaldwin@isfi nalytics.com.

The opportunity cost of capital in Islamic 
inance
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Financing

By Hamish Masson & 
Joanna Hossack

OFCs face a constant battle to justify their 
existence to the general population, as 
few non-finance professionals understand 
their value and contribution to the 
world’s economic systems. In contrast, 
knowledgeable and sophisticated clients 
continue to use jurisdictions such as 
the British Virgin Islands (BVI) and the 
Cayman Islands for incorporating their 
financing entities, as the use of such 
jurisdictions facilitates and lowers the 
transaction and regulatory costs of cross-
border lending, enabling a wider access 
to funding.

Islamic banks in particular have recognized 
the benefit of arranging their financing 
activities through such jurisdictions. Tax 
mitigation and privacy are significant 
factors, but are not the main drivers behind 
the selection of jurisdiction for Islamic 
investors and institutions. If they were, we 
would not see so much business coming 
out of the Gulf, as the local tax regimes 
tend to be favorable for local business. So 
why do we see so many BVI and Cayman-
incorporated SPVs in Shariah financings?
 
Benefits of using OFCs
There are many reasons to use an OFC 
in a Shariah-based structure, the most 
important being reliability, efficiency 
and flexibility. Business-friendly OFCs 
benefit from having a stable political 
foundation, a strong regulatory framework 
and a legal system based on English 
law; the ultimate recourse is to the privy 
council, which provides comfort that 
any disputes will be determined fairly. 
These jurisdictions are also committed 
to adhering to international standards 
of transparency, investor protection 
and anti-money laundering (AML), for 
example, the BVI proactively participates 
in international measures relating to 
AML regulations, information exchange, 
mutual cooperation and transparency. It 
has entered into bilateral tax information 
exchange agreements with 27 countries 

as well as an inter-governmental 
agreement with the US to comply with 
the requirements of FATCA. Finance and 
legal professionals are knowledgeable and 
responsive, companies can be set up very 
quickly and economically and there are 
few restrictions on company structures and 
activities. Crucially, foreign ownership and 
directorship are permitted.

The use of a neutral (not just tax-neutral) 
OFC in cross-border financing structures 
is also very much in keeping with the 
Shariah principles of fairness, equity 
and risk-sharing. If the relevant entities 
are incorporated offshore, then disputes 
as to governing law and differences in 
interpretation are less likely and lender 
and client are on a more equal footing. An 
offshore vehicle is also less at risk from 
issues arising from political unrest and 
fluctuating commodity prices; the use of 
an OFC can provide comfort and certainty 
to lenders, thus enabling a developing 
country or a country experiencing other 
difficulties to attract investment where 
otherwise it might not be possible. Security 
interests can be taken over shares in an 
offshore SPV or monies in an offshore 
account in cases where the laws in the 
sponsor’s jurisdiction do not permit this or 
are otherwise not lender-friendly. 

OFCs have the ability to pass legislation to 
benefit the business community relatively 
quickly. Onshore financial centers are 
unwieldy in comparison, requiring a much 
longer and more complicated process 
to amend existing laws and respond 
to market forces. The BVI is constantly 
reviewing and updating its companies law 
and recent changes to legislation have been 
implemented which will, among other 
things, streamline and provide certainty in 
lending transactions as follows:
• The enforcement of share security 

has been simplified so that registered 
agents must effect a transfer of 
ownership of shares in a BVI company 
when validly instructed to do so by 
the board, irrespective of the wishes of 
their ‘client of record’

• A BVI company may go into voluntary 
liquidation even if there is a security 
interest registered against it, but the 

liquidator will have a duty to apply the 
BVI company’s assets toward payment 
of the secured creditor

• Consent of secured creditors will be 
required when a BVI company wishes 
to continue out of the BVI

• Transaction completions have been 
simplified by the express authorization 
to add pre-signed pages to the final 
form of deeds, and

• Changes to a BVI company’s privately-
maintained register of charges must be 
made within 14 days of the change.

The future
The ‘traditional’ OFCs are former British 
dependencies but such has been their 
success in attracting non-resident business 
that many other countries have passed 
legislation to enable them to compete 
and keep investment closer to home. 
Key onshore Islamic jurisdictions such as 
Malaysia and the GCC have replicated the 
OFC model by establishing ‘offshore’ free 
zones where doing business is simpler, 
less expensive and with fewer restrictions. 
This trend began with the establishment of 
the Dubai International Financial Center, 
with Qatar and Abu Dhabi following 
suit with the Qatar Financial Center 
and the Global Marketplace Abu Dhabi 
respectively. Malaysia has responded with 
the formation of the Labuan International 
Business and Financial Center. 

The UAE (Dubai in particular) and Qatar 
have benefited enormously from foreign 
investment and immigration, thanks to the 
foresight of their governments in opening 
up these special economic zones. But 
despite the emergence of such free zones, 
traditional OFCs should continue to 
flourish, as some of their advantages 
cannot be duplicated. They will ensure that 
they maintain their market-leading 
position by developing and innovating, as 
they have done many times in the past.

Hamish Masson is the senior associate and 
Joanna Hossack is an associate (banking and 
finance) at Harneys. They can be contacted at 
Hamish.Masson@harneys.com and Joanna.
Hossack@harneys.com respectively.

Why Islamic finance and offshore financial 
centers go hand-in-hand
In early 2016, popular opinion on the utility and function of offshore centres (OFCs) or, to use the more inflammatory 
term, tax havens, must be close to an all-time low. The general view, stirred up by cash-strapped governments and 
the media, is that the vast majority of the world’s wealth is hidden away in secret island jurisdictions, controlled by 
shady businessmen and inaccessible to the common man. HAMISH MASSON writes.
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By Naryman Kymsanov

Some of the one million Muslims in 
Ukraine are Crimean Tatar people who 
have professed Islam for centuries 
in Crimea. As such, though the 
predominant religion is Christianity, 
it is possible that in the near future 
there will be situations that will lead 
the government to understand the 
specifi c needs of Muslims and develop 
an individual approach to issue 
fi nancial products based on Shariah.

And if such a situation arises, what will 
the government of Ukraine do and how 
will it start the integration of Islamic 
banking into Ukraine’s economy?

For a successful integration and 
coexistence of two fi nancial systems 
in one state, it is signifi cant to fi nd 
common characteristics. For example, 
non-interest deals are allowed to 
Muslims and Christians. Consequently, 
products that do not contain Riba sold 
by an Islamic bank or an investor in the 
Ukrainian market can be recognized 
and approved by the government. 
Moreover, they may also be accessed 
by non-Muslim customers because of 
their att ractiveness from an economic 
standpoint.

For example, the Law of Ukraine ‘On 
Banks and Banking Activities’ dated 
the 7th December 2000 in Article 47 of 
‘Activities of The Bank’ allows banks to 
provide this type of banking services, 
such as opening and serving of current 
(correspondent) accounts, including 
precious metals. It also allows banks 
to engage in business activities for 
the following: investments; issuing its 
own securities; safekeeping or leasing 
of an individual bank safe; collection 
of funds; transportation of currency 
values; and keeping a registered 
securities advisory. 

Furthermore, economic operators are 
also allowed to carry out the following 
activities: transfer money by mail or 
otherwise; foreign exchange; insurance; 
provision of fi nancial guarantees; 
asset portfolio management; fi nancial 
leasing; and the issuance, sale, 
purchase, and maintenance of checks, 
bills of exchange, payment cards and 
other payment instruments. 

They are also encouraged to invest in 
real estate property. As can be seen, the 
possibilities to operate in the Ukrainian 
market for fi nancial institutions and 
investors from Islamic states are quite 
extensive. For the public sector, Sukuk 
issuance is also a possibility.

The chief of the National Bank of 
Ukraine, Valeria Gontareva, noted that 
available rules on banking already 
allow technically Muslim fi nanciers 
to work in Ukraine. She added that 
if a potential bank fulfi ls the general 
legal requirements on capital and other 
organizational criteria, it is then up to 
the bank on how to invent and sell its 
products to Ukrainians as that is the 
offi  cial stand of the central bank. 

Once operators have mastered the 
Ukrainian investment market, they will 
then be able to off er suggestions to the 
government regarding amendments 
to the regulations and how to adapt 
Ukrainian legislation to Shariah rules 
and ways to harmonize the two sets of 
laws.

Ukraine’s economy has been slowly 
integrating into the EU and it may 
be att ractive for foreign investors, 
given the cheap price of assets at the 
moment. Ukraine can serve as an 
outpost for the supply of EU products 
produced in the country or in transit 
through its territory, thus having an 
infl uence on the Western economy 
from here. Additional incentives for the 
government of Ukraine to adapt to new 
market conditions and att ract investors 
from Islamic countries is to alleviate 
a payment crisis and to develop its 
agrarian industry.

In conclusion, Islamic banking has a 
real chance to successfully operate in 
Ukraine if investors eff ectively manage 
the resources available in the stock and 
fi nancial markets by providing high-
quality products to customers in 
Ukraine.

Naryman Kymsanov is the owner and CEO 
of Quantum Property. He can be contacted 
at naryman@ukr.net.

The opening of Shariah compliant inancial 
institutions in Ukraine: A general review
At the moment, some Muslims in the Ukraine are permitt ed to access existing fi nancial services available in the 
country. To start a business under Shariah, or to create special fi nancial products suitable for Muslims in Ukraine is 
very diffi  cult. The Ukrainian legal framework and business practices have not adopted the like practices of European 
countries and the US, where Halal banking has long taken its rightful place and successfully developed to meet the 
evolving needs of customers. Islamic windows operate eff ectively to serve Muslims in the UK and the west but there 
is nothing similar in the Ukraine so far. NARYMAN KYMSANOV reviews the Islamic fi nance landscape in Ukraine.
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By Hans Tesselaar

What will these corporations need to 
consider in order to be truly globally 
competitive in the next 12 months?

Islamic banking, as with all global 
fi nancial systems, needs to embrace 
evolving technology if it is to experience 
true business growth. In today’s 
competitive market, this is essential in 
order to further drive speed to market 
and keep pace with the growing 
demand for digital fi nancial solutions. 

However, the complex nature of Islamic 
banking and compliance with Shariah 
can make it challenging for international 
technology providers to off er suitable 
solutions that fi t this specifi c business 
model. As such, many banks have 
traditionally developed tailored, in-
house banking technology systems. 
This labor-intensive exercise becomes 
increasingly challenging, the faster 
Islamic banking continues to grow. 
Forced to scale quickly, Islamic banks 
have been forced to layer on complex 
technology systems – creating a web of 
convoluted technology, without a clearly 
defi ned IT architecture. 

Nonetheless, the industry is committ ed 
to competing on a global scale – as 
evidenced by changing regulation to 
support this. As of the 1st January 2016, 
the Qatar Financial Center Regulatory 
Authority (QFCRA)’s new Islamic 
Banking Business Prudential Rules 
2015 offi  cially come into play – which 
are designed to support the QFCRA’s 
ongoing commitment to meeting high 
international regulatory standards, 
as well as the continued development 
of the QFC as a leading fi nancial and 
business center in the region.

With regulation moving in line to 
support the international growth of 

Islamic banking, what can be done to 
address the technological barriers to 
fast growth? 

While the specifi c banking codes of 
practice may diff er between Shariah-
driven banks and other global 
institutions, in order to work together on 
a global scale, a globally standardized 
technology solution is key. 

The Banking Industry Architecture 
Network (BIAN) is a member-driven, 
not-for-profi t association dedicated 
to supporting banks worldwide to 
overcome core banking IT issues. Built 
of a collaborative group of banks, 
service providers and software vendors, 
including Oracle, Microsoft, Commercial 
Bank of Qatar and BML Istisharat, the 
community has designed a framework 
to enable banks to standardize the 
international banking IT landscape.

By relying on a service-oriented 
architecture that separates processes 
into business functions, banks can 
straighten out their convoluted 
infrastructure mess into building blocks 

of pre-defi ned services – thus creating 
a framework that works for banks 
across the globe and enabling true 
international collaboration. 

BIAN in action 
In the Middle East, National 
Commercial Bank, which is based in 
Jeddah, Saudi Arabia, is working with 
BIAN member TCS Bancs to upgrade 
its core banking system. This Shariah 
compliant upgrade is a bid to strengthen 
National Commercial Bank’s Islamic 
banking market growth strategy. 

Similarly, in Asia, Bank Negara 
Indonesia (BNI), which is recognized 
as one of the fastest-growing and most 
innovative banks in the region, began a 
process of architecture transformation 
when faced with growing competition 
from sophisticated foreign banks. 
BNI upgraded its infl exible legacy 
IT environment to TCS BaNCS Core 
Banking, which enables it to support 
both conventional banking and Shariah 
compliant Islamic banking, with 
completely separate accounting on the 
same physical infrastructure. 

The key to banks becoming globally 
competitive is first to embrace 
collaboration. By identifying the basic 
business capabilities that are 
standardized across all banks – and 
aligning the IT infrastructure to match 
this across the industry – banks can 
start to operate on a truly global scale. 
Standardization across core banking IT 
will enable banks to ultimately 
differentiate in the areas that matter: 
offering a fantastic service to 
customers. 

Hans Tesselaar is the executive director at 
Banking Industry Architecture Network 
(BIAN). He can be contacted at hans.
tesselaar@bian.org.

Collaborating to compete: How can Islamic 
banks become truly globally competitive in 
2016?
Last year, we saw Islamic fi nance making gains in the global fi nancial sphere. One of the fastest-growing segments 
in the worldwide fi nancial system today, it is estimated at a value in excess of US$1.48 trillion. Throughout 2016, we 
can expect to see the sector continue to gain traction as players in this sector seek to realize their global ambitions. 
HANS TESSELAAR delves further.

Standardization 
across core 

banking IT will 
enable banks 
to ultimately 
differentiate in the 
areas that matter: 
offering a fantastic 
service to 
customers
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There was a point where much of the 
core technology underpinning the 
Islamic fi nancial industry was adapted 
from conventional products tweaked 
into compliance by big global system 
vendors. This is no longer the case – 
largely because the rapid evolution of the 
Islamic fi nance industry has demanded 
it. Globally, Islamic assets have grown 
at double-digit rates for the past decade 
– from around US$200 billion in 2003 to 
an estimated US$1 trillion by the end of 
2015, according to reputed consultancy 
EY. 

Islamic fi nancial institutions now have 
the breadth and scale to take the lead in 
shaping the use of  technology – deploying 
new and native technologies that set the 
pace of innovation for their conventional 
counterparts.

Bracing for the future
There is considerable room for growth. 
New markets in Europe, Asia and 
elsewhere are opening their doors to 
Islamic fi nance. The number of Muslims 
worldwide is expected to grow more than 
twice as fast as the overall population for 
the next several decades — from 1.6 billion 
in 2010 to 2.8 billion in 2050. At present, 
Shariah compliant assets make up just 1% 
of global assets. 

While Islamic banking has enjoyed great 
visibility in recent years, it is merely one 
component of the wider Islamic economy, 
which today encompasses everything from 
food to fashion to pharmaceuticals. In the 
age of digital commerce, what is good for 
Islamic fi nance is good for each of these 
sectors and the wider Islamic economy. 

New markets, new partners
The seismic shifts underway in Islamic 
fi nance have opened doors for new 
entrants like telecommunications 
providers to bett er serve the industry 
through technology. A landmark 2015 
report on the Islamic economy compiled 

by Thomson Reuters and advisory fi rm 
Dinar Standard sums up this shift rather 
succinctly: “As the earlier innovation wave 
mostly hit payment transactions, [Islamic] 
start-ups are targeting the more lucrative 
retail-banking segment, which accounts 
for 52% of total industry revenues, by 
using peer-to-peer solutions, social 
technologies, and advanced data analytics 
to develop products, manage risk, and 
improve services.”

As a global service provider, Vodafone has 
launched pioneering partnerships with 
the fi nancial indus-try in markets around 
the world: M-Pesa is the world’s most 
successful money transfer service, ena-
bling millions of people who have access 
to a mobile phone, but who do not have or 
have only limited access to a bank account, 
to send and receive money, top up airtime 
and make bill payments across Af-rica, 
Asia and Eastern Europe. Vodafone 
Qatar knows fi rst-hand how real and 
rewarding a commitment to the Islamic 
economy can be and remains a committ ed 
partner in creating its future. Vodafone 
Qatar was one of the fi rst non-fi nance 
companies in the region to become 100% 
Shariah compliant. When it announced 
its successful transformation, which 
included refi nancing its conventional debt 
to a single Shariah compliant Wakalah 
agreement, its stock price soared by 20%. 
The sustainable and charitable principles 
of the Islamic commerce system will 
continue to set the standard.

Strategies for success
The Islamic fi nance industry has shown 
great leadership in transforming itself 
and the wider Islamic economy, playing 
a central role in its success. The following 
are three core principles for successful 
technology deployment and diff erentiation 
by Islamic fi nancial fi rms:

• Service: To grow profi tability and 
capture this new demand, the Islamic 
fi nance industry will increasingly 
need to sell more products to more 
customers – thinking beyond billion-
dollar deals and infrastructure 
project transactions. Partnering 

with telecommunications providers 
that meet retail consumers’ high 
demands for network speed, safety 
and reliability will be key. Those 
fi nancial fi rms that prioritize constant 
connectivity with the customer, 
through socially engaging and data-
driven service models, will win the 
day.

• Security: All fi nancial institutions – 
conventional and Islamic – must guard 
against distributed denial-of-service 
and other malicious att acks on critical 
infrastructure as they become more 
prevalent. Islamic fi nancial fi rms, 
by defi nition, go to great lengths 
to avoid and share risk and must 
therefore be ultra-sensitive to the 
risk aversion of their customers. The 
stronger their mitigation systems, the 
sturdier their platform for growth 
and credibility. Building a brand 
that prioritizes network and data 
security, by deploying the latest cloud 
and mitigation systems, will meet 
greater success in capturing new retail 
customers.

• Small business: In the region, there is a 
huge gap between the public support 
entrepreneurship receives and banks’ 
willingness to actually lend to small 
businesses. Small businesses are the 
backbone of Islamic communities 
around the world. From Islamic 
microfi nance start-ups like Blossom 
Finance to major endorsements from 
non-Islamic development institutions 
like the World Bank and the IMF, 
experts agree that Islamic fi nance is in 
a unique position to close this lending 
gap and lift communities. From the 
fi rms’ perspective, a small business-
focused strategy will keep them in the 
favor of government leaders charged 
with shaping regulation in the new 
Islamic economy. It’s a win-win 
situation.

Steve Walters is CFO of Vodafone Qatar. He 
can be contacted at steve.walters01@vodafone.
com.

Technology and transformation in Islamic 
inance

The rising tide of technology innovation has been a boon to the Islamic and conventional fi nance industries. 
The 1,400-year-old concept of Islamic commerce has come of age in the last two decades – developing highly 
sophisticated products and growing rapidly in assets and appeal. STEVE WALTERS explores.
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Aeon Credit to make Sukuk 
periodic distribution
MALAYSIA: Aeon Credit Service (Aeon 
Credit) has announced on Bank Negara 
Malaysia’s website that the periodic 
distribution for the stock code: PZ150001 
(Series 2) of its RM400 million (US$93.44 
million) in nominal value subordinated 
Islamic perpetual notes (Perpetual Sukuk) 
under the perpetual Sukuk program based 
on the principles of Musharakah and 
Musawwamah will be due and payable on 
the 16th February 2016.

KPC could issue Sukuk to boost 
oil output
KUWAIT: State-run Kuwait Petroleum 
Corp (KPC) is considering selling Sukuk 
and bonds to help pay for a planned 
investment of US$100 billion over the next 
fi ve years to boost oil output, according to 
Bloomberg quoting KPC’s CEO Nizar Al 
Adsani who added that this could pave the 
way for KPC to be rated by international 
credit agencies. 

The company earlier in January announced 
plans to arrange a US$10 billion loan to 
expand refi neries to make cleaner-burning 
fuels.

Indonesia hires banks for 
dollar Sukuk
INDONESIA: Indonesia has mandated 
Dubai Islamic Bank, CIMB, Citigroup, 
Deutsche Bank and Standard Chartered to 
arrange the sale of its planned US dollar 
Sukuk, according to Reuters quoting 
unnamed sources. Finance minister 
Bambang Brodjonegoro had told the 
press on the 27th January 2016 that the 
government needs to expedite the sale of 
the Sukuk in order to anticipate further 
changes in US interest rates. However, 
no details on the size and maturity were 
disclosed.

Cagamas issues irst debts of 
2016
MALAYSIA: National Mortgage 
Corporation Malaysia or Cagamas has 
announced its fi rst issuance of the year, 
the RM1.52 billion (US$357.23 million) 
three-year Cagamas bonds, comprising 
RM400 million (US$94.01 million) Islamic 
medium-term notes (IMTN) and RM1.12 
billion (US$263.22 million) conventional 
medium-term notes. According to a 
statement, the IMTN represents its fi rst 

8th March 2016
Grand Hyatt Muscat

Islamic banking has witnessed unprecedented growth in recent years and it is forecast to more 

than double in the decade ahead. However, to reach optimistic industry expectations, Islamic 
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banks to capitalize on technological advancement.

LEAD MEDIA PARTNER

LEAD MEDIA PARTNER

REGISTER NOW at
www.REDmoneyevents.com

W: www.redmoneyevents.com | E: emerson.dinesh@redmoneygroup.com | T: 603 2162 7800 ext. 43

ISLAMIC BANKING
TECHNOLOGY -TECHNOLOGY 
BANKING ON INNOVATION



26© 3rd February 2016

NEWS

private debt securities Sukuk reopening for 
the year. Proceeds from the issuance will be 
utilized to fund the purchases of mortgage 
loans and Islamic house fi nancing from the 
fi nancial system.

Nigerian sovereign Sukuk 
expected in May
NIGERIA: Nigeria is set to issue its 
sovereign Sukuk in May 2016, according to 
Naija247news quoting the Securities and 
Exchange Commission (SEC)’s director-
general Mounir Gwarzo who added that 
the issue is expected to be oversubscribed 
with enhanced participation from 
domestic and foreign investors. The SEC 
is reportedly working with the Debt 
Management Offi  ce (DMO) to ensure 
the bond will be issued promptly within 
the set timeline and would support the 
DMO in capacity-building to ensure the 
successful issuance of the bond.

OmanTel prices dual-currency 
Sukuk
OMAN: Oman Telecommunications 
(OmanTel) has priced its US$130 million 
fi ve-year dual-currency Sukuk issue 
at a profi t rate of 5.3%, according to 
Reuters. OmanTel reportedly received 
commitments worth US$82.16 million 
in the dollar tranche and OMR18.4 
million (US$47.63 million) in the Omani 
rial tranche. The transaction is set to be 
completed on the 3rd February 2016.

TSH Sukuk Murabahah plans 
ICP
MALAYSIA: TSH Sukuk Murabahah – the 
funding conduit of biotechnology company 
TSH Resources – will issue RM30 million 
(US$7.14 million) in Islamic commercial 
papers (ICP) on the 3rd February, according 
to a statement on Bank Negara Malaysia’s 
website. To mature on the 3rd August 
2016, the deal is being facilitated by RHB 
Investment Bank.

Turkish Treasury plans 2016 
Sukuk
TURKEY: The Turkish government will 
issue lira-denominated lease certifi cates 
in February and September as part of its 
revised 2016-18 medium-term program 
as dictated by the 2016 Treasury Finance 
Program. According to a press release 
by the Prime Ministry Undersecretariat 
of Treasury, a total of TRY1.8 billion 
(US$602.72 million) will be raised through 
lease certifi cates in February 2016, subject to 
market conditions. It is noted in a separate 
statement that the Treasury raised TRY3.4 
billion (U$1.14 billion) via lease certifi cates 
in February and August of 2015.

KFH plans Sukuk
KUWAIT: Kuwait Finance House (KFH) 
is considering issuing Tier 1 or Tier 2 
Sukuk this year and is looking to issue Tier 
2 Sukuk for its Turkish subsidiary, CEO 
Mazen Al Nahedh told Arabiya TV.

MAF Sukuk to distribute pro it
UAE: MAF Sukuk will distribute profi t for 
its US$400 million trust certifi cates for the 
period from 7th August 2015 to 7th February 
2016 on the 7th February. According to a 
bourse fi ling, the distribution has been set 
at a profi t rate of 5.85%.

NBAD replaces RBS
MALAYSIA: The Royal Bank of Scotland 
(RBS) has resigned as the facility agent for 
National Bank of Abu Dhabi (NBAD)’s 
Islamic and conventional medium-term 
note program of up to RM3 billion 
(US$713.57 million) with a maturity of up 
to 20 years. According to a bourse fi ling, 
Standard Chartered Bank Malaysia has 
been mandated to replace RBS.

SapuraKencana issues further 
Sukuk
MALAYSIA: SapuraKencana Petroleum 
on the 29th January issued RM176 million 

(US$41.86 million) in nominal value of 
unrated Sukuk Murabahah under its 
multicurrency Sukuk program worth 
up to RM7 billion (US$1.67 billion), 
proceeds from which will be used to part 
refi nance SapuraKencana TMC’s existing 
debts, according to a bourse fi ling. RHB 
Investment Bank acted as the lead manager 
of the transaction.

GII Murabahah oversubscribed
MALAYSIA: The Malaysian government 
on the 29th January issued RM2 billion 
(US$475.72 million)-worth of GII 
Murabahah at a profi t rate of 4.79%. 
According to a statement on Bank Negara 
Malaysia’s website, 166 bids worth RM3.83 
billion (US$910.99 million) collectively 
were received.

EKVE loats maiden Sukuk
MALAYSIA: EKVE, a wholly-owned 
subsidiary of Ahmad Zaki Resources, 
on the 29th January made its maiden 
issuance of RM1 billion (US$237.86 million) 
guaranteed Sukuk Murabahah facility, 
according to a bourse fi ling. 

Proceeds from the Sukuk (rated ‘AAA(bg)/
Stable’ by RAM) will be utilized to part-
fi nance the operations of the East Klang 
Valley Expressway, among others. Bank 
Pembangunan Malaysia and Maybank 
Investment Bank were the joint principal 
advisors, joint lead arrangers and joint lead 
managers as well as guarantors for the 
facility.

IDB selects banks to arrange 
Sukuk
GLOBAL: The IDB has mandated 
Boubyan Bank, CIMB, Commerzbank, 
Emirates NBD, Gulf International Bank, 
JPMorgan, Natixis and Standard Chartered 
as arrangers for its potential benchmark-
sized US dollar Sukuk issuance, which 
is expected in the fi rst quarter of 2016, 
according to Reuters.

DEAL TRACKER Full Deal Tracker on page 29
EXPECTED DATE COMPANY'S NAME SIZE STRUCTURE ANNOUNCEMENT DATE
TBA Khazanah Nasional TBA Sukuk 15th January 2015

TBA IDB TBA Sukuk 15th January 2015

TBA EKVE RM1 billion Sukuk Murabahah 13th January 2015

TBA Oman Telecommunications TBA Sukuk 12th January 2016

TBA Emirates of Sharjah TBA Sukuk 11th January 2016

TBA Tenaga Nasional US$3 billion Sukuk 8th January 2016

TBA Toprak Mahsulleri Ofi si up to TRY600 million Sukuk 7th January 2015

TBA Government of Jordan JOD150 million Sukuk 7th January 2015
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Bank Rakyat and PPKKM ink 
MoU
MALAYSIA: Bank Rakyat has inked 
an MoU with the Security Services 
Association of Malaysia (PPKKM) 
which will see the Islamic cooperative 
bank providing credit facilities and 
fi nancial support to members of PPKKM, 
according to a statement.

Maldives gets new Islamic 
inance irm

MALDIVES: The Maldivian government 
has established Khazana Maldives, a new 
Islamic fi nance fi rm tasked to provide 
Shariah compliant fi nancing and to set 
up an Islamic fi nance center, according 
to Haveeru Online. The company was 
created under the Companies Act of 
Maldives with MVR1 billion (US$63.87 
million) in capital.

Separately, Ooredoo has appointed 
Maldives Islamic Bank to oversee its trust 
account for its Ooredoo Mobile Money 
service which is expected to be offi  cially 
launched in May. Ooredoo’s CEO 
Vikram Sinha was quoted by Haveeru 
Online as saying that the service will fi rst 
be released on a test run for customers in 
February.

LTH in the red?
MALAYSIA: The country’s pilgrimage 
fund board, Lembaga Tabung Haji 
(LTH), has issued a statement in response 
to Bank Negara Malaysia’s statement 
that the board’s liabilities outweigh 
its assets, leaving it in a precarious 
fi nancial position. LTH group managing 
director and CEO Ismee Ismail said 
that the evaluation had not taken into 
account the fund’s investment portfolios 
and affi  rmed that LTH is in a good 
fi nancial position while reassuring 
that contributors’ deposits, which are 
guaranteed by the government, are safe. 
The central bank has asked the fund to 
review its reserve policy.

Aladdin launches Halal 
e-commerce site
MALAYSIA: The Aladdin Group of 
Companies (Aladdin) has launched 
aladdinstreet.com.my, a Shariah 
compliant e-commerce site. 

According to Bernama, the group has 
invested US$5 million to establish the 
site which would cater to banking 
and fi nance services among others. 
Aladdin is also targeting both Muslim 
and non-Muslim markets in more 
than 30 countries with an international 
e-platform – Aladdinstreet.com – catering 
to the global marketplace set to be 
launched in the second quarter of 2016.

IAP in February
MALAYSIA: The Shariah compliant 
Investment Account Platform (IAP) – 
being developed through a centralized 
multibank platform – is expected to be 
launched in February 2016, according to 
Zeti Akhtar Aziz, the governor of Bank 
Negara Malaysia, speaking at an industry 
event.

SECP implements AAOIFI 
Shariah standards
PAKISTAN: The Securities and Exchange 
Commission of Pakistan (SECP) has 
adopted AAOIFI’s Shariah standards 
numbers 3, 8, 9, and 13 as it att empts 
to standardize and harmonize Shariah-
related matt ers of Islamic fi nancial 
institutions under its regulation and 
supervision, according to a press release.

Indonesia to pass inancial 
safety bill in February
INDONESIA: Lawmakers at the 
Indonesian House of Representatives are 

fi nalizing deliberations on the Financial 
System Stability Net (JPSK) bill and are 
expecting to pass it into law in the fi rst 
quarter of 2016, according to The Jakarta 
Post. 

The bill, once passed into law, will 
provide legal certainty for policymakers 
when making crucial fi nancial decisions 
in times of need and will oversee the 
establishment of a Financial System 
Stability Committ ee which will 
be chaired by the fi nance minister 
with other members comprising the 
governor of Bank Indonesia (BI) and the 
chairpersons of Otoritas Jasa Keuangan 
(OJK) and the Deposit Insurance 
Corporation. 

Upon fi nalizing the law, lawmakers will 
then proceed with revisions of the BI 
Law, OJK Law and LPS Law — all of 
which closely relate to the mechanism 
of the JPSK — which is expected to be 
completed before the end of the year.

No rating impact from Budget 
2016 recalibration
MALAYSIA: The government of 
Malaysia on the 28th January unveiled 11 
restructuring measures and adjustments 
to Budget 2016, looking to save RM9 
billion (US$2.14 billion) in operating and 
development expenditures as announced 
in October 2015. 

According to S&P, the recalibration does 
not aff ect the sovereign credit ratings and 
outlook on Malaysia (foreign currency ‘A-/
Stable/A-2’; local currency ‘A/Stable/A-1’; 
and, ‘axAAA/axA-1+’) adding that the 
recalibrated budget indicated that the 
government will not depart from its fi scal 
consolidation plans.

New bill iled to bolster 
Islamic banking
PHILIPPINES: Senator Paolo Benigno 
Aquino IV, the chairman of the Senate 
committ ee on trade, commerce and 
entrepreneurship, has fi led the Senate 
Bill 3150 to amend the charter of the Al-
Amanah Islamic Investment Bank of the 
Philippines, according to Sun.Star. 

The motion seeks to strengthen the 
Islamic bank to provide a broader market 
while promoting the establishment of 
other Islamic banks and also engagement 
in Islamic banking arrangements 
by conventional banks under the 
supervision and regulation of the Bangko 
Sentral ng Pilipinas.

AFRICA
Al Baraka Bank Egypt eyes 
bigger branch network
EGYPT: Al Baraka Bank Egypt 
plans to launch two new branches 
in 2016 dedicated to the retail and 
SME segments. According to a press 
statement, the bank plans to open three 
new full branches over the next two 
years, bringing its total branch network 
to 34 by 2017, in line with its target of 
expanding it to 42 by 2020.

Islamic banking opportunities 
identi ied in Rwanda
RWANDA: A delegation from Malaysia 
led by trade commissioner Saifuddin 
Khalid has identifi ed Kigali as the pilot 
ground to introduce Islamic banking in 
Rwanda, according to The New Times 
Rwanda. Saifuddin was quoted as saying 
that the fast economic growth of the East 
African nation provides an opportunity 
to invest in the banking sector.
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Islamic inance academic 
program for the UAE
GLOBAL: Aafaq Education, a subsidiary 
of Aafaq Islamic Finance, and University 
College of Bahrain have entered into a 
strategic partnership to off er an Executive 
Master’s degree in Islamic fi nance in 
the UAE, according to a statement. The 
agreement will see Aafaq provide the 
necessary licensing for the provision of the 
new program in the UAE and it will also be 
responsible for marketing and promoting 
the program in the UAE and the GCC 
region.

First Islamic bank to be 
established in Grozny
GLOBAL: An agreement to establish 
an Islamic bank in Grozny (the capital 
of Russia’s Chechen Republic) has been 
reached. According to Russian news agency 
TASS quoting the Chechen Republic’s 
leader Ramzan Kadyrov, a discussion 
was held with Hilal Suhail Hilal Rashid 
Al Mazrouei and Wael Saab, executives 
of the UAE-based Mazkorp and the 
issue has been worked out preliminarily. 
Kadyrov added that the opening of the 
bank is benefi cial for the Republic since 
large properties are under development in 
Chechnya with capital participation from 
the UAE and the absence of Islamic banks is 
the only obstacle.

ICD and QDB collaborate
GLOBAL: The Islamic Corporation for the 
Development of the Private Sector (ICD) 
and Qatar Development Bank have entered 
into a joint strategic collaboration to bolster 
SMEs in Qatar. According to a press release, 
the agreement will see a formation of a 

work group comprising key stakeholders 
and experts from each party to collaborate 
on the feasibility of co-developing an 
investment and fi nancing vehicle to support 
and develop SMEs and local businesses.

Al Baraka’s aggressive 
expansion plans
GLOBAL: Bahrain-based Al Baraka 
Islamic Bank is looking at reviving plans 
of entering the French market as part of its 
European expansion strategy, according 
to CEO Adnan Ahmed Yousif, reported 
Reuters. The bank is also reportedly 
planning to buy a bank in Indonesia, 
launch operations in China and is currently 
awaiting regulatory approval (expected 
March) from the Moroccan central bank on 
its intention to establish a presence in the 
North African country.

Ibdar invests in Manchester
GLOBAL: Bahrain-based Ibdar Bank has 
invested GBP8 million (US$11.44 million) 
in a private rented sector development in 
UK’s Manchester City, known as Angel 
Gardens. The 458-apartment residential 
has a total development value of GBP124 
million (US$177.25 million) and is being 
funded through a combination of equity 
invested by the wholesale Islamic bank 
and other co-investors as well as senior 
debt. According to a press release, expected 
income return through operations starts at 
9.1% on stabilized income, rising to 10.8% 
per year after three years of stabilized 
operations and a targeted internal return 
rate of over 15% over a fi ve-year investment 
period.

ITFC fuels Burkinabe energy 
sector
GLOBAL: The International Islamic Trade 

Finance Corporation (ITFC) has agreed 
to extend a US$60 million Murabahah 
fi nancing facility to the government of 
Burkina Faso and national petroleum 
importer Sonabhy as part of a framework 
agreement contracted between ITFC and 
the Burkinabe government in June 2014, 
according to a press release.

IDB and Nigeria join forces
GLOBAL: The IDB is set to collaborate 
with the Nigerian government to develop a 
comprehensive plan for the reconstruction 
of Northern Nigeria, according to a 
statement. Poverty is a major issue facing 
the northeastern region and urgent 
intervention is required in education, 
electricity supply and poverty reduction, 
according to Nasir Ahmad El-Rufa’i of 
Kaduna State, a member of the delegation 
that visited the IDB recently.

Dubai expanding capital 
market ties with Egypt
GLOBAL: NASDAQ Dubai has created 
a link with Misr for Central Clearing, 
Depository and Registry (MCDR) enabling 
individual Egyptian investors to trade on 
NASDAQ Dubai through Cairo-based 
MCDR, using Egyptian pounds. Dr 
Tarek Abdelbary, the vice-chairman and 
managing director of MCDR, said in a 
statement that the new link is a step toward 
facilitating dual listings by issuers in both 
countries.

Investcorp completes sale of 
Veritext
GLOBAL: Alternative investment manager 
Investcorp has completed the sale of VText 
Holdings (Veritext) to private equity fi rm 
Pamplona Capital Management, according 
to a press release.

ASSET 
MANAGEMENT
New Iran-focused PE fund
GLOBAL: Iran’s Turquoise Partners is 
launching an Iran-focused private equity 
fund in collaboration with REYL Finance 
(MEA), REYL & Cie’s Dubai-based entity, 
according to a statement sent to IFN.

GFH declares dividend 
payouts
BAHRAIN: GFH Capital has announced 
the distribution of semi-annual dividends 

for its funds across four asset classes 
in the UAE, Saudi Arabia and the US, 
according to a statement. Investors 
received an annual return of 11% from 
Saudi’s Event Mall in Jeddah, 9% from 
the US’s Diversifi ed US Residential 
Portfolio, 9% from the UAE’s Sheffi  eld 
Private School and 7% from the 
Philadelphia Private School also in the 
UAE.

IFRS-10 exemption for mutual 
funds
PAKISTAN: The Securities and Exchange 
Commission of Pakistan has exempted 
the application of Section 237 of the 1984 

Companies Ordinance and International 
Financial Reporting Standard-10 (IFRS-
10) to mutual fund companies, according 
to a statement. 

The IFRS-10 deals with the preparation 
of consolidated fi nancial statements of 
holding companies and subsidiaries; 
however, due to its broader scope of 
defi nition of subsidiary and control, the 
fi nancial sector was facing issues in the 
consolidation of fi nancial statements. The 
SECP considers the application of Section 
237 to a holding company concerning its 
asset management company to be fully 
enforceable, but exempted its application 
to a ‘trust’ or ‘fund’.
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MIDDLE EAST
ADGM establishes Regulatory 
Committee
UAE: Abu Dhabi Global Market 
(ADGM) has established the Regulatory 
Committ ee, in accordance with the 
ADGM Financial Services & Markets 
Regulations 2015, to support the 
independence, integrity and procedural 
fairness of the Financial Services 
Regulatory Authority in exercising 
its powers. According to a statement, 
the committ ee is chaired by the 
former chairman of the International 
Organization of Securities Commissions 
Jane Diplock.

GEMS Global eyes Islamic 
inance facility

UAE: GEMS Global, a portfolio company 
of Dubai-based schools operator GEMS 
Education, is reportedly seeking a 
US$250 million loan facility for general 
corporate purposes, according to Reuters. 
Quoting unnamed sources, the facility 
is said to have a tenure of three years 
with two parts: a conventional fi nancing 
worth AED642 million (US$174.75 
million) and an Islamic portion worth 
AED275 million (US$74.85 million). 
Emirates NBD is apparently the sole 
arranger of the transaction which could 

be agreed as soon as mid-February with 
an option to extend the loan for a further 
year at the discretion of the borrower.

EI opens nominations for 
board directors
UAE: Emirates Islamic (EI) will consider 
a resolution for the election of directors 
at its 40th annual general meeting on the 
15th February 2016. According to a bourse 
fi ling, the bank is receiving nominations 
until the 4th February.

Iranian power company 
receives inancing from IDB
IRAN: The IDB has provided fi nancing 
worth EUR120 million (US$130.92 
million) to Isfahan Regional Electricity 
Company for the latt er to execute 
electricity projects in Isfahan, Charmahal 
and Bakhtiari provinces. Rasoul Mussa 
Rezaei, the managing director of the 
power company, was quoted by IRNA 
as saying that the repayment of the 
fi nancing will commence fi ve years post-
operation of the projects over a duration 
of nine years.

AMAF and SLC collaborate
UAE: The Awqaf and Minors Aff airs 
Foundation (AMAF) has inked an MoU 
with the Supreme Legislation Committ ee 
(SLC) to enhance the legal and technical 

expertise of both parties, and promote 
cooperation in training, legal research, 
and studies, according to a press release.

Bank AlBilad eyes capital 
increase
SAUDI ARABIA: Bank AlBilad is 
looking to bolster its resources by 
proposing a capital increase through 
bonus shares. According to a bourse 
fi ling, the bank plans to increase its 
capital by 20% to SAR6 billion (US$1.6 
billion) from SAR5 billion (US$1.33 
billion) by off ering one bonus share 
for every fi ve shares owned. The 
proposed exercise will be conducted via 
capitalization of SAR1 billion (US$266.47 
million) by capitalizing SAR468 million 
(US$124.71 million) from the retained 
earnings and SAR532 million (US$141.76 
million) from the statutory reserve.

Iran to join EDB
IRAN: Iran is expected to join the 
Eurasian Development Bank (EDB) by 
the end of March, according to Fars 
News Agency quoting the EDB’s chief 
Dmitry Pankin. The announcement came 
following the invitation to join the EDB 
by the head of the Central Bank of Russia 
Elvira Nabiullina as it seeks to promote 
cooperation with the Islamic Republic 
in the banking sector, according to the 
Financial Tribune.

EUROPE
Capital Index launches 
Islamic trading account
UK: Global online brokerage Capital 
Index has launched a new Shariah 
compliant trading account targeting 
new clients from the Middle East and 
Africa by off ering Muslim traders the 
opportunity to trade in world markets 
without incurring any swap or roll-

over fees on positions held overnight, 
according to a statement.

New property acquisitions for 
90 North
UK: 90 North Real Estate Partners 
has completed the acquisitions of two 
separate properties based in the UK: the 
acquisition of Riverside East, Sheffi  eld, 
for GBP23.4 million (US$33.36 million) on 
behalf of Atherton Property Investment 

and the GBP42.5 million (US$60.59 
million) acquisition of 100 High Street, 
Crawley, for Moss Property Investment. 

According to separate press releases, 
90 North acted as the property and 
investment advisor for both transactions, 
with Sidra Capital the strategic advisor 
for the Riverside acquisition and Arzan 
Wealth the strategic advisor for the High 
Street deal.

TAKAFUL
Dubai Trade gains new 
Takaful provider
UAE: Dar Al Takaful has joined the 
Tradeshield platform of Dubai Trade, 
a cross-border trade facilitator, as the 
latt er’s newest insurance provider, 
according to a press release. The Takaful 
operator will be providing Shariah 
compliant insurance services alongside 

other providers such as ADNIC, RSA, 
Noor Takaful and Oman Insurance, 
enabling customers to have more product 
options on the platform.

Orient Takaful wins bid
EGYPT: Union National Bank of Egypt 
has awarded an insurance policy bid for 
the total sum insured of up to EGP500 
million (US$63.66 million) to Orient 
Takaful Insurance Company. According 

to Amwal Al Ghad, the policy is 
renewable for one year.

TAKAUD and Takaful 
International sign MoU
BAHRAIN: Savings, investments 
and pensions provider TAKAUD has 
partnered with Takaful International to 
provide individual and corporate life 
insurance customers of the latt er with 
Shariah compliant unit-linked savings 
policies, according to a statement.
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RESULTS
STMB
MALAYSIA: For the 12-month period of 
2015, Syarikat Takaful Malaysia (STMB) 
reported a net profi t of RM155.98 million 
(US$36.66 million) from 2014’s RM140.52 
million (US$33.03 million), up 11% on 
higher Wakalah fee income. According to 
a statement, revenue rose by 8.5% year-on-
year to RM1.79 billion (US$420.69 million) 
during the period.

Dubai Islamic Bank
UAE: Dubai Islamic Bank registered a 
37% year-on-year growth in net profi t 
to AED3.84 billion (US$1.05 billion) for 
the January-December period of 2015, 
according to a statement. Total assets 
for the period under review rose 21% to 
AED149.9 billion (US$40.8 billion) from 
AED123.9 billion (US$33.72 billion) as at 
December 2014.

Kuwait Finance House
KUWAIT: Kuwait Finance House 
registered a net profi t of KWD145.8 million 
(US$479.61 million) for the 2015 fi scal 
year, a growth of 15.3% year-on-year. 
In a statement, the bank confi rmed total 
assets reached KWD16.5 billion (US$54.28 
billion).

Alizz Islamic Bank
OMAN: For the full year of 2015, Alizz 
Islamic Bank reported a net loss of 
OMR5.36 million (US$13.87 million) after 
provisions and tax, up 2.6% from the 
previous year’s loss of OMR5.5 million 
(US$14.24 million). According to a bourse 
fi ling, the bank’s total assets as at the 31st 
December 2015 rose 111.28% to OMR252.73 
million (US$654.22 million) from 
OMR119.62 million (US$309.65 million) in 
2014.

Bank Nizwa
OMAN: Bank Nizwa concluded the 2015 
fi nancial year with an after-tax net loss 
of OMR4.76 million (US$12.32 million), a 
year-on-year increase of 38%, according to 

a bourse fi ling. The bank saw an increase 
of 37% in total assets to OMR346.59 million 
(US$897.18 million) for the period under 
review compared to OMR253.11 million 
(US$655.2 million) achieved in 2014.

QIIB
QATAR: For the fi nancial year ending the 
31st December 2015, Qatar International 
Islamic Bank (QIIB) achieved a net profi t 
of QAR784.2 million (US$215.22 million), 
according to a statement. The bank’s total 
assets registered a growth of 5.8% year-on-
year to QAR40.6 billion (US$11.14 billion).

Mashreq
UAE: For the fi nancial year ending 
the 31st December 2015, Mashreq Bank 
declared a net profi t of AED2.4 billion 
(US$653.29 million), confi rmed the bank in 
a statement. Total assets for the reported 
period stood at AED115.2 billion (US$31.36 
billion), up 8.8% year-on-year.

Sharjah Islamic Bank
UAE: Sharjah Islamic Bank saw a 9% 
growth in net profi t to AED409.9 million 
(US$111.58 million) for the 12-month 
period of 2015 against the previous year’s 
AED377.2 million (US$102.68 million). 
According to a statement, total assets stood 
at AED29.9 billion (US$8.14 billion) as at 
December 2015, up 14.9% year-on-year.

Al Baraka Bank Egypt
EGYPT: Al Baraka Bank Egypt achieved a 
year-on-year net income growth of 18% to 
EGP266 million (US$33.87 million) in 2015. 
According to a bourse fi ling, the bank also 
increased total assets by 30% to EGP28.9 
billion (US$3.68 billion), investment 
portfolio by 29%, deposits by 35% and 
equity by 12%.

Al Safwa Islamic Financial 
Services
UAE: Al Safwa Islamic Financial Services’s 
latest fi nancial report shows that the 
company made a loss of AED2.5 million 
(US$680,505) for the year ended the 31st 
December 2015. Total assets for the period 

stood at AED106.24 million (US$28.92 
million), against AED123.82 million 
(US$33.7 million) the year before.

Bank Sohar
OMAN: Bank Sohar, the parent of Sohar 
Islamic, realized a net profi t of OMR27.75 
million (US$71.83 million) for the 2015 
fi scal year, a slight drop from OMR29.88 
million (US$77.35 million) the year before. 
According to a bourse fi ling, the bank has 
proposed a cash dividend of 9% of the 
share capital and a 6% stock dividend.

BLOM Bank
LEBANON: BLOM Bank reported a 
net profi t of US$404.66 million for the 
2015 fi nancial year, an increase from 
the US$364.77 million achieved in 2014. 
According to a statement, total assets rose to 
US$29.1 billion for the reported period from 
US$27.97 billion in the previous year.

Bank Audi
LEBANON: For the January-December 
2015 period, Bank Audi saw a 15.1% 
growth in consolidated net profi t after 
provisions and taxes to US$403 million, 
of which 44% was from entities outside 
Lebanon. According to a statement, the 
bank’s total assets reached US$42.3 billion, 
of which 49% was from entities outside 
Lebanon and 33% booked in investment 
grade countries.

Byblos Bank
LEBANON: Byblos Bank registered a net 
profi t of US$161 million for the 12-month 
period of 2015 against US$176 million 
achieved in 2014. According to a statement, 
total assets grew 4.4% to US$19.87 billion 
as at the 31st December 2015.

FGB
UAE: For the full year of 2015, FGB Group, 
which runs Islamic banking window Siraj, 
posted a 6% year-on-year growth in net 
profi t to AED6.01 billion (US$1.64 billion). 
According to a statement, total assets for 
the reported period stood at AED227.5 
billion (US$61.93 billion).

MOVES
Emirates NBD
UAE: Emirates NBD, the parent of 
Emirates Islamic, has appointed Gary 
Dugan as the chief investment offi  cer 
(CIO) for wealth management, according 
to a statement. Prior to the appointment, 

Dugan was recently the CIO at the 
National Bank of Abu Dhabi.

HLFG
MALAYSIA: Domenic Fuda has been 
appointed as the managing director 
and CEO of Hong Leong Bank (HLBB) 
to replace Tan Kong Khoon, who 

assumed the role of president and CEO 
of Hong Leong Financial Group (HLFG), 
according to a statement.

Al Rayan Bank
UK: Al Rayan Bank has appointed 
Ros King as the new head of human 
resources, according to a statement.
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MARC af irms Sukuk ratings of 
TSH Resources’s SPVs
MALAYSIA: MARC has affi  rmed 
the ‘AAAIS(fg)’ rating on TSH Sukuk 
Musyarakah’s RM100 million (US$23.36 
million) guaranteed Islamic medium-term 
note program with a stable outlook based 
on the unconditional and irrevocable 
fi nancial guarantee insurance provided by 
Danajamin Nasional (‘AAA/stable’). The 
outstanding balance under this program 
is RM50 million (US$11.68 million) as at 
the 28th December 2015, according to a 
statement.

Concurrently, the rating of ‘MARC-1IS/
AA-IS’ on TSH Sukuk Ijarah’s RM100 
million Sukuk Ijarah commercial paper 
and RM300 million (US$70.08 million) 
Sukuk Ijarah medium-term note programs 
have been affi  rmed with a stable outlook. 
The ratings aff ect the outstanding amount 
of RM270 million (US$63.07 million) as at 
the 28th December 2015 under the rated 
programs. TSH Musyarakah and TSH 
Ijarah are SPVs to facilitate funding for its 
parent, TSH Resources’s crude palm oil 
operations.

Moody’s upgrades BCA of BiSB
BAHRAIN: Moody’s announced in a 
statement that it has upgraded Bahrain 
Islamic Bank (BiSB)’s stand-alone baseline 
credit assessment (BCA) to ‘b3’ from ‘caa1’ 
refl ecting the recent improvement in the 
bank’s capitalization metrics following 
the December capital increase and new 
management. The rating agency has also 
confi rmed the bank’s ‘Ba3’ issuer rating 

and its counterparty risk assessment of 
‘Ba2(cr)/NP(cr)’ with its not-prime short-
term issuer ratings affi  rmed. The outlook 
on the long-term deposits is positive.

MARC revises outlook on 
MHB’s Sukuk
MALAYSIA: The ‘AA-IS’ rating on 
Malaysia Marine and Heavy Engineering 
Holdings (MHB)’s RM1 billion (US$235.02 
million) Sukuk Murabahah program has 
been affi  rmed by MARC with the outlook 
revised to negative from stable. According 
to a statement, the outlook revision 
refl ects MHB’s small outstanding order 
book and the increasing challenges the 
company faces over the intermediate term 
to improve its order book replenishment 
given the protracted slowdown in the oil 
and gas industry.

Indonesia’s sovereign rating 
af irmed
INDONESIA: Moody’s has affi  rmed the 
government of Indonesia’s ‘Baa3’ issuer 
rating together with its ‘Baa3’ senior 
unsecured bond ratings and the ‘(P)Baa3’ 
senior unsecured medium-term note 
program rating with a stable outlook. The 
rating agency noted in a statement that 
the key drivers of the affi  rmation are the 
government’s strong balance sheet and 
the eff ective risk management practices 
by policymakers to weather the ongoing 
volatility from external headwinds. The 
stable outlook refl ects Moody’s view that 
Indonesia’s sovereign credit profi le will 
remain resilient to current pressures from 
lower commodity prices and international 
fi nancial volatility.

Ratings of PLL and MISC 
placed on review
MALAYSIA: Moody’s announced in a 
statement that it has placed the ratings 
of PETRONAS LNG (PLL) and MISC 
on review for downgrade following the 
rating action on their parent PETRONAS. 

The review will primarily focus on the 
assessment of implications on parental 
support for the companies on the back 
of the deterioration of the credit strength 
of PETRONAS. The rating agency has 
positioned PLL’s ‘A3’ issuer rating two 
notches below its parent, refl ecting its full 
ownership by, and strong operational and 
fi nancial integration with PETRONAS. 
The ‘Baa2’ issuer rating on MISC 
incorporates a three-notch uplift from 
strong support provided by PETRONAS. 
The review will conclude following the 
completion of review on PETRONAS by 
the end of the fi rst quarter.

New Zealand’s outlook revised 
to stable
NEW ZEALAND: Fitch has affi  rmed New 
Zealand’s long-term foreign currency 
issuer default ratings (IDRs) at ‘AA’ and 
its long-term local currency IDR at ‘AA+’. 

According to a statement, the ‘AA’ and 
‘AA+’ ratings of the country’s senior 
unsecured foreign and local currency 
bonds respectively have also been 
affi  rmed together with the ‘AAA’ country 
ceiling and the ‘F1+’ short-term foreign 
currency IDR rating. The outlooks on 
New Zealand’s long-term foreign and 
local currency IDRs were revised to stable 
from positive.

S T R U C T U R I N G  I S L A M I C
T R A D E  F I N A N C E  S O L U T I O N S
15th – 17th March 2016, RIYADH

Course Highlights:
• Review the main principles of Islamic finance applied to trade transactions

• Analyze traditional collections and documentary credits in order to contrast them to Shariah principles

• Examine the documentary credit cycle and how Shariah compliant approaches may be structured applying LC Murabahah, LC Istisnah and documentary collections

• Provide clear examples of Islamic finance structures applied to pre-export finance, export finance, manufacturing and shipping guarantees

• To illustrate the Shariah principles governing guarantees, bonds, and counter guarantees

• Foreign exchange issues, risk and accounting issues will be incorporated

www.REDmoneytraining.com
enquiry@redmoneytraining.com
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Expected date Company's name Size Structure Announcement Date
First quarter of 2016 IDB TBA Sukuk 2nd February 2016

2016 Kuwait Finance House TBA Sukuk 1st February 2016

TBA Oman Telecommunications US$130 million Sukuk 28th January 2016

May-16 Government of Nigeria TBA Sukuk 28th January 2016

March-April 2016 Government of Qatar TBA Sukuk 26th January 2016

2017 Government of Kenya TBA Sukuk 26th January 2016

Second quarter of  
2016

Saudia up to SAR5 billion Sukuk 25th January 2016

TBA Boubyan Bank US$250 million Sukuk 21st January 2016

TBA Emirate of Sharjah US$500 million Sukuk 21st January 2016

TBA Cahya Mata Sarawak RM1 billion Sukuk Ijarah 19th January 2016

TBA Khazanah Nasional TBA Sukuk 15th January 2016

TBA Tenaga Nasional US$3 billion Sukuk 8th January 2016

TBA Toprak Mahsulleri Ofi si up to TRY600 million Sukuk 7th January 2016

TBA Government of Jordan JOD150 million Sukuk 7th January 2016

TBA Government of Pakistan PKR300 billion Sukuk Ijarah 10th December 2015

First quarter of 2016 Government of Egypt TBA Sukuk 7th December 2015

TBA Barwa Bank US$2 billion Sukuk 27th November 2015

TBA Sime Darby up to RM3 billion Sukuk 27th November 2015

TBA Samalaju Industrial Port up to RM950 million Sukuk Murabahah 27th November 2015

TBA Government of Kuwait TBA Sukuk 30th November 2015

TBA WAPDA PKR144 billion Sukuk 26th November 2015

TBA WAPDA PKR100 billion Sukuk 26th November 2015

TBA Government of Ivory Coast XOF150 billion Sukuk 23rd November 2015

TBA Kuveyt Turk US$400 million Sukuk 13th November 2015

TBA Widad Capital RM120 million Sukuk Murabahah 13th November 2015

TBA Hascol Petroleum PKR2 billion Sukuk 9th November 2015

TBA Emirates Airline US$500 million-US$1  
billion 

Sukuk 9th November 2015

TBA CIMB Islamic RM5 billion Sukuk 6th November 2015

2016 Government of Indonesia IDR150 trillion Sukuk 9th October 2015

TBA MMC Corporation RM1.5 billion Sukuk Murabahah 13th October 2015

TBA Country Garden Real Estate RM1.5 billion Sukuk Murabahah 6th October 2015

First quarter of 2016 National Home Mortgage Finance 
Corp 

PHP2 billion Sukuk 29th September 2015

TBA HNA Group US$150 million Sukuk 11th September 2015

TBA Saudi Electricity Company US$1.5 billion Sukuk 1st September 2015

TBA Turkiye Finans TRY1.5 billion Sukuk 1st September 2015

2016 Government of Indonesia IDR12.2 trillion Sukuk 1st September 2015

By 2017 KT Bank EUR100 million Sukuk 11th June 2015

TBA TIME dotCom UP to RM1 billion Sukuk 19th August 2015

2016 Government of South Africa TBA Sukuk 13th February 2015

TBA Government of Niger XOF150 billion Sukuk 26th February 2015

TBA Government of Tunisia US$500 million Sukuk 13th January 2015

2016 Al Baraka Bank (Egypt) US$100 million Sukuk 12th August 2015

2016 Jordan Islamic Bank US$100 million Sukuk 12th August 2015

2016 Al Baraka Bank (South Africa) US$50 million Sukuk 12th August 2015

TBA Government of UAE TBA Green energy Sukuk 12th March 2015

TBA Turkiye Finans US$400 million Sukuk 20th July 2015

TBA Eskom TBA Sukuk 25th June 2015
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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
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REDmoney Global Shariah 

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

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

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

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

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

Eurekahedge North America Islamic Fund Index

In
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Taking into account funds that have at least 12 months of returns as at the 1st February 2016
Based on 82.93% of funds which have reported December 2015 returns as at the 1st February 2016

Based on 93.55% of funds which have reported December 2015 returns as at the 1st February 2016

Top 10 Monthly Returns for Global Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Crescent Balanced Progressive Fund of Funds Oasis Crescent Management Company 2.42 South Africa

2 Oasis Crescent Balanced High Equity Fund of Funds Oasis Crescent Management Company 2.14 South Africa

3 Oasis Crescent Balanced Stable Fund of Funds Oasis Crescent Management Company 2.13 South Africa

4 Islamic Global Real Estate Securities Class A National Bank of Kuwait 1.75 Cayman Islands

5 AmOasis Global Islamic Equity AmInvestment Management 0.49 Malaysia

6 Al Rajhi Global Equity UBS 0.48 Saudi Arabia

7 Mashreq Al-Islami Income - Class B Mashreq Capital (DIFC) 0.11 UAE

8 Watani KD Money Market National Bank of Kuwait 0.05 Cayman Islands

9 Watani USD Money Market National Bank of Kuwait 0.01 Cayman Islands

10 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.00 Saudi Arabia

Eurekahedge Islamic Fund Index (0.48)

Top 10 Monthly Returns for ALL Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Sanabel HC Securities & Investment 6.40 Egypt

2 CIMB Islamic Small Cap CIMB-Principal Asset Management 6.03 Malaysia

3 Al Baraka Hermes Fund Management 4.99 Egypt

4 Faisal Islamic Bank of Egypt Mutual Hermes Fund Management 4.72 Egypt

5 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 4.71 Pakistan

6 Dana Makmur Pheim PHEIM Unit Trusts 4.36 Malaysia

7 BIMB i-Growth BIMB UNIT Trust Management (BUTM) 4.35 Malaysia

8 SI Dana Saham Syariah Batavia Prosperindo Aset Manajemen 4.22 Indonesia

9 Danareksa Indeks Syariah Danareksa Investment Management 4.07 Indonesia

10 Atlas Pension Islamic - Equity Sub Atlas Asset Management Limited 4.02 Pakistan

Eurekahedge Islamic Fund Index 0.33
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Based on 93.55% of funds which have reported December 2015 returns as at the 1st February 2016

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 Equity Index over the last 5 years Eurekahedge Islamic Fund Equity Index over the last 1 year
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Top 5 Islamic Global Equity Fund by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 WSF Global Equity - USD I Cogent Asset Management 7.31 Guernsey

2 db x-trackers DJ Islamic Market Titans 100 ETF DB Platinum Advisors 6.98 Luxembourg

3 HSBC Amanah Global Equity Index - AD HSBC Amanah Central Shariah Committ ee 6.79 Luxembourg

4 AlAhli Global Trading Equity The National Commercial Bank 5.44 Saudi Arabia

5 Oasis Crescent Global Equity Oasis Global Management Company (Ireland) 4.24 Ireland

Eurekahedge Islamic Fund Index 2.65

Top 10 Islamic Globally Investing Fund  by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 WSF Global Equity - USD I Cogent Asset Management 7.31 Guernsey

2 db x-trackers DJ Islamic Market Titans 100 ETF DB Platinum Advisors 6.98 Luxembourg

3 HSBC Amanah Global Equity Index - AD HSBC Amanah Central Shariah Committ ee 6.79 Luxembourg

4 QInvest GAM Sharia'a GAM International Management 6.42 Cayman Islands

5 AlAhli Global Trading Equity The National Commercial Bank 5.44 Saudi Arabia

6 QInvest JOHCM Sharia'a J O Hambro Capital Management 5.19 Cayman Islands

7 Altaira - Ethical Global High Dividend (I) Altaira Capital Partners 5.00 Luxembourg

8 Oasis Crescent Global Equity Oasis Global Management Company (Ireland) 4.24 Ireland

9 Crescent Balanced Progressive Fund of Funds Oasis Crescent Management Company 4.00 South Africa

10 Oasis Crescent Balanced Stable Fund of Funds Oasis Crescent Management Company 3.93 South Africa

Eurekahedge Islamic Fund Index 1.52

Based on 90.00% of funds which have reported December 2015 returns as at the 1st February 2016
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Global Sukuk Volume by Month Global Sukuk Volume by Quarter

0
250
500
750
1000
1250
1500

0
2
4
6
8

10
12

5 12111098761112109876432 54321 1

20152014

US$mUS$bn

Value (US$bn)
Avg Size (US$m)

0
100
200
300
400
500
600

0
2
4
6
8

10
12
14
16
18

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 4Q3Q2Q1Q 4Q3Q2Q1Q4Q3Q2Q
2011 2012 2013 2014 2015

US$mUS$bn Value (US$bn) Avg Size (US$m)

Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers
26th Jan 2016 EKVE Malaysia Sukuk Domestic market 

public issue
234 Maybank

22nd Jan 2016 Cagamas Malaysia Sukuk Domestic market 
public issue

111 CIMB Group

20th Jan 2016 Emirate of Sharjah UAE Sukuk Euro market 
public issue

500 Bank of Sharjah, HSBC, Barclays, Dubai 
Islamic Bank, Sharjah Islamic Bank, 
Commerzbank Group

11th Jan 2016 Oman 
Telecommunications

Oman Sukuk Euro market 
public issue

130 Standard Chartered Bank, HSBC, National 
Bank of Oman, ABC Capital

21st Dec 2015 Cagamas Malaysia Sukuk Domestic market 
public issue

101 Maybank

15th Dec 2015 Samalaju Industrial 
Port

Malaysia Sukuk Domestic market 
public issue

161 CIMB Group

14th Dec 2015 Perodua Global 
Manufacturing

Malaysia Sukuk Domestic market 
public issue

162 Maybank

3rd Dec 2015 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

459 RHB Capital, Maybank, Kenanga 
Investment Bank, CIMB Group, 
AmInvestment Bank

26th Nov 2015 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

238 RHB Capital

24th Nov 2015 Albaraka Turk 
Katilim Bankasi

Turkey Sukuk Euro market 
public issue

250 Standard Chartered Bank, Nomura, Dubai 
Islamic Bank, Emirates NBD, QInvest, 
Barwa Bank, Noor Bank

23rd Nov 2015 Jimah East Power Malaysia Sukuk Domestic market 
public issue

2,100 HSBC, Maybank, CIMB Group

13th Nov 2015 Cagamas Malaysia Sukuk Domestic market 
public issue

114 CIMB Group

12th Nov 2015 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

500 Deutsche Bank, CIMB Group

3rd Nov 2015 MMC Corporation Malaysia Sukuk Domestic market 
public issue

279 RHB Capital

2nd Nov 2015 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

727 HSBC, RHB Capital, Maybank, CIMB 
Group, AmInvestment Bank

27th Oct 2015 Majid Al Futt aim 
Properties

UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, National 
Bank of Abu Dhabi, Dubai Islamic Bank, 
Abu Dhabi Islamic Bank

26th Oct 2015 Sultanate of Oman Oman Sukuk Euro market 
public issue

649 Bank Muscat

20th Oct 2015 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

750 Standard Chartered Bank, HSBC, Citigroup, 
QInvest, Barwa Bank, Noor Bank

19th Oct 2015 Arab Petroleum 
Investments

Saudi 
Arabia

Sukuk Euro market 
public issue

500 Saudi National Commercial Bank, Standard 
Chartered Bank, Goldman Sachs, First Gulf 
Bank, Emirates NBD, Noor Bank

13th Oct 2015 Malaysia Building 
Society

Malaysia Sukuk Domestic market 
public issue

217 RHB Capital
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Top 30 Issuers of Global Sukuk 12 Months
Issuer Nationality Instrument Market US$

(mln)
Iss
(%)

Managers

1 Jimah East Power Malaysia Sukuk Domestic market 
public issue

2,100 6.5 HSBC, Maybank, CIMB Group

2 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

2,000 6.2 JPMorgan, HSBC, Dubai Islamic Bank, CIMB Group

3 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

1,670 5.2 RHB Capital, Maybank, CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank, HSBC

4 Malaysia Sovereign 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,500 4.7 Standard Chartered Bank, HSBC, CIMB Group

5 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,336 4.2 Saudi National Commercial Bank, Standard Chartered Bank, 
HSBC, National Bank of Abu Dhabi, RHB Capital, Dubai Islamic 
Bank, Gulf International Bank, Natixis, CIMB Group

6 Petronas Global 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,250 3.9 JPMorgan, Deutsche Bank, Morgan Stanley, HSBC, Maybank, 
Mitsubishi UFJ Financial Group, CIMB Group, Citigroup, 
Bank of America Merrill Lynch

7 National Shipping 
Co of Saudi Arabia

Saudi 
Arabia

Sukuk Domestic market 
public issue

1,040 3.2 JPMorgan, HSBC, Samba Capital

8 Hong Kong Sukuk 
2015

Hong 
Kong

Sukuk Euro market 
public issue

1,000 3.1 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
CIMB Group

8 Government of Ras 
Al Khaimah

UAE Sukuk Euro market 
public issue

1,000 3.1 JPMorgan, National Bank of Abu Dhabi, Citigroup, Al Hilal 
Bank

10 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

999 3.1 RHB Capital, Kenanga Investment Bank, CIMB Group, Affi  n 
Investment Bank, AmInvestment Bank, Maybank

11 Emirates Airlines UAE Sukuk Euro market 
public issue

913 2.8 Standard Chartered Bank, JPMorgan, HSBC, National Bank 
of Abu Dhabi, Dubai Islamic Bank, Abu Dhabi Islamic Bank, 
Citigroup, Emirates NBD

12 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

750 2.3 Standard Chartered Bank, HSBC, Citigroup, QInvest, Barwa 
Bank, Noor Bank

12 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

750 2.3 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Maybank, Dubai Islamic Bank

14 Sultanate of Oman Oman Sukuk Euro market 
public issue

649 2.0 Bank Muscat

15 Jana Kapital Malaysia Sukuk Domestic market 
public issue

622 1.9 RHB Capital

16 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

595 1.9 CIMB Group, AmInvestment Bank, RHB Capital

17 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

560 1.7 RHB Capital, Maybank, Kenanga Investment Bank, 
AmInvestment Bank

18 Danga Capital Malaysia Sukuk Domestic market 
public issue

547 1.7 RHB Capital, CIMB Group

19 Arab National Bank Saudi 
Arabia

Sukuk Domestic market 
public issue

533 1.7 JPMorgan, Deutsche Bank, HSBC, Arab National Bank

20 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

525 1.6 Maybank, Bank Islam Malaysia, CIMB Group

21 Sharjah Islamic 
Bank

UAE Sukuk Euro market 
public issue

500 1.6 Standard Chartered Bank, HSBC, Kuwait Finance House, Dubai 
Islamic Bank, Abu Dhabi Islamic Bank, Emirates NBD, Al Hilal 
Bank, Noor Bank

21 Noor Bank UAE Sukuk Euro market 
public issue

500 1.6 Standard Chartered Bank, Dubai Islamic Bank, South Indian Bank, 
Citigroup, Emirates NBD, Al Hilal Bank, QInvest, Barwa Bank

21 Emirate of Sharjah UAE Sukuk Euro market 
public issue

500 1.6 Bank of Sharjah, HSBC, Barclays, Dubai Islamic Bank, Sharjah 
Islamic Bank, Commerzbank Group

21 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

500 1.6 Deutsche Bank, CIMB Group

21 Arab Petroleum 
Investments

Saudi 
Arabia

Sukuk Euro market 
public issue

500 1.6 Saudi National Commercial Bank, Standard Chartered Bank, 
Goldman Sachs, First Gulf Bank, Emirates NBD, Noor Bank

26 Majid Al Futt aim 
Properties

UAE Sukuk Euro market 
public issue

499 1.6 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
Dubai Islamic Bank, Abu Dhabi Islamic Bank

27 Garuda Indonesia 
Global Sukuk

Indonesia Sukuk Euro market 
public issue

496 1.6 Standard Chartered Bank, Deutsche Bank, ANZ, National Bank 
of Abu Dhabi, First Gulf Bank, Maybank, Dubai Islamic Bank, 
Sharjah Islamic Bank, Emirates NBD, Al Hilal Bank, Warba Bank, 
Noor Bank

28 Malaysia Building 
Society

Malaysia Sukuk Domestic market 
public issue

452 1.4 RHB Capital

29 Almarai Saudi 
Arabia

Sukuk Domestic market 
public issue

427 1.3 HSBC, Samba Capital

30 SABB Saudi 
Arabia

Sukuk Domestic market 
private placement

400 1.3 HSBC

Total 32,120 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,165 43 16.1

2 HSBC 4,258 24 13.3

3 RHB Capital 3,708 32 11.5

4 Maybank 3,389 29 10.6

5 Standard Chartered Bank 1,829 18 5.7

6 AmInvestment Bank 1,757 20 5.5

7 JPMorgan 1,483 6 4.6

8 Dubai Islamic Bank 1,260 11 3.9

9 National Bank of Abu Dhabi 1,056 9 3.3

10 Citigroup 691 5 2.2

11 Bank Muscat 649 1 2.0

12 Deutsche Bank 564 4 1.8

13 Samba Capital 560 2 1.7

14 Kenanga Investment Bank 512 14 1.6

15 Natixis 447 2 1.4

16 Emirates NBD 440 7 1.4

17 Al Hilal Bank 416 4 1.3

18 Affi  n Investment Bank 358 4 1.1

19 Noor Bank 348 5 1.1

20 Abu Dhabi Islamic Bank 276 3 0.9

21 First Gulf Bank 250 3 0.8

22 Hong Leong Financial Group 248 4 0.8

23 QInvest 223 3 0.7

23 Barwa Bank 223 3 0.7

25 Saudi National Commercial Bank 194 2 0.6

26 Morgan Stanley 139 1 0.4

26 Mitsubishi UFJ Financial Group 139 1 0.4

26 Bank of America Merrill Lynch 139 1 0.4

29 Arab National Bank 133 1 0.4

30 Bank Islam Malaysia 129 2 0.4

Total 32,120 122 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Milbank Tweed Hadley & McCloy 2,704 1 32.5

1 Salans FMC SNR Denton Group 2,704 1 32.5

1 White & Case 2,704 1 32.5

4 Allen & Overy 100 1 1.2

4 Baker & McKenzie 100 1 1.2

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 Sumitomo Mitsui Financial Group 1,354 1 32.8
2 Riyad Bank 417 1 10.1
3 HSBC 388 2 9.4
4 Mitsubishi UFJ Financial Group 354 1 8.6
4 Mizuho Financial Group 354 1 8.6
6 BNP Paribas 104 1 2.5
6 Citigroup 104 1 2.5
6 Credit Agricole Corporate & 

Investment Bank
104 1 2.5

6 Norinchukin Bank 104 1 2.5
6 Sumitomo Mitsui Trust Holdings 104 1 2.5

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 First Gulf Bank 1,247 15 6.3
2 Saudi National Commercial Bank 971 6 4.9
3 Samba Capital 940 6 4.7
4 Abu Dhabi Islamic Bank 916 11 4.6
5 Banque Saudi Fransi 858 4 4.3
6 HSBC 839 9 4.2
7 Mashreqbank 774 10 3.9
8 Emirates NBD 702 10 3.5
9 Abu Dhabi Commercial Bank 636 6 3.2
10 Noor Bank 567 8 2.9
11 Alinma Bank 490 2 2.5
12 Riyad Bank 485 2 2.4
13 Dubai Islamic Bank 467 7 2.4
14 Standard Chartered Bank 453 7 2.3
15 Arab Banking Corporation 371 6 1.9
16 Maybank 370 2 1.9
17 Gulf International Bank 347 4 1.8
18 National Bank of Abu Dhabi 344 5 1.7
19 Barwa Bank 340 5 1.7
20 CIMB Group 338 1 1.7
21 Industrial & Commercial Bank of China 337 3 1.7
22 Sumitomo Mitsui Financial Group 274 3 1.4
22 SG Corporate & Investment Banking 274 3 1.4
24 China Development Bank 267 1 1.3
24 China Construction Bank 267 1 1.3
26 Kuwait Finance House 241 2 1.2
27 Qatar Islamic Bank 222 4 1.1
28 Mizuho 221 2 1.1
28 Mitsubishi UFJ Financial Group 221 2 1.1
30 Citigroup 215 4 1.1

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Mashreqbank 1,549 6 14.7

2 Abu Dhabi Islamic Bank 1,141 5 10.8

3 Noor Bank 1,013 5 9.6

4 Saudi National Commercial Bank 666 1 6.3

4 Riyad Bank 666 1 6.3

4 Alinma Bank 666 1 6.3

7 Emirates NBD 519 4 4.9

8 Dubai Islamic Bank 376 2 3.6

9 Standard Chartered Bank 354 3 3.4

10 Maybank 338 1 3.2

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 UAE 7,518 21 37.9

2 Saudi Arabia 5,245 4 26.5

3 Turkey 1,912 4 9.6

4 Pakistan 1,633 4 8.2

5 Qatar 1,200 3 6.1

6 Malaysia 847 3 4.3

7 Egypt 382 2 1.9

8 Kuwait 362 2 1.8

9 Cayman Islands 325 1 1.6

10 Jordan 275 1 1.4

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

16th Mar 2015 Rabigh Refi ning & 
Petrochemical

Saudi Arabia 2,870

24th Jun 2015 Jazan Gas Projects Saudi Arabia 1,790

18th Jun 2015 Emirates National Oil UAE 1,500

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

17th Apr 2015 Turkiye Vakifl ar Bankasi Turkey 1,021

28th Jul 2015 GEMS Education UAE 817

24th Dec 2015 Sindh Engro Coal Mining
Engro Powergen

Pakistan 800

16th Aug 2015 ACWA Power International Saudi Arabia 769

11th Dec 2015 Cititower Malaysia 751
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MARCH 2016

15th IFN CIS & Russia 
Forum Moscow, Russia

22nd IFN China Forum Beijing, China

APRIL 2016

6th – 7th IFN Asia Forum Jakarta, Indonesia

21st IFN Europe Forum Luxembourg

MAY 2016

24th
IFN Project & 
Infrastructure Finance 
Forum

Dubai, UAE

AUGUST 2016

23rd IFN Iran Forum Tehran, Iran

SEPTEMBER 2016

6th IFN Investor Forum Kuala Lumpur, Malaysia

28th IFN Turkey Forum Istanbul, Turkey

OCTOBER 2016

17th – 18th Africa Islamic Finance 
Forum Abidjan, Côte d’Ivoire

24th IFN Kuwait Forum Kuwait City, Kuwait

NOVEMBER 2016

28th IFN Saudi Arabia 
Forum Jeddah, Saudi Arabia
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21st – 23rd Structuring Sukuk & 
Islamic Capital Markets 
Products

Dubai, UAE

22nd – 24th Advanced Asset & 
Liability Management for 
Financial Institutions

Kuala Lumpur, 
Malaysia

24th – 25th Islamic Trade Financing 
Products: Key Shariah, 
Structuring & Legal 
Issues

Kuala Lumpur, 
Malaysia

MARCH 2016

6th – 7th Structuring Sukuk & 
Islamic Securitization

Muscat, Oman

15th – 17th Structuring Islamic Trade 
Finance Solutions

Riyadh, Saudi Arabia

15th – 17th Islamic Asset 
Management Products & 
Investment Strategies

Kuala Lumpur, 
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Dubai, UAE
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Regulations for Islamic 
Financial Institutions
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Orient Takaful Insurance Company 29
Otoritas Jasa Keuangan 8, 27
Permodalan Nasional 11
PETRONAS 31
PETRONAS LNG 31
Qatar Development Bank 28
Qatar Financial Center Regulatory Authority 23
Qatar International Islamic Bank 17, 30
Quantum Property 22
RAM 13
Reserve Bank of India 16
REYL Finance (MEA) 8
REYL Group 7, 8
RHB Group 12
RHB Investment Bank 26
Royal Bank of Scotland 26
RSA 29
S&P 1, 27
Said Al Shahry Law Offi  ce 18
SalamMobile 19
SAP 12
SapuraKencana Petroleum 26
SapuraKencana TMC 26
Sberbank 19
SBI Holdings 11
SECP 27, 28
Securities and Exchange Commission of Nigeria 26
Security Services Association of Malaysia 27
Sharjah Islamic Bank 30
Sidra Capital 29
Single Resolution Board 1
Standard Chartered 3, 9, 25, 26
Standard Chartered Bank Malaysia 26
Startupbootcamp 12
Sturgeon Capital 7
Sumitomo Mitsui Banking Corporation 11
Syarikat Takaful Malaysia 30
Takaful International 29
TAKAUD 29
Tehran Stock Exchange 7
Tokio Marine 11
Toyota Capital 11
TSH Resources 31
TSH Sukuk Murabahah 26
TSH Sukuk Musyarakah 31
Turquoise Partners 7, 8, 28
UN 14
Union National Bank of Egypt 29
Universiti Tun Abdul Razak 19
University College of Bahrain 28
Vodafone Qatar 24
VText Holdings 28
ZICOlaw 10
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