
Islamic retail products in the UK 
are finally taking off – but the long-
awaited results appear to be based not 
on religious principles but on real-
life performance. Islamic banks are 
delivering top of the range returns on 
savings products, beating conventional 
high street banks and building societies 
at their own game and leading to a 
surge in customer numbers – both 
Muslim and conventional. LAUREN 
MCAUGHTRY looks at the story 
behind the success. 

Islam is the second-largest religion in 
the UK, with an estimated 2.9 million 
Muslims accounting for over 4.5% of the 
population and expected to grow to 5 
million by 2021 and potentially 26 million 
by 2050. Yet so far the domestic retail 
banking sector has struggled to cater for 
this latent demand, with just a handful 
of foreign-owned Islamic banks focusing 
primarily on the investment banking and 
wholesale side of the market and experts 
citing cost competitiveness and low 
awareness as key reasons for the slow 
burn on the retail side. 

Yet recently three Islamic banks have 
been making waves on the UK retail 
scene, topping the charts for savings 
products and turning the outdated idea 
of Islamic = expensive emphatically 
upside down.   

Positive profits
Al Rayan Bank, subsidiary of Qatar’s 
Masraf Al Rayan, has been topping 
UK tables for the last four years: and 
currently offers a 1.9% for a one-year 
fixed-rate bond, 2.78% for two years, 
and 2.88% for three years, all with a 
GBP1,000 (US$1,446) minimum deposit. 
The bank is currently leader of the Daily 
Mail’s This is Money.co.uk independent 
fixed-rate accounts table in almost every 
section, while its variable cash ISA with 
a rate of 2.02% is the number one choice 
recommended by www.moneyfacts.
co.uk. 

United Bank (UBL), formed in 2001 from 
the UK subsidiary merger of Pakistani 
banks United Bank Limited and National 
Bank of Pakistan, is offering a two-year 
Shariah compliant savings bond at a 
reported 2.15%, a three-year product at 
2.5%, five-years at 3.04% and seven-years 
at 3.12% with a GBP2,000 (US$2,894) 
minimum investment. 

And Milestone Savings, a 
product range launched in 
2015 from the UK’s Gatehouse 
Bank, is offering even better 
rates – with a one-year fixed 
rate bond at 2.1%, a three-year 
bond at 2.65% and a five-year at 
3.2%, with a GBP10,000 (US$14,469) 

minimum deposit. All of the banks are 
covered by the UK’s Financial Services 
Compensation Scheme (FSCS). 

Customer growth
Mainstream retail finance and lifestyle 
sites across the UK are starting to 
recognize the performance of these 
players, and highlight their benefits to 
their readers: adding to the gathering 
momentum. BT.com highlighted all of 
the above three products on its lifestyle 
homepage last week, while the money 
page at AOL.co.uk also features a range 
of Islamic options, warning readers 
that: “The message is: if you stick with 
a high street bank or building society, 
you will lose out.” This is Money.co.uk, 
the UK’s financial website of the year 
and which sees around 3 million site 
visitors a month, in January noted the 
outperformance of both Milestone and 
Al Rayan and explained the concept of 
Shariah compliant savings to its readers. 

Although the banks all highlight that 
these rates are based on “expected 

profit” rather than guaranteed 
rates due to their Islamic 
structure, this has not stopped 
customers from flocking to their 

doors. In January Al Rayan 
Bank announced that 86% of 

11th February 2016 (Volume 13 Issue 6)

Powered by: IdealRatings®

(All Cap)

continued on page 3

training
events

COVER STORY

The World’s Leading Islamic Finance News Provider

Shariah scholars: 
A new standard 
in pricing 
disclosure...5

Egypt picks up 
pace – can it 
bounce back?...7

IFC and Bank 
Danamon unite 
to boost Islamic 
trade finance in 
Indonesia..9

GCC banks 
brace for 
profitability 
squeeze as oil 
prices continue 
steep descent..12

The silent revolution: UK Islamic retail 
banks turn the market around

850

900

950

1000

1050

TMSSFTW

896.81

2.2%

916.61

PARTNER WITH USPARTNER WITH US
Contact for more information: François-Xavier Chenhalls-Walker  Email: francois.xavier@REDmoneygroup.com

Opening doors to 
new opportunities



2© 11th February 2016

IFN RAPIDS

Disclaimer: IFN invites leading practitioners and academics to contribute short reports each week. Whilst we have used our best 
endeavors and eff orts to ensure the accuracy of the contents we do not hold out or represent that the respective opinions are 
accurate and therefore shall not be held responsible for any inaccuracies. Contents and copyright remain with REDmoney.

DEALS
Malaysian government 
announces inaugural 
issuances of MITB

Saudi Aramco in talks with 
banks on Sukuk program; 
the fi rst for the oil company

Oman Telecommunications 
Company still considering 
pricing terms of Sukuk

Export-Import Bank of 
Malaysia issues US$37.3 
million Sukuk due 2021 
under US$1 billion 
multicurrency Sukuk 
issuance program

Iran plans to issue 
additional IRR60 trillion 
(US$2.01 billion) via Islamic 
T-Bills in 2016 to spur 
domestic debt market

Dana Gas Sukuk updates 
periodic profi t payments 
for Sukuk 

Kuwait Finance House-
Turkey fl oats US$350 
million Tier 2 Sukuk to 
enhance capital

Dubai Islamic Bank 
seeking shareholders’ 
approval to issue up to 
US$750 million in Sukuk to 
boost capital

Indonesian government 
receives IDR14.82 trillion 
(US$1.08 billion) in bids 
from Sukuk auction; 
awards IDR5.25 trillion 
(US$384.3 million) 

Mohebi Logistics taps 
Sukuk market for the 
fi rst time; issues AED400 
million (US$108.88 million) 
Istisnah-Ijarah facility

Government of Pakistan 
receives PKR245.37 billion 
(US$2.34 billion) in bids 
in auction of maiden fi xed 
rental rate Sukuk auction; 
accepts PKR116.25 billion 
(US$1.1 billion)

Qatar Islamic Bank seeks to 
double the size of its Sukuk 
program to US$3 billion

Nctm Studio Legale 
engages Shariyah Review 
Bureau to introduce mini 
Sukuk in Italy

NEWS
Proposed merger of 
Malaysia Building Society 
and Bank Muamalat off  the 
table

Emaan Islamic Banking to 
expand network and exploit 
window opportunities

Economic growth in 
Philippines credit positive 
as it shows resistance 
to global shocks, says 
Moody’s

Global Halal Exchange 
signs agreements on Halal 
products and services 

Bank Tabungan Negara 
signs agreement with 
Pengurus Besar Nahdlatul 
Ulama to provide Shariah 
compliant banking facilities

Islamic banking-related 
bills in limbo as Filipino 
congress takes a break to 
make way for national 
elections campaign

Banque Centrale Populaire 
to launch new Islamic 
bank in partnership with 
Guidance Financial Group

Elixir Group of Companies 
scams over 35,000 victims 
under pretence of Islamic 
fi nance, report fi nds

Malta Stock Exchange to 
introduce Islamic equity 
index

Gatehouse Bank to launch 
new home fi nance plan

ASSET 
MANAGEMENT
Jadwa Investment 
Company obtains 
regulatory approval to off er 
new IPO fund

TA Investment 
Management declares 
income distribution for 
Islamic fund

Alkhabeer Capital 
launches Shariah compliant 
IPO fund

Employees Provident Fund 
to launch fully Shariah 
compliant fund by January 
2017

TAKAFUL
Only 17% of local savers 
have Takaful, according 
to National Bonds 
Corporation’s survey

 RATINGS
Fitch affi  rms Abu Dhabi at 
‘AA’ with a stable outlook

Standard Chartered 
Bank Malaysia’s ratings 
maintained on review for 
downgrade

Malaysia’s ratings may be 
revised downwards if its 
fi scal consolidation path is 
derailed, says RAM

RAM lifts rating watch on 
Malaysia Building Society 
and Bank Muamalat 
Malaysia; reinstates stable 
outlook

MOVES
Alkhabeer Capital 
welcomes Muhanad 
Hayder Binladen and 
Mohammed Abdulrahman 
Moumena to its board of 
directors

Kuwait Finance House 
appoints Abdul-Wahab Essa 
Al-Roshoud as group chief 
treasury

CEO of Emirates NBD 
Capital resigns

Amer Khalil Ur Rehman 
named as president and 
CEO of Bakhtar Bank

Chung Yee Wah now 
leading Eastspring Al-
Wara’ Investments as CEO
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new fi xed-term deposit (FTD) customers 
joining the bank in 2015 were non-
Muslim, along with around 47% of cash 
ISA (individual savings account) clients. 
“Over the last few years, we have seen 
signifi cant growth in our non-Muslim 
customer base,” said Tim Sinclair, 
senior head of marketing and retail 
sales for Al Rayan Bank. “This increase 
has been driven by [our] consistent, 
market-leading expected profi t rates, 
our excellent levels of customer service 
and the overall reputation that Islamic 
banking enjoys as an ethical alternative 
to conventional banking.” 

Conventional interest
In fact, across the board it appears to be 
conventional clients rather than Muslims 
who are swelling the ranks. “What we 
are seeing so far is that the vast majority 
of people saving with us appear to be 
conventional savers who are choosing 
Milestone Savings because the expected 
profi t rates are highly competitive and 
we are protected by Financial Services 
Compensation Scheme (FSCS),” 
explained Hanan Al-Najjar, the head of 
wealth management for Gatehouse Bank, 
speaking to IFN. 

Some might argue that with popularity 
based on returns rather than religious 
principles, this could make for 
fairweather friendship rather than a real 
groundswell of organic and sustainable 
growth. However, the rising reputation 
of these products across the mainstream 
population only serves to raise the profi le 
of Shariah compliant opportunities and 
surely this is a good thing, no matt er 
what principles are driving it. Non-
Muslim customers might be att racted to 
these products for material rather than 
spiritual purposes, but the end result 
is still an increase in awareness that is 
essential for the long-term growth of the 
industry. 

 “The volumes we are looking to raise 
from this product range are quite 
substantial and Muslims account for 
only 5% of the total UK population. 
So although these deposit accounts 
are operated in accordance with 
Shariah principles, our marketing 
strategy is not specifi cally 
focused on Muslim savers. 
This is evident throughout 
our branding, which could be 
described as conventional,” said 

Hanan. “We launched these savings 
products in March 2015, so less than 

a year ago, and the uptake has 
been excellent. We have been 

pleasantly surprised at the high 
level of interest from non-
Shariah savers as we were 
expecting a larger proportion 
of Muslim savers. But I think 
this just goes to show that 
Shariah-compliant savings 

products are not as complicated as 
people think.” 

Islamic advantage
And while clients may be att racted to the 
products for their high rates rather than 
their religious qualifi cations, it must be 
remembered why these rates are high. 
Islamic banks are able to generate such 
positive profi ts for their clients precisely 

The silent revolution: UK Islamic retail banks turn the market around
Continued from page 1

continued on page 4

Best UK savings rates: One-year fi xed-rate accounts

Type of account (min investment) 0% tax 20% tax 40% tax

One year

RCI bank (£1,000+) (8) 2.06 1.65 1.24

Al Rayan Bank (£1,000+) (13) 1.9 1.52 1.14

Charter Saving Bank (£500+) 1.81 1.45 1.09

Kent Reliance (£1,000+) 1.8 1.44 1.08

Post Offi  ce (£500+) 1.78 1.42 1.07

Aldermore Bank (£1,000+) 1.75 1.4 1.05

Investec Bank (£25,000+) 1.75 1.4 1.05

Close Brother (£10,000+) 1.75 1.4 1.05

United Trust Bank (£500+) (1) 1.7 1.36 1.02

State Bank of India (£10,000) 1.7 1.36 1.02

Shawbrook Bank 1.65 1.32 0.99

Coventry BS (£1+)(3) 1.6 1.28 0.96

Virgin Money (£1+) 1.6 1.28 0.96

ICICI Bank (£1,000+) 1.6 1.28 0.96

Harrod Bank (£20,000) 1.6 1.28 0.96

Leeds BS (£1+)(3) 1.55 1.24 0.93

Source: www.thisismoney.co.uk

Best UK savings rates: Two-year fi xed-rate accounts

Type of account (min investment) 0% tax 20% tax 40% tax

Two year

Al Rayan Bank (£1,000+) (13) 1.78 2.22 1.67

RCI bank (£1,000+) (8) 2.35 1.88 1.41

State Bank of India (£10,000+) 2.2 1.76 1.32

Paragon Bank (£1,000+) 2.11 1.69 1.27

Investec Bank (£25,000+) 2.05 1.64 1.26

Close Brother (£10,000+) 2.05 1.64 1.23

Kent Reliance (£1,000+) 2 1.6 1.2

United Trust Bank (£500+) 2 1.6 1.2

Hamspire Trust (£1,000+) 2 1.6 1.2

Shawbrook Bank (£1,000) 2 1.6 1.2

Charter Saving Bank (£1,000+) 2 1.6 1.2

Aldermore Bank (£1,000+) 1.95 1.56 1.17

Harrod Bank (£20,000) 1.85 1.48 1.11

Leeds BS (£1+)(6) 1.7 1.36 1.02

Source: www.thisismoney.co.uk
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The silent revolution: UK Islamic retail banks turn the market around
Continued from page 3

because they utilize the funds in Islamic 
investments that are stable, ethical 
and provide compelling returns. “The 
comparatively high expected profi t rates 
we are able to off er are derived directly 
from our Shariah compliant investment 
and fi nance activities,” agreed Hanan. 
The diff erence in performance between 
Islamic off erings and their conventional 
competitors demonstrates the strong 
performance of these underlying 
investments, even during such turbulent 
markets. For example, while Al Rayan 
Bank off ers 2.78% on its two-year fi xed-
bond, its closest competitor RCI Bank 
trails with 2.35% and most off erings 
hover around the 2% mark. 

So what impact could this growing 
popularity have on the UK domestic 
Islamic banking landscape, which has 
been slow to develop and hitherto 
focused almost exclusively on real estate 
investment? One of the biggest eff ects 
could be profi tability. All fi ve fully-
fl edged UK Islamic banks have struggled 
to turn a profi t, with the majority relying 
on fi nancial support from their GCC 
parents. Yet Al Rayan, the only retail 
Islamic bank in the UK and which has 
since inception focused on building the 
UK retail market, last year achieved a net 
profi t of GBP10 million (US$14.4 million) 
– around 3% of Masraf Al Rayan’s total 
net profi t for 2015, and a giant step 
forward from its 2014 post-tax profi t of 
GBP1.2 million (US$1.73 million), its fi rst 
ever posted profi t. 

Where next?
With new liquidity requirements from 
the UK government forcing banks to 
increase their reserves and raise deposits 
to fund their investment activities, 
we could see more retail activity from 
Islamic players in order to boost capital, 
given the limited avenues available to 

them in terms of liquidity management 
and capital raising instruments. The 
fact that UK Islamic banks such as 
Gatehouse are now taking time away 
from their investment banking and 
wholesale activities to cast an eye on 
the opportunities in the retail market 
suggests proof enough that the industry 
could fi nally be on the verge of fl ight. 
With performance looking positive, 
could the next step be to see conventional 
players such as HSBC, Standard 
Chartered, Lloyd’s and TSB (all of which 
currently off er Islamic current accounts 
in the UK but no savings products) step 
back into the market? 

Onwards and upwards
Either way, with a growing Muslim 
client base and a mainstream market 
increasingly open to the idea, there is 
plenty of room for Islamic banks to 
spread their wings.  “I think the retail 
market in the UK is well-served for basic 
Shariah compliant savings products, but 
there is defi nitely scope for a wider range 
of tax effi  cient Islamic products such as 
ISAs or children’s savings products,” 
confi rmed Hanan. “We don’t currently 
off er either of these but there is certainly 
room for expansion.” 

With their growing retail operations able 

to fund further capital expansion, 
investment activity and lending 
capabilities, it looks as if the UK Islamic 
banking landscape could fi nally be 
seeing the organic growth it needs to 
kickstart a viable domestic cycle. 

Are you receiving our daily
IFN Alerts?

The Number ONE news service with 
over 20,000 registered daily readers

No.

Best UK savings rates: Three-year fi xed-rate accounts

Type of account (min investment) 0% tax 20% tax 40% tax

Two year

Al Rayan Bank (£1,000+) (13) 2.88 2.3 1.73

RCI bank (£1,000+) 2.7 2.16 1.62

Ikano Bank (£1,000+) (8) 2.55 2.04 1.53

State Bank of India (£10,000+) 2.35 1.88 1.41

Hamspire Trust (£1,000+) 2.35 1.88 1.41

Shawbrook Bank (£5,000) 2.35 1.88 1.41

Vanquis Bank High Yield (£1,000+) 2.34 1.87 1.4

Close Brother (£10,000+) 2.3 1.84 1.38

Harrod Bank (£20,000) 2.25 1.8 1.35

Aldermore Bank (£1,000+) 2.2 1.76 1.32

United Trust Bank (£500+) 2.2 1.76 1.32

Tesco Bank (£2,000+) 2.15 1.72 1.29

Charter Saving Bank (£1,000+) 2.15 1.72 1.29

Chealsea BS (£1,000+)(4) 1.9 1.52 1.14

Barnsley BS (£1,000+)(4) 1.9 1.52 1.14

Norwich & Peterborough BS (£1,000+)(4) 1.9 1.52 1.14

Yorkshire BS (£1,000+)(4) 1.9 1.52 1.14

Source: www.thisismoney.co.uk

The message 
is: if you stick 

with a high street 
bank or building 
society, you 
will lose out
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The Shariah advisory board plays a 
pivotal role in ensuring operations 
and businesses are in compliance with 
Shariah law. However, the opacity 
surrounding the pricing of the services 
of these scholars has long been a 
controversial topic. In late 2012, Oman 
introduced a comprehensive Islamic 
Banking Regulations Framework 
(IBRF) to address the transparency 
issues surrounding the remuneration 
of Shariah scholars, thus sett ing a 
precedent in Shariah governance and 
best practices. NURUL ABD HALIM 
asks whether this pioneering measure 
by Oman could spur the creation of a 
standardized market rate for Shariah 
scholars, and entice other jurisdictions 
to emulate its openness. 

A Shariah board forms an essential 
adjunct to an Islamic fi nancial institution. 
To advise on Shariah matt ers, Shariah 
scholars must have a deep-rooted 
expertise in Islamic commercial 
jurisprudence (Fiqh Muamalat) and 
Islamic law (Usul Fiqh). While their 
contributions to the Islamic fi nancial 
industry are undoubtedly valuable, the 
high cost of obtaining these services 
remain an issue for the fl edgling 
industry, spawning serious public 
scrutiny in some jurisdictions over their 
governance. This has prompted questions 
such as whether Shariah scholars should 
be subject to mandatory disclosure of 
remuneration.

Supply vs Demand?
A compelling argument as to the high 
cost of scholars is that their remuneration 
is based on free market forces – in eff ect, 
an imbalance in supply and demand. 
“A shortage of individuals who are 
both qualifi ed as Shariah scholars, and 
have the necessary knowledge of how 
the conventional banking and fi nance 
industry operates, is particularly acute” 
opined Mansoor Malik, lawyer and 
managing partner of Omani law fi rm Al 
Busaidy Mansoor Jamal & Co, speaking 
to IFN. 

Currently demand for respected scholars 
far exceeds supply, and while there is a 
growing talent pool of younger scholars, 
the industry is still dominated by a select 
handful of veterans whose services 
extend across a vast array. Research 
by Fund@Work in 2011 claimed that 
around 400 scholars hold 1,500 board 
memberships between them, while the 

top 20 scholars maintain between 14 to 85 
board memberships each. 

The fi gures suggest the possibility that 
competition between fi nancial services 
to appoint these elite scholars could have 
the potential to infl ate the market rate for 
their services. While demand and supply 
inevitably will infl uence remuneration, 
however, the lack of any standardized 
disclosure as to scholars’ fees means that 
the actual impact of this on the industry 
remains to a large extent unknown. 
 

A call for greater 
transparency
To combat this opacity, Oman has taken 
a bold step in enforcing the publication 
of advisory fees. Looking to standardize 
reporting practices across the industry, 

the Sultanate’s IBRF (Article 2.2.1.6) 
requires that the appointment and 
remuneration of Shariah scholars must 
be disclosed in a fi nancial institution’s 
annual report. This disclosure is in line 
with its interest to protect consumers 
and maintain the industry’s reputation, 
as well as leveling the playing fi eld 
for Shariah scholars with other board 
members. “Disclosure is clearly in the 
interests of transparency and consistency 
across the sector,” concurred Mansoor, 
adding that the move has paved the way 
for the establishment of a market rate 
for the services of Shariah scholars. “The 
disclosure would create public awareness 
about how much institutions pay for a 
scholar, making the price comparative 
and enabling Islamic banks to make 
more informed choices about selecting 
scholars for their Shariah boards. It will 
also introduce greater transparency in 
remunerating the scholars,” IFN learned 
from an industry source.

Who’s next?
Three years in the running, Omani banks 
have so far been successful in reporting 
the remuneration of their Shariah board 
in the annual reports. Asked whether 
Oman’s comprehensive regulatory 
framework could spur other jurisdictions 
to follow suit, Mansoor noted that 
other countries must follow their own 
development path and legislative process 
for regulatory change. Interestingly, it 
looks as if Bahrain could be moving in 
the same direction as Oman. IFN can 
reveal that the central bank is currently in 
the process of introducing a new module 
of Shariah governance which will 
address many issues in the governance 
of Shariah board. It remains to be seen 
whether stalwarts such as Malaysia, 
Saudi Arabia and the UAE might follow 
their lead.

Shariah scholars: A new standard in pricing disclosure 

A shortage of 
individuals 

who are both 
quali ied as Shariah 
scholars, and have 
the necessary 
knowledge of how 
the conventional 
banking and inance 
industry operates, is 
particularly 
acute

Banks Shariah Board’s Remuneration and fees / memberships

Chairman Members Both

Meethaq Islamic Banking (Bank 
Muscat)

- - OMR71,000
(US$183,766) / 5

Bank Nizwa - - OMR70,717
(US$183,034) / 4

Alizz Islamic Bank - - OMR48,000
(US$124,236) / 3

Maisarah Islamic Banking (Bank 
Dhofar)

- - OMR32,300
(US$83,600) / 5

Al Hilal Bank (Ahli Bank) OMR10,265 
(US$26,568)

OMR15,476
(US$40,055) / 2

-

Sources: Selected Omani banks’ annual reports
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Shariah compliant forex (FX) trading 
may seem paradoxical, deterring many 
Muslims from dealing with such sticky 
transactions. But up and coming global 
brokerage fi rm Capital Index  intends 
to do away with such complications 
and provide an avenue for Muslims to 
trade in compliance with their religious 
beliefs. VINEETA TAN speaks to CEO 
Robert Woolfe to get an insight behind 
the fi rm’s latest strategy in tapping the 
MENA market.

“I wanted to start my own company 
because I was a litt le bit disillusioned 
with what was happening with retail 
FX,” Woolfe said. With almost three 
decades of experience in FX, Woolfe 
who was previously leading the FX 
desks at ETX Capital and IG, shared that 
the idea came about when he noticed 
a divergence in the industry beginning 
in the year 2008 when new participants 
entered the market and changed the way 
the industry acquired clients – in that 
it became a numbers game instead of 
building relationships with clients. 

“I didn’t like that because my 
background has always required us to 
have relationships with our clients and I 
thought we could build a brokerage that 
had that relationship with our clients 
and at the same time, be profi table,” he 
explained to IFN.

And the fi rst year performance of his 
new venture suggests that he could be on 
the right track.

In the span of just 18 months since it was 
established in 2014, Capital Index has 
managed to anchor itself in four diff erent 
markets: the UK, Australia, South Africa 
and Cyprus, and has opened over 
6,000 live accounts in its fi rst year of 
operations. Authorized by UK’s Financial 
Conduct Authority and Cyprus Securities 
and Exchange Commission, the global 
online brokerage now has its eyes on the 
MENA region.

“Dubai is a really important market 
for us,” said Woolfe. The emirate is the 
gateway for the fi rm to anchor itself in 

the MENA region, and launching an 
Islamic trading account is in line with 
Woolfe’s strategy to reach a broader 
base of clients. “Many of our Muslim 
clients wanted a swap-free account in 
compliance with their religious beliefs. 
So it made sense for us to enhance our 
off erings and build an Islamic account,” 
he explained.

Although there has not been a hard 
launch for CapitaI Index’s Islamic 
account, Woolfe confi rmed that the 
response has been positive – with many 
accounts opened in the fi rst 10 days 
since the rollout of the product and with 
multiple traders from across the region 
already enquiring about an account. 

“We would have been really 
disappointed if we had not gott en a good 
response as we did it on the requests of 
clients,” said Woolfe. So what’s next for 
this fast-growing brokerage? To continue 
to build its MENA presence, particularly 
in the UAE, and when business is ready 
to take off  – China next.

Company Focus: Capital Index

Sudan’s fully Shariah compliant 
fi nancial system is proving to be a 
challenge for the Sudanese government 
in forging bilateral relationships with 
foreign powers, compounding on 
the mountain of hurdles the African 
Republic faces in invigorating its 
weakening economy amid restrictive 
US sanctions, global oil price shocks 
and political instability. VINEETA TAN 
writes.

“The prohibition of interest by the 
Islamic banking system in Sudan has 
caused many obstacles in signing a 
number of bilateral agreements with 
China, Russia, Belarus, Switz erland, 
Vietnam, Azerbaijan, Korea, Iraq and 
Nigeria,” according to Dr Mudathir 
Abdul Ghani Abdul Rahman, the 
Sudanese minister of investment, as 
quoted in a recent report released by the 
Islamic Research and Training Institute 
(IRTI) and the General Council for 
Islamic Banks and Financial Institutions 
(CIBAFI). “All these agreements were 
discussed with the Higher Islamic 
Shariah Supervisory Board to be revised 
and re-drafted in a Shariah compliant 
manner and this point was tackled in 
several meetings.”

Gett ing involved in Islamic fi nance 
almost four decades ago, Sudan became 
the region’s fi rst country to operate 
its fi nancial system on a pure Shariah 
compliant basis in 2012, joining Iran 
as the very few in the world to boast a 
fully-fl edged Islamic fi nancial system. 
Yet, despite being one of the earliest 
entrants in this space, the African 
Republic is struggling to compete with 
newer players in the global landscape 
as the country is being held back by the 
eff ects of poverty and the concentration 
disparity of fi nancial services in the 
country.

IRTI and CIBAFI fi gures show that 
banking penetration in Sudan is 
disproportionate with the majority 
of fi nancial activities taking place in 
the capital of Khartoum (41%) while 
remaining relatively dismal in rural areas 
such as Darfur and Kurdufan states (6%) 
– such uneven distribution has serious 
implications to the level of awareness 
(and subsequently development) of 
Islamic banking among the public, which 
has been identifi ed as a major barrier 
to the development of the country’s 
fi nancial system. “Human development 
remains low, which in turn aff ects 
consumer knowledge about fi nancial 

services and push the country behind in 
terms of product innovation, customer 
services skills, competitiveness and 
advanced techniques in att racting new 
investors,” elaborated IRTI and CIBAFI 
in its Islamic fi nance report on Sudan.

Yes despite the major impediment, there 
are still several bright spots for North 
Africa’s most resource-rich country. 
The banking and Takaful segments as 
well as Islamic capital markets of the 
Republic have been recording healthy 
growth. For the 2009-14 period, banking 
assets registered a 16.64% compound 
growth reaching SDG92 billion (US$14.94 
billion) while insurance contributions 
amounted to SDG1.1 billion (US$178.68 
million) at the end of 2013. In terms of 
sovereign short-term Sukuk, Sudan is 
leading in the world, after heavyweight 
Malaysia. Very encouraging is also 
the relatively active microfi nance 
sector of the Republic: in 2014, Shariah 
microcredit extension commanded 
4.6% of total banking fi nancing. This 
along with the mobilization of public-
private partnerships for infrastructure 
developments, agriculture and livestock 
investments has been highlighted by IRTI 
and CIBAFI as ways to push the industry 
forward.

Micro inance and PPP to push Sudan’s Islamic inancial 
industry
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The UAE Companies Investing 
Abroad Council last week identifi ed 
Egypt as a strategic destination for 
Emirati and Arab investors. Due 
to its diversifi ed market, major 
infrastructure requirements as well 
as the government’s eff orts to remove 
obstacles to inbound investment, the 
country is this year seeing growing 
interest from multiple parties keen 
to leverage its opportunities: from 
multilateral organizations, governments 
and sovereign wealth funds to banks 
and private sector corporate investors. 
NABILAH ANNUAR explores 
prospects across the Egyptian market.

Egypt’s economy grew at 4.2% in the 
2014-15 fi scal year, up from 2.2% the 
previous year, while its budget defi cit 
dropped to 11.5% of gross domestic 
product and is expected to fall to 10.25% 
by the end of this year. The government 
is currently working to introduce reforms 
to investment regulations and remove 
obstacles to Emirati investments as it 
prioritizes the creation of a favorable 
climate for foreign investments, 
including from Arab countries. 

The UAE council’s stance was recently 
affi  rmed by the Egyptian premier, Prime 
Minister Sherif Ismail, at the World 
Government Summit. According to a 
statement on the government’s website, 
it is presently seeking to achieve real 
reforms, and is keen on launching 
social care programs for limited-income 
segments. The government’s eff orts are 
also being exerted to upgrade the sectors 
of energy, transport and railways, with 
health insurance also marked for reform. 
These transformation eff orts require 
massive investments and major fi nance 
from the public as well as the private 
sector.

Expressing its commitment to Egypt, the 
UK government has deployed a trade 
envoy to Egypt this week to strengthen 
British-Egyptian business links. The visit 
will explore three key strategic sectors: 
energy, infrastructure, and education. 
The delegation is also expected to 
explore opportunities in the Suez Canal 
Economic Zone, a mega national project 
that is anticipated to be up and running 
by 2020. The Suez committ ee is expected 
to conduct an investment campaign 
focused on Saudi, UAE, Japan, South 
Korea, UK and France; while Malaysia, 
Russia and the African Development 

Bank are all visiting Egypt this month 
to discuss investment opportunities. 
British companies invested US$5.4 
billion in Egypt in the fi scal year 2014-
15, accounting for over 40% of total 
foreign direct investment infl ows. British 
investment alone over the past fi ve years 
totals over US$25 billion.

Also indicating its confi dence towards 
Egypt, the International Finance 
Corporation (IFC) is providing a 
fi nancing package of US$144 million 
to Sonker Bunkering Company. The 
package is designed to help develop vital 
new energy infrastructure and boost 
the performance and competiveness of 
Egypt’s ports. IFC’s fi nancing, including 
a loan of up to US$70 million (US$52 
million mobilized from partners, and 
US$22 million in mezzanine fi nancing) 
will go toward the development of 
Egypt’s fi rst private Liquid Bulk Terminal 
at Sokhna Port on the Red Sea. The 

fi nancing is alongside a US$72 million 
senior loan and US$22 million mezzanine 
loan from the European Bank for 
Reconstruction and Development, and a 
US$72 million equivalent loan from the 
Commercial International Bank. Egypt 
will also sees World Bank funds arriving 
soon, and is at the same time eyeing 
more aid from Saudi Arabia.

Catching Masdar’s eye, the Abu Dhabi-
owned development company is seeking 
to invest in several MENA countries 
including Egypt as the demand for clean 
energy escalates in the region. This 
demand for energy is expected to double 
by 2030, largely for renewable sources. 
Facilitating capital market relations, 
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. The new 
link is a step towards facilitating dual 
listings by issuers in both countries. 

On the asset management side, Egypt 
is also seen as an opportune destination 
for funds. Russia, the UAE and Egypt 
recently launched a new investment 
fund with a focus on the Suez Canal 
project which should provide investors 
with appealing opportunities. As of 
last year Egypt reportedly received 
investment contracts of around US$36 
million, primarily from the UAE and 
Saudi Arabia, signaling its position 
as a preferred destination for funds. 
These encouraging developments from 
various parties, exploring a diverse 
range of opportunities in the country, 
highlight improving investor sentiment 
towards the Egyptian market. Could 
Egypt witness a meteoric rise, bouncing 
back from its crises this year? Only time 
will tell – but it is a location that canny 
Islamic investors should keep their eye 
on.

Egypt picks up pace – can it bounce back?
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The Malaysian regulator has introduced 
new rulings on several Islamic fi nancial 
contracts to enhance investor protection 
and facilitate the formulation of policies 
pertinent to the Shariah fi nancial system. 
VINEETA TAN provides an overview of 
the regulations.

The Shariah Advisory Council (SAC) of 
Bank Negara Malaysia (BNM) has released 
its offi  cial stand on the application of 
Tabarru’ in Takaful, transfer of ownership 
of Hibah assets to Hibah recipients, breach 
of condition in Wakalah Bi Al-Istithmar 
and Waad – decisions arrived at its latest 
meeting.

Deciding that the underlying concept 
for Takaful schemes is Tabarru’ and 
Taawun among Takaful participants, 
the SAC outlined the mechanism of 
the arrangement including the fact that 
fi nancial obligation of a Tabarru’ fund is 
independent from the fi nancial obligation 
of the individual Takaful participant as 
an individual participant is no longer the 
owner of the Takaful contribution and 
has no obligation in relation to it once the 
Tabarru’ is made to the fund.

“In addition, in the context of Takaful 

practice in Malaysia, [an] individual 
Takaful participant is not responsible to 
fulfi ll any fi nancial obligation of [the] 
Tabarru’ fund if the fund is incapable of 
fulfi lling its own fi nancial obligation,” said 
BNM.

In a bid to provide greater certainty to 
benefi ciaries in relation to their ownership 
of Takaful benefi ts upon the demise of 
participants, the SAC decided that the 
ownership of Hibah assets is transferred 
eff ectively once the Hibah recipient takes 
possession of the asset physically or 
constructively. Without possession (or 
Qabd), the Hibah may still be revoked by 
the donor. This, however, may not be the 
case for conditional Hibah.

“However, in conditional Hibah, the 
ownership of the Hibah asset is eff ectively 
transferred to the Hibah recipient upon 
the occurrence of agreed conditions. 
This forms the basis for the transfer of 
ownership of the Hibah asset in conditional 
Hibah. As such, in conditional Hibah, it 
is not possible for the donor to revoke the 
Hibah upon the occurrence of the agreed 
Hibah conditions even though the Hibah 

recipient has yet to take possession of the 
Hibah asset physically or constructively,” 
explained the regulator.

In the case of a breach of condition by 
the Wakil under the Wakalah Bi Al-
Istithmar contract, the SAC resolved that 
the investment capital and actual profi t 
generated up to the date of breach of 
condition be guaranteed by the Wakil. 
The Muwakkil (investor) is also entitled to 
claim the actual cost incurred due to the 
breach of condition by the Wakil.

“This ruling is aimed at ensuring the 
interest of investors is protected and for 
the contracting parties to agree on all terms 
and conditions which are clearly outlined 
at the inception of the contract to avoid 
dispute,” said BNM.

SAC also clarifi ed on the conditions under 
which a Waad is binding on the promisor, 
that is, if the Waad is att ached to any of 
the following: a particular action which is 
done by a party including the promise in 
the future, a particular time or date, or a 
particular situation which will occur in the 
future.

Malaysia’s Shariah Advisory Council issues new rulings on 
Islamic inancial contracts to boost investor protection
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The International Finance Corporation 
(IFC) has signed a US$75 million 
investment agreement with Bank 
Danamon Indonesia to develop 
the bank’s Shariah compliant trade 
fi nancing operations. The investment 
will be structured as an Islamic trade 
fi nancing instrument and matched 
by an equal contribution from the 
bank to make up a US$150 million 
Islamic trade fi nance facility. LAUREN 
MCAUGHTRY delves deeper into the 
transaction.

The IFC plans to establish a Murabahah 
trade co-fi nancing facility with Bank 
Danamon (which off ers Islamic banking 
services through its Shariah compliant 
window Bank Danamon Syariah), 
according to Dealstreet Asia. The facility 
will provide Shariah compliant trade 
fi nancing to corporate customers in 
selected agri-commodity sectors in both 
US dollars and Indonesian rupiah. The 
IFC will also support Bank Danamon 
to expand its Islamic banking business, 
with a focus on critical commodity trade 
fi nance. 

Bank Danamon has long focused on 
building its trade fi nance capabilities, 
and last year entered into a joint venture 
with the IDB through its subsidiary 
the Islamic Trade Finance Corporation 
(ITFC) to act as fi nancing agent and 
provide trade fi nance services and 
collateral management. “As a leading 
trade fi nance bank in Indonesia, we 
are delighted to work with ITFC in this 
collaboration. This is the fi rst time ITFC 

has collaborated in a Shariah joint trade 
fi nancing with an Indonesian bank,” said 
Henry Ho, president director of Bank 
Danamon. 

The partnership launched with US$200 
million in 2015 and is expected to 
provide over US$1 billion in fi nancing 
within the next fi ve years – boosting 
Bank Danamon’s Shariah trade fi nance 
activities by an estimated 20% over 
the last 12 months. Speaking on the 
deal, Bank Danamon trade product 
management head Margaret Tjahjono 
commented that: “The agreement with 
ITFC will help our total trade fi nance 
reach at least IDR12 trillion (US$883.2 
million) this year. On the other hand, the 

conventional side of our trade fi nance 
will only grow 10% without the Shariah 
contribution.”

The latest investment builds on existing 
IFC support for Indonesia, which is 
focused around developing trade 
fi nance and SME capabilities as well as 
improving infrastructure, supporting 
agriculture and manufacturing, 
expanding access to fi nance and 
mitigating climate change. In 2013 the 
IFC provided a US$75 million debt 
facility to Bank Danamon to support its 
lending activities to SMEs and develop a 
fi nancing model for small and medium 
enterprises in Indonesia’s agribusiness 
sector, which provides the biggest 
number of jobs in Indonesia, through 
the bank’s microcredit union Danamon 
Simpan Pinjam. 

Indonesia has struggled with weak 
trade performance and low commodity 
prices, making trade fi nance a focus to 
ensure continued economic stability and 
maintain competitiveness. Last week 
President Joko Widodo emphasized 
the importance of joining multilateral 
free-trade agreements: including the 
Indonesia-EU Comprehensive Economic 
Partnership Agreement (CEPA, a free 
trade agreement with Europe), the Trans 
Pacifi c Partnership (TPP, a US-led free-
trade area across 12 Asia-Pacifi c nations,), 
and the Regional Comprehensive 
Economic Partnership (RCEP, a China-
driven initiative between ASEAN and six 
other states).

IFC and Bank Danamon unite to boost Islamic trade inance in 
Indonesia 
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Malta Stock Exchange (MSE) on the 8th 
February launched a new Islamic index 
as part of its aggressive 2016 business 
development strategy. Working with 
Shariah compliant advisory fi rm Dar 
Al Sharia, the index hopes to att ract 
previously unlisted Shariah compliant 
companies and international fi rms - 
especially from China, Turkey, Italy, 
Spain, Eastern Europe and the Middle 
East. LAUREN MCAUGHTRY reports.

“Besides the equities that have been 
certifi ed to be compliant, and will 
form part of the new index, we would 
welcome new international companies 
seeking to list their Islamic compliant 
equity in Malta,” Eileen Muscat, CEO of 
MSE, confi rmed to CPI Financial. “The 
Islamic fi nance sector is an important 
area which is seen to have huge potential 
to create a specifi c niche market. While 
Islamic fi nance has been discussed for 
a number of years and a number of 
initiatives have been taken by market 
players, the Exchange has taken a very 
visible and concrete initiative by creating 
and supporting an Islamic Finance 
Equity Index, giving a clear message of 
its interest in developing this important 
market in Malta.”

The MSE index is one of the best 
performing in the world, up 0.85% year-
to-date to reach 4,468 and with a one-year 
return of 34.6%. The exchange ended 
2015 with a total market capitalization 
of EUR11.4 billion (US$12.72 billion), an 
increase of over EUR1 billion (US$1.11 
billion) on 2014. In comparison, the S&P 
GCC index fell by -29.81% over the past 
year and is already down -9.57% year-to-
date.  “The MSE’s index outperformance 
is a testimonial to the Maltese economy 
being one of Europe’s best performers, 
to improved corporate profi ts and an 
economy awash in liquidity,” said Joseph 
Portelli, chairman of the MSE.

In a global fi nancial landscape rocked 
by turbulence and with key Islamic 
economies especially in the Middle East 
and Asia struggling with low oil prices, 
squeezed margins and contracting 
liquidity, this new opportunity could 
be very att ractive. “The fi nancial 
services sector in Malta has developed 
signifi cantly in recent years and now 
enjoys a strong international presence 
through the provision of many cost 
eff ective and very professional services,” 
said Muscat. “Gauging the right time to 
launch something like this new index is 

certainly never easy and is dependent on 
many factors. Certainly this initiative is 
part of the MSE’s overall strategy to seek 
international business, which we believe 
is our next stage of development.  We 
believe that Malta’s multi-disciplinary 
fi nancial sector, its ‘can do’ and ‘open 
for business’ att itude, its close cultural 
and geographical position and EU 
membership, make it an ideal place to 
att ract this business to our shores.”
 

MSE in October 2015 announced a 
rigorous expansion plan for 2016 that 
included the formation of three new 
working groups: the Islamic Finance 
Committ ee, the Real Estate Investment 
Trust Committ ee and the China Listing 
Committ ee; and the government 
has already commissioned a formal 
report on Islamic fi nance to explore 
its opportunities. Back in 2011, Malta 
also issued a guidance note on Islamic 
investment funds, although no such 
funds have yet been listed.

Further action is now being taken to 
improve support infrastructure for 
potential listing fi rms. MSE this month 
will also launch a new SME capital 
market platform, Prospects, designed to 
give SMEs both in Malta, across the EU 
and globally the opportunity to access 
the capital market in a cost-eff ective and 
effi  cient manner.  The platform also off ers 
succession planning services, in a move 
specifi cally designed to appeal to family 
offi  ces, which could prove att ractive 
especially to MENA fi rms.

The next logical step to develop the 
Islamic capital market in Malta is of 
course a sovereign Sukuk issuance, 
and this is a move the authorities are 
already considering. “The Government 
of Malta has declared [that] it is studying 
the possibility of issuing a sovereign 
Sukuk, since this would also give a clear 
message about our plans in this regard,” 
confi rmed Muscat to CPI. “The MSE 
and other practitioners are currently 
working together to develop a business 
case in this regard, and to give advice on 
any legal and regulatory amendments 
that may be required. We would need 
to amend some parts of legislation and 
regulations, but if the new index shows 
interesting results and potential for 
new business, then this would be an 
encouraging development and would 
certainly create the momentum to take 
this next step.”

The MSE also plans to reach out directly 
to potential corporate issuers through 
a series of international roadshows that 
will take place over the course of 2016. 
“We would need to promote our services 
in this regard, and will be doing so in 
Dubai, and other places over the coming 
months, and more so if and when the 
Sukuk structure is in place.”

Top performer Malta to launch new Islamic equity index 
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As global oil prices continue their 
downward spiral, the increasing 
strength of the US dollar has created 
speculation that some GCC countries 
may not be able to hold on to their 
dollar currency pegs over the medium 
to long term. Over the past week IFN 
asked the industry for its take on 
which GCC nation could be the fi rst to 
de-peg from the greenback. NABILAH 
ANNUAR reports.

Since mid-2015, the price of oil has shed 
more than 70% of its value. The US dollar 
in contrast has strengthened 26% against 
the Euro and 44% against the Japanese 
yen over the past fi ve years. The oil 
crash has severely aff ected government 
revenues across the GCC with conjecture 
of de-pegging by countries such as Saudi 
Arabia, Oman and Bahrain. Sovereigns 
such as Oman, Qatar, Saudi Arabia, 
Bahrain and the UAE are pegged to the 
US dollar while Kuwait is pegged to a 
basket of undisclosed currencies.

The poll results this week showed a 
majority vote of 57% for Saudi Arabia 
as most likely candidate to abandon its 
currency peg – on the back of stringent 
austerity measures in its latest budget 
and low oil prices placing increasing 
pressure on its dwindling foreign 
reserves. “History tells us very clearly 
that, with the possible exception of strict 
currency boards, holding on to currency 
pegs over a longer period for the sake 
of it makes litt le sense,” said Simon 
Quijano-Evans, chief emerging markets 
strategist at Commerzbank, speaking to 
the FT last month. 

On the 11th January 2016 Fahad al-
Mubarak, the governor of the Saudi 
Arabian Monetary Agency (SAMA), 
reaffi  rmed the Kingdom’s commitment 
to maintaining the riyal’s tie to the US 
dollar. However, industry reports have 
surfaced that suggest a move could be 
afoot to devaluate the Saudi currency. 
Last week Societe Generale predicted 
a minimum 25% chance of near-term 
devaluation of the riyal, rising to 40% 
should oil prices stay at current levels 
throughout 2016. “The probability of 
the pegs failing is one of ability and 
willingness to defend the regime at 
all costs. The market is testing the 
authorities’ willingness, and rightfully 
so,” the bank said in a note reported 

by Reuters. If oil prices stay below 50% 
per barrel for the next two years, this 
probability could rise as high as 60%. 
With any break in the peg likely to 
trigger painful economic reforms and 
potential political instability however, 
such a signifi cant step by the authorities 
will not be taken lightly. 

In second place, and 29% of IFN readers 
think that Oman will instead be the fi rst 
to de-peg. Deemed by currency traders 
to be the most vulnerable currency in 
the GCC, the Omani rial has come under 
strong pressure and some analysts 
believe could be driven to break the peg 
as early as the end of this year. Goldman 
Sachs in a January research note warned 
that: “The currency pegs in Oman and 
Bahrain are not robust to severe terms-
of-trade shocks, and sustainability 
issues may become increasingly more 
pressing over the next 12-24 months if oil 
prices stay at below $60-$70 per barrel.” 
However, the central bank executive 
president Hamood Sangour al-Zadjali 
on the 2nd February told Reuters that 
Oman had no intention of altering its 
currency peg. “Nothing changed. We 
are committ ed to the peg with the USD. 
The interest rate hasn’t changed,” he 
confi rmed.

At the other end of the spectrum, 14% 
of respondents believe that the UAE 
could be the fi rst to break free from the 
buck. This is however highly unlikely 
as according to analysts, the UAE is in a 
strong position to defend its peg. Within 
the GCC, it is believed that Kuwait, Qatar 
and the UAE are in the most comfortable 
position given fi scal break-even oil prices 
of US$50-65/bbl and fi scal buff ers that 
can cover defi cits incurred under US$30/
bbl (AED110) for 15-20 years, as reported 
Gulf News quoting Jean-Michel Saliba, 
MENA Economist at Bank of America 
Merrill Lynch.

Supporting this positive notion, S&P 
in a mid-January report predicted 
GCC countries would maintain their 
exchange rate pegs over the medium-
term, as it sees GCC states as having 
suffi  cient funds available to defend their 
currencies. According to the report, 
Kuwait shows clear strength in terms 
of the availability of reserves to cover 
the monetary base and current account 
payments over the next four years. The 

UAE, Saudi Arabia, and Qatar similarly 
show signifi cant strength due to an 
assumption that their liquid assets, in 
addition to their offi  cial foreign currency 
reserves, would be brought to bear to 
defend the currency pegs. 
GCC sovereigns are said to be 
considering or already implementing 
subsidy reform or the imposition of 
indirect taxes. However it is believed 
that in the judgment of Gulf rulers, the 
infl ationary and social repercussions 
of a lower exchange rate are likely 
to outweigh the benefi t to the fi scal 
budget. Given their sizable expatriate 
populations, should the exchange rates 
lose value following a de-pegging, this 
could make GCC states less att ractive 
to foreigners. GCC pegs are to a large 
degree consistent with the reliance of 
their economies, to a varying extent, on 
US dollar-based oil revenues. Over the 
longer term, should GCC economies 
continue to diversify, the case for more 
exchange rate fl exibility is likely to 
become more convincing. 

IFN Weekly Poll: Which GCC nation (if any) will be the irst to 
de-peg from the dollar?
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Oil prices continue their painful slide to 
the bott om and the eff ects are manifold: 
world governments are turning to the 
Islamic debt capital markets to fund 
their infrastructure pipeline (See IFN 
Report Vol 12 Issue 05: ‘Sovereign 
Sukuk – plugging defi cits’) and market 
players are bracing for a higher-yield 
environment (See IFN Report Vol 12 
Issue 05: ‘The new normal – Sukuk 
pricing in a buyer’s market’). And this 
more expensive cost of funding reality, 
VINEETA TAN observes, is also hitt ing 
Islamic banks in the GCC.

With liquidity tightening on the back of 
lower government spending, analysts are 
expecting banks in the GCC including 
in Qatar, Saudi Arabia and the UAE to 
struggle in the profi tability department. 
“We think that operating conditions 
for Qatari banks will toughen this year, 
denting their profi tability,” confi rmed S&P 
credit analyst Timucin Engin. The rating 
agency also extended the same forecast for 
Saudi banks in an earlier report noting: “In 
our view, Saudi banks will have very few 
avenues to improve their profi tability over 
the next few years.”

A higher cost of funding has been 
highlighted as a major hurdle for the 
GCC banking community in addition 
to an anticipated weakening in the 
contracting sector – an area both Saudi 
and Qatari banks are highly exposed to. 
As the governments of both jurisdictions 

rein in spending to stay afl oat in a soft 
oil price ecosystem, contractors are 
susceptible to losses as projects and 
payments are delayed, raising concerns 
of higher fi nancing delinquencies in 
2016 and a subsequent deterioration of 
banking asset quality.

UAE banks are also not insulated by 
pressures on earnings. Fourth quarter 
results for UAE banks are mixed with 
the likes of Dubai Islamic Bank, Emirates 
NBD and Abu Dhabi Commercial Bank 
posting major earning growth but with 

others such as Mashreq, National Bank 
of Abu Dhabi and Union National Bank 
failing to grow profi ts.

A fl ee of public deposits, weaker credit 
growth, higher funding costs and credit 
losses – these do not bode well for banks, 
which as a result, are taking a more 
conservative approach in managing their 
funding profi les to protect their balance 
sheet. Yet, it is not all doom and gloom 
as the fundamentals of these institutions 
remain solid, aff ording them leeway in 
riding out the storm. 

“We think most [Qatari] banks 
will maintain [a] healthy operating 
performance given their good provision 
buff ers and healthy capitalization, which 
we factor into our stable outlooks on 
most Qatari banks we rate,” said S&P. 
Whereas for Saudi, credit analyst Suha 
Urgan said: “Despite the challenges 
ahead, we expect banks’ healthy capital 
positions will remain one of the core 
strengths of the Saudi banking system.” 

There are fi ve fully-fl edged Islamic banks 
in Qatar and four (with the remaining 
eight commercial banks off ering Shariah 
products on a window basis) in Saudi 
Arabia and their most recent fi nancial 
reports are painting these banks to be 
mostly resilient. Islamic banking is 
off ered by a majority of the 23 domestic 
banks and many of the 28 foreign lenders 
in the UAE.

GCC banks brace for pro itability squeeze as oil prices continue 
steep descent 

A higher cost 
of funding has 
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Maintaining its impetus, the sovereign 
Sukuk market over the past week was 
upbeat with several new developments. 
Apart from our regular issuers, the 
industry is seeing traction from Iran as 
well as Italy as these countries gear up 
to enhance their Islamic debt capital 
market. As usual, NABILAH ANNUAR 
provides a comprehensive insight of 
the updates and advancements in the 
sovereign Sukuk arena this week. 

The Iranian government last week 
announced plans to issue an additional 
IRR60 trillion (US$2.01 billion) via 
Islamic T-bills this year to spur 
investments in the domestic debt market 
and reduce reliance on loans from the 
banking sector. According to Reuters, the 
issuance of government short-term debt 
is expected to set a pricing benchmark for 
corporate bonds and support eff orts by 
the Securities and Exchange Organization 
(SEO) to expand the types of funding 
tools available to companies.

Over in Italy, the Shariyah Review 
Bureau has been appointed by Italian 
law fi rm Nctm Studio Legale to facilitate 
in the structuring and certifi cation of 
Islamic mini-bonds. Although it is not 
mentioned whether this Sukuk would be 
sovereign or corporate, it is nevertheless 
a positive step in the right direction for 
the country to begin exploring Shariah 
compliant means of funding. 

The government of Malaysia has 
announced the inaugural issuances 
of the Malaysian Islamic Treasury Bill 
(MITB) under the Murabahah contract 
which took place on the 5th February 
2016 with an issue size of RM500 million 

(US$118.63 million) each. According 
to an announcement on Bank Negara 
Malaysia’s website, the primary issuances 
were conducted via competitive auction 
(through the principal dealer network) 
whereas secondary trading of MITB was 
based on the Bai Dayn concept.

Over in Indonesia, the government has 
awarded IDR5.25 trillion (US$384.3 
million) in sovereign Sukuk securities 
bids auctioned on the 9th February, which 
received total incoming bids of IDR14.82 
trillion (US$1.08 billion), according to an 
announcement on the Ministry of Finance’s 
website. Proceeds from the Sukuk will be 
used to meet part of the fi nancing target of 
the State Budget 2016.

Up north in Pakistan, the government 
this week successfully auctioned its fi rst 
three-year fi xed rental rate government 
of Pakistan Ijarah Sukuk (FRR-GIS) on 
the 9th February with an indicative target 
of PKR100 billion (US$953.58 million). 
The government received an overall bid 
of PKR245.37 billion (US$2.34 billion) 
for the sale of FRR-GIS and accepted 
PKR116.25 billion (US$1.1 billion) at a 
cut-off  fi xed rental rate of 6.1%. Jinnah 
International Airport Karachi was the 
underlying asset in the auction for FRR-
GIS. The government is also expected to 
auction the remaining amount of around 
PKR81 billion (US$772.4 million) in the 
last quarter of the fi scal year. 

Sovereign Sukuk: The old and the new
Upcoming sovereign Sukuk
Country Amount Expected date
Iran IRR60 trillion 2016
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

What’s been going on in the world this 
week? LAUREN MCAUGHTRY brings 
you an update of the most signifi cant 
economic, regional and global events, 
issues and trends.

• Foreign funds are pulling out of 
China even as the government off ers 
increasingly generous quotas and 
incentives in an att empt to prevent 
the capital fl ight and att ract investors 
(including the Kuwait sovereign 
wealth fund and others) to increase 
allocations to the Qualifi ed Foreign 
Institutional Investor cross-border 
investment scheme. 

• Weak US dollar supports oil price 
recovery and nudges up optimism in 
industrial commodities, by making oil 
cheaper for non-US dollar purchasers. 
Brent crude is up to US$35.52 as of 
8.30 am Thursday – its highest in 
nearly a month. 

• Goldman Sachs has lengthened its 
expectations of a further rate hike, 
extending its forecast from March 
to June and noting that fi nancial 
conditions have tightened since 
the last hike. President of NYSE 
Bill Dudley also noted the tight 
conditions this week in an interview 

with MNI, and some traders now 
expect no rate movement in 2016 at 
all. 

• A global gas price war could be on 
the horizon, with fears that as a wave 
of US LNG supplies hit the market 
this year, Russia could take the same 
strategy as Saudi Arabia to compete 
on price.

• Gold price hits three-month high and 
is up over 6% year-to-date, as market 
volatility sends investors seeking safe 
havens. 

IFN Global Trendswatch
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Economic overview
Yemen’s economy hangs in a balance 
as war continues to devastate the oil-
dependent nation’s fi nancial health. 
Expecting oil production to plunge 
60-70% over the next year, the World 
Bank put GDP growth at a mere 0.3% 
in 2014 – a stark plunge from 4.8% the 
year before, as oil production take a hit 
by recurrent infrastructure sabotage 
and economic activities being disrupted 
by widespread power outages and fuel 
shortages. This is expected to improve if 
peace is restored, however such recov-
ery is undermined by constant political 
instability and violence.

Table 1: Economic indicators of Yemen
Indicator Value Year
Population 26.18 mil-

lion 
2014

GDP US$35.95 
billion

2013

GDP 
growth

4.2% 2013

Source: World Bank

Banking 
There are four fully-fl edged Islamic banks 
in Yemen: Saba Islamic Bank, Tadhamon 
International Islamic Bank, Islamic Bank 
of Yemen for Finance and Investment and 
Alkuraimi Islamic Microfi nance Bank.

Latest fi nancial disclosures show that 
Tadhamon, the country’s largest Islamic 
bank by assets, improved its balance 
sheet in 2014 despite challenging oper-
ating environment. Tadhamon att rib-
uted its growth in profi t (from a 43.8% 
slide in 2013) to prudent management: 
keeping activities of the bank within 
secure limits, lowering excess cash 
balances as well as for investment and 
fi nancing and securing the bank’s assets 
against dangers of terrorism and armed 
burglary.

At least two Yemeni conventional fi nan-
ciers off er Shariah compliant fi nancing 
products: Cooperative & Agricultural 
Credit Bank (CAC) and Yemen Kuwait 
Bank for Trade & Investment (YKB).

Table 2: Tadhamon’s 2014 fi nancial 
performance
Profi t 26 billion
Revenue 515 million
Profi t from invest-
ments

15 billion

Profi t from sav-
ings accounts

224 million

Source: Tadhamon

Table 3: Consolidated balance sheet of 
commercial and Islamic banks (YER 
billion)
Description January 

2014
January 
2015

Assets 522.28 500.93
Liabilities 41.01 51.76
Claims 1,287 1,275
Deposits 1,204 1,286
Foreign 
assets

522.3 500.9

Source: Central Bank of Yemen

According to the Central Bank of Yemen, 
the aggregate of the consolidated balance 
sheet of commercial and Islamic banks 
decreased by YER19.2 billion (US$89.17 
million) at the end of January 2015 
amounting to YER2.79 trillion (US$12.96 
billion) compared with an increase of 
YER28 billion (US$130.05 million) at the 
end of December 2014.

The aggregate of the consolidated balance 
sheet of commercial and Islamic banks 
was YER2.76 trillion US$12.82 billion at 
the end of January 2014. Total reserves 
of banks at the end of January 2015 
decreased by YER24.4 billion (US$113.13 
million) or 8.1% to reach an amount of 
YER277.8 billion (US$1.29 billion). 

Total credits and loans granted by com-
mercial and Islamic banks to the private 
sector amounted to YER531.7 billion 
(US$2.47 billion) at the end of Janu-
ary 2015 compared with an amount of 
YER523.2 billion (US$2.43 billion) at the 
end of December 2014.

In the area of Islamic debt capital, 
treasury bills and Sukuk amounted to 
YER1.29 trillion (US$5.99 billion) at the 
end of January 2015.

Takaful
Using the country’s fi rst and biggest 
Takaful window operator, United Insur-
ance Company (UIC)’s performance 
as a benchmark, the Islamic insurance 
segment in Yemen is on an optimistic 
trajectory. In 2013, UIC, which com-
mands almost half of Yemen’s insurance 
market (42.3%), distributed its high-
est level of Takaful net surplus since 
it began off ering Shariah compliant 
insurance in 2009, 17.6% as compared 
to 15.8% the year before. The company 
also raised its paid-up capital to YER1.5 
billion (US$6.98 million) from YER1 bil-
lion (US$4.65 million).

Conclusion
The country’s people and economy 
continues to bear the brunt of a violent 
war, and its Islamic banking and fi nance 
sector is not immune, translating into 
a weakening of balance sheet as cen-
tral bank data would show. The rapid 
decline in global oil prices will continue 
to be a theme, making it more diffi  cult 
than it already was for the Republic 
which is trying to push down its high 
levels of unemployment and improve 
infrastructure amid weak governance 
and political volatility.

Yemen: The struggle continues
As explored in our previous analysis on Yemen, the country’s economy continues to be heavily pressured by 
extremely diffi  cult political and security conditions – making any economic recovery highly vulnerable as 
confi rmed by the World Bank. VINEETA TAN casts an eye on the Republic’s Islamic banking and fi nance sector.

The country’s 
people and 

economy continues 
to bear the brunt of 
a violent war, and its 
Islamic banking and 
inance sector 

is not immune
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Regulatory advancements
Moody’s, according to a press release, has 
updated its methodology for the fi nancial 
statement adjustments it uses in rating 
analysis for non-fi nancial corporates 
globally. The main changes are revised 
standard adjustments for operating leases 
and refi nement of the criteria for when 
adjustments are made for securitizations 
and factoring arrangements.

Asia
Continued development in securitization 
is largely dominated by Asian entities. 
Encouraging more deals in this space, the 
region has seen a diverse range of recent 
transactions. In Malaysia, Danajamin 
Nasional last November announced 
that it is guaranteeing RM125 million 
(US$28.44 million) under a 10-year 
RM450 million (US$102.39 million) asset-
backed Sukuk Ijarah program issued by 
Purple Boulevard for the acquisition of 
Ampang Point Shopping Complex. The 
asset-backed securitization transaction, 
which is supported by rental income 
from Ampang Point Shopping Complex, 
is the fi rst for Danajamin. The 10-year 
Sukuk Ijarah program consists of RM95 
million (US$21.62 million) Class A, RM15 
million (US$3.41 million) Class B, the 
Danajamin-guaranteed Class D RM125 
million and the unrated subordinated 
Class E RM97 million (US$22.07 million) 
and was successfully issued and fully 
subscribed on the 13th November 
2015. The remaining balance of the 
subordinated Class E of RM103 million 
(US$23.44 million) will be issued at a 
later date. Two months before, RAM 
assigned a fi nal rating of ‘AA1/Stable’ 
to Malaysia Building Society (MBSB)’s 
RM900 million (US$203.88 million) 
Tranche 4 structured covered Sukuk 
Murabahah under the company’s RM3 
billion (US$679.62 million) structured 
covered Sukuk commodity Murabahah 
program. The rating is notched up 
from MBSB’s long-term ‘A2’ fi nancial 
institution rating and refl ects the quality 
of the securitized assets as well as the 
supporting securitization structure.

Moving to Indonesia, Bank Indonesia 
is exploring ways to securitize Sukuk 
against the republic’s Zakat and Waqf 

assets and to utilize subsequent proceeds 
to fi nance Islamic economic activities. 
An international core principle of Zakat 
— developed in collaboration with the 
IDB and Islamic economy experts — will 
be issued this year, with another one for 
Waqf currently in the works.

Over in the Philippines, The National 
Home Mortgage Finance Corporation 
(NHMFC) is planning to issue a PHP2 
billion (US$42.66 million) Sukuk on 
behalf of a Mindanao-based fi rm 
which is expected to materialize in 
the fi rst quarter of 2016. The state-run 
fi nancier will be hiring government 
banks, namely the Land Bank of the 
Philippines and the Development Bank 
of the Philippines, as underwriters for 
the debt issuance. The mortgage-backed 
securities will securitize Paglas Corp’s 
socialized housing project in Datu Paglas, 
Maguindanao, and Paglas’s banana 

plantations will serve as the asset to back 
up the Sukuk.

In Pakistan, the government is expected 
to issue Sukuk worth over PKR300 billion 
(US$2.84 billion) securitized against 
Jinnah International Airport in a bid to 
absorb liquidity surplus of Islamic banks. 
The Shariah Board of the State Bank of 
Pakistan has reportedly approved the 
transaction structure and three banks – 
Meezan Bank, Dubai Islamic Bank and 
Standard Chartered Bank – have been 
chosen as the joint fi nancial advisors for 
the upcoming issuance.

Americas
Toronto Financial Services Alliance and 
Luxembourg for Finance have established 
a partnership via an MoU through which 
the two entities will design a framework to 
develop their respective fi nancial services 
industries: including in the area of Islamic 
fi nance, fi nancial technology and renminbi 
trading. Luxembourg for Finance said 
in a statement that the MoU particularly 
covers a mutual exchange of research and 
information on securitization legislation, 
fi nancial services, market trends and 
products among others.

Europe
The government of Ireland early last 
year in its fi ve-year strategy document: 
‘IFS 2020 — a Strategy for Ireland’s 
International Financial Services Sector 
2015-2020’, highlighted Islamic fi nance 
as a potentially lucrative area for 
development. Other segments mentioned 
included: securitization, green fi nance, 
aircraft leasing, and fi nancial technology. 

The UK’s Gatehouse Bank also recently 
launched a new Shariah compliant 
securitization product, known as a 
commercial rental-backed security. 
Acting as sole structuring agent, 
arranger and lead manager to a Parisian 
commercial offi  ce property acquisition 
worth over EUR100 million (US$115.6 
million) in this transaction, the Islamic 
bank marketed the deal in Europe. The 
securitization comprised of two-tranche 
fi xed rate certifi cates, which will be 
backed by the direct legal ownership of 
the property.

Securitization in Islamic inance
One of the many eff ective means of raising funds is undoubtedly derived from the securitization of assets. 
Over the past few months several notable developments have transpired in the securitization arena. NABILAH 
ANNUAR provides a summary of this progress.
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advisors for the 
upcoming 
issuance



16© 11th February 2016

CASE STUDY

Syndicated Financing Facility

US$620 million

November 2015

Obligor Gulf Marine Services (GMS)
Aggregate 
principal 
amount

US$620 million

Type of facility Syndicated fi nancing 
facility

Structure Ijarah structure
Use of 
proceeds

Re-profi le existing debt

Tenor Six years
Benchmark N/A
Margin --
Profi t rate --
Repayment Sculpted amortization 

for the fi rst two years 
followed by a straight line 
amortization and a 30% 
balloon

Frequency of 
profi t payment

Quarterly

Mandated lead 
arranger(s)

Abu Dhabi Islamic Bank, 
Abu Dhabi Commercial 
Bank, National Bank of Abu 
Dhabi and HSBC

Lead 
arranger(s)

NBK, ABC Islamic Bank, 
FGB

Arranger(s) --
Global 
coordinator 
and 
documentation 
bank

Abu Dhabi Islamic Bank

Investment 
agent

Abu Dhabi Islamic Bank

Legal advisor For GMS: Gibson, Dunn & 
Crutcher
For banks: White & Case

Governing law English law

Gulf Marine Services (GMS) in 
November 2015 secured a new US$620 
million syndicated debt facility 
comprising Islamic and conventional 
fi nancings to fund continued growth. 
Speaking to Abu Dhabi Islamic 
Bank (ADIB), the mandated lead 
arranger and global coordinator and 
documentation bank of the facility, 
NURUL ABD HALIM explores the 
transaction.

The landmark transaction is GMS’s 
new debt facility, which extends 
the maturity of its debt profi le with 
improvement in the borrowing 
margins. The facility comprises a 
US$375 million term facility, a US$175 
million committ ed Capex facility and  

US$70 million for general working 
capital purposes (with a further US$300 
million uncommitt ed facility) and has a 
tenor of six years. The Ijarah structure 
was adopted for this purpose as it is 
not only the most commonly used 
structure for off shore support vessels, 
but also the best fi t for GMS’s business 
nature and asset base.

Commenting on the highlights of 
the deal, ADIB conveyed that it was 
almost twice oversubscribed with 
strong demand from local, regional 
and international banks. The deal 
is also a testament to the banking 
market’s confidence in GMS’s model 
and capital structure despite the 
current low oil price environment 
and it was concluded in less than 
90 days. Combining Islamic and 
conventional financings, the facilities 
will replace the GMS group’s existing 
funding facilities with no changes to 
the previous borrowing covenants. 
The deal is also a testament to ADIB’s 
continuous leadership in the offshore 
support services sector in the UAE. 
In 2014, ADIB arranged the same 
facilities for GMS worth US$400 
million.

ADIB noted that the challenges 
included intercreditor issues and 
security sharing between Islamic and 
conventional facilities in addition to 
coordination between the Shariah 
boards of the Islamic banks.

GMS is the provider of self-propelled, 
self-elevating support vessels in the 
UAE and is listed on the London Stock 
Exchange. The company maintains 
its vessels in Abu Dhabi and operates 
these from its offi  ces in Abu Dhabi, 
Saudi Arabia and the UK.

GMS’s syndicated inancing

The Ijarah 
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this purpose as 
it is not only the 
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best it for GMS’s 
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By Mohammed Amin , former UK Islamic 
fi nance leader, PwC

Clear thinking requires us to avoid 
confusing religious questions and 
empirical questions. Muslims answer 
religious questions by interpreting 
the Quran and Sunnah and applying 
that understanding to the question. 
Empirical questions about the real 
world can only be answered by 
observation and experiment.

“Should Muslims consume alcohol or 
pork?” is a religious question. While 
I do not give religious advice to 
others, to me it is clear that 
the Quran tells Muslims 
not to consume either. 
“Is drinking alcohol or 
eating pork harmful?” is 
an empirical question. 
While excessive alcohol 
consumption has 
always been known 
to damage the body, 
the latest medical 
research indicates that 
there is no safe level of 
alcohol consumption. 
Conversely, there is no 
evidence that eating pork 
which is properly preserved 
is harmful. I still abstain from 
eating pork, because of my 
religious beliefs, and for the 
same reason did not drink 
even before the latest scientifi c 
fi ndings.
Many Muslims advocate replacing 
fi at money with the use of gold, or 

sometimes gold and silver. However, 
most of the time such advocates fail to 
distinguish between religious arguments 
and empirical arguments for making that 
change.

Whether God prohibits Muslims from 
using anything other than gold or 
silver as money is a religious question. 
Muslims need to decide that question for 
themselves, since we are all individually 
answerable to God. In a democracy, if a 
majority of its citizens consider that fi at 
money is religiously prohibited, it is not 
unreasonable for that country to change 

its national currency to gold or silver. 
(As an advocate of economic 

freedom, I consider that such 
a country should not prohibit 
its citizens from using 
the fi at money of foreign 
countries for private sector 
transactions if they so 
wish.)

Whether an economy runs 
bett er (measured by criteria 
such as economic growth, 

rates of employment, levels 
of infl ation, etc) with the use 

of gold as money or with fi at 
money is an empirical question. 

It can only be answered by looking 
at the real world, and religion can 
off er us no guidance.

Fiat money has undoubtedly 
led to some spectacular national 

monetary catastrophes, such as 
the rampant infl ation of Weimar 

Germany or modern Zimbabwe. 

Despite that, all advanced economies use 
fi at money; not one requires its paper 
money to be backed, in full, by gold. This 
was not the case in the past, for example 
the nineteenth century.

There is a simple reason why all 
advanced economies abandoned the 
use of gold. Gold unduly constrains 
monetary policy, and its limited supply 
is inherently defl ationary. While it would 
take a textbook to prove it, the empirical 
question has a clear answer. Countries’ 
economies run worse, not bett er, if gold 
is their money.

There is a 
simple reason 

why all advanced 
economies 
abandoned the 
use of gold. Gold 
unduly constrains 
monetary policy, 
and its limited 
supply is inherently 
de lationary
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EGYPT

By Dr Walid Hegazy

In early 2016, Abdel-Raouf Kotb, the 
chairman of the Insurance Federation of 
Egypt, stated that he expected Egypt’s 
Takaful industry to grow by 20% in 
2016. This bold estimate provides us 
the opportunity to discuss Takaful in 
the context of the Egyptian insurance 
industry and conclude with an 
assessment of Kotb’s estimate.

First and foremost, this high-percentage 
growth projection needs to be 
understood in the context of insurance 
in Egypt. A common measure for the 
amount of insurance in a given country 
is its ‘insurance penetration’, measured 
as a percentage of insurance premiums 
nationwide to a country's gross domestic 
product (GDP). According to KPMG 
in 2012, in North America, insurance 
penetration is roughly 8%, as opposed 
to 3.5% in sub-Saharan Africa, and 
1.3% in the Middle East. Egypt, with 
an insurance penetration rate of 0.7%, 
lacks formal insurance, even when 

compared to the rest of the Middle East. 
In understanding how the Egyptian 
Takaful industry can grow so rapidly, 
it is necessary to acknowledge the 
underdevelopment of insurance in Egypt.

In October 2015, Moody’s, one of the 
world’s three largest credit rating 
agencies, published a report titled 
‘Insurance – Egypt: An Insurance 
Market with untapped potential’. In 
this report, Moody’s noted how top-
heavy Egypt’s insurance market is, 
with the top six fi rms responsible for 
nearly three-quarters of all premiums 
nationwide. This dominance by mostly 
state-owned fi rms has opened up room 
for bott om-up innovation in the market, 
with Moody’s calling special att ention to 
microinsurance and Takaful. This space 
for innovation further supports Takaful’s 
relative growth in Egypt.

According to KPMG, conventional 
insurance is forbidden in Islam. Given 
that Egypt’s population is over 90% 
Muslim, it makes sense that Egypt would 
have low insurance penetration. Takaful, 

which can be translated into English as 
‘solidarity’, is based on mutual support 
within a community. In the past few 
years, Takaful premiums have grown at 
over 10% annually in the GCC, so it is 
reasonable to see potential for parallel 
growth with Egypt. This growth has been 
more than just potential; according to 
its most recent published annual report, 
the Egyptian Financial Supervisory 
Authority, which regulates insurance, 
states that Takaful in Egypt grew over 
20% annually from 2009 to 2014.

When looking at the combination of low 
insurance penetration, pent-up demand 
for Shariah compliant protection and 
rapid growth in the last half decade, it 
appears that the estimate that Egypt’s 
Takaful industry will grow over 20% is a 
reasonable projection.

Dr Walid Hegazy is the managing partner of 
law fi rm Hegazy & Associates in association 
with Crowell & Moring. He can be contacted 
at whegazy@hegazylaw.com.

The growing Egyptian Takaful market

SAUDI ARABIA

By Nabil A Issa (pic) and Faris 
Al-Louzi

Pursuant to Royal Decree No. (A/24) 
dated the 30th November 2015, the 
First Circuit of the Banking Disputes 
Committ ee and the First Circuit of 
the Appeal Committ ee for Banking 
Disputes, as well as the First Circuit 
of the Committ ee for Resolution of 
Financing Violations and Disputes 
and the First Circuit of the Appeal 
Committ ee for Financing Violations and 
Disputes, have been established and the 
chairmen of each committ ee have been 
named.

The Banking Disputes Committ ee shall 
have jurisdiction over pure banking 
disputes and related ancillary disputes 
to such extent that it would not be in 
confl ict with the jurisdictions of other 
judicial authorities. The committ ee’s 
decisions may be appealed within 
30 days from the date of notifi cation 
thereof,otherwise the decisions would be 
considered fi nal. 

The Appellate Committ ee for Banking 
Disputes and Violations shall have 
jurisdiction over appeals fi led against 
decisions of the Banking Disputes 
Committ ee as well as decisions of 
the Committ ee for the Resolution of 
Violations of the Banking Control Law 
provided for in Article 25 of the Banking 
Control Law promulgated by Royal 
Decree No. M/5 dated the 12th June 1966. 
Its decisions shall be passed by majority 
vote, and they may not be appealed 
before any other body. 

The Committ ee for Resolution of 
Financing Violations and Disputes 
includes a preliminary stage and an 
appeal stage. The Preliminary Committ ee 
has the power to resolve violations and 
disputes and public and private actions 
arising from the implementation of the 
provisions of the Finance Companies 
Control Law and the provisions of 
the Financing Lease Law including 
the implementing regulations and 
instructions relating to both laws 
as well as looking into appeals fi led 
by stakeholders against the relevant 
decisions of the Saudi Arabian Monetary 

Agency. The committ ee’s decisions may 
be appealed within 30 days from the 
date of notifi cation thereof, otherwise the 
decisions would be considered fi nal.

The Appeal Committ ee shall have the 
power to resolve appeals fi led against 
the decisions of the Committ ee for 
Resolution of Financing Violations and 
Disputes. Its decisions shall be passed 
by majority vote, and they may not be 
appealed before any other body.

The aforementioned committ ees will 
begin carrying out their tasks after the 
issuance of their procedural rules. This 
is critical to the fi nancial industry in 
terms of creating a body with an appeal 
mechanism to create certainty with 
regards to fi nancial disputes in Saudi 
Arabia.

Nabil Issa is a partner and Faris Al-Louzi 
is an associate at King & Spalding, Middle 
East & Islamic Finance Practice Group, 
Dubai and Riyadh. They can be contacted at 
nissa@kslaw.com and fal-louzi@kslaw.com 
respectively.

Banking committees established in Saudi Arabia
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KENYA

By Mona Doshi

Toward the end of 2015, the Capital 
Markets Authority (CMA) granted its 
approval to Apollo Asset Management 
Company (AAMC) to operate as a 
unit trust manager following the 
fund manager’s compliance with the 
requirements under the Capital Markets 
Act.

AAMC has announced its plans to roll 
out a Shariah compliant unit trust fund 
targeting retail investors. AAMC will 
thus be joining other brokerages in Kenya 
including FCB Capital and Genghis 
Capital in off ering Shariah compliant 
unit trusts.

However, the rollout of its Shariah 
compliant unit trust fund will have 
to wait as the CMA requires AAMC 
to constitute a Shariah advisory 
committ ee to advise the trustee of the 
unit fund on compliance with Islamic 
laws and principles, prior to the CMA’s 
consideration for approval of the Shariah 
compliant fund.

For a long time, market players have 
complained of the lack of a central 
National Shariah Supervisory Council 
(NSSC). Although the government of 
Kenya has expressed its intention to 
establish a NSSC which shall advise 
on development of products that are 
Shariah compliant, not much has been 
done toward that end. Islamic fi nancial 
institutions and investment fi rms that 
off er Shariah compliant fi nancing and 
securities have had to rely on Shariah 
advisory councils constituted within the 
respective institutions. In order to create 
and maintain standards across the board, 
the government of Kenya must make it a 
priority to establish a NSSC.

Buoyed by the successful issuance of 
the US$2 million sovereign bond by 
the government of Kenya in June 2014, 
Henry Rotich, Kenya’s fi nance minister, 
recently announced that the country is 
planning an international roadshow in 
February or March 2016 for new long-
dated bonds, while also considering 
other ways of raising external budget 
support which would include issuance 
of a sovereign Sukuk. However, Rotich 
commented that it would take up to two 
years to issue the country’s debut Sukuk 
since the banking legislation together 
with the tax regime would have to be 
amended. It is hoped by then that a 
NSSC would have been constituted.

Mona Doshi is the senior partner at 
Anjarwalla & Khanna. She can be contacted 
at  mkd@africalegalnetwork.com.

Kenya cementing position as leading 
Islamic inancial hub in East Africa
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LEASING

By Youssef Aboul-Naja

For every industry, there exists a set 
of factors that infl uence the strategic 
approach of its corporates, Ijarah 
being no exception. Although these 
factors are transient, given the dynamic 
nature of markets, an underlying 
‘fi xed subset’ does exist. This subset, 
compiled from all the ‘lessons learned’ 
across the specifi c industry, must not 
be overlooked at any cost; it captures 
the immutable industry success factors. 
To that end, perhaps one of the more 
neglected factors by lessors in the Ijarah 
industry is the currency base mismatch 
between the funding and fi nancing 
sides. This needs to be baked into the 
Ijarah’s ‘fi xed subset’ of factors. 

In the ideal scenario of an Ijarah business, 
exchange rate risk would not exist, as the 
currency base would be the same for both 
the funding sources and the extended 
leases. But this scenario does not always 
materialize for varying reasons, among 
which are as follows: 

- Supplier requirements might dictate 
sett lement in foreign currency 

- Ijarah contracts in foreign currency 
denomination may be cheaper, given 
local currency fl uctuations, or the 
prevailing profi t rates

- Lessors have to satisfy their foreign 
funding counterparties, if any, 
whether they are investors or 
fi nancial institutions, and

- Government incentives to fi nance 
using local currency.

Accordingly, a currency base mismatch 
is a real [potential] risk that Ijarah 

companies face, especially in emerging 
markets. Left unchecked, lessors 
would be left at the mercy of currency 
fl uctuations. The worrying issue is that 
forex risk management is, more often 
than not, neglected by lessors, resulting 
in a ticking time bomb.

The way forward for Ijarah companies 
facing such a currency base mismatch 
is to consciously develop strategies in 
mitigating their risk. Possible solutions 
include: increasing transaction profi t 
rates to refl ect forex risk, minimizing 
the portfolio exposure to such kind 

of transactions, and, if possible, 
utilize Islamic hedging instruments 
(Tahawwut). In cases where funding 
and lending are both in foreign currency, 
the lessor must ensure that the lessee 
has access to foreign currency, either by 
having a: 

- Foreign-based revenue stream, or
- A high-enough profi t margin, in 

local currency terms, to absorb any 
currency devaluation; coupled with 
no forex restrictions from the central 
bank.

Management of Ijarah companies need 
to also be more aware of forex risk, and 
to take proactive mitigating measures. 
More forex-specifi c variables need to be 
incorporated at the transaction analysis 
level, providing a more complete picture 
with respect to transaction viability and 
the lessee’s repayment ability.

In summary, some companies may 
have the luxury of dealing with only 
local currency, funding and lending, 
but this is not always the case. Shying 
away from transactions with a currency 
base mismatch may be a risk in its own 
accord, and as such, Ijarah companies 
need to extend their analysis to 
comprehend and mitigate for foreign 
exchange-related risks. As Benjamin 
Franklin once said: “Drive thy business 
or it will drive thee.”

Any public opinion or media appearance is 
the author's independent personal opinion 
and should not be construed to represent any 
institution with whom the author is affi  liated. 

Youssef Aboul-Naja is an Ijarah specialist at 
a supranational banking institution. He can 
be contacted at yaboulnaja@gmail.com.

Foreign exchange risk in Ijarah: A lessor's perspective
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REAL ESTATE

By Philip Churchill

What a start to the year, and not the 
one that many of us had hoped for or 
predicted.

The geopolitical situation in the Middle 
East remains very troubling, with Islamic 
investors keener than ever to invest 
overseas. While the UK press is keen 
to highlight instances of Middle East 
sovereign wealth funds realizing profi ts 
on overseas real estate investments and 
repatriating such monies home, those 
without a government spending plan to 
meet are wanting to diversify out of the 
region.

Recently returning from a trip to 
Malaysia, the mood there is thankfully 
calmer and more focused on the 
ringgit, which with litt le fanfare has 
been gradually appreciated against the 
pound sterling. While far from the RM5 
(US$1.19) per pound (US$1.45) of 2012, 

it is at least back under six, the fi rst 
time since the summer last year. Could 
such relative stability encourage Islamic 
monies to start fl owing west again?

Meanwhile, the benchmark interest 
rate swaps on which profi t rates are 
based have been falling rapidly. Having 
peaked at the end of 2015 in the US, 
with the market anticipating further 
increases, and in mid-January in the UK, 
such rates are now substantially down. 
While the banks may increase pricing 
slightly to accommodate their fears of the 
world economy, total costs must almost 
certainly be down.

And these global economic challenges 
are the ones that are leading many 
investors to rethink their previous 
move up the risk curve. As I have been 
saying for a while, the world is slowing 
down. Governments are more fearful 
of defl ation than infl ation and some 
commentary has even suggested that the 
US may be forced to backtrack on their 
recent interest rate increase. Att ractive 
current returns are available to investors 
on long leased properties let to strong 
covenants and it would seem that Islamic 
investors are adopting the classic British 
phrase of “Keep Calm and Carry On”.

Our own 90 North has already closed 
two property investments with Saudi 
and Kuwaiti equity partners this year in 
the UK. Meanwhile, Investcorp recently 
announced a number of offi  ce and 
industrial investments in the US.

Revisiting my statement at the end of 
2015 that I was optimistic for 2016, I 
remain so, but would encourage Islamic 
investors to treat opportunities based 
on signifi cant value added with some 
caution. The primary focus for most 
would be protection and the relative 
enhancement of wealth.

Philip Churchill is the founder and 
managing partner at 90 North Real 
Estate Partners. He can be contacted at 
pchurchill@90northgroup.com.
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IPOs

By Hussain Kureshi

As a commercial organization grows, 
new stakeholders come on board with 
economic capital and intellectual 
capital. The founding members 
compromise on control to raise money 
to expand. At the fi nal stage of this 
genesis, a company discloses its inner 
workings, fi nancial statements, results 
and future plans to the general public 
and issues shares in the concern to 
raise money. Each investor buys into 
the company by buying a share in it at 
an issue price. The issue price set by 
a company refl ects the present value 
of future earnings of the company as 
each share entitles a shareholder to a 
percentage of future earnings in the 
shape of dividends. All of these happen 
in the primary market, where one can 
assume investors or buyers are in it for 
the long haul. 

Immediately the secondary market of 
investors, speculators, short-term players 
come in, who purchase these shares from 
primary buyers, not necessarily with the 
intent to hold a long-term position in the 
company but rather in the hope of selling 
the same shares to another investor for 
a profi t. Investors now benefi t from two 
cash streams: the expected dividends to 
be paid out by the issuing company, and 
the capital gains which can be earned 
by selling the shares for a profi t. The 
fi rst source of revenue is based upon 
the actual performance of a company, 
its ability to sell its product for a profi t, 
whereas the second source is based upon 
an entirely diff erent dynamic. Investors 
in the secondary market buy and sell 
shares not always as ‘end-users’ of the 
product, but as speculators, and can 
drive the value of a share up or down 
based upon their expectations of the 
company’s performance or some other 
motives.

For instance, some of the largest IPOs 

in the history of stock markets have 
actually occurred in the dot-com industry 
and in the past two years, for example, 
Facebook (FB), Twitt er, Alibaba, to 
name a handful. Interestingly enough, 
the fi rst two services are actually free, 
there is no subscription for being a 
Facebook member or a Twitt er member. 
The core product is free, but att racts a 
large volume of users and thus become 
a viable digital space for advertisers. To 
me, the pricing of these IPOs was a rather 
opaque process, with backdoor news 
that in the FB issue, much like the Steve 
Madden issue, the original owner of the 
company began to sell his shares and get 
his money out of the company. 

The IPO allowed the original owner to 
raise money and to treble the original 
value of his/her holdings. In the case 
of a start-up, often the founder has a 
good idea but lacks capital. Venture 
capitalists invest cash in the business 
to give it scale and keep the founder 
as the face of the company and the 
CEO. So the founder may have just 

US$5,000 invested in a company, but a 
venture capitalist may invest say US$50 
million to get things going, and hires 
the founder as the CEO. The company 
structure is likely to be a private 
limited company and thus the founder 
is allocated, say, 50% of the shares for 
his/her idea and the venture capitalist 
the remaining 50% for their cash. These 
shares are not traded anywhere, and 
each share can be sold privately to 
another party in a bespoke contract. 
These shares are illiquid and opaque 
in value. Companies at these stages 
typically make a loss as money is being 
spent on not just making the product, 
but gett ing it to market and making it a 
mainstream buy or a niche market buy. 
This process is all the more expensive 
for products that require brick and 
mortar distribution, or a factory to 
manufacture. Services are easier to get 
into the market than goods, like AirBnB 
is easier to fl oat than building hotels for 
instance. 

When the shares are fl oated on the 
exchange, interestingly enough, it is the 
secondary market that sets the price of 
the share. Remember, participants in the 
secondary market are not necessarily 
interested investors (otherwise they 
would have bought in the primary 
market) as some are investors who did 
not secure any purchase in heavy IPO 
buying, or they are just interested in 
buying and selling a liquid asset at a 
profi t. 

If secondary market investors/
speculators ‘like’ an IPO, they can 
take up the price of a US$10 share to 
sit at US$15 simply by booking lots 
of buy orders, only to sell even at the 
end of the same day for a tidy profi t. 
If investors/speculators do not like the 
share, short sellers can dominate and 
the price may fall from US$10 to say 
US$7. This has been happening a lot 
as of late with some important IPOs in 
Malaysia suff ering this fate in 2014 and 
2015. Speculators then can mop up the 

IPOs: A way to raise money and a way to take 
money out of a company
Taking a company public was one of those ingenious methods devised to raise capital. Everyone knows that the 
growth trajectory of a company, which may start out as a sole proprietorship, may evolve into a partnership, shed 
its skin and then become a private limited fi rm introducing the element of limited liability. HUSSAIN KURESHI 
writes.
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shares at a price even cheaper than the 
IPO price to only later sell it at a profi t. 

The compensation mechanism for this 
process is also interesting. It is typically 
investment banks that help companies 
list their shares. Their compensation 
is a percentage of the issue value, thus 
the bigger the issue, the bigger the 
fees. Secondly, the original owners 
of the company, the founder and the 
venture capitalist, now have their 
values in the company determined by 
a rather large body of investors. So, if a 
venture capitalist had US$50 million in 
a company refl ected by say fi ve million 
shares in the company, this means each 
share of the venture capitalist is valued at 
US$10 a share. If the IPO price is US$10, 
capital is injected into the company, but 
the venture capitalist does not recover 
his investment. If the price of the share 
upon listing goes up to US$15, the 
venture capitalist can sell fi ve million 
of their stake in the company for US$75 
million and make a handsome profi t. Of 
course, if the original investors in the 
company exit their stake, this is not a 
good sign for new investors as it shows 
a lack of confi dence in the prospects of 
the company. However, in just such a 
manner, the original investors can make 
a tidy profi t without waiting to see how 
the company performs in the long run, 
and move on to investing in the next big 
idea, or the next saleable idea. 

An IPO is not based upon past 
performance of the company. Audited 
fi nancial statements conducted by big 
audit fi rms only confi rm what happened 
in the past with a certain business 
model But a genuine shareholder (one 
interested in the fate of the company) is 
interested in forward-looking statements, 
of what will happen in the future. Who 
prepares these statements? The issuer 
themselves, and remember these are 
opinions and cannot be ‘verifi ed’. If a car 
rental company based in three cities feels 
that after raising capital they can operate 
just as profi tably in 100 cities using the 
same model, this is an opinion, a belief, 
which cannot be verifi ed or disproved 
until it actually happens. So if one buys 
into the shares of such a company and it 
becomes the next Avis, well we all make 
money, if it does not, we all lose money. 

If has 1.3 billion current users, and got to 
this scale with private investments, from 

possibly Yahoo, Google or even Apple 
(remember many people purchase the 
hardware just to use a specifi c software, 
or people use an operating system 
or search engine to get to a specifi c 
application), then Mark Zuckerberg has 
to convince investors what he plans to do 
with their money to make them money. 
Expand in China, charge a subscription 
for users, or maybe what really happened 
was that Apple, Google, Yahoo and the 
original investors simply cashed out their 
holdings in FB and sold their shares to 
mutual funds, sovereign wealth funds, 
retail buyers, etc? It is hard to tell and 
maybe the most important document in 
an annual report is actually the statement 
of changes in equity, which hardly gets 
any att ention in popular media. 

If original investors (and it might not 
always be clear who they are) cash 
out after an IPO, well then I think it is 
possible one has been taken for a ride, 
or at best, the issuing company will 
continue to rake in profi ts based upon 
past performance, and the dividend 
cheques would have simply changed 
hands. 

Investment banks, acting as underwriters 
and book runners, benefi t from 
exaggerated valuations, providing 
their endorsements of forward-looking 
statements provided by issuers as they 
stand to lose nothing if the company goes 
south. Nor are they interested in how 
the stock performs six months down the 
road and with a cleverly drafted set of 
disclaimers, along with rating agencies, 
take litt le or no responsibilities for their 
forward-looking statements. 

If you have a lemon in your hand, much 
like a used car, you try to sell it. If you 
as an investor do not want to wait to 
earn US$1 in one year, well then you are 
heavily engaged in day trading. Make 
that buck by trading every day. 

More than one billion shares are traded 
every day on the NYSE with a daily 
volume of almost US$50 billion. You 
see, I am a very backward individual. 
I come from a very simple village in a 
third world country, unaccustomed to 
the glamour of the real world. For us, 
owning an asset was a matt er of pride; 
we as a family hated even selling our 
old cars, as everything we owned had 
an emotional value to it. Investing in 
a commercial enterprise meant taking 
ownership risk, not just gett ing in and 
out when it suited you and leaving 
others hanging when they most needed 
you (as in the case of Lehman Brothers). 

A scholarship to study in the US opened 
my eyes to the big world out there, and 
ever since then I have been amazed 
at the world of stock trading, trading 
algorithms, and capital markets. Over 
the years, and never having been on 
a trading fl oor, managing sample 
portfolios off ered by companies like 
Yahoo Finance, I have come to the 
conclusion that markets do not make 
sense anymore, valuations do not 
make sense anymore, and developing 
mathematical models to predict values 
and price-earnings ratios in double-digit 
fi gures all make no sense. It does if your 
bonus structure depends on making a 
quick buck I guess, so you make 100 
trades a day and if you get 50% of them 
right, you’ve earned your bread for the 
day. 

But then what do I know, I’m just a sheep 
herder. On a closing note, Saudi Aramco 
is poised for an IPO of record-breaking 
proportions, at a time when its core 
product, oil, is constantly dropping in 
price. The stink of it is that the original 
owners of the company are looking not 
to raise money, but to sell their stakes in 
the company and cash out. 

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

By Shabbir H Kazmi

The State Bank of Pakistan (SBP) has 
announced the dates for the sale of the 
government of Pakistan (GoP) Sukuk 
Ijarah (from February to April 2016) and 
the targeted auction amounts as shown 
in Table 1 and Table 2. 

The director of the Domestic Markets and 
Monetary Management Department, 
State Bank of Pakistan, Karachi invites 
bids in sealed envelopes, separately for 
each auction date, from all Islamic banks 
and Islamic banking branches, in 
accordance with the provisions of 
SBP-DMMD Circular No. 21 dated the 9th 
December 2015. Bids can be rejected 
without assigning any reason.

Shabbir H Kazmi is an economic and 
geopolitical analyst from Pakistan. He can be 
contacted at shkazmipk@gmail.com.

www.REDmoneytraining.com
dubaicourse@redmoneygroup.com
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Table 1: GoP Sukuk Ijarah auction calendar (February-April 2016) (in PKR millions)

Auction 
date

Subscription 
undertaking

Sett lement 
date

Maturing amount1 

(principal+coupon)
Additional 

requirement
Targets 

(Rounded off )

8th 
February 
2016

9th February 
2016

- 100,000 100,000

March 
2016

- - 44,338 (44,338) -

April 
2016

- - - 100,000 100,000

44,388 155,662 200,000
1: Maturity amount include principal+coupon during that month
Source: State Bank of Pakistan

Table 2: Time of tenders and result

1. Receipt of tenders Up to 1115 hours on the date of auction

2. Opening of tenders From 1130 hours on the date of auction 

3. Communication of result On the date of auction

Source: State Bank of Pakistan

State Bank of Pakistan announces Sukuk auction 
schedule
SHABBIR H KAZMI provides a brief update of the Sukuk auction schedule of the government of Pakistan (GoP) 
Sukuk Ijarah.
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TRUST ADMINISTRATION

By Shoeb M Sharieff  

Overview 
Let’s get started with a quick overview 
of the shape of TRID and how it 
appears to be aff ecting the mortgage 
industry in the US. The respected 
publication Mortgage News Daily 
has made a case that there are a few 
concerns about the kinds of errors that 
keep showing up and their eff ect on the 
speed with which mortgage deals are 
being closed. 

More specifi cally, there are some real 
concerns about the entire mortgage 
industry in general and the Islamic 
mortgage industry specifi cally becoming 
so top heavy that in fact it could be 
approaching a tipping point where there 
are more folks involved scrutinizing 
and administering the paperwork than 
actually signing off  on the loans. 

That aside, the list of concerns and 
errors being made is large enough to 
merit going through. Let’s start with the 
concerns of industry expert Joe Garrett  
who was recently quoted as saying that 
the entire process might be top heavy 
right from the start – he questions 
whether borrowers actually need the 
three days allott ed to them to look over 
all the documentation and whether 
this is really more of a band-aid over a 
non-existent wound. Keep in mind this 
allott ed time is good so you can go over 
the details of your Islamic fi nance loan 
with your trust.

TRID and TIL 
That’s one I wanted to get out of the 
way fi rst, because I happen to agree 
with the extended time frame borrowers 
are allowed. By not just reading over 
everything, but asking questions and 

taking the time to understand the entire 
process, it’s reasonable to assume these 
borrowers will become bett er educated 
and fewer issues will slip through the 
cracks. We need to keep in mind that 
any violations and errors are being 
hotly debated because in practice, any 
violations of TRID also run afoul of 
TILA, which carries the possibility of 
heavy fi nes.

Of course, the off shoots from these 
general issues are more specifi c 
complaints. In fact, some of the bigger 
American players in the fi eld have 
released cheat sheets specifi cally 
designed to deal with some of the issues 
that keep cropping up. Chase has even 
posted a TRID FAQ sheet to help those 
fi nding hurdles with TRID to get over 
them and Wells Fargo has mentioned 
specifi c defective trends in a memo to 
their clients. 

Maybe one of the bigger issues that has 
surfaced are the errors that have been 
found around the common closing 
disclosures (CDs) which are to be 
included in each and every package as 
a way for borrowers to have all the facts 
at their fi ngertips. Make sure to ask your 
trust about going over this together so 
you can get an understanding of how 
you’ll be avoiding Riba. If you have even 
a passing familiarity with TRID, you’ll 
know that all copies of these CDs need 
to be included in the loan package and 
it’s often been the case they are missing 
completely. 

Inaccurate information on CD 
There’s a scenario that’s even worse and 
that’s the instances where these CDs 
have been passed between sett lement 
agents and lenders with the borrowers 
being kept in the dark completely. It’s 
important to remember the creditor is 
responsible for all the information here 

and when there’s missing or inaccurate 
information on the CD, it can result in 
the entire deal falling through. Once 
again, you won’t be dealing with Riba 
with Islamic fi nance, but understanding 
the process through these CDs helps 
to ensure you’re staying Shariah 
compliant. 

Perhaps one of the more disturbing 
aspects is the fact that Wells Fargo has 
actually noted many diff erent incidents 
where the borrower’s closing costs are 
out of sync and do not even match. The 
numbers on page two and three must 
match up on the signed CD that was 
presented at closing. 

Here’s a few more areas where there’s 
room for improvement. One of the 
more essential pieces of information, 
‘The Application Date Field’, is being 
left blank and fi nally, there have 
even been instances where the loan 
estimate is not being disclosed within 
the mandatory three days of the 
application date. 

One of the biggest consequences of this 
three-day period is when there are 
multiple closings dependent on one 
closing. So a seller is waiting on the sale 
of his/her home before he/she can 
purchase a new home, and that seller 
may also be dependent on selling the 
home before purchasing a new home 
themselves. Many times the closings 
are scheduled within a day of each 
other. If the fi rst closing is delayed a 
few days due to the three-day rule, it 
aff ects all the other closings that 
depend on the fi rst closing, even if the 
deal is Shariah compliant. 

Shoeb M Sharieff  is the president of 
IjaraCDC. He can be contacted at shoeb@
ijaracdc.com.

Some TRID changes we need to see in the new 
year
Now that TRID is in full swing and the implementation phase is over, everyone it seems is gett ing used to the Truth 
in Lending Act (TILA)/Real Estate Sett lement Procedures Act Integrated Disclosure (TRID) rules, or you might 
think they should be. The truth, or so it would seem from the information gathered, is lenders and investors both 
are gett ing bogged down with certain aspects and even making mistakes on the forms and with implementation 
in general. Of course, it is important to remember that although Islamic fi nance is separate from more traditional 
western style mortgages, there are some parallels that require a need to follow these TRID rules closely. SHOEB M 
SHARIEFF opines that these adjustments will help you and your trust to ensure all the administrative work is fair 
and transparent regardless of the type of loan you are taking out. 
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BRUNEI

By Muhammad Ridzuan Abdul Aziz 

Directives and regulations
Brunei’s regulatory framework also 
provides an environment for the growth 
of the Islamic fi nance industry. Various 
directives and guidelines were issued to 
govern the activities of Islamic fi nancial 
institutions in the country, including the 
Islamic Banking Order 2008, the Takaful 
Order 2008 and the Securities Market 
Order 2013, among other directives and 
guidelines. The establishment of the 
Shariah Financial Supervisory Board is to 
control the administration and business 
dealings of Islamic fi nancial institutions. 

Amendment No. 1 to the Regulatory 
Notices of AMBD Order 2010 (AMBDO) 
has improved the total debt service ratio 
as rental income as well as business 
income of the sole proprietors are now 
recognized as the gross monthly income 
of the customer. This has improved the 
customer’s ability to obtain fi nancing 

from a bank and ultimately will increase 
the fi nancing portfolio of the bank. Such 
an amendment will not only ensure 
the sound practice of Islamic fi nancial 
institutions in managing their credit risk, 
but would also enable the institutions 
to adequately and appropriately 
consider the customer’s income level 
and outstanding fi nancial obligations in 
determining his payment capability. 

Capital market activities
The Bruneian government has 
consistently issued Sukuk with the 
latest being its 125th issuance of short-
term Sukuk Ijarah securities on the 10th 
December 2015. Such issuances have 
contributed to the total outstanding 
amount of BN$525 million (US$363.19 
million) of the government’s Sukuk as of 
the 10th December 2015. This indicated 
strong government support for the 
growth in fundraising through the 
Islamic capital market. Issuance of Sukuk 
will enable the mobilization of funds to 
more productive activities, thus boosting 
the economy of the people and the whole 
country. 

Islamic inancial planning
An area that should be given more 
focus by the country is Islamic fi nancial 
planning. With a huge population of 

Muslims in the country, there is a large 
client-base that can be looked into. 
Holistic Islamic fi nancial planning 
services can be given by licensed Islamic 
fi nancial planning companies. This 
will not only benefi t customers but 
also the whole country as individuals 
and businesses with proper fi nancial 
management would be able to function 
well in an economy.

The decline in the price of oil which has 
aff ected the income of the country has 
shown that the country should not 
depend solely on oil as its major source 
of income. The country should diversify 
its revenue-generating activities. It 
should further strengthen its presence in 
the Islamic fi nance sector by increasing 
the number of players in the country, 
having more instruments that comply 
with Shariah to be traded in the country, 
as well as by further improving the 
infrastructure and regulatory framework. 
This will provide a conducive 
environment for Islamic fi nance 
operations and enable the country to 
become an Islamic fi nancial center in the 
Southeast Asia region. 

Muhammad Ridzuan Abdul Aziz is a 
lecturer in the Islamic fi nance section of 
UniKL Business School. He can be contacted 
at mdridzuan@unikl.edu.my. 

Brunei amends regulations to encourage Islamic 
lending
The growth of Islamic fi nance in Brunei is fully supported by the country’s central bank, Autoriti Monetari Brunei 
Darussalam (AMBD) and its fi rst and only Islamic bank, Bank Islam Brunei Darussalam. The country’s focus is 
not only on banking activities, but also on other related sectors and industries. The country has all the important 
components of Islamic fi nance in place including Islamic banking, Islamic insurance (Takaful) and Islamic 
capital market, showing the country’s vision and commitment not only in providing a full spectrum of Islamic 
fi nancial services, but also the required platform for the operations of fi nancial activities in compliance to Shariah. 
MUHAMMAD RIDZUAN ABDUL AZIZ explores.
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whole country



27© 11th February 2016

NEWS

DEALS
Malaysia issues MITB
MALAYSIA: The government of 
Malaysia has announced the inaugural 
issuances of the Malaysian Islamic 
Treasury Bill (MITB) under the 
Murabahah contract which took place on 
the 5th February 2016 with an issue size of 
RM500 million (US$118.63 million) each. 

According to an announcement on 
Bank Negara Malaysia’s website, the 
primary issuances were conducted 
via competitive auction (through the 
principal dealer network) whereas 
secondary trading of MITB was based on 
the Bai Dayn concept.

Saudi Aramco plans maiden 
Sukuk
SAUDI ARABIA: Saudi Aramco (Saudi 
Arabian Oil Co) is reportedly in talks 
with banks on establishing a Sukuk 
program over the next few years, 
reported Bloomberg quoting unnamed 
sources. However, no banks have been 
appointed and the size of the sale has not 
been determined. The Sukuk issuance 
would be the fi rst for the company.

Omantel still considering 
Sukuk terms
OMAN: Oman Telecommunications 
Company (Omantel) has issued a 
statement announcing that it is further 
considering certain terms of its Sukuk 
issuance. 

This is in response to media reports on 
pricing details for the US$82.16 million 
and OMR18.4 million (US$47.64 million) 
senior unsecured fi xed rate certifi cates 
due 2021 by First Issue.

EXIM Bank issues further 
Sukuk
MALAYSIA: The Export-Import Bank 
of Malaysia (EXIM Bank) on the 28th 
January issued Sukuk worth US$37.3 
million due 2021 under its US$1 billion 
multicurrency Sukuk issuance program 
at a profi t rate of 3.01%. According to a 
statement, RHB Investment Bank is the 
dealer for the 7th series Sukuk (rated ‘A3’ 
by Moody’s).

Iran to expand short-term 
Sukuk sale
IRAN: The Iranian government has 

The active integration process in CIS markets towards the formation of the Eurasian Economic Union 

coupled with the increased awareness of Islamic finance in Russia and CIS countries such as Kazakhstan, 

Kyrgystan and Azerbaijan have spurred investor interest but locally as well as internationally. 

REDmoney Events in partnership with the Islamic Business and Finance Development Fund (IBFD Fund) 

will organize the IFN CIS & Russia Forum on the 15th March 2016 in Moscow.  The event is expected to 

draw market players and regulators from key Islamic finance markets globally and within Russia.
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finance opportunities in a promising new market
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announced plans to issue an additional 
IRR60 trillion (US$2.01 billion) via 
Islamic T-bills this year to spur 
investments in the domestic debt market 
and reduce reliance on loans from the 
banking sector. 

According to Reuters, the issuance of 
government short-term debt is expected 
to set a pricing benchmark for corporate 
bonds and support efforts by the 
Securities and Exchange Organization 
to expand the types of funding tools 
available to companies.www.IslamicFinanceConsulting.com

www.IslamicFinanceEvents.com

www.IslamicFinanceNews.com

www.IslamicFinanceTraining.com

www.MIFforum.com

www.MIFmonthly.com

www.MIFtraining.com

www.REDmoneyBooks.com

consulting

Dana Gas Sukuk discloses 
Sukuk profit payments
UAE: Dana Gas Sukuk has disclosed 
that it is periodically distributing profit 
payments from time to time at the rate 
of 7% annually on exchangeable Sukuk 
certificates and 9% annually on ordinary 
Sukuk certificates, according to a bourse 
filing. 

The company has also updated the 
periodic profit payments done on the 31st 
October 2015 and the 31st January 2016 as 
part of the disclosure.www.IslamicFinanceConsulting.com
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KFH Turkey issues capital-
boosting Sukuk
KUWAIT: Kuwait Finance House-Turkey 
announced in a statement that it has 
issued a US$350 million Tier 2 Sukuk 
facility to boost its capital. The Sukuk is 
set at a yield of 7.9% and has a tenor of 
10 year. 

The Sukuk, to be listed on the Irish 
Stock Exchange, was facilitated by KFH 
Capital (as global coordinator, manager 
and syndicator), HSBC, Dubai Islamic 
Bank, Noor Bank, QInvest, Emirates 

NBD and KAMCO Investment Company 
in their capacity as lead managers and 
syndicators.www.IslamicFinanceConsulting.com
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DIB plans Tier 1 Sukuk 
issuance
UAE: Dubai Islamic Bank (DIB) is 
seeking shareholders’ approval to issue 
up to US$750 million in capital-boosting 
Sukuk to raise its Tier 1 capital from 
US$2 billion to US$2.75 billion, according 
to a bourse filing. The issue is expected 
to be offered either one time or through a 
series, subject to regulatory approvals.www.IslamicFinanceConsulting.com
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Indonesia’s Sukuk auction 
exceeds target
INDONESIA: The Indonesian 
government has awarded IDR5.25 trillion 
(US$384.3 million) in sovereign Sukuk 
securities bids auctioned on the 9th 
February, which received total incoming 
bids of IDR14.82 trillion (US$1.08 
billion), according to an announcement 
on the Ministry of Finance’s website. 
The ministry’s target was IDR4 trillion 
(US$292.4 million)www.IslamicFinanceConsulting.com
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www.IslamicFinanceNews.com
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Mohebi issues debut Sukuk
UAE: Mohebi Logistics has issued 
AED400 million (US$108.88 million) in 
Sukuk to finance the construction and 
development of new warehouse and 
logistics in Dubai South, according to a 
statement. 

The deal represents Mohebi’s debut 
financing in the capital markets and is the 
first Sukuk issue based on an Istisnah-
Ijarah structure. Abu Dhabi Islamic Bank 
acted as sole bookrunner for the debut 
Sukuk issue.www.IslamicFinanceConsulting.com
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Pakistani government 
auctions FRR-GIS
PAKISTAN: The government of Pakistan 
auctioned its first three-year fixed rental 
rate government of Pakistan Ijarah Sukuk 
(FRR-GIS) on the 9th February with 
an indicative target of PKR100 billion 
(US$953.58 million). 

According to Business Recorder, the 
government received an overall bid 
of PKR245.37 billion (US$2.34 billion) 
for the sale of FRR-GIS and accepted 
PKR116.25 billion (US$1.1 billion) at a 
cut-off fixed rental rate of 6.1%. 

Jinnah International Airport Karachi 
was the underlying asset in the auction 
for FRR-GIS. The government is also 
expected to auction the remaining 
amount of around PKR81 billion 
(US$772.4 million) in the last quarter of 
the fiscal year.www.IslamicFinanceConsulting.com
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QIB seeks nod to raise Sukuk 
size
QATAR: Qatar Islamic Bank (QIB) is 
seeking shareholders’ approval to raise 
the maximum size of its Sukuk program 
to US$3 billion from the existing US$1.5 
billion, according to a statement. QIB is 
also seeking approval for the remaining 
QAR3 billion (US$823.14 million) from 
the QAR5 billion (US$1.37 billion) 
additional Tier 1 capital perpetual Sukuk 
program.www.IslamicFinanceConsulting.com
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SRB and Nctm collaborate
ITALY: Shariyah Review Bureau (SRB) 
has been appointed by Italian law firm 
Nctm Studio Legale (Nctm) to facilitate 
in the structuring and certification of 
Islamic mini-bonds, according to a press 
release.www.IslamicFinanceConsulting.com
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DEAL TRACKER Full Deal Tracker on page 33
ExPECTED DATE COmPANY'S NAmE SIzE STRUCTURE ANNOUNCEmENT DATE
TBA Dubai Islamic Bank up to US$750 million Sukuk 10th February 2016

TBA Saudi Aramco TBA Sukuk 3rd February 2016

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
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MBSB and Bank Muamalat 
merger called off
MALAYSIA: After a series of discussions 
and negotiations, Malaysia Building 
Society (MBSB), DRB-HICOM and 
Khazanah Nasional were not able to 
reach an agreement on the terms and 
conditions of the proposed merger 
between MBSB and Bank Muamalat and 
hence, the parties have ceased merger 
talks and will not proceed with the 
proposed merger, according to separate 
bourse fi lings.

Emaan Islamic Banking to 
expand footprint
PAKISTAN: Emaan Islamic Banking, 
the Islamic arm of Silkbank, is planning 
to increase its branch footprint to 250 by 
the end of 2018 with plans to add 60 new 
branches in 2016 and another 102 in the 
next two years, as part of initiatives to 
grow its balance sheet size rapidly. 

According to Pakistan Observer, Emaan 
may capitalize on Islamic window 
opportunities in conventional banking 
branches while its parent also intends to 
venture into the Islamic consumer assets 
business in the near future.

Growth in Philippines credit 
positive
PHILLIPINES: Stronger government 
spending and robust household 
consumption and services exports were 
key drivers to economic growth in the 
Philippines, which saw a 6.3% expansion 
in the fourth quarter in 2015, up from 
6.1% in the third quarter. 

According to Moody’s in a statement, the 
strong growth is credit positive because 
it demonstrates the economy’s resistance 
to global shocks and points to the 
government’s ability and willingness to 
shore up domestic demand amid a weak 
external environment. The rating agency 
expects a 6% growth in the country’s 
GDP in 2016, up from 5.8% in 2015.

Global Halal Exchange 
collaborates with ISRA
MALAYSIA: Global Halal Exchange, an 
eMarketplace for the Halal industry, has 
signed memorandums of cooperation 
with the International Shariah Research 
Academy for Islamic Finance (ISRA) and 
Yakin Frozen Food, to provide an online 

platform for the two parties to market 
their products and services, according to 
a statement. 

Concurrently, an MoU between Global 
Halal Exchange and Masjid Kg Seri 
Aman has also been signed to provide 
the latt er an online platform for the 
public to contribute to the mosque’s 
Wakaf-related initiatives.

Bank BTN and PBNU 
collaborate
INDONESIA: Bank Tabungan Negara 
(Bank BTN) has signed an agreement 
with Pengurus Besar Nahdlatul Ulama 
(PBNU) to provide the latt er with Shariah 
compliant banking facilities, according to 
a statement.

Law in limbo
PHILIPPINES: Proposed measures 
by the Filipino central bank – Bangko 
Sentral ng Pilipinas (BSP) – and state-run 
Development Bank of the Philippines 
(DBP) to authorize the sale of Al-Amanah 
Islamic Investment Bank and to allow 
other banks to provide Islamic banking 
services have reached a standstill. 

According to Business World Online, 
these measures as well as the proposed 
Bangsamoro Basic Law were sent to 
the congress but are now in limbo as 
they face unlike passage within the 16th 
Congress as sessions are about to close 
to make way for the 90-day campaign 
period for national elections taking place 
in May.

BCP and GFG to launch new 
Halal bank
MOROCCO: Banque Centrale Populaire 
(BCP) and Guidance Financial Group 
(GFG) are set to launch a new Islamic 
bank, according to l’Economiste. BCP 
will reportedly hold an 80% stake of the 
new Islamic bank, which will be named 
Banque Participative du Maroc, whereas 
GFG will hold the remaining 20%.

Victims defrauded over so-
called Islamic investment
INDIA: An investigation by the National 
Accountability Bureau has discovered 
that over 35,000 people across the 
country fell victim to a fraud committ ed 
by Elixir Group of Companies, according 
to Pakistan’s Daily Times. The group, 
which also goes by the name of Capital 
Pakistan Group and Cap Able Pakistan, 

is reported to have scammed around 
PKR30 billion (US$283.17 million) in a 
so-called Islamic investment system of 
Mudarabah and Musharakah. 

Facts also revealed that a big part of the 
money collected in the name of Islamic 
investment was invested in liquor 
manufacturing and supplying business 
in Malaysia, Dubai and other countries.

Join the most active Islamic 
finance focused group on 

Linked-In

Linkedin/
ISLAMICFINANCENEWS

EUROPE
MSE rolls Islamic index
MALTA: The Malta Stock Exchange 
(MSE) launched an Islamic equity index 
on the 8th February 2016, according to 
Reuters, aiming to att ract business from 
Middle East fi rms and to prompt the 
government to issue Sukuk. 

The MSE’s CEO Eileen Muscat was 
quoted as saying that the government 
has commissioned a report on Islamic 
fi nance and is conducting studies with 
legal advisors to review the regulatory 
and tax implications of issuing Sukuk.

Gatehouse to roll out new 
package
UK: Gatehouse Bank are set to launch a 
new residential property fi nance facility 
this year, IFN has learned. The Shariah 
compliant home purchase plan will 
assist its high net worth clients in buying 
investment property in the UK. “This is a 
natural expansion for us and forms part 
of our core business activity for 2016 and 
beyond,” said Hanan Al-Najjar, head 
of wealth management at Gatehouse, 
speaking to IFN.
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MIDDLE EAST
Due diligence on proposed 
merger commenced
OMAN: Bank Dhofar and Bank Sohar, 
both with Islamic banking windows, 
in separate bourse announcements, 
have commenced legal and fi nancial 
due diligence carried out by appointed 
consultants with regards to the proposed 
merger between the two banks. 

Shareholders and the market will be 
informed of further developments in this 
regard through suitable disclosures.

Iran creates credit line to ease 
exports
IRAN: The Export Development Bank of 
Iran (EDBI) has created a EUR20 million 
(US$21.81 million) credit line to ease 
exports to Russia, reported Financial 
Tribune quoting the EDBI’s CEO Ali 
Salehabadi. 

Separately, the Iranian minister of roads 
and urban development Abbas Akhoundi 
and the visiting Lebanese minister of 
economy and trade Alain Hakim have 

signed an MoU to expand economic 
relations in banking and fi nance among 
others at the conclusion of the Seventh 
Iran-Lebanon Economic Cooperation 
Commission. 

Referring to the agreement, Abbas was 
quoted by Financial Tribune as saying 
that both parties have agreed to provide 
traders with export credit cover.

Iran well-placed for 
international re-emergence
IRAN: Moody’s in a report titled 
‘Sovereign Credit Profi le Set to Improve 
in Aftermath of Sanctions’ observed that 
Iran (unrated) has signifi cant economic 
growth potential, and structural reforms 
have helped strengthen its fi scal 
foundation. The removal of oil-related 
sanctions, in the rating agency’s view, 
is expected to result in an investment 
infl ow, which will help revive the 
country’s ageing oil infrastructure. 

The country will need US$90 billion 
annually in external fi nancing to meet 
its 8% economic growth target, fi nance 
minister Ali Tayyebnia was quoted as 
saying. “International sanctions meant 

that Iran had to adapt to the reality 
of lower oil revenues and implement 
structural reforms much earlier than 
other oil exporters.

Most other oil-dependent sovereigns are 
only just beginning to consider structural 
fi scal reform,” noted Moody’s associate 
managing director Atsi Sheth.

Tadawul welcomes JPMorgan 
Saudi Arabia
SAUDI ARABIA: JPMorgan Saudi 
Arabia has joined the Saudi Stock 
Exchange (Tadawul) as a member 
following the fulfi llment of all technical 
and legal requirements to be recognized 
as an exchange member, according to a 
bourse fi ling.

Gulf Finance opens new 
of ices
SAUDI ARABIA: Gulf Finance 
Saudi Arabia, the provider of Shariah 
compliant SME fi nancing focusing on 
heavy equipment, plant and machinery, 
has inaugurated a new head offi  ce 
and a branch in Jeddah, according to a 
statement.

GLOBAL
AAOIFI to reissue improved 
standard
GLOBAL: AAOIFI will reissue the 
‘Requirements of Conversion from 
Conventional to Islamic Banks and 
Financial Institutions’ standard following 
a resolution made by the Shariah board 
regarding re-drafting the existing 
Shariah Standard no. 6 (Conversion of 
Conventional Banks to Islamic Banks). 

According to a statement, the Jeddah 
Shariah Board subcommitt ee has 
fi nalized its comprehensive discussion 
of the study and approved it, and also 
commissioned a consultant to prepare 
the exposure draft which will be 
submitt ed to the subcommitt ee in its next 
meeting in April 2016.

OJK and BNM to collaborate 
on banking expansion
GLOBAL: Otoritas Jasa Keuangan is 
expected to ink an agreement with 
Bank Negara Malaysia to facilitate the 
expansion of Indonesian banks into 
Malaysia, according to Kontan.co.id. 
Bank Rakyat Indonesia (BRI), among 
other Indonesian banks, has expressed its 
keenness to step foot into Malaysia.

Iran signs agreement to settle 
due payments
GLOBAL: The Central Bank of Iran has 
signed agreements with Coface State 
Guarantees and SACE for the recovery 
of payments due by Iranian debtors 
and counterparties which were blocked 
following international sanctions, 
according to separate statements. 

In the case of Coface, the agreement 
paves the way for business restoration 
and development between both countries 
whereas in the case of SACE, the 
agreement provides for the payment of 
EUR564 million (US$628.31 million) to 
SACE in three installments by the 15th 
October 2016.

ITFC to establish branch in 
Dubai
GLOBAL: The International Islamic 
Trade Finance Corporation (ITFC) has 
signed an agreement with the Ministry of 
Finance of the UAE on the establishment 
and operation of its branch in Dubai, 
according to a statement. 

The branch is set to become a hub for the 
facilitation and promotion of intra-trade 
between OIC member countries.

IFN ONLINE DIRECTORY
Over 6,727 individual companies directly 
involved in the Islamic fi nance industry
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ASSET 
MANAGEMENT
Jadwa to offer new fund
SAUDIA ARABIA: The Capital Market 
Authority of Saudi Arabia announced in 
a filing to Tadawul that it has approved 
the public offering of Jadwa Saudi IPO 
Fund by Jadwa Investment Company.www.IslamicFinanceConsulting.com
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consulting

TA Investment declares 
income distribution
MALAYSIA: TA Investment 
Management has declared a gross income 

distribution of 3 Malaysian sen (0.71 US 
cents) per unit for Shariah compliant TA 
Dana OptiMix (TADO) and 0.5 Malaysian 
sen (0.12 US cents) per unit for TA 
Asian Dividend Income Fund (TADIF), 
according to a press statement.www.IslamicFinanceConsulting.com
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Alkhabeer Capital launches 
IPO fund
SAUDI ARABIA: Alkhabeer Capital 
has launched a Shariah compliant, 
open-ended investment fund, known as 
Alkhabeer IPO Fund, targeting IPOs and 
newly listed companies in Saudi Arabia 
during their first three years on the 
market, according to a statement.www.IslamicFinanceConsulting.com
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EPF eyes launch of Shariah 
compliant fund
MALAYSIA: The Employees Provident 
Fund (EPF) is planning to launch its 
maiden Shariah compliant fund by 
January 2017, according to The Star 
Online.

The fund will have an initial fund size of 
up to RM120 billion (US$29.04 billion). 
The EPF’s deputy CEO of investments 
Mohamad Nasir Ab Latif was quoted 
as saying that individuals interested in 
converting their savings to full Shariah 
compliance status may do so on a first-
come, first-served basis.www.IslamicFinanceConsulting.com
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TAKAFUL
Low number of savers with 
Takaful
UAE: According to an ongoing 

financial health check survey 
conducted by the National Bonds 
Corporation, a Shariah compliant 
savings and investments company, 
17% of UAE nationals have Takaful 
while 14% of respondents from all 

nationalities said they do. The survey 
was launched in February 2014 as an 
online tool to help customers across 
cultures and nationalities assess their 
financial status.www.IslamicFinanceConsulting.com
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RESULTS
Public Bank
MALAYSIA: Public Bank Group, the 
parent of Public Islamic Bank, reported a 
pre-tax profit of RM6.49 billion (US$1.54 
billion) for 2015, an 11.6% growth from 
the previous year. The bank declared a 
second interim dividend of 32 Malaysian 

sen (7.59 US cents), taking full-year 
dividend to 56 Malaysian sen (13.28 US 
cents). 

According to a statement, the total 
dividend paid and payable for 2015 
amounted to RM2.16 billion (US$512.24 
million), or 42.7% of the group’s net 
profit for the year.www.IslamicFinanceConsulting.com
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RAKBANK
UAE: RAKBANK Group registered a 
net profit of AED1.41 billion (US$383.8 
million) in 2015, a decrease of AED49.3 
million (US$13.42 million) from a year 
earlier, according to a statement. Total 
assets as at the 31st December 2015 grew 
by 16.4% year-on-year to AED40.55 
billion (US$11.04 billion).www.IslamicFinanceConsulting.com
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Highlights:

• Key Differences in How Islamic Banks do Financial Modelling

• Financial Modelling of Islamic Banking Funding Sources

• Key Financial Modelling Aspects of Various Islamic Banking Activities

• Financial Modelling of Embedded Options in Islamic Banking Products

• Modelling for Islamic Investment and Corporate Finance Activities
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ISLAMIC BANKING INSTITUTIONS
3rd – 5th April 2016, Jeddah33rdrd – 5– 5thth April 2016, JeddahApril 2016, Jeddah
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MOVES
AlKhabeer Capital
SAUDI ARABIA: Alkhabeer Capital 
has appointed to its board of directors 
Muhanad Hayder Binladen as a non-
independent director and Mohammed 
Abdulrahman Moumena in an 
independent capacity eff ective the 3rd 
January 2016, according to a press 
statement.

Kuwait Finance House
KUWAIT: Abdul-Wahab Essa Al-

Roshoud has been appointed as group 
chief treasury of Kuwait Finance House, 
according to a statement.

Emirates NBD Capital
UAE: Mohammad Kamran Wajid 
has reportedly resigned as CEO of 
Emirates NBD Capital to pursue other 
opportunities and a replacement will be 
announced in due course, according to 
Bloomberg.

Bakhtar Bank
AFGHANISTAN: Bakhtar Bank has 

appointed Amer Khalil Ur Rehman as 
president and CEO, IFN has learned.

Eastspring Al-Wara’ 
Investments
MALAYSIA: Chung Yee Wah has been 
appointed as CEO of Eastspring Al-
Wara’ Investments, the Islamic arm of 
Prudential’s Eastspring Investments, 
eff ective the 29th December 2015 according 
to a statement. Previously the head 
of institutional business at Eastspring 
Investments, Chung joined the fi rm from 
Kenanga Islamic Investors where he was 
the chief investment offi  cer.

RATINGS
Abu Dhabi af irmed at ‘AA’
UAE: Fitch has affi  rmed Abu Dhabi’s 
long-term foreign and local currency 
issuer default ratings (IDRs) at ‘AA’ 
with a stable outlook. According to 
a statement, the issue ratings on the 
emirate’s senior unsecured foreign 
currency bonds have also been affi  rmed 
at ‘AA’. The short-term foreign currency 
IDR has been affi  rmed at ‘F1+’ and 
the UAE’s country ceiling at ‘AA+’ 
which applies to Abu Dhabi and Ras Al 
Khaimah.

Moody’s maintains SCBM on 
review for downgrade
MALAYSIA: Moody’s has maintained 
Standard Chartered Bank Malaysia 
(SCBM)’s deposit rating, adjusted 
baseline credit assessment and 

counterparty risk assessments on review 
for downgrade following the review 
of its parent Standard Chartered Bank 
(SCB). The conclusion of the review of 
SCBM’s ratings is expected in March 2016 
after fi nalizing the review of SCB.

Malaysia’s long-term iscal 
goals intact
MALAYSIA: To support domestic 
demand growth amid the recent 
external slowdown, the recalibration of 
Budget 2016 entails various measures 
and incorporates an average oil price 
of US$30-35 per barrel, according to 
RAM in a statement. The government’s 
adjusted GDP growth target of 4-4.5% 
for 2016 versus the initial 4-5% refl ects 
heightened risks and is more in line with 
RAM’s forecast, which is maintained 
at 4.4%. The rating agency also noted 
that despite the current weakness in 
oil prices, there is no indication of 

any signifi cant deviation from the 
government’s long-term fi scal goals, 
as described by the previous Medium-
Term Fiscal Framework. The respective 
global and ASEAN-scale ratings of 
‘gA2’ and ‘seaAAA’ (with a stable 
outlook) of Malaysia remain anchored 
by its economic resilience; however, the 
ratings could be revised downwards if its 
fi scal consolidation path is signifi cantly 
derailed, amid the volatile external 
conditions.

Rating watch on MBSB and 
Bank Muamalat lifted
MALAYSIA: Following the cessation of 
merger discussions on the 2nd February, 
RAM has lifted the developing rating 
watch on Malaysia Building Society 
(MBSB) and Bank Muamalat Malaysia 
and concurrently reinstated the stable 
outlook on their ratings, according to a 
statement.

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
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Expected date Company's name Size Structure Announcement Date
TBA Dubai Islamic Bank up to US$750 million Sukuk 10th February 2016

TBA Saudi Aramco TBA Sukuk 3rd February 2016

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 Ofisi up to TRY600 million Sukuk 7th January 2016

TBA Government of Jordan JOD150 million Sukuk 7th January 2016

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 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 5th February 2016
Based on 33.98% of funds which have reported January 2016 returns as at 5th February 2016

Based on 33.98% of funds which have reported January 2016 returns as at the 5th February 2016

Top 10 Yield-to-Date Returns for ALL Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 AmBon Islam AmInvestment Management 0.75 Malaysia

2 CIMB Islamic Sukuk CIMB-Principal Asset Management 0.75 Malaysia

3 Meezan Cash Al Meezan Investment Management 0.35 Pakistan

4 Meezan Islamic Income Al Meezan Investment Management 0.34 Pakistan

5 BIMB Dana Al-Fakhim BIMB UNIT Trust Management (BUTM) 0.27 Malaysia

6 Atlas Islamic Income Atlas Asset Management 0.24 Pakistan

7 Meezan Sovereign Al Meezan Investment Management 0.15 Pakistan

8 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 0.13 Pakistan

9 Meezan Tahaff uz Pension - Money Market Sub Al Meezan Investment Management 0.13 Pakistan

10 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.11 Saudi Arabia

Eurekahedge Islamic Fund Index (3.59)

Top 10 Sharpe Ratio for ALL Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Boubyan KWD Money Market Boubyan Bank 16.86 Cayman Islands

2 Boubyan USD Liquidity Boubyan Capital Investment Company 12.30 Kuwait

3 Meezan Tahaff uz Pension - Money Market Sub Al Meezan Investment Management 10.34 Pakistan

4 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 6.47 Pakistan

5 Atlas Pension Islamic - Debt Sub Atlas Asset Management 6.44 Pakistan

6 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 6.41 Saudi Arabia

7 CIMB Islamic Money Market CIMB-Principal Asset Management 5.56 Malaysia

8 Emirates Islamic Money Market Limited 
Institutional Share Class I USD

Emirates NBD Asset Management 4.24 Jersey

9 Watani KD Money Market National Bank of Kuwait 3.52 Cayman Islands

10 Watani USD Money Market National Bank of Kuwait 3.48 Cayman Islands

Eurekahedge Islamic Fund Index 0.08
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Based on 33.98% of funds which have reported January 2016 returns as at the 5th 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 Fixed Income Index  over the last 5 years Eurekahedge Islamic Fund Fixed Income Index  over the last 1 year
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Top 5 Islamic Fixed Income Funds by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Islamic Income Al Meezan Investment Management 1.56 Pakistan

2 CIMB Islamic Sukuk CIMB-Principal Asset Management 1.55 Malaysia

3 AmBon Islam AmInvestment Management 1.45 Malaysia

4 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 1.17 Pakistan

5 Atlas Pension Islamic - Debt Sub Atlas Asset Management 0.89 Pakistan

Eurekahedge Islamic Fund Index 0.70

Top 10 Sortino Ratio ALL Funds  by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 CIMB Islamic Money Market CIMB-Principal Asset Management 59.21 Malaysia

2 Atlas Pension Islamic - Debt Sub Atlas Asset Management 25.47 Pakistan

3 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 24.68 Pakistan

4 Atlas Pension Islamic - Money Market Sub Atlas Asset Management 3.30 Pakistan

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

Emirates NBD Asset Management 2.04 Jersey

6 BLME Sharia'a Umbrella SICAV-SIF Global Sukuk 
- Class A USD

Bank of London and The Middle East 1.93 Luxembourg

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

Bank of London and The Middle East 1.65 Luxembourg

8 Atlas Pension Islamic - Equity Sub Atlas Asset Management 1.45 Pakistan

9 AmIslamic Balanced AmInvestment Management 1.42 Malaysia

10 Al Rajhi Multi Asset Balanced Al Rajhi Bank 1.39 Saudi Arabia

Eurekahedge Islamic Fund Index 0.11

Based on 28.00% of funds which have reported January 2016 returns as at the 5th February 2016
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Global Sukuk Volume by Month Global Sukuk Volume by Quarter
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Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers
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

21st Jan 2016 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

399 RHB Capital, Maybank

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
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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 5.1 RHB Capital, Maybank, CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank, HSBC

4 Malaysia Sovereign 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,500 4.6 Standard Chartered Bank, HSBC, CIMB Group

5 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,336 4.1 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 3.8 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 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

924 2.8 Maybank, Bank Islam Malaysia, CIMB Group, RHB Capital

12 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

13 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

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

13 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

15 Sultanate of Oman Oman Sukuk Euro market 
public issue

649 2.0 Bank Muscat

16 Jana Kapital Sdn Malaysia Sukuk Domestic market 
public issue

622 1.9 RHB Capital

17 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

595 1.8 CIMB Group, AmInvestment Bank, RHB Capital

18 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

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

19 Danga Capital Malaysia Sukuk Domestic market 
public issue

547 1.7 RHB Capital, CIMB Group

20 Arab National Bank Saudi 
Arabia

Sukuk Domestic market 
public issue

533 1.6 JPMorgan, Deutsche Bank, HSBC, Arab National Bank

21 Sharjah Islamic 
Bank

UAE Sukuk Euro market 
public issue

500 1.5 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 1.5 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 1.5 Bank of Sharjah, HSBC, Barclays, Dubai Islamic Bank, Sharjah 
Islamic Bank, Commerzbank Group

21 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

500 1.5 Deutsche Bank, CIMB Group

21 Arab Petroleum 
Investments

Saudi 
Arabia

Sukuk Euro market 
public issue

500 1.5 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 1.5 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 1.5 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 1.2 HSBC

Total 32,519 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,165 43 15.9

2 HSBC 4,258 24 13.1

3 RHB Capital 3,907 33 12.0

4 Maybank 3,588 30 11.0

5 Standard Chartered Bank 1,829 18 5.6

6 AmInvestment Bank 1,757 20 5.4

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 2.1

11 Bank Muscat 649 1 2.0

12 Deutsche Bank 564 4 1.7

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 32,519 123 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 White & Case 3,581 2 24.5
2 Salans FMC SNR Denton Group 3,354 2 22.9
3 Milbank Tweed Hadley & McCloy 2,704 1 18.5
4 Adnan Sundra & Low 1,361 1 9.3
4 Zaid Ibrahim & Co 1,361 1 9.3
6 Chadbourne & Parke 988 2 6.7
7 King & Spalding 877 1 6.0
8 Norton Rose Fulbright 110 1 0.8
8 Shearman & Sterling 110 1 0.8
10 Allen & Overy 100 1 0.7
10 Baker & McKenzie 100 1 0.7

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 Sumitomo Mitsui Financial Group 1,529 2 20.5
2 HSBC 617 3 8.3
3 Mitsubishi UFJ Financial Group 529 2 7.1
3 Mizuho Financial Group 529 2 7.1
5 Banque Saudi Fransi 528 2 7.1
6 National Commercial Bank 438 3 5.9
7 Riyad Bank 417 1 5.6
8 First Gulf Bank 414 4 5.5
9 Samba Capital & Investment 

Management
390 3 5.2

10 Arab National Bank 299 2 4.0

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 1,132 14 5.8
2 Saudi National Commercial Bank 971 6 5.0
3 Samba Capital 940 6 4.8
4 Banque Saudi Fransi 858 4 4.4
5 Abu Dhabi Islamic Bank 852 10 4.4
6 HSBC 839 9 4.3
7 Mashreqbank 761 9 3.9
8 Emirates NBD 702 10 3.6
9 Noor Bank 567 8 2.9
10 Abu Dhabi Commercial Bank 521 5 2.7
11 Alinma Bank 490 2 2.5
12 Riyad Bank 485 2 2.5
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 1.8
19 CIMB Group 338 1 1.7
20 Industrial & Commercial Bank of China 337 3 1.7
21 Barwa Bank 326 4 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 1.4
24 China Construction Bank 267 1 1.4
26 Kuwait Finance House 241 2 1.2
27 Mizuho 221 2 1.1
27 Mitsubishi UFJ Financial Group 221 2 1.1
29 Citigroup 215 4 1.1
30 Qatar Islamic Bank 208 3 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

10 CIMB Group 338 1 3.2

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 UAE 7,222 19 37.1

2 Saudi Arabia 5,245 4 26.9

3 Turkey 1,912 4 9.8

4 Pakistan 1,633 4 8.4

5 Qatar 1,200 3 6.2

6 Malaysia 847 3 4.4

7 Egypt 382 2 2.0

8 Kuwait 362 2 1.9

9 Cayman Islands 325 1 1.7

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 
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Structuring & Legal 
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Kuala Lumpur, 
Malaysia

MARCH 2016
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