
Everyone knows the story of Indonesia. 
It is one of the world’s biggest 
potential markets for Islamic fi nance 
and the most populous global Muslim 
nation, but eff orts to translate this 
into practical growth of Islamic assets 
have stumbled. Last week, industry 
leaders gathered in Jakarta to discuss 
the opportunities and challenges facing 
Southeast Asia’s largest economy. 
With a new proactive approach from 
the authorities, relaxed regulations 
and a determination for collaboration, 
LAUREN MCAUGHTRY suggests that 
it could fi nally be Indonesia’s time to 
shine.

“Islamic fi nance in Indonesia is still very 
small compared to the total market — 
the market share is only around 5%, 
which is much less than achieved by 
Malaysia and other countries. Given 
our Muslim majority, Indonesia has a 
very small share in Islamic fi nance,” 
commented Dr Sofyan Djalil, the 
minister for national development 
planning and head of the National 
Development Planning Agency, 
speaking at the IFN Asia Forum 2016. 
“But if you look at it in terms of account 
numbers, we have a lot of people — a 
lot of small accounts and microfi nance. 
In numbers it is big.” 

Top down, bottom up
It is widely suggested that the success 
of Malaysia has been driven by its 

practical top-down approach from the 
authorities while Indonesia has evolved 
along more grass roots lines with a 
laissez-faire regulatory regime. Between 
2002-09, Islamic banking in Indonesia 
grew at around 50% per year, while 
from 2009-15 growth continued at an 
average rate of 23% a year and in 2015 
this growth fell to around 8%, explained 
Imam Teguh Saptono, the president 
director of BNI Syariah, speaking on 
the panel ‘Future Forward: Charting 
a New Direction for Islamic Financial 
Institutions’. 

“This suggests that the existing strategy 
is not enough to maintain growth and 
help us grow market share,” he noted. 
“We have sat at 4-5% market share for 
the last few years and we are going 
nowhere. It is time for us to 
make a breakthrough.”

“Indonesia is still at the 
normalizing stage,” 
commented Rafe 
Haneef, CEO of CIMB 
Islamic, speaking at the 
same event. “The next 
stage is the performance 
stage, where you start 
growing once you 
have reached a 
level-playing 
fi eld.” Islamic 
fi nancial 
operations in 

Indonesia need to reach equality in 
terms of cost, tax and regulation before 
this phase can be reached. Yet this 
objective could soon be within reach. 
While previously government support 
has been limited, it looks as if the 
authorities have recognized this need 
and are ready to make a change in their 
approach. “Until now, Islamic fi nance in 
Indonesia has been mostly driven by the 
people and the industry. But now we are 
creating a National Committ ee that will 
be chaired by the president himself,” 
confi rmed Dr Sofyan.

Government push
It is expected that within two months 
the new National Committ ee for 
Islamic Finance will be in place, and the 
authorities are keen to collaborate with 

the industry, liaise with domestic 
practitioners and learn from 

international representatives to 
promote Islamic fi nance growth 
and kick-start its progress. 

“The potential for Islamic 
fi nance in Indonesia is huge, 

and our role is to unlock that 
potential and make it into 

reality — we want to translate 
it into market share, meet 

the demand for Islamic 
fi nancial services and 
give people more choice,” 
said Dr Sofyan. 
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DEALS
Indonesia raises IDR13.25 
trillion (US$1 billion) from 
sovereign Sukuk auction; 
awards IDR5.79 trillion 
(US$438.3 million)

CIMB Islamic to redeem 
Tier 2 junior Sukuk ahead 
of schedule

ICD launches US$300 
million Sukuk; adds two 
more banks as arrangers

Malaysian government 
issues another series of GII 
Murabahah

Ezdan Holding Group 
plans US$2 billion Sukuk 
issuance

Sunway Treasury Sukuk 
issues short-term Islamic 
notes

PRAN Foods signs 
agreement with Green 
Delta Capital to issue 
Sukuk for expansion project

Malaysia one step closer to 
issuing US dollar Sukuk

NEWS
The IDB extends US$27.7 
million to Tunisia to 
develop agriculture sector

Al Amanah Islamic 
Investment Bank will 
pursue privatization; hopes 
to conclude within the next 
year, says chairman

Large capital buff ers and 
highly profi table position 
provide Indonesian banks 
with suffi  cient shield 
against asset quality 
deterioration, says RAM 
Ratings

Sarana Multi Infrastruktur 
plans to operate Shariah 
unit in second half of 2016; 
mulls Sukuk issuance

Global market access to 
improve for Malaysian 
banks with the Trans-Pacifi c 
Partnership Agreement, 
says RAM Ratings

Pakistan Stock Exchange 
adds 41 new companies 
and removes 26 in re-
composition of All-Share 
Islamic Index 

Qatar Islamic Bank (UK) 
fails to meet regulatory 
requirements on assessment 
and maintenance of 
fi nancial resources; fi ned 
GBP1.38 million (US$1.95 
million)

Islamic Fintech Alliance 
to bring together Muslim-
focused technologies and 
innovations in fi nance

Central regulatory body 
for GCC stock markets 
proposed

Malaysia, Saudi Arabia and 
the UAE command 84% of 
US$321 billion outstanding 
Sukuk, report fi nds

USAID to provide long-
term fi nancing worth US$6 
million to two Afghan 
fi nancial institutions

Basel Committ ee 
proposing changes to Basel 
III framework; seeking 
feedback

NASDAQ Dubai welcomes 
listing of Indonesia’s US 
dollar Sukuk

MCB Bank competes with 
local Afghan company to 
acquire New Kabul Bank 

IPIC and Aabar 
Investments deny 
involvement with 
controversial 1MDB entity

Italy’s sole Iranian bank to 
recommence operations in 
Rome

Boursa Kuwait Securities 
Company to helm Kuwait 
Stock Exchange operations 
by end-April

Bank Muscat expects to 
open representative offi  ce 
in Iran later in 2016

Central Bank of Oman 
adjusts reserves policy 
encouraging banks to buy 

government debts and 
Sukuk

ASSET 
MANAGEMENT
Otoritas Jasa Keuangan 
anticipates Sukuk-based 
mutual funds to come 
to market this year and 
stimulate corporate Sukuk 
issuance 

TAKAFUL
Only 10% of GCC 
savers opt for Takaful 
coverage, National Bonds 
Corporation study shows

Qatar’s new insurance 
instructions ‘credit 
positive’, Moody’s says

 RATINGS
Indonesia maintains global, 
ASEAN and national-scale 
sovereign ratings

Ranhill Powertron redeems 
and cancels Sukuk facility; 
rating withdrawn

MARC withdraws ‘AA+IS’ 
rating on Maybank 
Islamic’s RM1 billion 
(US$254.22 million) 
subordinated Sukuk 

MARC affi  rms Sunrise’s 
‘AA-ID’ rating on its RM400 
million (US$101.96 million) 
Islamic notes with stable 
outlook

MOVES
GFH Financial Group 
welcomes new board 
member

Mohammad Saif Ullah 
Khan named as National 
Bank of Oman’s head of 
compliance 

Saturna Capital appoints 
Scott  Klimo as chief 
investment offi  cer and Nick 
Kaiser as global strategist
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Exciting times
Although the industry is small, with 
just a handful of banks and a focus on 
retail rather than investment banking 
and capital markets, the potential is vast 
and the optimism is in place. It should 
be remembered that Indonesia only 
introduced its Islamic banking laws in 
2008 and its tax laws in 2009, and until 
now has focused on retail banking, 
SMEs and microfi nance — sectors that 
have their own challenges in the Islamic 
space in terms of limited liquidity, 
limited branches and high costs. 

However, looking ahead other 
opportunities especially in the 
infrastructure space have the chance 
to drive this forward. The Indonesian 
government requires US$500 billion 
between 2015-19 to fund infrastructure 
projects including roads, electricity 
and water projects. The state 
budget will cover only an 
estimated 25% of this, 
while a further 25% 
is expected to come 
from public-private 
partnerships — leaving 
a US$250 billion gap 
that will need funding 
from the private sector. 
“This is where we can 
create synergies 
between global 
players and local 
Islamic banks,” 
suggested Herwin 
Bustaman, the head 

of Shariah banking at BII Maybank, 
speaking at IFN Asia. “We need to 
invite global players to show us how to 

provide fi nancing for infrastructure, 
as we don’t have that level of 

expertise ourselves yet.” 

Capital markets push
Filling a funding gap of a 
quarter of a trillion US dollars 
is no small task — and Sukuk 
fi nancing has the ability to 

leverage this need. With the 
current state of the global markets, 
investors are seeking new 

opportunities and Indonesia 
can benefi t from this 
exploration. European 
markets right now are 
in a negative interest 

regime, while the US has a zero interest 
rate regime; and Indonesia could use 
this opportunity to att ract fi nancial 
resources from these countries to fund its 
infrastructure requirements. The recent 
retail sovereign issuance of the 4th March 
saw the strongest level of take-up since 
2009, with overwhelming institutional 
demand for government securities 
translating into over US$2.4 billion in 
sales, the largest retail Sukuk issuance 
since the asset class was introduced and 
a testament to the eff ectiveness of the 
government’s strategy in bolstering the 
Islamic capital markets. 

While corporate issuance has been slow 
to take off , this too received a boost 
last year with the benchmark US$500 

Indonesia: A change in tactics
Continued from page 1

continued on page 4

Indonesia is 
still at the 

normalizing stage, 
the next stage is 
the performance 
stage, where you 
start growing once 
you have reached a 
level-playing 
ield

Chart 1: Development of corporate Sukuk issuance and corporate Sukuk outstanding

Source: Otoritas Jasa Keuangan (latest available data)
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million deal from Garuda Airlines, 
which won the IFN Indonesia Deal of 
the Year Award for its innovation and 
independence. As the fi rst Asia Pacifi c 
national fl ag carrier to successfully 
issue a US dollar benchmark bond on a 
stand-alone basis since 2006, it clearly 
demonstrates the appetite for Asian 
corporate paper and highlights the 
growing depth and opportunity in the 
Indonesian Islamic debt capital market. 

Challenges remain, including a need 
for more investment from underwriters 
and more participation from regional 
banks as well as encouragement and 
incentives for new issuers to tap the 
market. However, if more state-owned 
entities and private sector players can be 
persuaded to test the waters, the pipeline 
could be enormous. 

A positive outlook
With economic growth of over 
5% expected this year and 
a commitment from the 
government not only to 
boost Islamic fi nance 
assets but remove 
obstacles, relax barriers 
to entry and deregulate 
the industry, investors 
should also be att racted 
to the market. This 
progress is both refl ected 
and supported by 
the increasingly 
international 
involvement of 

Indonesia in the wider industry. The IDB 
and ITFC have already set up shop in 
the country, while the collaboration with 
Turkey to launch the Islamic Investment 
Infrastructure Bank, a cross-border mega 
institution to leverage infrastructure 
opportunities across OIC countries, 
should bring even further appetite to the 
table. 

The government has already 
issued around 12 

deregulations and 
incentives, and plans 
to introduce up to 
20 more regulatory 
relaxations over 
the next one to two 
years to speed up 

investment processes 
and att ract overseas 

players. 
Measures to 
boost the 
sector span 

from the wide-ranging new Sukuk 
regulations introduced by OJK, to the 
specifi c deregulation of the Islamic 
fi nancial sector in the Fifth Economic 
Policy Package introduced last year, to 
the introduction of fi scal incentives to 
foster Islamic fi nance, to the new crisis 
management law for banks, to the very 
latest Shariah hedging rules from the 

central bank, and many more.

“The government is stressing 
deregulation to increase ease 
of doing business here,” 
concluded Dr Sofyan in his 
keynote address. “We are 
going to fi nd and fi x any 
problems that hinder 

investment and hold back 
the private sector. 
By doing so, we 
believe the huge 
economic potential 
of Indonesia can be 
realized.”

Indonesia: A change in tactics
Continued from page 3

We need to 
invite global 

players to show 
us how to provide 
inancing for 

infrastructure, as 
we don’t have that 
level of expertise 
ourselves 
yet

Table 1: Total Sukuk issuance and Sukuk outstanding

Year Sukuk issuance Outstanding Sukuk

Value (IDR billion) Number Value (IDR billion) Number

2002 175,0 1 175,0 1

2003 740,0 6 740,0 6

2004 1.424,0 13 1.394,0 13

2005 2.009,0 16 1.979,4 16

2006 2.282,0 17 2.179,4 17

2007 3.174,0 21 3.029,4 20

2008 5.498,0 29 4.958,4 24

2009 7.015,0 43 5.621,4 30

2010 7.815,0 47 6.121,0 32

2011 7.915,4 48 5.876,0 31

2012 9.790,4 54 6.883,0 32

2013 11.994,4 64 7.553,0 36

2014 Jan 11.994,4 64 7.260,0 35

Feb 11.994,4 64 7.260,0 35

Mar 11.994,4 64 7.194,0 34

Apr 11.994,4 64 7.058,0 33

May 11.994,4 64 6.358,0 29

June 12.294,4 65 6.958,0 33

July 12.294,4 65 6.958,0 33

Aug 12.294,4 65 6.958,0 33

Sept 12.294,4 65 6.958,0 33

Oct 12.594,4 66 7.258,0 34

Nov 12.727,4 68 7.391,00 36

Source: Otoritas Jasa Keuangan (latest available data)
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Singapore received a well-timed 
boost to its Islamic fi nance industry 
when Maybank Singapore and real 
estate company RB Capital entered 
into a landmark SG$260 million 
(US$192.42 million) Islamic fi nancing 
deal, with the 442-room Holiday Inn 
Express Singapore Clarke Quay as the 
underlying security. DANIAL IDRAKI 
writes.

In one of the biggest Islamic deals in 
the island city-state, the fi rst-of-its-kind 
facility demonstrates the opportunities 
available for Islamic funds to diversify 
and invest into diff erent asset classes, 
and also marks RB Capital’s fi rst venture 
into Islamic fi nancing, which refl ects its 
willingness to explore other frontiers 
to expand its business. The deal is an 
unconventional one as hospitality-related 
assets are not typically used in Islamic 
fi nancing, which makes it the fi rst to be 
done in a secular country.

“The deal is competitive to conventional 
fi nancing. In addition, it provides RB 
Capital with the ability to further explore 
Islamic compliant investments and 
fi nancing regionally. We are delighted to 
have worked with Maybank to execute 
a fi rst-of-its-kind deal in Singapore to 
meet the growing demand from Islamic 

investors,” CEO of RB Capital, Kishin 
RK, said in a statement. However, no 
further details on the utilization of the 
SG$260 million fi nancing were disclosed 
by either Maybank Singapore or RB 
Capital at the time of writing.

While the Islamic term facility charts 
a new territory for RB Capital, it also 
signifi es Maybank’s growth in the Islamic 
fi nancing industry outside of its home 
turf of Malaysia. Singapore currently 
accounts for approximately 5% of 
Maybank Islamic’s revenue, equivalent 
to that of Indonesia. “The retail market 
in Singapore is very competitive but 
we have managed to make inroads by 
focusing on serving the community and 
off ering Islamic fi nancing options for our 
various products, as well as facilitating 
cross-border transactions. Although 
the Islamic fi nance market here [in 
Singapore] is relatively small, we plan 
to continue growing this market as long 
as we are able to create value for our 
customers and generate good returns,” 
commented Lim Hong Tat, CEO of 
Maybank Singapore.

Lim added that its partnership with 
RB Capital marks a progressive step 
forward in Singapore’s Islamic banking 
landscape, as it continuously searches 

for growth opportunities in the region. 
Maybank Group’s Islamic banking 
business surged 20.4% in total income 
in 2015 compared to the year before, 
and ranked fourth in the Global Sukuk 
League Table for fi nancial year 2015 
(FY15) with a market share of 8.6% from 
106 issues, totaling US$2.96 billion. 
Maybank Islamic’s total assets exceeded 
US$36 billion for FY15, making it the 
largest Islamic bank in terms of assets in 
the ASEAN region.

Singapore is among a number of 
countries that are tapping into the 
growing Islamic fi nance industry. 
However, the country was dealt a minor 
setback to its Islamic fi nance ambition 
last year when DBS Group Holding’s 
Shariah banking unit, the Islamic Bank of 
Asia, had to be progressively wound 
down as it was “unable to achieve 
economies of scale”, according to a fi ling 
with the stock exchange on the 14th 
September 2015. Singapore’s Islamic 
banking assets have grown by 73% and 
Islamic assets under management by 22% 
since 2010, fi gures from the Monetary 
Authority of Singapore show. About 31 
Sukuk were issued since 2010, reaching 
SG$3.8 billion (US$2.81 billion) in 2014, 
compared with SG$440 million 
(US$325.63 million) in 2009.

Singapore lashes its Islamic inance growth potential with 
landmark deal between Maybank and RB Capital

Despite regional volatility, global 
industry players are optimistic of the 
Islamic fi nance growth story in Asia 
driven by favorable demographic 
trends, rising affl  uence and stronger 
regulatory support for the industry, and 
are particularly positive on Indonesia’s 
potential, concluded international 
experts at the IFN Asia Forum 2016. 
VINEETA TAN reports from Jakarta.

Hosted for the fi rst time in Jakarta, 
the fi rst day of the IFN Asia Forum 
2016 gathered 294 market leaders from 
Southeast Asia, the Middle East, the US 
and Europe which engaged in lively 
discussions on a wide array of topics 
including the future of Islamic banking in 
Asia, infrastructure and project fi nance, 
groundbreaking Shariah deals as well 

as the investment landscape moving 
forward amid economic headwinds.

Covering all major and emerging 
Asian markets, industry players were 
especially bullish on the potential of 
Indonesia which has seen its government 
strengthening its commitment to Islamic 
fi nance. “The potential for Islamic fi nance 
in Indonesia is huge, and our role is to 
unlock that potential and make it into 
reality,” said Dr Sofyan Djalil, the minister 
for national development planning of 
Indonesia, during his keynote address. 
“For infrastructure alone, the government 
needs to spend around US$500 billion in 
the next fi ve years. Out of this, there are 
many opportunities for Sukuk fi nancing 
and Islamic fi nancing. The government 
of Indonesia is committ ed to working in 

collaboration with the industry to identify 
any issues that hinder investment and 
work to resolve them so that the private 
sector can act freely and Islamic fi nance 
in Indonesia can move faster and grow 
bigger.”

Distinguished speakers included: Rafe 
Haneef, CEO and executive director of 
CIMB Islamic Bank; Imam Teguh Saptono, 
the president director of Bank BNI 
Syariah; Isidro Abas Sobrecarey, the 
chairman and CEO of Al-Amanah Islamic 
Investment Bank of the Philippines; Mohd 
Izani Ghani, the executive director and 
CFO of Khazanah Nasional; Ibrahim 
Hassan, CEO and managing director of 
RHB Islamic Bank; and Mustafh a Abdul 
Razak, the managing director of Bank 
Rakyat, among others.

Global Islamic inance players gather in Jakarta to discuss 
opportunities in Asia
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Pakistani banks have witnessed very 
active negotiations lately with a number 
of potential mergers and acquisitions 
between Islamic and conventional 
banks on the table. This comes on the 
back of the goal of the State Bank of 
Pakistan (SBP), the country’s central 
bank, of doubling the nation’s Islamic 
banking penetration and increasing the 
Shariah market share in the banking 
system, as outlined in the ‘Strategic 
Plan of the Islamic Banking Industry of 
Pakistan 2014-2018’. DANIAL IDRAKI 
looks at the recent deals that indicate 
the country’s seriousness in achieving 
its target.

One of Pakistan’s fastest-growing 
commercial banks, Summit Bank, is 
planning to convert itself into a fully-
fl edged Islamic bank and is doing so by 
att empting to acquire the majority share 
of Burj Bank, a local Shariah bank, and 
has informed the SBP of its intention to 
carry out a due diligence of Burj.

While few details have come out of 
the announcement as Summit is still 
awaiting the approval of the due 
diligence from the SBP, an agreement 
could be reached between six months to a 
year’s time, reckons Asim Hameed Khan, 
a manager in the Shariah Compliance 
Department at Summit. “Once we are 
granted the approval from [the] SBP, 
we will carry out the due diligence right 
away and as soon as it is completed, we 
will start negotiations on the pricing 
and have a bett er valuation during the 
process,” Asim explained to IFN. While 
Summit’s intention to acquire Burj is still 
at a preliminary stage, he is “hopeful” 
that a win-win deal could be worked out.

Summit’s interest in Burj is part of the 
wider undercurrents in the Pakistani 
banking environment at the moment, 
as Islamic banks gear up to grab 20% of 
total market share by 2020. According 
to the SBP’s report, ‘Islamic Banking 
Bulletin September 2015’, the market 
share of Islamic banking assets and 
deposits in the overall banking industry 
stood at 11.2% and 13.1% respectively, as 
at the end of September 2015.

The two banks are not the only ones 
looking at a possible merger, with 
MCB Bank also expressing its interest 
to buy the operations of NIB Bank. In a 

fi ling with the Pakistan Stock Exchange 
in March this year, MCB’s company 
secretary Fida Ali Mirza disclosed 
that the bank and Fullerton Financial 
Holdings (a major shareholder of NIB) 
through its wholly-owned subsidiary 
Bugis Investments (Mauritius), were in 
preliminary non-binding discussions for 
the possible merger of NIB with and into 
MCB under the provisions of Section 48 
of the Banking Companies Ordinance 
1962. MCB operates an Islamic Banking 
Division that was established in 2003, 
with 34 Islamic branches nationwide.

In November 2015, Pakistan’s fi rst and 
largest Shariah bank, Meezan Bank 
(Meezan), acquired the single branch 
of HSBC Oman in the country and set 
in motion plans to convert its entire 
operations into a Shariah compliant 
mode under the guidance of Meezan’s 
Shariah Supervisory Board. The deal 
marks Meezan as the only bank in the 

country to have acquired three foreign 
banks, with the other two being HSBC 
Middle East and Societe Generale in 
Pakistan. Similar to its latest acquisition, 
Meezan had also fully converted the 
operations of both foreign banks from 
conventional to Islamic banking.

The obvious reason that lies behind the 
conversion att empt by conventional 
banks into Islamic is simply the growth 
potential of Shariah compliant fi nancing 
in Pakistan. “Conventional banks see that 
there is a lot of potential on the Islamic 
banking side with strong customer 
demand for Islamic products in their 
banking transaction[s], which is why 
they are exploring the Islamic space,” 
noted Ahmed Alli Siddiqui, the executive 
vice-president and head of product 
development and Shariah compliance at 
Meezan.

While the conversion plans of 
conventional banks is a welcome 
development for the Islamic fi nance 
industry, one might ask how long does 
it typically take to become fully-fl edged 
Islamic? In addition, why is there a need 
for conventional banks to merge with 
or acquire an Islamic bank for them to 
achieve their conversion goals?

“Typically, it takes around three years 
for a conventional bank to fully convert, 
though some would request to extend 
the deadline if they are facing diffi  culties, 
such as meeting the minimum capital 
requirement (MCR). What we are 
witnessing in the industry is that smaller 
banks are facing some diffi  culties after 
the SBP stipulated that banks will need 
to meet the MCR of PKR10 billion 
(US$95.37 million), and hence the 
stronger merger and acquisition activities 
in recent times. Merging with an Islamic 
bank also speeds up the process of 
conversion for conventional banks,” 
Ahmed explained.

While it may seem too early to tell if 
Pakistani banks will meet their 20% 
market share target in four years’ time, 
the fact that there is a strong pull toward 
Islamic fi nance with a strong customer 
demand for Shariah compliant fi nancial 
products suggests the country may be 
able to increase the number of dedicated 
Islamic banks beyond the current fi ve 
banks in the not-too-distant future.

Pakistani mergers and acquisitions: A growing traction toward 
Islamic inance

Smaller banks 
are facing 

some dif iculties 
after the SBP 
stipulated that 
banks will need to 
meet the MCR of 
PKR10 billion hence 
the stronger merger 
and acquisition 
activities. Merging 
with an Islamic 
bank also speeds 
up the process 
of conversion for 
conventional 
banks
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The Philippines is currently being 
swept away by the hype surrounding 
very diff erent, yet almost equally 
strong, presidential candidates as 
a colorful election looms. Yet amid 
the fervor (and controversies), the 
country’s Islamic fi nance and banking 
sector stands still. VINEETA TAN, 
however, writes that changes are 
imminent, and could potentially come 
sooner rather than later.

Bill on hold
Shariah banking and fi nance is almost 
none existent in the Philippines, a 
Southeast Asian Catholic country of 
almost 100 million, despite the fact that 
it is home to one of the oldest Islamic 
banks in the world, Al Amanah Islamic 
Investment Bank of the Philippines 
(AAIIBP). The country’s sole Islamic 
bank, however, is committ ed to change 
that: in August 2015, a bill was fi led to 
the parliament to provide the country of 
almost 14 million Muslims with a much-
needed regulatory Islamic banking 
framework that would pave the way 
for other players — both domestic and 
foreign — to enter the market. But the 
bill has been put on hold as the congress 
breaks for the election campaign 
season until May, casting doubts on the 
likelihood of the bill being approved.

“The bill is on hold at the moment but 
we expect it to be passed within the 
year post-elections,” assured Isidro 
Abas Sobrecarey, the chairman and CEO 
of AAIIBP, speaking to IFN. “We are 
optimistic about the passage of the bill 
as political candidates for this round 
are showing solid support to elevate the 
Filipino Muslim population and develop 
the country’s Islamic banking industry.”

Breaking the monopoly
The passing of the bill — engineered 
by AAIIBP and a host of international 
Islamic fi nance players including Bank 
Negara Malaysia, CIMB and Maybank 
— would essentially mean AAIIBP 
losing its monopoly in the Filipino 
market: a development most welcomed 
by Sobrecarey.

“Being a monopoly in this case is not 
conducive. As the only Islamic bank in 
the country, I am without options when 

it comes to investing my excess funds 
except to park them with the central 
bank and while that is a relatively 
stable investment but it is not enough,” 
explained Sobrecarey.

Pursuing privatization
Although dominating the (nascent) 
Islamic banking landscape of the 
Philippines, AAIIBP is deep in the 
red — it has not turned a profi t in 
its four decade-long history. Factors 
contributing to its negative fi nancial 
performance are intertwined and 
manifold and include the dearth of 
human capital, a lack of awareness by 
the Filipino public and the absence of 
enabling regulations. Sobrecarey, who 
assumed chairmanship of the state-
backed bank in May 2015, hopes to turn 
things around by privatizing the bank.

“The development of Islamic fi nance 
in the Philippines will very much 
depend on the private sector and that 
is the rationale behind us pursuing the 
privatization of Al Amanah,” elucidated 
Sobrecarey who revealed that there 
has been signifi cant interest by foreign 
players in the bank and that it is looking 
likely that the privatization exercise 
could be concluded within the next year.

With the privatization and passage of 
the potentially game-changing Islamic 
banking bill all seemingly within arm’s 
reach, the Philippines will be one 
interesting market to watch as these 
exciting developments unfold within the 
next 12 months.

Potentially game-changing Islamic banking developments 
brewing in the Philippines

We are 
optimistic 
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Decade-long sanctions have put Iran’s 
economy under a lot of pressure. With 
limited or no access to capital from the 
international community, domestic fi rms 
have to rely heavily on the debt-laden 
banking sector for funding. To ease the 
burden, the government is looking to 
stimulate and deepen its debt market by 
introducing newer Sukuk instruments. 
NURUL ABD HALIM explores.

Challenges
Financing activities in Iran have long been 
concentrated in the banking sector and 
when the country was under economic 
sanctions, banks were disconnected from 
the global fi nancial community, resulting 
in its economy stagnating and a high cost 
of funding for companies. 

“The main challenge is the rate,” 
conveyed Masoud Gholampour, a 
manager in the Research and Marketing 
Department at Novin Investment Bank 
(Novin IB), to IFN. “While the rate of 
infl ation has gone down to 11.5% from 
13%, which is a good sign, it has not 
impacted on the fi nancing rate with 
companies gett ing fi nancing at the rate 
between 25-27% with this percentage (the 
infl ation rate),”added Masoud.

On the other hand, capital market 
fi nancing in Iran as opposed to the 
banking sector is still at its infancy. 
According to data by Novin IB, only 7.6% 
of total fi nancing in the 2013-14 fi scal 
year was from the capital market (via 
capital increases, IPOs and corporate 
Sukuk). 

While there may be fundraising activities 
involving Sukuk up until now, the 
simplicity of the mechanism, opined 
Majid, becomes one of the challenges 
facing the debt market. “We do not 
have a developed [Sukuk] mechanism 
for fundraising,” said Majid Pireh, a 
senior Islamic fi nance expert at the 
Securities and Exchange Organization 
of Iran (SEO), adding that: “To solve 
this problem, we need to diversify and 
introduce new [Sukuk] mechanisms.” 

New Sukuk facilities
Seeking an alternative to existing Sukuk 
off ered in the market to diversify the 
choices of funding for companies, the 
SEO together with the Ministry of 
Economic Aff airs and Finance and other 
regulators are in talks to introduce a new 
Sukuk facility known as the Manfaat 
Sukuk. “[We] are working toward 
introducing [a] new regulation for the 
new type of Sukuk [Manfaat Sukuk] and 
hopefully in the near future it will be 
fi nalized,” hoped Majid. Manfaat Sukuk 
is an Ijarah structure whereby investors 
are entitled to the rights to use the service 
or benefi t (usufruct) of an asset and 
issuers will be able to generate income by 
capitalizing on their assets. 

“Manfaat is the type of Sukuk relating to 
the benefi t of fi nancial assets in the future 
[and] these benefi ts are securitized,” 
explained Masoud. Seeing an increasing 
traction toward capital market fi nancing 
in recent years, Masoud also foresees 
that the government would be the fi rst to 
issue Sukuk using the new instrument. 
In early March, the Ministry of Economic 
Aff airs and Finance revealed its intention 

to issue Manfaat Sukuk utilizing state 
immovable assets and properties. 

Besides this new exciting development, 
the Islamic Republic also made several 
debut Sukuk issuances utilizing 
instruments such as Istisnah and treasury 
bills. In September 2015, Iran witnessed 
the issuance of its fi rst treasury bills in 
the amount of US$300 million and two 
months later, Novin IB fl oated Sukuk 
Istisnah worth IRR1.62 trillion (US$53.62 
million) on behalf of Tose’e Melli Mining 
and Industries Company. Novin IB also 
facilitated the sovereign’s fi rst public 
debt securities in the form of Sukuk 
Ijarah worth IRR5 trillion (US$165.49 
million) in March 2016. 

“[The] Shariah board has so far approved 
14 fi nancing instruments and this type of 
Sukuk [Manfaat Sukuk] will add value 
to the market as it will open up avenues 
for companies to fi nance their working 
capital,” added Masoud. 

Outlook
The potential introduction of Manfaat 
Sukuk is a recent development in 
Iran’s capital market that demonstrates 
concerted eff orts by the government, 
authorities and industry players to 
butt ress its fi nancial market and develop 
the Sukuk market. 

With the addition of a new instrument to 
the repertoire of Sukuk in the capital 
market, it is expected that more 
companies will choose Sukuk as a 
fundraising vehicle and rely less on the 
heavily indebted banking sector.

Iran gradually shifts to capital market inancing with new 
Sukuk instruments
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The global Takaful sector has had 
impressive growth over the past 10 
years and gross writt en contributions 
are expected to reach US$20 billion 
by 2017, according to AM Best. In its 
latest report on the Takaful sector 
in Malaysia and the Middle East, 
the rating agency wrote that the 
vast majority of contributions to the 
Takaful sector will come from the 
Southeast Asian nation and Saudi 
Arabia, with the UAE also poised to 
become a key growth area. DANIAL 
IDRAKI dissects the main fi ndings of 
AM Best’s report.

In its new report, ‘The Dynamics of 
Takaful Markets of the Middle East and 
Malaysia: Similar Models, Diff erent 
Approaches, Contrasting Fortunes’, 
AM Best examined the diff erences 
between Takaful operators in the two 
markets, and found that despite having 
a lower Muslim-majority population 
and fewer Takaful companies, Malaysia 
managed to reach nearly 15% of Takaful 
penetration rates, compared to the 
Middle East’s 8% as of 2014. Malaysia 
has 11 Takaful companies with Muslims 
making up 60% of the country’s 
population, while the Middle East has 
42 companies with an average of 92% of 
its residents being Muslim.

One of the key reasons for Malaysia’s 
stronger penetration rate is its earlier 
development of Takaful specifi c 
regulation, and AM Best believes that 

regulation is considered an important 
factor in the growth of any industry, 
as it provides a level of security and 
confi dence for both shareholders and 
clients to actively participate in its 
development. “The lack of appropriate 
Takaful regulation in the Middle East has 
hindered its growth and presence in the 
region,” the report noted.

In addition, very few Takaful companies 
in the Middle East make surplus 
distributions or provide discounts 
to policyholders, on top of running 
increasing defi cits in policyholders’ 
funds caused by a combination of 
poor underwriting performance and 
excessively high Wakalah fees. “Many 
Malaysian Takaful operators, in contrast, 
have distributed surpluses to their 
customers, which has helped retain 
cedents and set themselves apart from 
conventional insurers,” AM Best wrote.

A further explanation for the slow 
growth that is plaguing Middle Eastern 
Takaful companies is the distribution 
networks it utilizes, with Takaful 
products in the region being sold 
primarily through broker and agency 
distribution channels, which places 
pricing as the key purchase consideration 
for potential customers. 

Malaysia, on the other hand, uses 
bancaTakaful as the key distribution 
channel for its products, which allows 
Takaful operators to tap into existing 
customer bases of Islamic banks. “Given 
the higher penetration of Islamic banking 
in the Middle East, Takaful operators in 

the region are depriving themselves of 
this important distribution channel,” the 
report noted.

AM Best continued to explain that one of 
the key drivers of insurance profi tability 
for Malaysian operators is the strong 
returns that the Family Takaful portfolios 
produce, which makes up 72% of the 
country’s Takaful portfolio. In contrast, 
the Middle East only has only 12% of 
Family Takaful in its portfolio. 

“For Family Takaful to develop into a 
major revenue stream, operators will 
need to increase awareness for their 
products and their associated long-term 
benefi ts,” AM Best suggested, adding 
that changes in the economic landscape 
of Middle Eastern countries due to falling 
oil prices may drive down social security 
benefi ts for its population.

A key component of the report’s 
methodology in rating Takaful products 
is for companies to demonstrate a 
good balance of earnings between the 
policyholders’ and shareholders’ funds, 
that is considered as more stable and 
could potentially achieve higher credit 
ratings. 

“The lack of profi t- sharing mechanisms 
and excessive Wakalah fees in the 
Middle East ensure the shareholders 
often benefi t at the expense of 
policyholders. Therefore, while 
policyholder funds in the Middle East 
continue to report losses, in many cases, 
shareholder profi ts continue to rise,” 
A.M. Best explained.

Malaysia leads the way in Takaful penetration rate
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Takaful to 

develop into a 
major revenue 
stream, operators 
will need to 
increase awareness 
for their products 
and their associated 
long-term 
bene its



10© 13th April 2016

IFN REPORTS

The UK is the European investment 
darling for Islamic investors when it 
comes to real estate but another kid on 
the block is vying to take that place: 
Germany. VINEETA TAN observes 
that the Western European nation is 
fast becoming the preferred Shariah 
property investment destination for 
Muslim investors.

Projected to capture some US$145 billion 
over the next eight years (according 
to CBRE), Europe has long been a 
real estate investment favorite among 
Middle Eastern investors with the UK 
being a prime focus; however, more 
Islamic investors are putt ing their money 
in German assets. German property 
investment fund manager Greenman 
Investments, which manages a portfolio 
of around EUR279 million (US$318.25 
million), is one of the latest to capitalize 
on the growing Middle Eastern 
demand: the fi rm recently concluded 
the fi rst closing of its Shariah compliant 
Greenman IncomePRO fund in the 
amount of EUR31 million (US$35.36 
million).

“We believe that the successful raising 
of equity for Greenman IncomePRO is a 
positive indication of the strong interest 
among institution investors for German 
retail properties,” affi  rmed CEO John 
Wilkinson.

The fund, launched in 2015, is in 
collaboration with London-based 
RiverCrossing Capital, an Islamic fund 
manager with almost US$7.8 billion 
of assets under management which 
services the ultra wealthy of the Gulf 
and Southeast Asia. The partnership 
between the two entities also marks 
Greenman’s broadening approach to 
tap the lucrative Middle Eastern market 
beyond its primary target markets: Irish 
private wealth investors and European 
institutional investors. 

The money raised from the IncomePRO 
fund will be used to acquire three 
German retail properties, allowing 
investors high exposure to Germany’s 
food retailers; total investment will 
amount to approximately EUR70 million 
(US$79.85 million).

“Greenman funds off er our investors 
the opportunity to invest in retail 
properties in Europe’s strongest economy 
and to generate att ractive ongoing 
returns,” explained Asim Zafar, CEO 
of RiverCrossing, who indicated that 
there would be more Shariah compliant 
investments into the German real estate 
market via this collaboration. “We are 
confi dent that this is the fi rst of several 
deals between Greenman and ourselves.”

Along with the rest of continental 
Europe, Italy, France and Spain, 
Germany is anticipated to att ract some 
US$60 billion in Middle Eastern 
investments by 2024 according to CBRE 
fi gures and industry participants expect 
Shariah dollar to factor in more 
prominently. Last year, UK Shariah 
compliant real estate investment 
specialist 90 North acquired a retail 
property outside of Dusseldorf for 
EUR51 million (US$58.18 million) 
following its fi rst German acquisition at 
the end of 2014 while Saudi Arabia’s 
SEDCO Capital followed by investing 
into a mixed-used portfolio comprising 
mostly Berlin assets.

Make way for Germany — the new Islamic investment favorite 
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Strong developments are unfolding 
in the two Islamic Southeast Asian 
nations of Malaysia and Indonesia in 
the sovereign issuance space, and set 
to excite the market. DANIAL IDRAKI 
brings you the latest updates.

Malaysia
Malaysia plans to issue as much as 
US$1.5 billion-worth of global Sukuk, 
with expected maturities of 10 and 
30 years. Proceeds from the issue will 
be used to refi nance US$1.2 billion 
Shariah compliant debt due in July, 
and marketing of the notes reportedly 
began on the 11th April. Fitch assigned an 
‘A-(EXP)’ rating to the sovereign global 
Sukuk, which is in line with the country’s 
long-term foreign currency issuer default 
rating of ‘A-’ with a stable outlook, 
according to a statement. Separately, 
Moody’s in a statement announced that 
it assigned the provisional rating of ‘(P)
A3’ to the same US dollar-denominated 
trust certifi cates. The assigned rating is 
at the same level as the long-term local 
and foreign-currency issuer ratings of the 
government.

The government of Malaysia’s RM3.5 
billion (US$892.12 million) GII 
Murabahah facility which was issued 
on the 8th April was oversubscribed by 
2.69 times, after receiving bids of RM9.4 
billion (US$2.4 billion) from 327 bids, a 
fi ling with Bank Negara Malaysia (BNM) 
shows. The Malaysian government 
had issued the GII Murabahah with a 
maturity date in 2023, and BNM had 
said that it may purchase up to 10% of 
the issuance size. This latest issuance 
came after the central bank had issued 
RM4 billion (US$1.02 billion)-worth of 

GII Murabahah last month, which had 
att racted RM12.8 billion (US$3.25 billion) 
in total incoming bids.

Indonesia
NASDAQ Dubai listed two Sukuk by the 
government of Indonesia with a total 
value of US$2.5 billion, according to a 
statement. Meanwhile, the Indonesian 

government received IDR13.25 trillion 
(US$1 billion) in bids from the auction of 
its sovereign Sukuk held on the 5th April 
2016, which saw the sale of fi ve securities 
(SPN-S 06102016 and four project-based 
Sukuk series), and awarded IDR5.79 
trillion (US$438.3 million), according to 
an announcement on the Ministry of 
Finance’s website.

Upcoming sovereign Sukuk
Country Amount Expected date

Malaysia US$1.5 billion 2016
Oman TBA Second quarter 
Hong Kong TBA TBA
Egypt TBA TBA
Iran IRR60 trillion 2016
Nigeria TBA May 2016
Jordan JOD250 million Second quarter of 2016
Pakistan TBA Second quarter of 2016
Egypt TBA 2015/16 fi scal year
Kazakhstan TBA 2016
Kenya TBA 2016
South Africa TBA 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 KWD1 billion 2016

Sovereign Sukuk: Southeast Asia to the fore 
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Regulatory landscape
Islamic banking and fi nance have been 
available in Kuwait since the 1970s with 
the creation of its maiden fully-fl edged 
Shariah bank, Kuwait Finance House 
(KFH), which opened its doors in 1977. 
Islamic banks are regulated under Law 
No 30 of 2003 under the purview of the 
Central Bank of Kuwait. The regulation 
was expanded with a new section 
regarding Islamic banks in the third 
part of Law No 32 of 1968 concerning 
currency, the Central Bank and the 
Organization of Banking Business.

Sukuk
The Capital Market Authority (CMA) in 
November 2015 issued new regulations 
on Sukuk in a bid to spur the lackluster 
Kuwaiti Sukuk market. The CMA Law, 
which amended the Kuwaiti Companies 
Law 10/2012, removed the restriction on 
the size of a Sukuk program a company 
may issue and also provided greater 
clarity on issuance including in the area 
of structuring and governance.

To date, there have been few activities in 
the Sukuk market: the State welcomed 
its fi rst corporate Sukuk issuance in 
2005 – a US$100 million paper printed by 
the Commercial Real Estate Company. 
Since the new rules took eff ect however, 
a number of institutions have come 
forward with plans to tap the Islamic 
debt capital markets including: Boubyan 
Bank with a US$250 million facility 
before the end of April 2016, and state-
backed Kuwait Petroleum Corp and KFH 
with either a Tier 1 or Tier 2 capital-
boosting program. KFH in 2015 issued a 
RM300 million (US$76.47 million) Sukuk 
Ijarah paper via its Turkish arm and 
has plans to issue another Tier 2 paper 
through the same outfi t in 2016.

The State — which is facing a KWD12.2 
billion (US$40.38 billion) budget defi cit 
due to low oil prices — is also exploring 
the possibility of narrowing the defi cit 
via Sukuk. The timing of the capital-
raising exercise has yet to be confi rmed 
but the Ministry of Finance in April 2016 
reportedly invited banks to arrange a 
KWD2 billion (US$6.62 billion) issuance 
which will comprise equally of Islamic 
and conventional bonds.

Banking and inance
While impacted by weaker oil prices, the 
Kuwaiti banking sector began to recover 
in 2015 bolstered by growing revenues 
and lesser provisions as compared to 
previous years. According to KFH, total 
net profi t for the banking sector (for 
the fi rst three quarters of 2015) jumped 
11.8% year-on-year with return on 
shareholders’ equity hovering at 9.9%.

Six out of the 22 banks in Kuwait are 
fully-fl edged Islamic (including one 
foreign bank): Ahli United Bank (AUB), 
Boubyan Bank, Kuwait International 
Bank, KFH, Warba Bank and Al Rajhi 
Bank of Kuwait. KFH in 2015 expanded 
its foreign footprint with the launch 
of Kuwait Turkish Participation Bank 
in Germany — the fi rst fully-fl edged 
Islamic bank in the eurozone nation. 
The Commercial Bank of Kuwait which 
announced plans to convert itself into 
being fully Shariah compliant by 2014 
has yet to complete its transformation.

Takaful
Takaful in Kuwait is regulated by the 
Ministry of Commerce and Industry 
in accordance with Law No 24 of 1961 
(Kuwait insurance law), with litt le 
recognition or provision of Islamic 

insurance as a distinctive type of 
insurance. There are at least a dozen 
Takaful operators in the country. 
According to latest fi gures provided 
by EY, Kuwait accounted for 2% of 
the Takaful market share in the GCC 
(2014) and EY forecasted the country 
to generate US$208 million in gross 
Takaful contributions.

Asset management
Kuwait has a vibrant Islamic asset 
management industry. According to 
data from the Central Bank of Kuwait, 
there are 113 investment funds in 
Kuwait with 50 of them compliant to 
Shariah principles, and the market is 
poised for further growth.

In the fi rst quarter of 2016, several fund 
managers voiced their intentions to 
launch new Islamic funds including 
Boubyan Capital Investment Company 
(which received approval to establish 
the Boubyan Multi Asset Holding 
Fund) and NBK Capital which has been 
licensed to market 20 million units of the 
Islamic Equipment Leasing Fund 5 as a 
private marketing facility in Kuwait.

As of the 13th September 2011, the 
regulation of investment funds was 
transferred from the Central Bank to the 
CMA in accordance with Law No 7 of 
2010 concerning the establishment of the 
CMA and the Regulation of Securities’ 
Activity.

Outlook
As the domestic landscape becomes 
more competitive, Kuwaiti players are 
looking outward for opportunities: as 
demonstrated by KFH strengthening 
its global footprint in the eurozone 
and Boubyan Bank also considering 
international expansion.

The rather quiet Sukuk market is also 
anticipated to receive a boost with the 
new regulations in place as well as the 
new low oil prices which observers 
suggest would compel entities to tap the 
Islamic capital markets to fund their 
operations.

Kuwait: Continuing solid momentum
With a growing Islamic banking industry and an expanding Shariah funds market along with the implementation 
of regulation designed to spur the Islamic fi nance industry, the Kuwaiti Shariah fi nance market seems poised for 
further growth. VINEETA TAN takes a closer look at the landscape.

Table 1: Kuwaiti banks’ fi nancial performance in KWD

Net profi t 2015 Net profi t 2014 Total assets 2015 Total assets 2014

AUB 42.81 million 47 million 3.9 billion 3.6 billion

Boubyan 35.2 million 28.2 million 3.13 billion 2.65 billion

KIB 16.08 million 13.74 million 1.79 billion 1.66 billion

KFH 145.8 million 126.5 million 16.53 billion 17.18 billion

Warba 1 million 115,000 776.1 million 594.8 million

Source: Respective banks’ 2015 annual report



13© 13th April 2016

ANALYSISIFN SECTOR ANALYSIS
ACCOUNTING & TAX

AAOIFI
Given the diff erent structure of Shariah 
compliant transactions to that of 
conventional fi nancing, the accounting 
standards may vary especially with the 
diff erent regulatory environment of each 
jurisdiction in which the accounting 
practice is being adopted. Streamlining 
accounting practices across the Islamic 
fi nancing world, however, is being 
exemplifi ed by Bahrain-based AAOIFI, 
as it has more than 200 institutions from 
across 40 countries as members. 

AAOIFI’s accounting standards have 
been made part of mandatory regulatory 
requirements in jurisdictions such as 
Bahrain, Jordan, Oman, Qatar, Sudan 
and Syria, and adopted by the IDB. In 
addition, the institution’s accounting 
standards have also been used as the 
basis of national accounting standards in 
Indonesia and Pakistan, while in other 
jurisdictions including Brunei, Egypt, 
France, Kuwait, Lebanon, Malaysia, 
Saudi Arabia, South Africa, the UAE 
and the UK, AAOIFI accounting 
standards have been used voluntarily 
as the basis of internal guidelines by 
leading Islamic fi nancial institutions.

In January, the Securities and 
Exchange Commission of Pakistan 
adopted AAOIFI’s Shariah standards 
numbers 3, 8, 9 and 13 as it att empts to 
standardize and harmonize Shariah-
related matt ers of Islamic fi nancial 
institutions under its regulation and 
supervision. More recently in February, 
AAOIFI announced that it will reissue 
the ‘Requirements of Conversion 
from Conventional to Islamic Banks 
and Financial Institutions’ standard 
following a resolution made by the 
Shariah board regarding the re-drafting 
of the existing Shariah Standard number 
6 (‘Conversion of Conventional Banks to 
Islamic Banks’), with an exposure draft 
to be submitt ed to the subcommitt ee in 
April 2016.

Africa
Following South Africa’s successful fi rst 
sovereign Sukuk in 2014, signifi cant 
changes have been brought about to 
the country’s legislation and in 2015, 
proposals to amend the taxation 
legislation that governs specifi c elements 
of Murabahah and Sukuk were made to 
include listed companies.

Russia
Russia has also been tremendously 
active in negotiating for the amendment 
of the Federation’s legislation in order 
to facilitate Islamic fi nance, with 
discussions having reached the country’s 
parliament to look into ways that would 
neutralize the tax eff ect of conducting 
Shariah compliant fi nancial transactions.

In October 2015, the Central Bank of the 
Russian Federation created a working 
group to study the regulatory and 
institutional arrangements and capacity 
to provide Islamic banking services 
in Russia. Under the guidance of the 
Central Bank’s fi rst deputy chairman, 
Alexei Simanovsky, a project roadmap 
was drafted for the development of 
partner banking and related fi nancial 
services in Russia for 2016-17.

MENA region
Morocco’s Budget Bill 2016 introduced 
new amendments related to Islamic 
products to ensure tax neutrality 
between Islamic banks and conventional 
banks and not to favor one category 
over another. The amendments focused 
exclusively on real estate transactions 
fi nanced through Murabahah and Ijarah, 
with the rate of value-added tax set at 
10% of the margins for both structures, 
which will reduce the cost of fi nancing 
and encourage customers to subscribe to 
Islamic banking products. Furthermore, 
social housing fi nanced by Murabahah 
and Ijarah will be subject to the same 
advantageous tax conditions applied to 
conventional banks. 

The UAE is studying the possibility of 
introducing corporate tax and is in the 
initial stages of examining the social 
and economic impact of such a tax, 
The National reported, quoting Obaid 
Humaid Al Tayer, the minister of state 
for fi nancial aff airs in February this 
year. The emirate is set to introduce 
value-added tax (VAT) at a rate of 5% 
beginning the 1st January 2018. Obaid 
also added that a GCC-wide framework 
for VAT is expected to be concluded by 
June and GCC countries have until the 1st 
January 2019 to implement the levy. 

Asia
In December 2015, a chartered accounting 
fi rm in Pakistan urged the Federal Board 
of Revenue to issue a clarifi cation that 
no special treatment — either positive 
or negative — would be given to Islamic 
banking vis-a-vis conventional banking 
for taxation purposes. According to the 
Business Recorder, the fi rm requested 
Ishaq Dar, the minister of fi nance, to look 
into the matt er and to issue the necessary 
directions for an amicable resolution 
as it purports that there has been 
misinterpretation of the tax law.

In October 2015, the Indonesian 
government said that it will introduce 
a new tax incentive, which will be 
regulated under the Ministry of Finance’s 
regulation No.191/PMK.010/2015, 
to encourage companies to revalue 
their assets and improve their equity, 
according to The Jakarta Post. Under the 
new policy, the minimum debt-to-equity 
ratio is set at 4:1 for the 2016 fi scal year.

Conclusion
The issue of taxation for Islamic fi nance 
transactions remains one of the most 
relevant to investors and governments, 
as the growth of the Shariah compliant 
fi nance industry in new markets and the 
increasing demand for cross-border 
transactions calls for a more effi  cient tax 
framework for the eff ective 
implementation of the industry.

Accounting and tax in Islamic inance: A focus 
on facilitating transactions
The rapid growth of the Islamic fi nance industry calls for more eff ective regulations that would facilitate Shariah 
compliant transactions. While activities are gaining momentum as investors and players alike begin to notice the 
vast potential of Islamic fi nance, where does the industry stand in terms of having legislation that caters to the 
methods of taxation and accounting standards? DANIAL IDRAKI examines recent developments in this space.
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CASE STUDY

Dubai Islamic Bank
US$500 million 3.6% trust certifi cates 

due 2021

Pricing: 22nd March 2016
Issue date: 30th March 2016
Maturity: 30th March 2021

Issuer DIB Sukuk 
Obligor Dubai Islamic Bank (DIB)
Size of issue US$500 million
Mode of issue Under the bank’s 

existing US$2.5 billion 
trust certifi cate issuance 
program

Purpose General business purposes
Tenor Five-year
Issuance price 100% p.a.
Profi t rate 3.6%
Payment Semi-annual
Currency US dollars
Maturity date 30th March 2021
Joint lead 
manager(s) 
and joint 
bookrunner(s)

Bank ABC, DIB, Emirates 
Islamic, HSBC, National 
Bank of Abu Dhabi, Sharjah 
Islamic Bank and Standard 
Chartered Bank 

Governing law English and UAE law
Legal 
advisor(s)/
counsel

Issuer counsel: Allen & 
Overy
Manager counsel: Cliff ord 
Chance

Listing Irish Stock Exchange and 
NASDAQ Dubai

Underlying 
assets

Financial contracts of the 
bank

Rating ‘Baa1’ (Moody’s)/’A’ (Fitch)
Shariah 
advisor(s)

Fatwa and Shariah 
Supervisory Board of 
DIB, Executive Shariah 
Committ ee of HSBC 
Saudi Arabia and Shariah 
Supervisory Committ ee of 
Standard Chartered Bank

Structure Sukuk Wakalah
Tradability Standard secondary 

trading
Investor 
breakdown

Geography:
62% Middle East
18% Asia
20% Europe
Type:
43% banks
35% fund managers
16% supranationals/agency
6% private banks/insurance

Face value/
minimum 
investment

Minimum denominations 
of US$200,000 and integral 
multiples of US$1,000 in 
excess thereof

After a four-month hiatus, Dubai 
Islamic Bank (DIB) in late March 2016 
rejuvenated the GCC’s Sukuk market 
via the successful issuance of US$500 
million-worth of trust certifi cates due 
2021. Speaking to Dr Adnan Chilwan, 
DIB’s group CEO, NURUL ABD 
HALIM provides an account of the 
landmark deal.

The transaction was based on the 
Wakalah structure as it not only 
provides DIB with the fl exibility to 
select a mix of fi nancial assets for each 
drawdown, but also its familiarity to 
Islamic investors, which enabled the 
bank to att ract a wider pool of investor 
base. No other other structures were 
considered as the issuance was a 
standard drawdown off  a program.

With the orderbook closing at 
US$1.2 billion, representing 2.4 times 
oversubscription, the latest Sukuk 

installment was very well received, 
enthused Dr Adnan. In terms of investor 
breakdown, the Middle East accounted 
for 62% of the issuance size, whereas 
international investors (Asia and Europe 
combined) took home 38%. “With this 
off ering, the bank was able to diversify 
its sources of funding as well as further 
manage its asset liability mismatch,” 
added Dr Adnan. 

Commenting on the challenges, Dr 
Adnan was referring to the increased 
volatility in the market at the outset of 
2016, which rendered both issuers and 
investors cautious in navigating the 
market as the low oil price environment 
has taken a toll on the region’s onshore 
liquidity. “As such, it was highly 
important for a ‘strong name’ to open 
up the market successfully, not only 
for DIB, but for the regional banking 
sector,” Dr Adnan relayed.

Marking the reopening of the US dollar 
Sukuk market for the GCC’s Islamic 
banking sector, the off ering also assisted 
in the development of the global Islamic 
fi nance industry by establishing a liquid 
and effi  cient benchmark (in the context 
of limited US dollar Sukuk supply 
globally) for other global and regional 
peers. 

Issued under DIB’s US$2.5 billion trust 
certifi cate issuance program, the Sukuk 
facility, which is the third series, carries 
a rating of ‘Baa1’ and ‘A’ by Moody’s 
and Fitch respectively. The bank’s fi rst 
drawdown off  the program was the 
US$500 million Sukuk in May 2012 
followed by the US$750 million Sukuk 
in June 2015. 

“The bank’s Sukuk pipeline for the fi rst 
half of 2016 continues to look positive as 
clients seek to issue through the Sukuk 
format to garner additional liquidity 
while simultaneously driving down the 
new issue premiums given the larger 
investor base,” said Dr Adnan. 

DIB’s US dollar Sukuk — 
opportunity within volatility

The bank’s 
Sukuk pipeline 

for the irst half 
of 2016 continues 
to look positive 
as clients seek to 
issue through the 
Sukuk format to 
garner additional 
liquidity while 
simultaneously 
driving down the 
new issue premiums 
given the larger 
investor 
base



15© 13th April 2016

COLUMN

By Mohammed Amin, an Islamic fi nance 
consultant and former tax partner at PwC in 
the UK.

As Islamic fi nance develops, it needs 
to cater to the totality of individuals’ 
fi nancial needs. One of these is 
retirement provision. In conventional 
fi nance, recent decades have seen a 
big swing away from private sector 
employers off ering defi ned benefi t 
pension schemes, which promise a 
defi ned amount of pension, often linked 
to fi nal salary. Employers have realized 
that these create too much risk for 
them; a company’s role is to run a 
profi table business, not to take 
on fi nancial pension risks 
which run for decades.

The trend in the private 
sector is toward defi ned 
contribution schemes. 
These typically involve 
contributions into a 
pension fund being made 
by the employee and the 
employer which are tax-
deductible, followed by the 
investment of the fund over 
the employee’s working life, 
typically growing tax-free, and 
then retirement. The key question 
is what to do with the fund on 
retirement. Conceptually, there are 
three alternatives.

The fi rst is to take out the entire 
lump sum from the pension scheme. 
However, if allowed at all by the 
applicable law, this may involve 
prohibitive tax costs. It still leaves 

open the question of what to do with the 
lump sum afterward.

The second alternative is to leave the 
fund invested and to make periodic 
cash withdrawals as the retiree requires 
money to spend. That is what I have 
done with my own defi ned contribution 
pension arrangements since I retired.

The third alternative is to use the 
accumulated defi ned contribution 
pension fund to purchase an annuity. 
The annuity vendor (typically a large 

insurance company) contracts to pay 
the retiree an annuity for the 

remainder of his life. One can 
choose to have the annuity 
continue for the retiree’s 

widow’s life. The 
annuity may be level, 
may increase at a fi xed 
rate or may be linked 
to an infl ation index. 

All of these options 
are, of course, refl ected 
in the annuity’s initial 
pricing. Annuities are 

particularly appropriate 
for individuals with 

relatively lower pension 
fund amounts or other 

savings who cannot aff ord to 
have the continuing investment 
risk throughout retirement 
which the second alternative 
entails.

For Shariah compliant defi ned 
contribution pension funds, one 

requires a Shariah compliant 
solution for each of the 

lifetime stages mentioned previously. It 
is relatively straightforward to set up a 
Shariah compliant defi ned contribution 
scheme into which individuals and their 
employers can pay. It is also relatively 
straightforward to provide Shariah 
compliant alternatives to invest the 
defi ned contribution pension fund until 
retirement, for example, using Shariah 
compliant mutual funds and Shariah 
compliant Sukuk funds.

The area where the market presently 
appears defi cient is the provision of 
Shariah compliant annuities. When 
writing on Islamic fi nance, I always 
leave Shariah issues to others. However, 
I expect that it should be possible to 
manage the key actuarial risk, namely 
longevity risk, using the same Takaful 
concepts applied in the provision of 
Shariah compliant life insurance. 

However, there is an economic challenge 
for potential providers of Shariah 
compliant annuities. To match the risks 
of the annuities they will sell, they 
need to be able to purchase very long-
dated investments, such as Sukuk, with 
matching characteristics. This requires 
governments or corporates to issue very 
long-dated fi xed rate Sukuk and indeed 
also very long-dated index-linked Sukuk 
if we are to see the growth of a market 
in Shariah compliant infl ation-linked 
annuities.

The positive side is that if this market can 
develop, it will off er Sukuk issuers very 
long-term funding at potentially 
att ractive rates.

A letter from Amin

Highlights:
• Know and understand Basel I, II and III as they relate to 

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

BASEL III & IFSB REGULATIONS
FOR ISLAMIC FINANCIAL INSTITUTIONS

3rd – 5th May 2016, Kuala Lumpur

w w w. R E D m o n e y t r a i n i n g. c o m
e n q u i r y @ r e d m o n e y t r a i n i n g. c o m  
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RISK MANAGEMENT

By Dr Ken Baldwin

I thought it was time to write about a 
risk that is considered very diffi  cult to 
measure: operational risk. Operational 
risk, as we defi ne it, is the risk arising 
from failed people, systems and 
processes. 

There was at least one time in the 
past, when Barings Bank collapsed in 
February 1995 due to immense hidden 
losses allowed to accrue due to a failure 
in operational risk management, that 
operational risk was thought to be the 
new biggest enemy of banks, expected 
even to surpass credit risk. 

However, as we know, that may or may 
not be true at the individual bank level, 
but the global fi nancial crisis reasserted 
the position of credit risk as a menace 
not to be underestimated at the systemic 
level, not least because of the complex 
fi nancial instruments which can amplify 
credit risk and endanger the entire 
fi nancial system.

Adherence to sound internal controls 
can ensure most operational risk is well 
managed. However, while systems 
and processes reveal themselves easily, 
people most defi nitely do not, especially 
when personal incentives are involved. 

Information asymmetry involves 
situations when personal agenda 
confl icts with corporate agenda. The 
basic premise of economic theory in this 
area is to accept that people are self-
seeking. Then, incentives are managed 
so as to minimize the cost of ignorance 
to the fi rm of an individual’s private 
actions, ie actions which cannot be 
observed by others.

My question in the article concerns how 
information asymmetry brings about 
higher operational risk in Islamic banks, 
and in particular, matt ers concerning 
Shariah non-compliance. There appear 
to be several ways in which such 
asymmetries could work against a 
bank, and in particular, the interests of 
stakeholders such as shareholders and 
bank investors. 

If products are approved by only 
a small body of Shariah scholars, 
and approval, for example of a new 
fi nancial instrument, is in the interests 
of bank employees whose personal 
remuneration or work prospects 
would be positively aff ected, then bank 
employees have an incentive to only 
reveal select information to Shariah 
scholars who approve the products. 

Additionally, Shariah scholars 
themselves, who are few in number and 
have very litt le time to invest in Shariah 
due diligence of a product, may not be 
able to prevent proposals from being 
approved, which should have been 
rejected.

One of the operational risk safeguards 
around this is a bank’s own internal 
Shariah compliance review. This is an 
additional layer which should reduce 
the risk of such operational risk failures. 
However, it is impossible to ring 
fence any internal Shariah compliance 
offi  cer from the rest of the bank, and in 
particular the business units, which can 
at times be very persuasive in explaining 
how their deals are structured or why 
it is that a proposal of theirs should be 
approved. 

So, like the risk manager, the Shariah 
compliance offi  cer needs independence 
and ‘teeth’. The Shariah compliance 
offi  cer needs to be able to say no, 
which is not always straightforward, 
essentially because whether or not a 
product is Shariah compliant is often 
subject to considerable debate. 

However, while this subjectivity may 
at fi rst glance seem like a problem, it 
is also part of the solution, since if it is 
so subjective as to whether a Shariah 
principle has been violated, then surely 
this could remain contentious long 
enough to stave off  accusations of 
impropriety.

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

Operational risk management and 
Shariah non-compliance
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LEASING

By Youssef Aboul-Naja

In today’s world, customizability is the 
name of the game. Coincidentally, if one 
were to analyze the DNA of leasing, one 
would be impressed by its extensibility. 
The following are three trends, out of 
many, that leasing companies should 
incorporate within their operations:

1. Big data
This term has been fl oating around for 
some time now, and what it means is: 
“Data sets that are so large or complex 
that traditional data processing 
applications are inadequate [to analyze].” 
In today’s leasing practices, collected data 
is generally reactive (defensive) in nature, 
for example, GPS tracking information. 
Though such data is important, 
companies should strive to identify and 
collect data that is proactive; in other 
words, data that would anticipate a 
lessee’s future preferences. Once such 
forward-looking data is obtained, leasing 
companies will be able to bett er tailor 
their leases in accordance with their 
client’s needs. 

Take for example the supermarket 
industry. It has harnessed the power 
of big data to customize the contents 
of weekly promotional fl yers relative 
to a customer’s purchase history. In 
one incident, a supermarket chain in 
New York fi gured out that a lady was 
pregnant, and subsequently mailed 
her baby-oriented promotions, before 
she even knew of the fact; the lady was 
purchasing beauty products bought 
mostly by pregnant women. Imagine 
how such insightful data can add benefi t 
to the leasing industry. 

2. Crowdfunding
When leasing companies require 
funding, they usually revert to banking 
facilities or an injection of additional 
equity. Considering the higher costs 
associated with equity, banks become 
the only available avenue. But there is 
yet another option seldom exercised 
by leasing companies, which is 

crowdfunding. With technology’s rapid 
advancements, securitizing transactions 
via internet-mediated registries could not 
be any simpler, albeit leasing companies 
should be allowed by its operational 
jurisdiction to perform such an activity. 
Securitizing a company’s portfolio via 
crowdfunding is likened to lease-rental 
bonds or Sukuk Ijarah, but targeting the 
masses. As such, leasing companies may 
access cheaper funds while diversifying 
investment options for individuals.

3. Cycle economy 
This topic has been discussed thoroughly 
in a previous article titled ‘Circular 
economy and Islamic fi nance: An Ijarah 
way forward’ (See Special Report Vol 12 
Issue 37), but basically individuals are 
seeking consumption-type models, a pay-
for-what-you-use approach. Suppliers 
who are a bit more open-minded, and 
provide such fl exibility, are outpacing 
their competitors. Examples that come 
to mind include automakers’ car-
sharing programs, Xerox photocopying 
machines, soft drink machines, Desso’s 
carpet-sharing program, IKEA’s 
secondhand goods service, Philips’s 
pay-per-lux model, etc. The heart of the 
cycle economy is the leasing model. As 
such, leasing companies are encouraged 
to reach out to the various suppliers to 
collaborate on off ering sharing-oriented 
solutions. Long gone are the days where 
owning an asset is a necessity to benefi t 
from its functionality. 

It must be said that the auto industry has 
exemplifi ed the stretching of the leasing 
model. The following are some examples: 

• Ford Motor Company and Audi both 
introduced group-leasing options, 
whereby a number of customers 
(three to six) would lease the same 
vehicle. The logistics associated 
with vehicle-sharing and costs are 
all managed by computer-based 
software; the monthly lease payment 
of each client is correlated with 
their amount of use. This unique 
leasing solution addresses the issue 
of owning a vehicle at a time of 

economic uncertainty. Additionally, 
it accommodates the millennials’ 
unique requirements of convenience 
and aff ordability when it comes to big 
purchases; millennials, also known 
as Generation Y, are individuals born 
between the years 1982 and 1994.

• Lincoln Motor Company released its 
‘Lincoln Miles’ program in the 2016 
Detroit Auto Show, off ering “current 
lease customers credits of US$100 to 
US$1,000 for unused miles” toward 
new vehicles. Such perks lock 
customers into the Lincoln brand, 
promoting recurring leases.

• Xchange Leasing: This is Uber’s latest 
off ering, being rolled out initially in 
the US. As long as an individual is 
qualifi ed to be an Uber driver, they 
may lease vehicles from specifi c car 
dealerships with very competitive 
benefi ts that include: 30-day leasing 
trial period, unlimited mileage and 
automatic lease payments deducted 
from an individual’s Uber earnings. 
By providing such leasing benefi ts, 
potential clients may be willing to 
pay a slightly higher premium, while 
Uber strengthens its main off ering of 
ride-sharing services.

The next leap forward in leasing is to 
reinvent its off erings from product-based 
to solution-based. This revitalizing step 
will be faced with a whole new set of 
fi nancial risks and corporate culture 
resistance, but then again, nothing great 
ever came from being in the comfort 
zone. Customers know that they require 
tools to address their problems, but the 
onus is on leasing companies to lead the 
way. Steve Jobs once said: “People don’t 
know what they want until you show it 
to them.”

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.

The next leap forward in leasing
Leasing, as an industry, is fairly well developed. Countless hours, across various disciplines, have been invested to 
perfect its product off erings. So much so that if you were to ask individuals at random about the internal workings 
of a lease, you will get, more often than not, a concise answer. And although such standardization of leasing is 
understandable, from the acceptability and increased transactional fl ow points of view, continuing to constrict the 
scope of leasing will result in its demise. YOUSSEF ABOUL-NAJA writes.
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ISLAMIC BONDS

By Khalfan Abdallah

Existing structure
Technically, the existing structure is based 
on the fi nancing contract with regular 
interest payments at specifi ed periods, 
whereby buyers of the bond (from the 
general public) with M-Pesa accounts 
fi nance the government by buying 
the paper at a minimum of KES3,000 
(US$29.42) and a maximum of KES140,000 
(US$1,372.89) for a period of fi ve years or 
more. During the length of the contract, 
the buyers’ funds will accrue interest to 
be paid after a certain period and the 
principal if held until maturity will be 
paid in full. Alternatively, holders of the 
bond may choose to sell the bond before 
maturity, hence the bond is transferable or 
tradable in the secondary market. 

Furthermore, the structure provides 
an avenue for M-Pesa account holders 
or prospective M-Akiba clients to get 
fi nancing to purchase the M-Akiba Bond; 
this facility is called ‘Okoa Akiba’. The 
fi nancing off ered for this purpose will 
be competitively priced based on market 
interest rates and will be conveniently 
presented to the customer in the M-Akiba 
mobile menu. 

The second feature is the ability to 
borrow ‘Kopa Akiba’ (Swahili for 
borrow) against the M-Akiba Bond 
(this feature will be available during the 
secondary trading of M-Akiba). This 
feature would enable the client to hold 
the bond in their name but the bond will 
be under lien as collateral to allow the 
client to access/borrow funds using the 
bond as collateral. 

It is expected that the proceeds of the 
M-Akiba Bond will be ring-fenced 
or earmarked for new and existing 
infrastructure development projects.

Evaluation from the Shariah 
perspective
Apart from the purpose for which the bond 
proceeds are to be used which overtly 
meets Shariah principles — earmarked 
infrastructure development projects — 
the method used to raise the funds must 
also be Shariah compliant. In the existing 
structure, it is based on conventional 
principles of how fi nancial markets operate 
which include payment and receipt of 
interest under the fi nancing contract, both 
of which are not allowed in Shariah. The 
same applies to Okoa and Kopa Akiba, two 
added features of the bond. 

Shariah compliant 
alternatives
An alternative structure for the M-Akiba 
Bond is to off er the bond based on sale 
and lease-back Shariah principles. This 
requires the government to identify an 
asset such as a hydropower plant worth 
more than KES5 billion and sell it to the 
public to raise the required funds (asset-
based fi nance). At this stage, prospective 
M-Akiba clients buy an undivided share 
of the specifi ed assets. The buyer then 
leases his undivided share of the asset 
back to the government at an agreed 
profi t rate which shall be paid at an 
agreed interval. The M-Akiba clients 
shall at the onset agree or pave the way 

for the government to buy back its asset 
on a specifi c date.

If the M-Akiba Bond is structured in 
the aforementioned Shariah compliant 
manner, it will enable Islamic banks in 
the country to fi nance their clients to buy 
the bond using a Tawarruq structure. 
Tawarruq proceeds credited to clients 
with an M-Pesa account shall then 
be used to buy M-Akiba bonds. The 
purchased securities will be put under 
lien — meaning that the client cannot 
dispose of them before completing the 
payment of the facility to the bank. This 
is an alternative to Okoa Akiba.

Similarly, through the Tawarruq 
structure, Islamic banks can provide 
fi nancing using the M-Akiba Bond as 
security which will be put under lien; 
the profi t paid to the bond depends on 
the credit exposure and may be held 
by the bank or given to the customer. 
Should the customer not repay as per 
the agreed timelines (including a grace 
period), the securities under lien will be 
sold (foreclosed) and the fi nancier able 
to recover the debt amount. This is an 
alternative to Kopa Akiba.

Conclusion
The M-Akiba Bond targets all Kenyans as 
long as they have a mobile phone and 
some money to invest. To catch this 
target market and achieve the fi nancial 
inclusion objective of this bond, it is 
critical for the bond to be structured in a 
Shariah compliant manner. As a result, 
Islamic fi nancial institutions and 
Muslims will fi nd themselves 
automatically included to participate or 
subscribe due to the Shariah compliant 
nature of the bond.

Khalfan Abdallah is the manager of product 
development and Shariah compliance at Gulf 
African Bank. He can be contacted at khalfan.
abdallah@gab.co.ke.
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M-Akiba Bond: Appraisal and Shariah 
compliant alternative structures
The government of Kenya is determined to issue a retail bond to the public via a mobile platform to raise 
about KES5 billion (US$49.03 million) this year. The bond aims at promoting a saving and investment culture 
by Kenyans while at the same time enhancing fi nancial inclusion for economic development. The bond is to 
be issued by the National Treasury through the Central Bank of Kenya in collaboration with Nairobi Security 
Exchange, Central Depository Sett lement Corporation, mobile network operators and the Kenya Association of 
Stock Brokers and Investment Banks. In this article, KHALFAN ABDALLAH seeks to appraise the bond (M-Akiba 
Bond)’s existing structure from the Shariah perspective and off er suggestions on alternative structures that comply 
with Shariah rules.
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AUSTRALIA

By David Anderson

With the emergence of wholesale 
and retail Islamic fi nance markets 
in Australia that are networked 
extensively overseas, there are huge 
opportunities in terms of bridging 
investment markets between Australia 
and OIC countries. Business practices 
and investment products in the 
Islamic fi nance space are now being 
off ered at an international standard, 
with a broad focus on innovation and 
useability. To address the challenges 
aff ecting the development of Islamic 
fi nance in Australia, a review of 
potential regulatory impediments has 
been conducted by several state-level 
governments. 

One of the key fi ndings from the review 
is that stakeholders cited double stamp 
duty charges on Islamic mortgages as 
a major barrier to development. The 
structure of Islamic mortgages resulted 
in them being, in practice, subject to two 
layers of stamp duty. This was identifi ed 
as a signifi cant burden for several 
newly-created Shariah compliant fi nance 
products. 

In Australia, property purchases under a 
Murabahah contract att ract stamp duty 
charges twice under the Duties Act 1997: 
fi rst, when the Islamic fi nance provider 
purchases the property, and secondly 
when the property is transferred to 
the actual owner; this reduces the 
competitiveness of Islamic fi nance. 
Nonetheless, to improve Australia’s 
competitiveness for Islamic fi nance 
products in the international arena, 
several state governments have initiated 
reforms to provide relief for Murabahah 
loans. 

In 2004, Victoria was the fi rst Australian 
jurisdiction to reform its property stamp 
duty laws. Amendments to the Victorian 
Duties Act 2000 sought to eliminate 
the potential multiple application 

of stamp duty on certain Shariah 
compliant transactions involving land. 
The changes were made to ensure that 
taxpayers purchasing property under 
Islamic fi nance pay the same tax as 
those accessing conventional mortgages. 
Among other changes were recognizing 
the principle of profi t-sharing and 
allowing Islamic contracts to avoid using 
certain terms such as interest which are 
not permitt ed under Shariah law.

In New South Wales, several taxes 
impacting Islamic fi nance transactions 
were also abolished, for example, 
Murabahah mortgages are now being 
taxed as a single fi nancing transaction, 
rather than on the component 
transactions of purchase by the fi nancier 
and resale to the customer.

The next area of development will 
be centered on insurance. There are 
currently no Islamic insurance products 
on off er in Australia despite a number 
of stakeholders citing market demand 
for Takaful. A Shariah compliant 
insurance product may be possible if 
established under a mutual aid scheme, 
but operation of mutual aid schemes 
for insurance purposes is currently 
restricted under existing legislation 
(Commonwealth Insurance Act 1973). 
Strong demand continues to shape 
debate and reform in this area.

With stakeholders seeking bett er 
regulation of Islamic fi nance products 
and of Shariah boards in particular, 
an industry-led ‘Shariah compliance 
board’ has been proposed as a means by 

which to regulate Shariah compliance 
and create a stronger framework for 
consumers, investors and product 
providers nationally. 

The national adoption of a voluntary 
code would also provide additional 
certainty to the market as to the Shariah 
compliant nature of a product (ie brand 
integrity) and maintain industry 
standards at an international level. These 
steps are very much welcome and further 
innovation within the sector is believed 
to be gathering both depth and breadth, 
resulting in world-class products being 
made available to Australia’s fl ourishing 
Muslim community.

David Anderson is the managing director 
of Investment Strategist at First Guardian 
Capital. He can be contacted at david@
fi rstguardiancapital.com.
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Australia slowly but surely warming to Islamic 
inance

In recent years, Australian investment institutions have increasingly recognized the importance of Islamic fi nance 
and the growth opportunities it represents. The market is increasingly committ ed to establishing itself as a major 
contender in the Islamic fi nance world, particularly with regard to superannuation and pension products with 
Australia as the fourth-largest pension market in the world at US$1.8 trillion. DAVID ANDERSON explores.
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TAX

By Roustam Vakhitov 

Iran is one of the countries with 
the most signifi cant Islamic fi nance 
presence within the fi nancial system, 
ie it is technically required that in 
principle all fi nancial institutions 
should comply with Shariah principles 
and avoid interest-based fi nancing. 
Therefore, presumably, investment 
abroad would be in many cases 
structured in a Shariah compliant way. 

Iran has a classical corporate income 
taxation system with a general corporate 
profi t tax rate of 25%, with a signifi cant 
number of exemptions and incentives. At 
the same time, a peculiarity of Iran is that 
the country does not have many double-
tax treaties with developed countries in 
Western Europe and North America. The 
double-tax treaties which Iran has with 
Russia, Ukraine, Kazakhstan and other 
former USSR countries together with 
withholding taxes in respect of royalties, 
interest and dividends, range normally 
between 5% and 10%.

In general, Iran credits foreign 
withholding tax against domestic taxes 
under domestic law and double-tax 
treaties, but withholding taxes are 
imposed on a gross basis without taking 
into account expenses incurred by 
investors. 

For example, let’s assume that an investor 
receives an income of 100 on Sukuk. 
However, out of this amount, 80 would 
represent the cost of capital/investment, 
therefore the real profi t would be only 
20. Under this scenario, even a moderate 
withholding tax of 10% envisaged in 
double-tax treaties of Iran with such 
countries as Ukraine or Poland would 
result in an eff ective tax of 50% of the 
profi ts. Even with full ordinary tax credit 
of this withholding tax against Iranian 
domestic tax, ie the absence of additional 
Iranian domestic taxation, the tax rate 
would be prohibitive. 

To mitigate such tax consequences, one 
of the possible solutions is to structure 
investments through a country with 
bett er double-tax treaties with source 
countries, and zero withholding 
tax on outbound royalty payments. 
These countries include Cyprus, the 
Netherlands, Luxembourg and a few 
others. Let us consider how such a 
structure of Iranian investment may look 
like in the case of aviation leasing Sukuk 
in Russia. 

Under domestic tax law, lease and 
interest payments to non-residents are 
subject to a withholding tax of 20%, 
while lease and interest payments to 
Russian corporate residents are not taxed 
by way of withholding. In the latt er case, 
such income is taxed in the hands of 

the Russian residents by way of self-
assessment at the same rate. 

For the purposes of the present analysis, 
it must be noted that while genuine 
interest is regarded as inconsistent with 
the principles of Islamic fi nancing, for 
tax purposes some payments within 
Islamic fi nancing structures may qualify 
as interest for the purposes of application 
of tax treaties. Hereinafter under 
‘interest’ related to Sukuk structures, we 
understand Shariah compliant payments 
or their components to qualify as interest 
for the purposes of double-tax treaties 
only.

Under most of the Russian double-tax 
treaties, the 20% withholding tax on 
interest and lease payments is reduced 
or eliminated. Such a tax treaty benefi t is 
granted upon provision of a tax residence 
certifi cate by a non-resident recipient 
of the income. Collection of such tax 
residence certifi cates for a signifi cant 
number of investors might make the 
process diffi  cult. Therefore, in the case of 
a signifi cant number of foreign investors 
it may be useful to issue Sukuk through 
an SPV abroad. 

There are a limited number of countries 
which are used in Russia for the purpose 
of establishing SPVs in leasing structures. 
At present Cyprus, the Netherlands 
and Luxembourg are among the most 
frequently used, as these countries 
provide for a stable and predictable tax 
and legal framework, investor-protecting 
legislation and international tax, as 
well as appropriate infrastructure and a 
tax-friendly environment. The Russian 
tax treaties with these countries provide 
for zero withholding tax on interest and 
royalties. Under domestic law, Cyprus, 
the Netherlands and Luxembourg do not 
impose withholding tax on interest and 
lease payments to foreign investors. 

If an SPV is established in a foreign 
jurisdiction, such an SPV (lessor) would 
lease out aircraft to a Russian aviation 
enterprise (lessee). Hence, the following 

Tax structuring of outbound Islamic inance 
investments from Iran
Considering the recent lifting of sanctions in respect of Iran, many businesses expect a signifi cant increase of 
volume of cross-border trade and investment with Iran, including Islamic fi nance. In this article, ROUSTAM 
VAKHITOV will consider a few options for effi  cient Iranian outbound investment structuring. 

continued...

Diagram 1: Example of Iranian investment structure in aviation leasing Sukuk in Russia

Seller LessorSPV

Investors

US$100 million
for airplane

Sukuk proceeds 
US$100 million

Source: Author’s own

Coupons and
redemption
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are the major Russian tax consequences 
to consider.

Tax consequences 
Under the general rule, the withholding 
tax on interest and lease payments in 
Russia is 20%. Under the relevant double-
tax treaties, lease and interest payments 
to tax residents of Cyprus, Luxembourg 
and the Netherlands are exempt from 
withholding tax.

Of course, the recipient of the income 
from Russia should not be a lett erbox 
company, existing only on paper. If 
this is the case, most likely Russian tax 
authorities will successfully challenge 
the structure and make tax adjustments. 
However, if relevant functions and risks 
are properly allocated with such an SPV, 
the structure should be defendable and 
prudent. 

Another important requirement to 
comply with is to certify the tax residence 
certifi cate with an apostil, or follow the 
full procedure for legalization of a tax 
residence certifi cate.

As Cyprus, Luxembourg and the 
Netherlands do not impose withholding 
tax on outbound interest and royalty 
payments, revenue of such an SPV will 
be re-paid to Iranian investors except for 
a reasonable margin at the level of the 
SPV, without additional taxation. Such 
revenue will be taxed in the hands of 
Iranian investors on a net basis, ie only 
profi ts will be taxed with the application 
of all relevant deductions, exemptions as 
well as relevant incentives. 

Conclusion
Cooperation with Iran provides many 
opportunities to diversify the client and 
investor base. As with most cross-border 
investments, proper tax structuring is an 
important element of success of the 
project. Cyprus, Luxembourg and the 
Netherlands may be effi  cient jurisdictions 
for Iranian Shariah compliant outbound 
investment in particular to former USSR 
and West European countries. We are yet 
to see such investments implemented in 
practice. However, the existing legal and 
tax framework, including double-tax 
treaties, allows the effi  cient tax 
structuring of such an investment. 

Roustam Vakhitov is the managing partner 
at International Tax Associates. He can be 
contacted at vakhitov@gmail.com.

Continued

Human Capital in Islamic Finance
25st April 2016 
The Ritz Carlton, DIFC
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Indonesia’s sovereign Sukuk 
oversubscribed
INDONESIA: The government of 
Indonesia received IDR13.25 trillion 
(US$1 billion) in bids from the auction of 
its sovereign Sukuk held on the 5th April 
2016, which saw the sale of fi ve securities 
(SPN-S 06102016 and four project-based 
Sukuk series), and awarded IDR5.79 
trillion (US$438.3 million), according 
to an announcement on the Ministry of 
Finance’s website.

CIMB Islamic to redeem Tier 
2 Junior Sukuk
MALAYSIA: CIMB Islamic intends to 
redeem the outstanding RM250 million 
(US$63.56 million) junior Sukuk (stock 
Code: PN110004), part of the RM2 billion 
(US$508.44 million) Tier 2 junior Sukuk 
program, in full and at par on the fi rst 
optional redemption date of the 21st April 
2016, one day ahead of its expiry date, a 
fi ling with the central bank shows.

ICD launches US$300 million 
Sukuk
GLOBAL: The Islamic Corporation for 
the Development of the Private Sector 
(ICD) has launched a US$300 million 
fi ve-year Sukuk, Reuters reported, based 
on a document from lead managers. 

Noor Bank and Warba Bank have been 
added to the list of banks arranging the 
benchmark-sized Sukuk transaction with 
the others being: Bank ABC, Boubyan 

Bank, CIMB, Dubai Islamic Bank, 
Emirates NBD, First Gulf Bank, HSBC, 
Mizuho, Societe Generale and Standard 
Chartered. The issuer had earlier set 
initial price thoughts in the range of 125-
130bps over midswaps.

Malaysia’s GII Murabahah 
oversubscribed
MALAYSIA: The government of 
Malaysia’s RM3.5 billion (US$892.12 
million) GII Murabahah facility has 
been oversubscribed by 2.69 times after 
receiving bids of RM9.4 billion (US$2.4 
billion) from 327 bids, a fi ling with Bank 
Negara Malaysia (BNM) shows. 

The Malaysian government had issued 
the GII Murabahah on the 8th April 2016, 
with a maturity date of the 7th July 2023. 
BNM had said that it may purchase up to 
10% of the issuance size.

Ezdan to issue Sukuk
QATAR: Ezdan Holding Group (Ezdan) 
was due to receive shareholders’ 
approval on the recommendation of 
the board of directors to issue a US$2 
billion Sukuk facility or equivalent in 
other currencies at its ordinary general 
assembly meeting held on the 11th April, 
according to a statement. 

The Sukuk could be issued either in full 
or several parts, through a single or a 
series of issues, in line with the dates and 
periods, arrangements and conditions 
set by the board, which will also be 
authorized to take all necessary measures 
for the issuance of those instruments, 

obtain the necessary approvals from 
the competent authorities, conclude all 
relevant agreements, provide appropriate 
guarantees and sign all relevant 
documents.

STSSB issues Islamic notes
MALAYSIA: Sunway Treasury Sukuk 
(STSSB) issued RM100 million (US$25.49 
million)-worth of short-term Islamic 
commercial papers on the 11th April 
2016. The ‘MARC-1IS’-rated facility will 
mature a month after on the 11th May, 
according to an announcement on Bank 
Negara Malaysia’s website.

PRAN Foods to issue Sukuk
BANGLADESH: PRAN Foods (PFL), 
a sister company of PRAN-RFL Group, 
and Green Delta Capital, a Bangladeshi 
investment bank, have inked an 
agreement which will see the bank 
arranging BDT1 billion (US$12.5 million) 
for PFL through the issuance of Sukuk 
to be used for the purchase of capital 
machineries for PFL’s expansion project, 
according to The Financial Express.

Malaysia to sell global Sukuk
MALAYSIA: Malaysia plans to issue as 
much as US$1.5 billion-worth of global 
Sukuk, with expected maturities of 10 
and 30 years, according to Business 
Times quoting unnamed sources, who 
also added that proceeds from the issue 
will be used to refi nance US$1.2 billion 
Shariah compliant debt due in July. The 
marketing of the notes reportedly started 
on the 11th April.

AFRICA
IDB lends support to Tunisia
TUNISIA: The IDB has agreed to 
provide US$27.7 million to Tunisia’s Sfax 

Integrated Agricultural Development 
Project in addition to US$200,000 in 
grants to support the country’s Ministry 
of Development and International 
Cooperation in the area of capacity-

building, according to a statement. To 
date, Tunisia has received over US$4 
billion in fi nancing approvals from the 
Islamic multilateral fi nancier.

DEAL TRACKER Full Deal Tracker on page 29

EXPECTED DATE COMPANY'S NAME SIZE STRUCTURE ANNOUNCEMENT DATE

TBA Ezdan Holdings Group US$2 billion Sukuk 12th April 2016

TBA Government of Malaysia US$1.5 billion Sukuk 12th April 2016

TBA PRAN Foods BDT1 billion Sukuk 11th April 2016

TBA ICD US$300 million Sukuk 7th April 2016

TBA Government of Kuwait KWD2 billion Sukuk 5th April 2016

2016 Bank Syariah Mandiri IDR1 trillion Sukuk 5th April 2016
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Al Amanah to go private
PHILIPPINES: Al Amanah Islamic 
Investment Bank will pursue privatization 
of the bank, Chairman Isidro Abas 
Sobrecarey announced at the IFN Asia 
Forum 2016. “We want the private sector 
to be the key pushers of Islamic fi nance 
in the Philippines and in this regard, we 
want to privatize Amanah Bank,” said 
Sobrecarey who added that it is hoped 
the conclusion of the privatization of the 
Philippines’s sole Islamic bank can be 
announced within the next year. (See IFN 
Report on page 7)

Indonesian banks have strong 
defences
INDONESIA: RAM Ratings has affi  rmed 
its conviction that Indonesian banks have 
strong defences to weather the impact 
of low commodity prices and a weak 
rupiah, which are increasingly straining 
the credit profi les of many corporate and 
retail borrowers. 

The rating agency noted in a statement 
that the stable outlook of the nation’s 
banking sector is driven by the system’s 
large capital buff ers and highly profi table 
position, which in RAM’s assessment 
provide a suffi  cient shield against the 
expected deterioration in asset quality.

SMI to establish Shariah unit
INDONESIA: Sarana Multi Infrastruktur 
(SMI) is planning to operate its Shariah 
unit in the second half of this year, 
according to Republika.co.id quoting 
the state-owned infrastructure fi nancing 
company’s principal director Emma 
Sri Martini. Emma also added that the 

Shariah unit will utilize its own capital 
at fi rst and may issue Sukuk in the last 
quarter of 2016 if there is potential for 
Islamic funds.

TPPA to improve market 
access for Malaysian banks
MALAYSIA: The Trans-Pacifi c 
Partnership Agreement (TPPA) is 
expected to improve global market access 
in the long run for Malaysian banks, 
many of which have Islamic businesses, 
RAM Ratings said in a statement. The 
more sizeable trade fl ows among TPP 
member countries will result in demand 
for trade fi nance services such as lett ers 
of credit or guarantees and hedging 
products, thereby providing Malaysian 
banks with avenues to expand their 
customer bases as well as to grow their 
interest and fee-based revenues. The 
TPPA is expected to take eff ect in 2018.

PSX updates All-Share Islamic 
Index
PAKISTAN: The Pakistan Stock 
Exchange (PSX) has undertaken a re-
composition exercise of the All-Share 
Islamic Index which saw the addition of 
41 new companies and the removal of 
26 companies, according to The Express 
Tribune. Eff ective from the 11th April, the 
index, developed by PSX and Meezan 
Bank, will consist of 238 companies that 
currently meet the Shariah screening 
criteria.

EUROPE
QIB UK penalized for 
reporting failure
UK: The UK outfi t of Qatar Islamic 

Bank (QIB UK) has been fi ned GBP1.38 
million (US$1.95 million) by the 
Prudential Regulation Authority (PRA) 
for “signifi cant failings in assessing, 
maintaining and reporting to the 
regulator on its fi nancial resources”, 
the PRA said in a statement. The 
failure to meet some of the most basic 
regulatory standards occurred from the 
30th June 2011 to the 31st December 2012 
which subsequently led to the bank 
being signifi cantly undercapitalized 
temporarily and exposed to greater 
risks. The PRA, nonetheless, noted that 
it recognized that QIB has undergone 
major restructuring since December 
2012 and its commitment to governance, 
capital monitoring and reporting 
systems.

GLOBAL
IFT Alliance launched
GLOBAL: The Islamic Fintech Alliance 
(IFT Alliance) has been launched by eight 
founding members of a diverse group of 
crowdfunding platforms with the aim 
of facilitating the adoption of fi nance 
technology among Muslims. According 
to a press release, the IFT Alliance will 
focus initially on Islamic crowdfunding 
and more than 30 active platforms may 
be considered as Islamic crowdfunding 
platforms by July 2016.

Central regulatory body for 
GCC stock markets proposed
GLOBAL: The Committ ee of 
the Presidents of GCC Securities 
Commissions has proposed the 
establishment of a central regulatory body 
to regulate GCC stock markets during its 
14th meeting in Saudi Arabia, according 
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to Times of Oman. In addition, the 
committ ee also discussed the integration 
of GCC markets and the initiatives which 
would achieve the objective so that GCC 
nationals can invest and trade without 
discrimination and open the markets for 
new products.

IIFM publishes global Sukuk 
report
GLOBAL: The International Islamic 
Financial Market (IIFM) in its latest 
Sukuk Report (5th edition), which 
analyzes the growth and development 
of international and domestic Sukuk 
issuances in recent years, has found 
that currently 84% of the US$321 billion 
outstanding Sukuk belong to just three 
key markets — Malaysia, Saudi Arabia 
and the UAE. This trend, noted the IIFM 
research analysts, is likely to change 
gradually as markets such as Indonesia, 
Turkey, Pakistan and others become 
more active.

USAID provides inancing aid 
to Afghan institutions
GLOBAL: USAID will be supporting 
Afghan fi nancial institutions via 
the Agriculture Development Fund 
(ADF) which would extend US$6 
million in long-term fi nancing to two 
Afghan fi nancial institutions — First 
Microfi nance Bank and Afghan Rural 
Finance Company, according to Pajhwok. 

With each institution receiving US$3 
million, the funds would enable them 
to expand their services to Nangarhar, 
Kunduz and Bamyan provinces where 
their clients’ production capacity would 
be expanded through access to Islamic 
fi nance for equipment purchases and 
for working capital. The ADF is an 
independently-managed government-
owned institution that makes credit 
available to the agricultural sector.

Basel Committee seeking 
feedback on Basel III
GLOBAL: The Basel Committ ee on 
Banking Supervision has issued a 
consultative document proposing 
changes to the Basel III leverage ratio 
framework, as part of the committ ee’s 
commitment to fi nalize regulatory 
reforms by the end of 2016. 

Revisions proposed include: 
incorporating a modifi ed version of the 
standardized approach for measuring 
counterparty credit risk exposures 
instead of the Current Exposure Method, 

introducing two options for the treatment 
of regular way purchases and sales of 
fi nancial assets, clarifying treatment of 
provisions and prudential valuation 
adjustments for less liquid positions and 
aligning credit conversion factors for off -
balance sheet items with those proposed 
for the standardized approach to credit 
risk under the risk-based framework. 

According to a statement, the committ ee 
is also seeking feedback on an additional 
leverage ratio requirement for global 
systematically important banks. The 
committ ee is receiving comments until 
the 6th July.

Indonesia’s Sukuk listed on 
NASDAQ Dubai
GLOBAL: NASDAQ Dubai has 
welcomed the listing of two Sukuk by 
the government of Indonesia with a total 
value of US$2.5 billion, according to a 
statement. The new addition brings the 
total nominal value of Sukuk currently 
listed on the exchange to US$42.31 
billion, strengthening its position as the 
largest center globally for Islamic bond 
listings.

MCB Bank bids to buy Afghan 
bank
GLOBAL: Pakistan-based MCB Bank, 
which also runs Islamic banking 
operations, is said to be one of two 
preferred bidders for the acquisition 
of New Kabul Bank, according to 
Bloomberg quoting Mohammad Aqa 
Kohistani, the treasury director at 
Afghanistan’s Ministry of Finance. 

New Kabul Bank, which was 
Afghanistan’s largest lender before it was 
defrauded in 2010, is set to be privatized 
within four months and will be sold to 
one of them, said Mohammad, adding 
that the second bidder is a local Afghan 
company that has vowed to invest US$1 
billion if announced the winner.

1MDB replies to IPIC’s 
statement
GLOBAL: International Petroleum 
Investment Company (IPIC) and its 
subsidiary Aabar Investments have 
denied the ownership of Aabar BVI, an 
entity incorporated in the British Virgin 
Islands, which has been embroiled in 
the 1Malaysia Development (1MDB) 
scandal involving the Malaysian prime 
minister, Najib Razak. In a fi ling to the 
London Stock Exchange, both IPIC and 
Aabar confi rmed that Aabar BVI was not 

an entity within either corporate group 
and neither has received any payments 
from Aabar BVI nor has IPIC or Aabar 
assumed any liabilities on behalf of 
Aabar BVI.

1MDB in response issued a statement 
noting that there is documentary 
evidence of the ownership of Aabar BVI 
and of each payment made and that it 
found it curious that IPIC and Aabar 
waited until April 2016 to issue such a 
statement.

Bank Sepah back in business
GLOBAL: The sole Iranian bank in Italy, 
Bank Sepah, will recommence operations 
in the European nation following 
suspensions in 2007 due to sanctions. 

According to Financial Tribune, quoting 
Bank Sepah CEO Muhammad Kazem 
Choghazardi, the Bank of Italy has issued 
the Iranian bank’s Rome branch an 
operation license.

MIDDLE EAST
BKSC to assume KSE 
operations
KUWAIT: Boursa Kuwait Securities 
Company (BKSC) is ready to assume 
the responsibility for the operations of 
Kuwait Stock Exchange (KSE) from the 
25th April 2016, as per the date set by 
the Capital Market Authority of Kuwait, 
BKSC confi rmed in a statement. 

The company, during its annual general 
meeting, has also agreed amendments to 
establish an independent company and 
its systems, which will take eff ect once it 
is offi  cially announced in selected media 
outlets.

Bank Muscat’s Iran expansion 
on track
OMAN: Bank Muscat is on track to 
establish its representative offi  ce in 
Iran as it is currently in the process of 
registering the offi  ce and expects it to 
open later in 2016, a bourse fi ling shows. 
Iran practises a fully shariah compliant 
banking system

CBO adjusts reserves policy
OMAN: The Central Bank of Oman 
(CBO) has issued a circular on reserves 
against deposits, allowing banks to 
include investments in unencumbered 
treasury bills, government development 
bonds and Oman government Sukuk 
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as part of their eligible reserves up to 
a maximum of 2% of their deposits 
eff ective from the 1st April 2016, 
according to a statement. The measure 
aims to provide greater fl exibility for 
banks in liquidity management, credit 
deployment and investments. However, 
the reserves requirement remains 
unchanged at 5%.

Inovest divests stake in Tala 
Property Development
BAHRAIN: Shariah compliant 
investment company Inovest Group 
has sold its 60% stake in Tala Property 
Development worth approximately 
US$7.7 million to Ossis via a share 
purchase contract, after it had achieved 
its objectives of completing the 
development of Tala Island in 2007, 
selling 100% of its residences and 
managing its facilities and operations 
to date, it said in a statement. Ossis 
now has complete ownership of Tala 
Island, a US$120 million cosmopolitan 
community development located on 
Amwaj Islands.

NASDAQ Dubai takes on new 
role
UAE: NASDAQ Dubai has been 
designated by the Dubai Financial 
Services Authority as the sole National 
Numbering Agency for fi nancial 
instruments in the Dubai International 
Financial Center (DIFC), according to 
a press statement. Under the new role, 
the exchange will issue and maintain 
codes that uniquely identify all new 
instruments such as shares, Sukuk, bonds 
and derivatives that are issued in the 
DIFC jurisdiction.

Omani banks’ limit of 
government bonds raised
OMAN: Omani banks are allowed to 
hold government securities up to 45% of 
their net worth from 30% as the Central 
Bank of Oman raised the limit for banks’ 
government bond holdings, according to 
Reuters quoting unnamed sources. The 
announcement comes on the heels of the 
Central Bank’s reserves policy adjustment 
announced earlier which encourages 
banks to buy government debts and 
Sukuk.

Special bank for Iranian SMEs
IRAN: The Bank of Industry and 
Mine is proposing to establish a new 
special bank for SMEs that will provide 
industrial and commercial units with 
quick loans and would function in line 
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with the rules of the Central Bank of 
Iran, reported ILNA.

National Bonds eyes Saudi 
expansion
UAE: National Bonds is targeting to 
expand into Saudi Arabia by 2017 as 
well as the rest of the Gulf region, Zawya 
reported. Mohammed Qasim Al Ali, CEO 
of the Dubai government-owned Shariah 
compliant investment company, was 
quoted as saying that 60% of National 
Bonds’s allocations are in Saudi Arabia, 
making it a natural fi rst choice to expand 
the fi rm’s Mudarabah-based savings and 
investment scheme throughout the Gulf 
region.

DPR secures debt funding for 
theme park
UAE: Dubai Parks and Resorts (DPR) 
has secured a AED993 million (US$270.3 
million) syndicated fi nancing facility 
from Dubai Islamic Bank, Sharjah Islamic 
Bank and Abu Dhabi Commercial Bank 
to fund part of the proposed Six Flags 
branded theme park, according to a 
statement. 

The debt portion accounts for 
approximately 37% of the total fi nancing 
of AED2.67 billion (US$726.78 million) 
being raised with the remaining AED1.68 
billion (US$457.3 million) to be raised 
through a proposed rights issue to 

increase the company’s capital. The 
theme park is expected to open in the 
fourth quarter of 2019.

Potential Sharjah offshore 
inancial center

UAE: Seeking to develop the local 
economy and att ract international 
businesses and investors, the emirate 
of Sharjah is reportedly studying plans 
to establish an off shore fi nancial center, 
reported Forbes quoting Marwan Al 
Sarkal, CEO of the Sharjah Investment 
and Development Authority, who also 
added that: “We’re at the design stage. 
We’re planning to do something on that. 
There is a huge potential”.

ASSET
MANAGEMENT
Sukuk mutual funds to boost 
corporate issuance
INDONESIA: Otoritas Jasa Keuangan 
(OJK) is anticipating mutual fund 
products based on Sukuk to come 
to market in the fi rst half of 2016, 
said OJK’s director of Shariah capital 
markets Fadilah Kartikasasi as reported 
by Republika.co.id. The mutual fund 
products are a result of the development 
of regulation POJK19/2015 of Islamic 
funds and expected to stimulate the 
issuance of Sukuk, particularly from 
corporates.

RESULTS
Weqaya Takaful Insurance 
and Reisurance
SAUDI ARABIA: Weqaya Takaful 
Insurance and Reinsurance registered 
a net loss of SAR9.19 million (US$2.45 
million) for the fi rst quarter of 2016, 
compared to a net profi t of SAR97.12 
million (US$25.87 million) in the same 
period of the previous year, a fi ling with 
the bourse shows.

Alkhabeer Capital
SAUDI ARABIA: Alkhabeer Capital 
reported a net income of SAR67.15 
million (US$17.9 million) for the fi nancial 
year ended the 31st December 2015, a 17% 
increase from SAR57.3 million (US$15.27 
million) registered in the previous year, 
according to a statement. Total assets 
under management grew by 21% to over 
SAR4 billion (US$1.07 billion), while its 

investments jumped in value by 70% 
to nearly SAR1.21 billion (US$322.53 
million). 

Qatar National Bank
QATAR: Qatar National Bank Group 
(QNB) — which off ers Islamic banking 
services — posted a net profi t of 
QAR2.9 billion (US$795.67 million) 
for the fi rst quarter of 2016, a 7.1% 
increase compared to the corresponding 
period of the previous year, according 
to a statement. QNB’s cost-to-income 
effi  ciency ratio stood at 22.7%, while total 
assets increased by 9.7% from March 
2015 to reach QAR550 billion (US$150.9 
billion), the highest amount ever 
recorded by the group.

Alinma Bank
SAUDI ARABIA: Shariah compliant 
Alinma Bank registered a net profi t of 
SAR391 million (US$104.15 million) 
for the three months ended the 31st 
March 2016, a 13.7% increase compared 
to SAR344 million (US$91.63 million) 
posted in the corresponding quarter of 
the previous year. 

The increase in net income was due to a 
decrease in total operating expenses by 
11%, mainly on account of a decrease in 
provision for credit losses, and increase 
in net income from investment and 
fi nancing activities, according to a bourse 
fi ling.

Barwa Bank
QATAR: For the full year of 2015, 
Barwa Bank accumulated a net profi t of 
QAR729.7 million (US$200.16 million) 
with earnings per share reaching 
QAR2.46 (67 US cents), according to 
TradeArabia News. The bank also saw 

its assets exceed QAR45 billion (US$12.34 
billion), representing an 18.3% growth.

Banque Saudi Fransi
SAUDI ARABIA: Banque Saudi Fransi 
(BSF), which operates dedicated Tawafoq 
Islamic branches, reported a net profi t of 
SAR1.08 billion (US$287.68 million) for 
the fi rst quarter of 2016, a 2.67% increase 
from SAR1.05 billion (US$279.69 million) 
recorded in the corresponding quarter of 
the previous year. 

This increase was primarily driven by 
higher net special commission income 
that rose slightly faster than the average 
loan portfolio growth despite an increase 
in cost of funding, according to a bourse 
fi ling.

TAKAFUL
Few opt for Takaful coverage
UAE: Of the 2,000 respondents surveyed 
in the latest National Bonds Corporation 
Savings Index, 90% did not have Takaful 
coverage while 42% were covered by 
conventional insurance, confi rmed 
the Shariah compliant company in a 
statement. Covering the GCC region, 
the study also found that 87% of regular 
savers save on a monthly basis, 63% 
of savers plan to increase their savings 
while 31% intend on starting to save and 
the potential for saving edged up 9% 
year-on-year in 2015.

Qatar’s insurance instructions 
‘credit positive’
QATAR: Qatar’s recently issued 
operating instructions and governance 
principles for insurers are ‘credit 
positive’ for the country’s insurance 
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operators, as it will strengthen several 
credit characteristics, including capital, 
asset quality and reserve adequacy with 
the instructions including prudential 
requirements, according to Moody’s in a 
statement. 

The governor of the Qatar Central 
Bank, Sheikh Abdullah Saud Al Thani, 
had on the 30th March issued the new 
instructions and principles aimed at 
ensuring the stability and sustainability 
of the insurance industry by improving 
the solvency of the 31 insurance 
companies operating in Qatar (17 of 
which operate in the off shore-domiciled 
Qatar Financial Center).

RATINGS
RAM maintains Indonesia’s 
ratings
INDONESIA: Indonesia’s respective 
global, ASEAN and national-scale 
sovereign ratings of ‘gBBB2(pi)/Stable/
P2(pi)’, ‘seaAA3(pi)/Stable/P1(pi)’ 
and ‘AA3(pi)/Stable/P1(pi)’ have been 
reaffi  rmed by RAM refl ecting an 
expected modest economic growth trend 
and the country’s commendable fi scal 
position, according to a statement.

RAM withdraws Ranhill’s 
Sukuk rating
MALAYSIA: RAM has been notifi ed by 
Ranhill Powertron that it has redeemed 
its RM540 million (US$137.64 million) 
Islamic medium-term note (IMTN) 
program (2005/2019) ahead of maturity 
and cancelled the facility on the 30th 
March 2016, and therefore RAM has 
withdrawn the ‘AA1’ rating on the IMTN 
and will no longer have any rating 
obligation in respect of the program, the 
rating agency confi rmed in a statement.

TNB’s Sukuk rating af irmed
MALAYSIA: MARC has affi  rmed the 
‘AAAID’ rating on Tenaga Nasional 
(TNB)’s outstanding RM2 billion 
(US$513.14 million) Bai Bithaman Ajil 
bonds and also its ‘AAA’ issuer rating 
with a stable outlook, according to a 
statement. 

The ratings continue to benefi t from a 
two-notch uplift from TNB’s stand-alone 
corporate credit rating of ‘AA/Stable’ to 
refl ect the high likelihood of government 
support for the company given its critical 
role as the country’s principal energy 
provider.

MARC withdraws Maybank 
Islamic’s Sukuk rating
MALAYSIA: MARC has withdrawn its 
‘AA+IS’ rating on Maybank Islamic’s 
RM1 billion (US$254.22 million) 
subordinated Sukuk, following the full 
redemption and cancellation of the 
Sukuk on the 31st March. In a statement, 
MARC said that it will continue to 
maintain its fi nancial institution ratings 
on Maybank Islamic at ‘AAA/MARC-1/
Stable’.

MARC af irms Sunrise’s IMTN 
rating
MALAYSIA: MARC in a statement has 
affi  rmed its ‘AA-ID’ rating on Sunrise’s 
RM400 million (US$101.96 million) 
Islamic medium-term note (IMTN) 
program with a stable outlook, which 
refl ects the equalization of Sunrise’s 
rating to its parent UEM Sunrise’s rating 
of ‘AA-/Stable’. 

MARC added that the rating aff ects the 
outstanding RM100 million (US$25.49 
million) IMTNs issued under the 
program.

Malaysia’s dollar Sukuk 
receive ratings
MALAYSIA: Fitch has assigned an 
‘A-(EXP)’ rating to Malaysia’s proposed 
US dollar-denominated sovereign global 
Sukuk, which is in line with the country’s 
long-term foreign currency issuer default 
rating of ‘A-’ with a stable outlook, 
according to a statement. 

The sovereign Sukuk will be issued by 
Malaysia Sukuk Global, a company 
incorporated in Malaysia to act as a 
fi nancing vehicle for the Malaysian 
government. Separately, Moody’s in a 
statement announced that it has assigned 
the provisional rating of ‘(P)A3’ to the 
same US dollar-denominated trust 
certifi cates. The assigned rating is at the 
same level as the long-term local and 
foreign-currency issuer ratings of the 
government.

QIIB’s ratings af irmed with 
positive outlook
QATAR: Capital Intelligence Ratings 
has affi  rmed Qatar International Islamic 
Bank (QIIB)’s ‘A-’ fi nancial strength 
rating, while also affi  rming the long and 
short-term foreign currency ratings at 
‘A-’ and ‘A2’ respectively. All ratings 
carry a positive outlook, according to a 
statement.

S&P af irms Morocco’s ratings
MOROCCO: Morocco’s long and short-
term foreign and local currency sovereign 
credit ratings of ‘BBB-/A-3’ have been 
affi  rmed by S&P with a stable outlook, 
refl ecting the rating agency’s expectation 
that Morocco’s external and fi scal defi cits 
will continue to narrow, supported by 
public fi nance reforms and low energy 
prices, according to a statement.

Saudi Arabia af irmed at ‘A-
/A-2’
SAUDI ARABIA: S&P has affi  rmed the 
Kingdom of Saudi Arabia’s unsolicited 
long and short-term foreign and local 
currency sovereign credit ratings at 
‘A-/A-2’, according to a statement. The 
transfer and convertibility assessment 
on the Kingdom is at ‘A’ and the ratings 
carry a stable outlook.

MOVES
GFH Financial Group
BAHRAIN: GFH Financial Group has 
appointed Jassim Al Seddiqi as its new 
board member, representing Abu Dhabi 
Financial Group, according to a bourse 
fi ling.

National Bank of Oman
OMAN: The National Bank of Oman, 
which runs Muzn Islamic Banking, has 
appointed Mohammad Saif Ullah Khan 
as the head of compliance, subject to 
regulatory approvals, according to a 
bourse fi ling.

Saturna Capital
US: Saturna Capital Corporation, an 
investment manager of Islamic and 
conventional funds, has appointed Scott  
Klimo as its chief investment offi  cer 
and Nick Kaiser to the newly created 
position of global strategist, according to 
a press release.

Stormbridge International
UK: Stormbridge International has 
appointed Bert de Ruiter as the fi rm’s 
new partner and will assume his new 
role in late April, according to a press 
release. De Ruiter, who was previously 
the CEO of Qatar Islamic Bank (UK) for 
two years, will assist Stormbridge in 
developing its executive management 
function among other duties. 
Stormbridge International is a human 
capital advisory and executive search 
fi rm, specializing in senior positions 
across the banking and fi nancial services 
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industry and developed exclusively for 
MENA-based clients.

Al Madina Takaful
OMAN: Al Madina Takaful has 
appointed Ali Salim Ali Al Kharusi as 
a representative from the Ministry of 
Defense pension fund to the board of 
directors this year, replacing Hamad 
Mohammed Mahmoud Al Wahaibi, a 
fi ling with the Muscat Securities Market 
shows.

Prudential Regulation 
Authority
UK: Sam Woods, who is currently 
the executive director of insurance at 
Prudential Regulation Authority (PRA), 
will be appointed as the deputy governor 
for prudential regulation and CEO of 
PRA eff ective the 1st July 2016, according 
to a statement. Woods will succeed 
Andrew Bailey who will leave at the end 
of June.

Securities Commission 
Malaysia
MALAYSIA: Securities Commission 
Malaysia (SC) has appointed Kamarudin 
Hashim and Chin Wei Min as executive 
directors from the 4th April 2016, 
according to a statement. 

Kamarudin has experience in Islamic 
capital markets and supervision among 
others and previously served as the 
secretary to the SC, whereas Chin was 
formerly the Asia Pacifi c managing 
director for the capital market industry at 
Accenture.

Central Bank of the Republic 
of Turkey
TURKEY: Turkey’s cabinet has approved 
the appointment of the current deputy 
governor of the Central Bank of the 
Republic of Turkey, Murat Cetinkaya, 
as the new governor, following the 
expiry of Erdem Basci’s term on the 19th 
April, Deputy Prime Minister Numan 
Kurtulmus announced as reported by 
Daily Sabah. Cetinkaya’s appointment, 
however, remains subject to President 
Recep Tayyip Erdogan’s approval. 
Cetinkaya has been the deputy governor 
of the Central Bank since 2012.

UBF Banks Federation
UAE: The UBF Banks Federation 
announced in a statement that it has 
named a new board of directors for the 
next three years comprising bankers 

from conventional and Islamic banks: 
AbdulAziz Al Ghurair, CEO of Mashreq 
Bank; Sultan Nasser Al Suwaidi, ex-
governor of the Central Bank of the 
UAE and deputy chairman of National 
Bank of Abu Dhabi; Mohammad Omran 
Al Shamsi, chairman of RAK Bank; 
Omran Abdalla Taryam, chairman of 
Invest Bank; Dr Sulaiman Mousa Al 
Jassim, board member of National Bank 
of Fujairah; Amr Saad Al Menhali, 
executive vice-president and head 
of Islamic banking of Abu Dhabi 
Commercial Bank; Hamed Kazim, 
board member of Commercial Bank of 
Dubai; Abdulla Qassem, group COO of 
Emirates NBD; and Abdullah Zeid Al 
Shehi, head of international expansion of 
Abu Dhabi Islamic Bank.

Takaful International 
BAHRAIN: Bahrain-based Islamic 
insurance provider Takaful International 
has appointed board member Jamal 
Al Hazeem as its new chairman, 
following the withdrawal of Ali Murad’s 
membership from the board of directors, 
a bourse fi ling shows.

Eastspring Investments
MALAYSIA: Eastspring Investments, 
which also operates a regional Shariah 
asset management hub known as 
Eastspring Al-Wara’ Investments, has 
appointed Raymond Tang as CEO 
of Eastspring Investments Malaysia, 
according to a statement.

IRTI
GLOBAL: Mohammed Kateeb, the 
group chairman and CEO of Path 
Solutions, has joined the board of 
trustees of the Islamic Research and 
Training Institute (IRTI), according to a 
statement.

Maybank
MALAYSIA: Maybank, the parent bank 
of Maybank Islamic, has appointed 
Johan Ariffi  n as the chairman of its Audit 
Committ ee, replacing Dr Hadenan A 
Jalil, who also retired from the position 
of independent director of the board, 
according to a bourse fi ling.

Morales Justiniano Pena & 
Lumagui
PHILIPPINES: Rafael A Morales, an 
IFN Correspondent and previously the 
managing partner of SyCipLaw, has 
left the fi rm to become the managing 
partner of a new law fi rm, Morales 
Justiniamo Pena & Lumagui, Morales 
informed IFN.
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Expected date Company's name Size Structure Announcement Date
TBA Ezdan Holdings Group US$2 billion Sukuk 12th April 2016

TBA Government of Malaysia US$1.5 billion Sukuk 12th April 2016

TBA PRAN Foods BDT1 billion Sukuk 11th April 2016

TBA ICD US$300 million Sukuk 7th April 2016

TBA Government of Kuwait KWD2 billion Sukuk 5th April 2016

2016 Bank Syariah Mandiri IDR1 trillion Sukuk 5th April 2016

Before end of April Qatar International Islamic Bank QAR1 billion Sukuk 31st March 2016

Third quarter of  2016 Saudia up to SAR5 billion Sukuk 23rd March 2016

TBA Government of Pakistan PKR80 billion Sukuk Ijarah 22nd March 2016

Apr-16 Boubyan Bank US$250 million Sukuk 22nd March 2016

TBA Qatar International Islamic Bank QAR1 billion Sukuk 11th March 2016

Second quarter of 2016 Government of Oman TBA Sukuk 9th March 2016

2016-17 Sarana Multigriya Finansial IDR200 billion Sukuk 4th March 2016

TBA Kuveyt Turk TRY1.85 billion Sukuk 1st March 2016

TBA Ziraat Bank (Participation Unit) TRY1.5 billion Sukuk 1st March 2016

TBA Hong Kong TBA Sukuk 1st March 2016

TBA AEON Co Malaysia Master limit of RM1 billion Sukuk 26th February 2016

TBA Cahya Mata Sarawak RM1 billion Sukuk Ijarah 22nd February 2016

TBA Perdana Petroleum RM650 million Sukuk Murabahah 18th February 2016

Second quarter of 2016 Bank Albilad SAR1-2 billion Sukuk 11th February 2016

TBA Saudi Electricity Company US$2.5 billion Sukuk 16th February 2016

TBA Saudi Aramco TBA Sukuk 3rd 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

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

TBA Toprak Mahsulleri Ofi si up to TRY600 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 Samalaju Industrial Port up to RM950 million Sukuk Murabahah 27th November 2015

TBA WAPDA PKR144 billion Sukuk 26th November 2015

TBA WAPDA PKR100 billion Sukuk 26th 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

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 Turkiye Finans TRY1.5 billion 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
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SAMI Halal Food Participation (All Cap) 6 months

REDmoney Asia ex. Japan                                                             6 Months REDmoney Europe                                                                         6 Months

REDmoney GCC                                                                              6 Months REDmoney Global                                                                          6 Months

REDmoney MENA                                                                          6 Months REDmoney US                                                                                 6 Months
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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
de

x 
Va

lu
es

Taking into account funds that have at least 12 months of returns as at the 11th April 2016
Based on 42.46% of funds which have reported March 2016 returns as at the 11th April 2016

Based on 39.47% of funds which have reported March 2016 returns as at the 11th April 2016

Top 10 Monthly Returns for ALL Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al Baraka Hermes Fund Management 18.93 Egypt

2 Faisal Islamic Bank of Egypt Mutual Hermes Fund Management 14.51 Egypt

3 Deutsche Noor Precious Metals Securities - 
Class A

DWS Noor Islamic Funds 11.24 Ireland

4 CIMB S&P Ethical Asia Pacifi c Dividend ETF CIMB-Principal Asset Management (S) 9.22 Singapore

5 Meezan Islamic Al Meezan Investment Management 8.31 Pakistan

6 Al Meezan Mutual Al Meezan Investment Management 8.31 Pakistan

7 Altaira Funds - Ethical Global High Dividend (I) Altaira Capital Partners 8.26 Luxembourg

8 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 8.13 Pakistan

9 WSF Asian Pacifi c - USD I Cogent Asset Management 7.05 Guernsey

10 The Iman Allied Asset Advisors 7.01 US

Eurekahedge Islamic Fund Index 2.09

Top 10 Monthly Returns for Global Islamic Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Deutsche Noor Precious Metals Securities - Class A DWS Noor Islamic Funds 11.24 Ireland

2 Altaira Funds - Ethical Global High Dividend (I) Altaira Capital Partners 8.26 Luxembourg

3 HSBC Amanah Global Equity Index - AD HSBC Amanah Central Shariah Committ ee 6.17 Luxembourg

4 Al Rajhi Global Equity UBS 6.11 Saudi Arabia

5 WSF Global Equity - USD I Cogent Asset Management 5.73 Guernsey

6 Emirates Islamic Global Balanced - Class A USD Emirates NBD Asset Management 4.17 Jersey

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

Bank of London and The Middle East 0.81 Luxembourg

8 AmPrecious Metals AmInvestment Management 0.24 Malaysia

9 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.12 Saudi Arabia

10 BLME Umbrella Sicav - SIF - USD Income - Class B Bank of London and The Middle East 0.12 Luxembourg

Eurekahedge Islamic Fund Index 2.71
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Based on 100% of funds which have reported February 2016 returns as at the 11th April 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 2016, 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 Balanced Index over the last 5 years Eurekahedge Islamic Fund Balanced Index over the last 1 year
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Top 10  Fund of Funds by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Crescent Balanced Progressive Fund of Funds Oasis Crescent Management Company 3.68 South Africa

2 Al Yusr Aman Multi Asset Fund Saudi Hollandi Bank -1.47 Saudi Arabia

3 Al Rajhi Multi Asset Balanced Fund Al Rajhi Bank -1.68 Saudi Arabia

4 Al Manarah Conservative Growth Portfolio The National Commercial Bank -1.83 Saudi Arabia

5 Al Manarah Medium Growth Portfolio The National Commercial Bank -3.96 Saudi Arabia

6 Al Yusr Mizan Multi Asset Fund Saudi Hollandi Bank -5.00 Saudi Arabia

7 Al Manarah High Growth Portfolio The National Commercial Bank -6.01 Saudi Arabia

8 Al Rajhi Multi Asset Growth Fund Al Rajhi Bank -7.80 Saudi Arabia

9 Al-Mubarak Balanced Fund Arab National Bank -8.03 Saudi Arabia

10 Al Yusr Tamoh Multi Asset Fund Saudi Hollandi Bank -11.56 Saudi Arabia

Eurekahedge Islamic Fund Index (4.37)

Top 10 Islamic Fund Fixed Income by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Public Islamic Bond Public Mutual 2.04 Malaysia

2 CIMB Islamic Sukuk CIMB-Principal Asset Management 2.02 Malaysia

3 PB Islamic Bond Public Mutual 1.77 Malaysia

4 Manulife Investment As-Saad MAAKL Mutual 1.55 Malaysia

5 Public Islamic Select Bond Public Mutual 1.30 Malaysia

6 Meezan Islamic Income Al Meezan Investment Management 1.27 Pakistan

7 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 1.09 Pakistan

8 Public Islamic Enhanced Bond Public Mutual 1.03 Malaysia

9 Atlas Pension Islamic - Debt Sub Atlas Asset Management 0.56 Pakistan

10 EFH Global Sukuk Plus USD QInvest 0.16 Luxembourg

Eurekahedge Islamic Fund Index 0.76

Based on 41.94% of funds which have reported March 2016 returns as at the 11th April 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
6th Apr 2016 Hilal Services Saudi 

Arabia
Sukuk Euro market 

public issue
300 Mizuho, Standard Chartered Bank, HSBC, 

Arab Banking Corporation, National Bank 
of Kuwait, First Gulf Bank, Dubai Islamic 
Bank, SG Corporate & Investment Banking, 
CIMB Group, Emirates NBD, Warba Bank, 
Noor Bank

4th Apr 2016 Putrajaya Holdings Malaysia Sukuk Domestic market 
public issue

137 Maybank, CIMB Group, AmInvestment 
Bank

25th Mar 2016 Malaysia Airlines Malaysia Sukuk Domestic market 
public issue

372 CIMB Group

22nd Mar 2016 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, Arab 
Banking Corporation, National Bank of Abu 
Dhabi, Dubai Islamic Bank, Sharjah Islamic 
Bank, Emirates NBD

21st Mar 2016 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

2,500 Standard Chartered Bank, Deutsche 
Bank, Dubai Islamic Bank, CIMB Group, 
Citigroup

16th Mar 2016 Barwa Bank Qatar Sukuk Euro market 
private 
placement

200 National Bank of Abu Dhabi

15th Mar 2016 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

500 Deutsche Bank, HSBC, CIMB Group

11th Mar 2016 Sime Darby Malaysia Sukuk Domestic market 
public issue

535 Maybank

9th Mar 2016 Gulf Investment Kuwait Sukuk Foreign 
market private 
placement

109 HSBC, AmInvestment Bank

3rd Mar 2016 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,500 Standard Chartered Bank, JPMorgan, 
National Bank of Kuwait, Gulf International 
Bank, Natixis, CIMB Group, Emirates NBD

23rd Feb 2016 Danga Capital Malaysia Sukuk Euro market 
public issue

750 Standard Chartered Bank, DBS, CIMB 
Group

18th Feb 2016 ICD Private Sukuk Saudi 
Arabia

Sukuk Euro market 
private 
placement

350 Standard Chartered Bank

17th Feb 2016 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

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

15th Feb 2016 Danga Capital Malaysia Sukuk Euro market 
public issue

360 RHB Capital, AmInvestment Bank

9th Feb 2016 Hilal Services Saudi 
Arabia

Sukuk Euro market 
public issue

200 Standard Chartered Bank

8th Feb 2016 Kuveyt Turk Katilim 
Bankasi

Kuwait Sukuk Euro market 
public issue

350 HSBC, Kuwait Finance House, Dubai 
Islamic Bank, Abu Dhabi Islamic Bank, 
Emirates NBD, Kuwait Projects, QInvest, 
Noor Bank

4th Feb 2016 UMW Holdings Malaysia Sukuk Domestic 
market private 
placement

112 Standard Chartered Bank, Maybank

4th Feb 2016 Maybank Islamic Malaysia Sukuk Domestic market 
public issue

238 Maybank

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

(mln)
Iss
(%)

Managers

1 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

4,500 13.1 JPMorgan, HSBC, Dubai Islamic Bank, CIMB Group, Standard 
Chartered Bank, Deutsche Bank, Citigroup

2 Jimah East Power Malaysia Sukuk Domestic market 
public issue

2,100 6.1 HSBC, Maybank, CIMB Group

3 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,836 5.3 Natixis, Standard Chartered Bank, JPMorgan, National Bank of 
Kuwait, Gulf International Bank, CIMB Group, Emirates NBD

4 Malaysia Sovereign 
Sukuk

Malaysia Sukuk Euro market 
public issue

1,500 4.4 Standard Chartered Bank, HSBC, CIMB Group

5 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

1,250 3.6 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Maybank, Dubai Islamic Bank, Arab Banking, 
Sharjah Islamic Bank, Emirates NBD

6 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

1,192 3.5 RHB Capital, Maybank, Kenanga Investment Bank, CIMB 
Group, AmInvestment Bank

7 Danga Capital Malaysia Sukuk Domestic market 
public issue

1,110 3.2 RHB Capital, AmInvestment Bank, Standard Chartered Bank, 
DBS, CIMB Group

8 National Shipping 
of Saudi Arabia

Saudi 
Arabia

Sukuk Domestic market 
public issue

1,040 3.0 JPMorgan, HSBC, Samba Capital

9 Hong Kong Sukuk 
2015

Hong 
Kong

Sukuk Euro market 
public issue

1,000 2.9 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
CIMB Group

9 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

1,000 2.9 Deutsche Bank, CIMB Group, HSBC

11 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

924 2.7 Maybank, Bank Islam Malaysia, CIMB Group, RHB Capital

12 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

750 2.2 Standard Chartered Bank, HSBC, Citigroup, QInvest, Barwa 
Bank, Noor Bank

13 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

727 2.1 HSBC, RHB Capital, Maybank, CIMB Group, AmInvestment 
Bank

14 Sultanate of Oman Oman Sukuk Euro market 
public issue

649 1.9 Bank Muscat

15 Jana Kapital Malaysia Sukuk Domestic market 
public issue

622 1.8 RHB Capital

16 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

595 1.7 CIMB Group, AmInvestment Bank, RHB Capital

17 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

560 1.6 RHB Capital, Maybank, Kenanga Investment Bank, 
AmInvestment Bank

18 Sime Darby Malaysia Sukuk Domestic market 
public issue

535 1.6 Maybank

19 Arab National Bank Saudi 
Arabia

Sukuk Domestic market 
public issue

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

20 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

20 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

20 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

23 Hilal Services Saudi 
Arabia

Sukuk Euro market 
private placement

500 1.5 Standard Chartered Bank

24 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 

25 Garuda Indonesia 
Global Sukuk

Indonesia Sukuk Euro market 
public issue

496 1.4 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

26 Malaysia Building 
Society

Malaysia Sukuk Domestic market 
public issue

452 1.3 RHB Capital

27 Putrajaya Holdings Malaysia Sukuk Domestic market 
public issue

428 1.2 CIMB Group

28 Almarai Saudi 
Arabia

Sukuk Domestic market 
public issue

427 1.2 HSBC, Samba Capital

29 SABB Saudi 
Arabia

Sukuk Domestic market 
private placement

400 1.2 HSBC

30 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

386 1.1 RHB Capital, Kenanga Investment Bank, AmInvestment Bank

Total 34,413 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,792 40 16.8

2 HSBC 4,104 23 11.9

3 Maybank 3,988 27 11.6

4 RHB Capital 3,671 36 10.7

5 Standard Chartered Bank 3,164 22 9.2

6 Dubai Islamic Bank 1,613 12 4.7

7 AmInvestment Bank 1,564 19 4.6

8 JPMorgan 1,194 4 3.5

9 Deutsche Bank 1,091 5 3.2

10 National Bank of Abu Dhabi 853 8 2.5

11 Citigroup 688 3 2.0

12 Bank Muscat 649 1 1.9

13 Emirates NBD 617 9 1.8

14 Samba Capital 560 2 1.6

15 Natixis 551 2 1.6

16 Kenanga Investment Bank 543 14 1.6

17 Noor Bank 354 6 1.0

18 First Gulf Bank 275 4 0.8

19 QInvest 267 4 0.8

20 DBS 258 4 0.8

21 National Bank of Kuwait 239 2 0.7

22 Barwa Bank 223 3 0.7

23 Gulf International Bank 214 1 0.6

24 Sharjah Islamic Bank 196 3 0.6

25 Abu Dhabi Islamic Bank 144 2 0.4

26 Bank Islam Malaysia 137 3 0.4

27 Hong Leong Financial Group 136 2 0.4

28 Arab National Bank 133 1 0.4

29 Al Hilal Bank 104 2 0.3

30 Arab Banking Corporation 96 2 0.3

Total 34,413 128 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 White & Case 1,602 2 14.8
2 Allen & Overy 1,532 1 14.1
2 Latham & Watkins 1,532 1 14.1
4 Adnan Sundra & Low 1,361 1 12.5
4 Zaid Ibrahim & Co 1,361 1 12.5
6 Chadbourne & Parke 988 2 9.1
7 King & Spalding 877 1 8.1
8 Cliff ord Chance 725 1 6.7
9 Salans FMC SNR Denton Group 650 1 6.0
10 Norton Rose Fulbright 110 1 1.0
10 Shearman & Sterling 110 1 1.0

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 Banque Saudi Fransi 808 3 10.6
2 National Commercial Bank 711 4 9.4
3 Samba Capital & Investment 

Management
670 4 8.8

4 HSBC 593 3 7.8
5 Mitsubishi UFJ Financial Group 474 3 6.2
6 Sumitomo Mitsui Financial Group 474 3 6.2
7 First Gulf Bank 414 4 5.4
8 Export Development Canada 299 2 3.9
9 Mizuho Financial Group 239 2 3.1
9 SG Corporate & Investment Banking 239 2 3.1

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 1,079 13 6.3
2 Abu Dhabi Islamic Bank 1,016 10 5.9
3 Mashreqbank 816 10 4.8
4 HSBC 673 7 3.9
5 Saudi National Commercial Bank 609 5 3.6
6 Emirates NBD 597 8 3.5
7 Samba Capital 584 5 3.4
8 Abu Dhabi Commercial Bank 521 5 3.0
9 Banque Saudi Fransi 502 3 2.9
10 Noor Bank 489 7 2.9
11 Dubai Islamic Bank 442 7 2.6
12 Standard Chartered Bank 372 6 2.2
13 Maybank 370 2 2.2
14 Arab Banking Corporation 353 6 2.1
15 National Bank of Abu Dhabi 344 5 2.0
16 CIMB Group 338 1 2.0
17 Industrial & Commercial Bank of China 337 3 2.0
18 Gulf International Bank 328 4 1.9
19 Qatar Islamic Bank 289 4 1.7
20 Sumitomo Mitsui Financial Group 274 3 1.6
20 SG Corporate & Investment Banking 274 3 1.6
22 SABB 274 2 1.6
23 China Development Bank 267 1 1.6
23 China Construction Bank 267 1 1.6
25 Ahli United Bank 253 3 1.5
26 Al Khaliji Commercial Bank 252 4 1.5
27 Kuwait Finance House 222 2 1.3
28 Mizuho 221 2 1.3
28 Mitsubishi UFJ Financial Group 221 2 1.3
30 European Bank for Reconstruction & 

Development
170 1 1.0

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Mashreqbank 1,824 7 20.8

2 Abu Dhabi Islamic Bank 1,341 6 15.3

3 Noor Bank 858 4 9.8

4 Emirates NBD 358 3 4.1

5 Standard Chartered Bank 354 3 4.0

6 Maybank 338 1 3.9

6 CIMB Group 338 1 3.9

8 National Bank of Abu Dhabi 328 3 3.7

9 Abu Dhabi Commercial Bank 327 1 3.7

10 Arab Banking Corporation 265 4 3.0

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 UAE 5,922 16 34.6
2 Saudi Arabia 3,189 3 18.6
3 Turkey 1,952 5 11.4
4 Pakistan 1,561 3 9.1
5 Qatar 1,200 3 7.0
6 Malaysia 847 3 5.0
7 Egypt 582 3 3.4
8 Bahrain 570 1 3.3
9 Jordan 550 2 3.2
10 Kuwait 362 2 2.1
11 Cayman Islands 325 1 1.9

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

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

Credit Date Borrower Nationality US$ (mln)
24th Jun 2015 Jazan Gas Projects Saudi Arabia 1,790

18th Jun 2015 Emirates National Oil UAE 1,500

9th Mar 2016 Dhuruma Electricity Saudi Arabia 1,138

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

24th Dec 2015 Sindh Engro Coal Mining
Engro Powergen

Pakistan 1,010

28th Jul 2015 GEMS Education UAE 817

16th Aug 2015 ACWA Power International Saudi Arabia 769

11th Dec 2015 Cititower Malaysia 751

25th Jun 2015 Tecnimont SpA Italy 650

29th Nov 2015 Gulf Marine Services UAE 620
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