
Japan has had a tough few decades 
since the stock market crash of 1990, 
with slow domestic growth and a 
stagnant economy. Its domestic woes 
have pushed businesses to look 
outwards, and cash-rich companies 
have been on a spending spree over 
the last few years to cement their 
positions in new markets and sectors. 
With risk diversification the name of 
the game, the country is now playing a 
balancing act between tight domestic 
restrictions and a strong overseas push 
into the Islamic market. LAUREN 
MCAUGHTRY looks at this new 
player on the global chessboard — and 
asks whether its influence might be 
underestimated. 

Even with dynamic Prime Minister 
Shinzo Abe pushing his ‘three arrows’ 
of fiscal stimulus, monetary easing and 
structural reforms, Japan is in trouble. 
Analysts warn that the country could 
face a fiscal crisis by 2023 — primarily 
due to the high levels of government 
debt which could combine with an 
ageing population and falling levels of 
savings to create the perfect storm. While 
the prime minister has taken high-profile 
steps to save the day, the world’s third-
biggest economy is still teetering on the 
edge. Earlier this year, Abe predicted 
a global economic crisis — noting that 

commodity prices have fallen 55% 
since 2014, the same margin of decline 
as during the 2008 catastrophe, which 
he interprets as a “warning of the re-
emergence of a Lehman-scale crisis”. 

Spending spree
While an inflation crisis could be just 
years away, stagnant growth and 
deflation are Japan’s current enemies — 
and this has driven firms to look overseas 
for new opportunities, with an explosion 
in spending that has seen Japan establish 
itself in a wide number of new markets 
in a bid to diversify risk and increase the 
range of funding sources. So could the 
country be the next big thing for Islamic 
finance?

“The combination of Japan and 
Islamic finance seems very 
strange to some people, but 
for the Japanese nation, it is 
quite natural to engage in 
Islamic finance because it is 
a new frontier,” explained 
the deputy director-general 
of the International Bureau of 
the Ministry of Finance of Japan, 
Hiroshi Naka. 

Japanese firms had an 
estimated US$2 trillion 
in cash stockpiled in 

2015, and they are looking to convert that 
into future growth by investing overseas 
where the outlook for growth is brighter 
than their home market. While the recent 
depreciation of the yen against the US 
dollar has made foreign purchases more 
expensive, a continued decline means 
that companies are still keen to spend 
before ratios become even worse — 
and Islamic opportunities in emerging 
markets are looking increasingly 
attractive. In addition, Abe’s massive 
monetary easing program has slashed the 
value of cash, making corporates keen 
to invest in new companies to generate 
cash and leading to pressure from 
shareholders and investors to stabilize 
future growth plans through overseas 
expansion.

“Japanese banks wish to 
expand their Islamic finance 

services so as to assist the 
operations of their Japanese 
client businesses in the 
Muslim world in the long 
term, while remaining 
competitive in the global 
finance market,” confirmed 

Naoki Ishikawa, a partner 
with Mori Hamada and 

Matsumoto in Tokyo, 
speaking to IFN.
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Indonesia targets to raise 
IDR4 trillion (US$302.8 
million) via Sukuk auction

Axis REIT Sukuk appoints 
PB Trustee Services as 
trustee for Sukukholders

Profi t payment of HSBC 
Amanah’s Sukuk program 
due and payable on the 27th 
September

Bangladeshi government 
issues six-month Sukuk

Central Bank of Bahrain’s 
Sukuk Salam subscribed by 
151%

Malaysia Marine and 
Heavy Engineering Hold-
ings debuts RM20 million 
(US$4.83 million) one-year 
Sukuk Murabahah under its 
Sukuk program

NEWS
AmBank Islamic and 
Johor state government 
in fi nancing deal for 
aff ordable housing program

Amana Bank ties up 
with Imperial College of 
Business Studies to provide 
education fi nance facilities 

Securities and Exchange 
Commission Pakistan calls 
for additional disclosures 
for Shariah screening of 
listed companies for Islamic 
equity indexes

Bank Islam Malaysia 
makes RM200 million 
(US$48.52 million) in 
disbursements to SMEs 
since inception

Bank Nusa Tenggara Barat 
to engage consultants to 
draw up Islamic conversion 
roadmap

Otoritas Jasa Keuangan 
approves Waskita Beton 
Precast as Shariah compliant

GFH Capital offl  oads 18% 
equity interest in Leeds 
United

Bursa Malaysia and 
Indonesia Stock Exchange 
explore collaboration 
opportunities to boost 
Islamic capital market

Bank Melli Iran plans 
prepaid cards for foreigners 
for local currency payments

Saudi Electricity receives 
SAR5 billion (US$1.33 
billion) Murabahah 
fi nancing from three local 
banks

Iran’s interbank lending 
rates moderate to 18.7% 
from 29% high recorded 18 
months ago

Maisarah Islamic Banking 
Services rolls out new 
travel fi nance solution

Emaar Properties lists 
US$750 million Sukuk on 
NASDAQ Dubai

National Bonds 
Corporation rewards 500 
minor bondholders with 
‘Eidiyah’

Net income of Maybank 
Indonesia’s Shariah busi-
ness rises 84.9% in fi rst half 
of 2016

ASSET 
MANAGEMENT
Malaysia in talks with 
Indonesia to include latt er 
in planned US$100 million 
Islamic venture capital fund

CIMB-Principal Islamic 
Asset Management secures 
approval to launch Global 
Sukuk UCITS fund in 
Dublin

Employees Provident 
Fund’s Simpanan Shariah 
reaches 41.07% take-up of 
total allocation

TAKAFUL
Takaful Brunei 
Darussalam launches 
Takaful Guarantee for 
Foreign Workers

Lloyd’s applies for an 
onshore Tier 1 reinsurance 
license in Malaysia; sees 
potential to grow re-Takaful 
market

Securities and Exchange 
Commission of Pakistan 
fi nes Pak-Kuwait Takaful 
PKR1 million (US$9,379.98) 
for misstatements

Egyptian Takaful Property 
and Liability Insurance in 
the running for West Cairo 
power station’s insurance 
policy

RATINGS
RAM updates criteria and 
methodology for Takaful 
and insurance companies

Fitch affi  rms Iraq’s rating at 
‘B-’ with a negative outlook

Moody’s maintains stable 
outlook on Kuwait’s bank-
ing system

MOVES
Permodalan Nasional 
appoints Abdul Rahman 
Ahmad as new president/
group CEO

Riyad Bank appoints new 
CEO as Talal al-Qudaibi 
set to retire at the end of 
October 

Khazanah Nasional 
appoints Malaysian fi nance 
minister II to its board of 
directors

PwC names Riyadh Al 
Najjar as country senior 
leader in Saudi Arabia

Former Muamalat 
Invest chief now CEO 
of Securities Industry 
Development Corporation

GFH Financial Group up-
dates board of directors list
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Asian advantage
The fi rst and closest relationships have of 
course been established within Asia, and 
Japan has not been slow in sett ing up ties 
with key Islamic economies across the 
region. Japanese banks have been active 
in Malaysia since 2008 — but activity 
has been picking up in recent months, 
signaling the increased importance of 
Islamic fi nance to the Japanese strategy. 
“[So far] the major activities of Japanese 
banks in the Islamic fi nancial services 
are seen in Southeast Asia,” confi rmed 
Ishikawa. 

Malaysia’s capital markets have already 
benefi ted from multiple Sukuk issuances 
from Japanese-owned corporates 
including Aeon Credit Services, Toyota 
Capital and Nomura Investment 
Company. But its banks are also gett ing 
in on the act. Mizuho Financial Group 
has off ered Islamic loans in Malaysia 
since 2014, and in 2015 Sumitomo Mitsui 
Banking Corporation (SMBC) launched 
Islamic fi nancial products through its 
Malaysian subsidiary. Bank of Tokyo-
Mitsubishi UFJ (BTMU) has been at the 
forefront of the ASEAN charge, active in 
Malaysia since 2008 and also expanding 
into Singapore, Brunei and Indonesia. In 
2014, the bank issued th world’s fi rst yen-
denominated Sukuk via its Malaysian 
unit, and in August 2016 it obtained 
approval from Malaysia’s fi nancial 
authorities to set up a RM20 billion 
(US$4.83 billion) Shariah compliant 
securitization program based on auto 
loans and backed by CIMB. Malaysia’s 
fi rst auto loan securitization, the program 
highlights BTMU’s ambitions in the 
Islamic sector both in terms of size and 
scope — but it also emphasizes the 
importance of BTMU’s Malaysian unit 
(and its Islamic ambitions) to diversify 
the bank’s holdings away from its 
domestic loans business. 

The reciprocal advantages of a 
connection with one of the world’s 
biggest and most advanced fi nancial 
economies have not gone unrecognized, 
and Malaysia has responded to Japanese 
overtures with open arms. In 2015, 
Prime Minister Najib Razak urged 
Japan to partner Malaysia in further 
Islamic-fi nance related activities in 
order to tap the huge global market 
together, suggesting the potential for a 
“formidable alliance” between the two 
Asian regions. 

Gulf promise
The Middle East has been another focus 
area, with energetic capacity-building 
outlining Japanese ambitions. In October 
2015, Mitsubishi UFJ Financial Group 
(MUFG)’s banking arm, BTMU, fi rst 
launched an Islamic fi nance business 
through its Dubai branch based in Dubai 
International Financial Center. The 
Islamic window will off er a range of 
Shariah compliant products including 
deposits, loans and trade fi nance 
solutions for its existing customers as 
well as target new clients across Europe 
and the MENA region. 

“We are the fi rst Japanese bank in the 
region to off er Islamic fi nance solutions 
from our branch located in the region. 
With our presence on the ground, we 
expect to reach a signifi cant number 
of customers,” said Shichito Tobari, 
the regional head for the Middle East 
and the general manager of the Dubai 
branch. “This launch refl ects the size of 
the Islamic fi nance industry in MENA 
and the fact it is an area of fi nance that is 
growing much faster than conventional 
fi nancial services. Introducing an Islamic 
fi nance proposition in the Middle East 

made sense as it ensures proximity to 
our clients in the EMEA region, who are 
increasingly requesting these products.”

As one of the largest banking groups in 
the world with total assets exceeding 
US$2 trillion and a presence in the 
Middle East for almost 90 years, the 
expansion of MUFG into Islamic 
fi nance sent a strong signal to other 
multinational players that Islamic fi nance 
is a shrewd power play. And in April 
this year, the bank took a further step, 
becoming the fi rst Japanese lender to 
provide Shariah compliant corporate 
fi nancing through an overseas branch 
— with the issuance of a US$200 million 
loan to Saudi mining fi rm Ma’aden. 

SMBC now plans to open an Islamic 
window in Dubai, while Mizuho is 
expected to expand its London branch 
to transform it into an operational hub 
for Islamic fi nance in the EMEA region. 
In March this year, SMBC and Mizuho 
joined forces with BTMU to lead arrange 
a syndicated US$1.4 billion Islamic loan 
facility for Saudi Electricity Company, in 
the strongest statement yet of Japanese 
intentions in the Islamic space. In July 
2015, they did the same with one of 
the most signifi cant Islamic fi nance 
accomplishments ever achieved in the 
project fi nance space — the US$2 billion 
Jazan ASU project, the largest fi nancing 
of an air separation unit in the world and 
the fi rst ever to be fi nanced exclusively 
on an Islamic basis. The involvement of 
the Japanese banks acted as a clear signal 
as to their intentions in the Gulf arena 
— but also showed other international 
players that the Islamic fi nance industry 
was worth looking at, as conventional 
lenders become increasingly familiar 
with Shariah techniques and innovations. 

Eyeing up Africa
This success has driven Japanese 
confi dence to enter new markets, and 
Africa in particular is a key target. 
In recent months, Japan has turned 
to Islamic fi nance opportunities to 
achieve its expansionist ambitions in a 
continent that off ers almost unlimited 
opportunity. Part of this is, of course, 
down to competition — the country 
hopes to leverage Islamic fi nance to 
rival the trading volumes of its biggest 
competitor on the continent, China. In 
2015, China achieved US$179 billion total 

Islamic fi nance off ers new conduit for Japanese expansion
Continued from page 1
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trade with Africa compared to just US$24 
billion by Japan. Yet that could change 
— in August this year, the Japanese 
prime minister announced a US$30 
billion investment in Africa over the next 
three years, including US$10 billion in 
infrastructure development and US$20 
billion invested by Japan’s private sector.

Three of the biggest Japanese banks 
(SMBC, BTMU and Mizuho), all of whom 
have thriving Islamic subsidiaries, are 
now looking to expand their businesses 
in Africa via joint ventures, partnerships 
and business corporation agreements 
with local institutions. SMBC recently 
announced a loan agreement with the 
Eastern and Southern African Trade and 
Development Bank for US$80 million; 
while Mizuho Bank plans to establish 
joint ventures with six African fi nance 
institutions including the Development 
Bank of Southern Africa; and BTMU has 
inked a business cooperation agreement 
with the Kenya Investment Authority.

The IDB is also gett ing involved, and 
recently entered into a partnership 
with the Japan Bank for International 
Cooperation (JBIC) to promote 
development in African member 
countries. The partnership will focus 
on project fi nance and Islamic fi nance, 
participation in long-term syndications 
and risk-sharing arrangements for non-
sovereign transactions. The partnership 
will also see the Islamic Corporation for 
the Insurance of Investment and Export 
Credit providing coverage to fi nance 
facilities provided by the JBIC.

“Our Islamic fi nance activities started in 
2008 from SMBC Europe that covered 
Middle East countries,” said Nobuaki 

Kurumatani, the deputy president and 
board member at SMBC. “We are now 
focusing on Asia. I think the two big 
markets are still growing, and the most 
promising next step is focusing on the 
African market.”

Local limitations
In stark contract to its international 
ambitions, Japan’s domestic market has 
long been closed to Islamic fi nance. But 
why is the country so reluctant to allow 
activity on its own shores? “One reason 
would be extremely inexpensive funding 
cost in the conventional banking sector 
due to the central bank’s negative interest 
policy,” explained Ishikawa. “The cost 
of implementing and structuring Islamic 
fi nance products might [make them] 
commercially less att ractive. Another 
reason might be the lack of Muslim 
institutional investors in the domestic 
market.”

Yet the increased activity in the Islamic 
market from Japanese players has 
heralded a new era of interest from 
the regulatory authorities which could 
promise further changes to come. The 
recent capital market issuances from 
Japanese banks were driven by a 2015 
relaxation by Japan’s Financial Services 
Agency to allow overseas institutions to 
participate in Islamic fi nance through 
foreign branches (as well as through 
units incorporated overseas) — perhaps 
a sign that the authorities could fi nally be 
loosening their strict limitations. 

At the very least, the growing interest in 
Islamic fi nance from Japan could be seen 
as part of a wider strategy to diversify 
funding in the growing expectations of a 
potential fi nancial crisis. Renowned for 
years as having the highest government 
debt levels in the world, Japan’s public 
fi nance law in fact requires that public 
spending be funded by means other than 
borrowing or loans. However, in reality 
the country’s current fi scal state means it 
has no choice but to issue sovereign debt 
— and earlier this year announced that 
it would be looking at a variety of new 
bonds to meet its budget gap, including 
‘construction bonds’, issued under a 
special law to cover issuance through 
to 2020. These are supposed to fi nance 
specifi c projects (rather than government 
spending in general) and while no 
mention has yet been made, the urgency 
of fi nding new sources of funding and 

new investor pools would suggest that 
Islamic alternatives could be an option. 

The idea is not new — in 2010, the 
Financial Services Agency announced 
that it would promote the development 
of an environment for the issuance of 
Sukuk in Japan, and in 2011 the Asset 
Securitization Act was amended to 
extend favorable tax treatment to foreign 
investment in Japanese Sukuk. As the 
largest bond market in Asia, Japan 
would be of intense interest to Islamic 
investors desperate to meet their own 
diversifi cation challenges, while its size 
and stability would off er an att ractive 
alternative to emerging markets such as 
Malaysia which, while well advanced 
in Islamic debt, have been rocked by 
political and economic turmoil in recent 
months. 

Global positioning
Despite these arguments however, 
we should not expect too much too 
soon. “Taking into account the current 
circumstances, at least in the short 
term, it seems to make more sense that 
Japanese banks expand their scope of 
services in Islamic fi nancial products 
in such regions where they can expect 
stable demand coupled with good 
market practice,” warned Ishikawa. For 
now, Japan may focus on building up 
its overseas infl uence before it takes any 
signifi cant steps at home. 

With Japanese businesses keen to 
raise new channels of capital, Islamic 
fi nance off ers an opportunity to increase 
competitiveness in both the domestic, 
regional and global markets. “The eff orts 
of both Japan and China demonstrate how 
Islamic fi nance may function not only as 
a source of fi nancing, but also as a tool 
of commercial diplomacy for countries 
seeking to advance their interests in the 
Middle East and Southeast Asia,” noted 
Andrew Metcalfe of King & Spalding 
in a recent update on Islamic fi nance 
developments in 2016. “This dynamic 
also enables Islamic fi nance to grow 
by engaging participants outside of its 
traditional geographic markets.”

Now that China and Hong Kong have 
surged past Japan to demonstrate how 
Islamic fi nance can benefi t established 
economies, we can hopefully expect a 
renewed focus as the country continues 
to play catch-up. 

Islamic fi nance off ers new conduit for Japanese expansion
Continued from page 3
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The sovereign Sukuk space was rather 
quiet the past week, without any major 
announcements in the market. Three 
Asian countries, however, kept the 
fl ow going with short-term issuances. 
DANIAL IDRAKI brings you the usual 
updates. 

Bahrain
The Central Bank of Bahrain’s monthly 
issue of Sukuk Salam securities worth 
BHD43 million (US$113.31 million), 
with a maturity of 91 days, has 
been subscribed by 151%, receiving 
subscriptions worth BHD64.85 million 
(US$170.89 million). According to a 
statement, the short-term issue has an 
expected return of 2.05%, compared with 
2.09% for the previous issue on the 24th 
August.

Indonesia
The government of Indonesia is targeting 
to raise IDR4 trillion (US$302.8 million) 
via an auction of sovereign Sukuk (SPN-S 
21032017 and four project-based Sukuk 
series) conducted on the 20th September 
to fi nance the 2016 State Budget, 
according to an announcement on the 
Ministry of Finance’s website.

Bangladesh
A bid of BDT1.57 billion (US$19.64 
million) was received and accepted for 
the Bangladesh Government Islami 
Investment Bond, off ered on the 7th 
September, according to the central bank. 

The profi t-sharing ratio for the six-month 
facility was 90:10. 

Separately, the Bangladesh government 
on the 15th September issued its six-

month Islami Investment Bond which 
received a total of two bids amounting to 
BDT1.8 billion (US$22.36 million). The 
profi t-sharing ratio of the accepted bids 
was also 90:10. 

Sovereign Sukuk: Bahrain, Indonesia and Bangladesh to the fore

Upcoming sovereign Sukuk
Country Amount Expected date

Oman US$2 billion TBA 

Iran IRR60 trillion 2016

Nigeria TBA First quarter 2017

Jordan JOD175 million TBA

Pakistan PKR79.1 billion TBA

Egypt TBA 2016

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

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 KWD5 billion Sept 2016

Maldives TBA TBA

Sri Lanka US$1 billion TBA

Germany US$1 billion TBA

VINEETA TAN brings you an exclusive 
look into an upcoming new Islamic 
private equity fund — only the second 
in Brunei Darussalam. 

To be launched in collaboration with the 
Bruneian Ministry of Finance, Japan’s SBI 
Holdings and the Saudi Arabia-based 
IDB, the US$100 million fund will be 
managed by SBI (Brunei).

While there has yet to be a confi rmed 
date for the launch of the Shariah 
fund, IFN understands that the fund 
— a successor to the SBI Islamic Fund 
(Brunei) — has received the approvals 
from all the three parties and the 
parties are in the midst of signing the 

agreements. The fi rst closing — for 
US$60 million — is underway, with 
its fi rst investment expected to be 
announced as early as next month. SBI 
will then have one year to raise another 
US$40 million.

“It is a seven-year fund and we have the 
fi rst three years to invest the full amount 
with the remaining four years to offl  oad 
our investments,” revealed Amran 
Mohamad, CEO of SBI Brunei, in an 
exclusive interview with IFN.

Adopting a similar investment strategy 
as it did with the fi rst fund, SBI will 
target profi table late-stage companies 
in Asia Pacifi c, primarily in Southeast 

Asia, with a robust expansion plan. “It 
is an opportunistic fund and we are 
not limiting ourselves to any particular 
industry or sector. Except the real estate 
segment — for which the government 
and SBI already have a fund — and the 
oil and gas sector — which Brunei is 
heavily invested in — we are open to any 
viable asset classes,” explained Amran.

The fi rst SBI Islamic Fund was launched 
in 2011 to the tune of SG$75 million 
(US$54.79 million) and has exited all but 
one of its investments. SBI is currently in 
negotiations with several fi rms over the 
divestment of the remaining company 
— an Indonesian logistic company.

EXCLUSIVE: Brunei MoF, Japan’s SBI Holdings and the IDB plan 
US$100 million Islamic private equity fund
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The penetration of Islamic fi nance in 
Kenya is currently estimated at just 2%, 
despite a potential domestic market 
of 4.3 million — or 11% of the total 
population. And although the sector 
has seen steady growth with some 
encouraging new developments, future 
progress is hindered by fundamental 
roadblocks that the country must 
overcome if it is to succeed. LAUREN 
MCAUGHTRY explores. 

Kenya has seen promising 
developments in recent months that 
suggest the Islamic fi nance industry 
could fi nally be fi nding a foothold. The 
country currently has two fully-fl edged 
Islamic banks along with multiple 
Islamic windows, and heavyweights 
such as Dubai Islamic Bank (DIB) have 
already stepped in to capitalize on its 
potential — with the recent buyout 
earlier this month by DIB of its Kenyan 
subsidiary cementing its involvement.

However, the fact that DIB is still 
waiting for an operating license to start 
activities in Kenya speaks volumes 
about the state’s att itude to Islamic 
fi nance, while the repeated delays in its 

long-awaited sovereign Sukuk issuance 
cast further doubt over its commitment 
to progress. 

Although some steps have been taken, 
the regulatory and tax framework 
remains obstructive for Islamic fi nance 
— land laws are not conducive to 
Shariah compliant transactions, while 
VAT treatment and double taxation 
continue to inhibit activity. 

Although earlier this year Kenya’s 
att orney-general, Githu Muigai, 
confi rmed that the country was 
reviewing its laws and regulations 
regarding Islamic fi nance in order to 
expand the range of infrastructure 
fi nancing available, few details have 
since been off ered and no concrete 
action has taken place. 

Most recently, a new study 
commissioned by the Kenya Bankers 
Association (KBA) suggests that the 
high transaction costs involved in 
Islamic fi nancing are likely to limit 
its use in funding infrastructure 
projects. Notable costs include one-off  
administration fees, legal or notary 
fees, as well as tax on some types of 
transactions, which in some cases 
is applied despite being against the 
principles of Islamic fi nance. 

Documentation should also be 
standardized, while inadequate 
information on Islamic fi nancing has led 
to a reported stalling in Sukuk projects 
as opposing parties are unable to agree 
on key points of the transactions. 

Released in September as a working 
paper, the study highlighted that: 
“Islamic is deemed to be expensive. This 
fact is corroborated by the case study 
of Lekki project [port in Nigeria] which 
utilized a loan fi nancing scheme that 
att racts huge transaction costs paid by 
the special purpose company in terms of 
1.5-4% one-off  administration fees and 
notary fees.” 

The KBA recommends that a national 
Shariah board be set up to set standards 
for the domestic Islamic fi nance industry 
and raise awareness of stakeholders to 
drive forward progress. 

The current roadblocks do not impede 
future prospects in Kenya, and the 
country still off ers valuable potential for 
growth. However, the slow 
development highlights the unique 
barriers that frontier markets face across 
the developing world — and while these 
challenges can of course be overcome, 
having a large Muslim population is not 
always a one-way ticket to success.

High cost of funding could limit Islamic expansion in Kenya
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Fresh from the successful issuance 
of sovereign Sukuk by three African 
nations in recent times, Africa continues 
to make waves in the Islamic fi nance 
industry as a potential growth region. 
This time, it seems, that Africa is 
receiving a strong buy-in on its 
development plans by Japan, following 
the collaboration between the IDB 
and the Japan Bank for International 
Cooperation (JBIC). DANIAL IDRAKI 
thinks that something promising is 
brewing in the Islamic fi nance space in 
the region, with an eastern touch.

The IDB and the JBIC had in late August 
signed an MoU aimed at enhancing the 
strategic partnership between the two 
institutions in promoting development 
across the multilateral Islamic bank’s 
member countries in Africa, including 
the utilization of Shariah compliant 
instruments. This development comes 
on the back of Japan’s pivot toward 
Africa, after Prime Minister Shinzo Abe 
recently committ ed to investing US$30 
billion over the next three years in the 
region, with US$10 billion earmarked for 
infrastructure growth, which includes 
electrical power, urban transport 
systems, roads and ports.

With Islamic fi nancing being a central 
element to the collaboration between 
the two entities, the MoU will also 
focus on project fi nance, participation 
in long-term syndication, and risk-
sharing arrangements for non-sovereign 
transactions. It will also see the Islamic 
Corporation for the Insurance of 
Investment and Export Credit provide 
coverage to fi nance facilities provided 
by the JBIC. “Development cooperation 
and collaboration with partners in Africa 
is a top priority for [the] IDB, [and] by 
signing this MoU, both [the] IDB and 
JBIC are confi rming that we are working 
together for a more secure future for 
people in Africa,” Dr Mansur Muhtar, 
the vice-president for sector operations at 
the IDB, commented during the signing 
ceremony in Nairobi in August.

The JBIC is no stranger to operating 
in Africa. It has a long-standing track 
record in promoting infrastructure 
projects, and this recent development 
will act as a catalyst for more Japanese 
corporations to set foot on the 
continent. The JBIC had in 2010 signed 
a buyer’s credit agreement totaling 
up to approximately JPY7.9 billion 
(US$77.22 million) with the National 
Authority for Tunnels in Egypt, and 
later in 2012, the Japanese institution 
signed a project fi nance-based buyer’s 
credit agreement with a Moroccan 
company, which helped to create 
business opportunities for Japanese 
companies in Morocco, where electricity 
demand is expected to increase. Two 
years ago, the JBIC concluded an export 
fi nancing agreement with the Tanzanian 
government, which provides funds for 
the procurement and installation of gas 
turbines.

Three of Japanese biggest banks are 
already positioning themselves for 
a take-off  in the African markets by 
collaborating with local fi nancial 
institutions. Sumitomo Mitsui 
recently signed an US$80 million 
fi nancing agreement with the Eastern 
and Southern African Trade and 
Development Bank, as well as entering 
into partnership agreements with the 
African Development Bank (AfDB) and 
Banco de Desenvolvimento de Angola. 
Interestingly, the AfDB is working 
on establishing two Islamic fi nance 

windows in its organization to assist 
with the promotion of Islamic fi nance 
in the region (see IFN Vol 13, Issue 31). 
Mizuho Bank, meanwhile, said it was 
going to establish joint ventures with six 
African fi nance institutions, including 
the Development Bank of Southern 
Africa; and Bank of Tokyo-Mitsubishi 
UFJ has penned a business cooperation 
agreement with the Kenya Investment 
Authority.

“[The] JBIC has several track records in 
Africa in infrastructure fi nancing, and 
the Japanese government is actively 
promoting its export. [The] JBIC will 
fi nancially assist the projects in Africa, 
based on the government policy,” Dr 
Etsuaki Yoshida, an associate professor 
of Kyoto University, who is familiar 
with the deal, told IFN recently.

As Africa continues to make progress in 
utilizing Shariah compliant fi nancial 
instruments for its development 
projects, the IDB-JBIC collaboration will 
certainly enhance the visibility of the 
Islamic fi nance sector, and Japanese 
companies are increasingly realizing its 
importance. “Africa is a region that both 
the IDB and JBIC can contribute toward, 
as [the] JBIC has competitiveness in 
project fi nance, mainly for infrastructure 
projects. That is something [the] JBIC 
will focus on, and which it will share 
with the IDB to leverage on in Africa. In 
terms of adopting Islamic fi nance for 
projects in Africa, [the] JBIC will learn 
from the IDB,” Dr Etsuaki added.

Africa — the golden pot for Islamic inance with Japanese 
participation
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The Islamic banking industry in 
Pakistan has progressed considerably 
since its introduction to the South 
Asian nation, with its share reaching 
almost 12% of the overall banking 
industry in terms of its asset size. The 
branch network of Islamic banking is 
continuously expanding throughout 
the country at a rapid pace on the back 
of the State Bank of Pakistan (SBP)’s 
goal of having a 20% market share 
by 2020. To further understand the 
developments of Islamic fi nance in the 
country, IFN Pakistan Forum 2016 will 
be held on the 26th September 2016, 
at the Pearl Continental in Lahore. 
DANIAL IDRAKI writes.

In this inaugural IFN Pakistan Forum 
2016, professionals and experts across 
the Islamic fi nance industry will come 
together to exchange their views and 
engage in truly meaningful discussions 
in order for Shariah compliant fi nance 
to expand in the country. With a 
large number of participants from the 
international arena, the forum will be a 
groundbreaking introduction to Islamic 
opportunities in an economy that was 
recently upgraded from Frontier Markets 
to Emerging Markets in MSCI’s index. 

The fi rst session of the forum will 
address the present opportunities in 
Pakistan’s Islamic banking industry, and 
representatives from Standard Chartered 
Saadiq and Citibank will discuss 
the industry’s outlook and current 
regulatory environment. The following 
session will take a look at project and 
infrastructure fi nance, and how Islamic 
fi nance could play a role in public-
private partnerships, with Bank Alfalah 
and Dentons discussing their experiences 
in key markets of Saudi Arabia, Malaysia 
and the GCC, and how this could be 
replicated in Pakistan.

The third session of the day will go 
deeper into the Islamic capital and 
Takaful markets, and touches upon 
themes such as innovation, trends 
and performance. As Islamic fi nance 
progresses throughout the years, what 
are the current trends that will allow 
for more Shariah compliant capital-
raising? What are some of the major 
challenges in issuing Sukuk in the 
country? In the fi nal session of the day, 
the forum will see participation from 
Finance Accreditation Agency (FAA) 
and Summit Bank as they att empt to 
provide clarity on the development of 
talent in the industry. How prepared are 

the Islamic fi nance talents in meeting 
the needs of the industry in Pakistan? 
What can be done to give birth to a solid 
lineup of leadership? These are some 
of the thought-provoking questions 
that will certainly capture the minds of 
participants at the forum. In addition, the 
forum will also feature a two-and-a-half-
hour ‘Pakistan Dialogue’ session — a 
high-level, invite-only, roundtable event 
comprising senior regulators and market 
leaders.

Supported by the SBP and in partnership 
with Bank Alfalah, Allied Bank and FAA, 
among many others, IFN Pakistan Forum 
2016 will bring together leaders in the 
Islamic fi nance industry as they tackle 
some of the toughest questions 
pertaining to the industry. With its 
population slowly but surely becoming 
aware of the competitive depth of Islamic 
fi nance, Pakistan will remain a vital 
market in the eyes of global investors for 
years to come.

Islamic inance’s growing reach in Pakistan

The UK is hoping to internationalize 
Islamic fi nance through its largest 
fi nancial commitment via Prosperity 
Funds to sustainable projects in 
Malaysia, a move likely to spur Shariah 
compliant cross-border fl ows. VINEETA 
TAN brings you the story.

The Foreign & Commonwealth Offi  ce 
(FCO) of the UK confi rmed that the 
government will allocate Prosperity 
Funds worth GBP913,500 (US$1.21 
million) for eight projects in Malaysia 
to commence in the 2016/17 period. 
The amount is the highest ever to be 
committ ed since the UK’s Prosperity 
Funds, worth GBP1.3 billion (US$1.73 
billion) globally from 2016-20, began 
in 2011 to facilitate economic and 
sustainable growth in emerging 
economies.

The decision comes amid a concerted 
push by the UK to position itself as 

the western hub for Islamic fi nance, an 
ambition made clear with its inaugural 
sovereign Sukuk issuance two years 
ago, as well as its proactive stance on 
the development agenda — the UK is 
the only major country globally to meet 
the United Nation’s spending target 
of 0.7% of its gross national income on 
development. 

“The projects are designed to strengthen 
economic governance, internationalizing 
Islamic fi nance, boosting education 
partnership, enhancing low carbon cities, 
low carbon energy, sustainable mobility 
as well as developing Malaysia’s 
roadmap to emission intensity reduction 
in support of Malaysia’s pledge made 
at the United Nations Framework 
Convention on Climate Change last 
year,” the FCO elaborated.

What this suggests is that it is very 
likely the funding for these projects — 

a result of successful bids by key UK 
implementers such as Carbon Trust, 
Future Cities Catapult and The City 
UK — would be disbursed in a Shariah 
compliant manner, either partially 
or wholly, for technical assistance 
and expertise on these ventures. It 
is confi rmed that the British High 
Commission Kuala Lumpur will 
engage various Malaysian stakeholders 
including Bank Negara Malaysia, the 
Economic Planning Unit, Gas Malaysia, 
UN Development Programs Malaysia, 
Green Technology and Water as well as 
several local municipal councils among 
others to deliver these projects.

“This increased funding enables us to 
create new opportunities for cooperation 
as well as strengthen existing 
collaborations,” said Vicki Treadell, 
British High Commissioner to Malaysia.

The UK commits record amount to sustainable projects in 
Malaysia to internationalize Islamic inance
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Turkey’s return to the international 
Sukuk market with a US$1 billion 
issuance in June 2016 clearly signals 
its growing drive to further tap the 
Islamic fi nancial market. The increasing 
number of participation banks in the 
country refl ects the strong commitment 
and support from the Turkish 
authorities, as well as a healthy public 
perception regarding Islamic fi nancing 
and banking activities, as the Republic 
moves closer toward achieving Vision 
2023. As the country steps up its Shariah 
compliant activities, IFN Turkey Forum 
returns to Borsa Istanbul for its 2016 
incarnation. DANIAL IDRAKI writes.

With exceptional support from the 
Turkish regulators, the forum will 
begin with a discussion on the digital 
technology wave in the fi nancial and 
banking sector, and will look at how 
participation fi nancial institutions could 

capitalize on the growing trend. Turkish 
regulators from the central bank, treasury 
and capital markets will then discuss the 
country’s regulatory environment and 
its involvement in driving the growth of 
participation banking activities.

Major fi nancial institutions will 
continue to share their views in a 
roundtable discussion on strategies and 
opportunities in capital-raising activities, 
with King & Spalding, Emirates NBD 
Capital, HSBC Turkey and CIMB Middle 
East being part of the panelist lineup. The 
next session will touch on the fi ntech and 
crowdfunding sectors of the fi nancial 
industry, and discuss the prospects for 
the participation fi nance industry in this 
niche area.

The forum will next see strong 
involvement from the likes of BPY Asset 
Management, HSBC Turkey, Aktif 

Bank and the Islamic Trade Finance 
Corporation as they dissect the role of 
participation fi nance in achieving Vision 
2023, and analyze some of the strategies 
that would enable the fi nance industry 
to achieve Turkey’s development goals, 
before wrapping up the day with the 
‘Turkey Dialogue’ session, a high-level 
closed door, invite-only roundtable 
discussion comprising senior regulators, 
market leaders and a select group of 
international representatives.

In its eighth year, the IFN Turkey Forum 
is fully supported by fi nancial regulators 
and the participation fi nance community. 
With a robust debt capital market and a 
rapidly developing Shariah compliant 
equity market, the forum will bring 
together the industry’s leading arrangers 
and issuers to discuss the newest deals 
and trends impacting participation 
fi nance in Turkey.

Turkey’s participation efforts in realizing Vision 2023

The growth trajectory of the re-Takaful 
industry has always gone hand in 
hand with that of Islamic insurers’ 
momentum in capturing the market 
share. However, the re-Takaful industry 
in the MENA region has not enjoyed 
the same level of progress as compared 
with its conventional counterpart, 
due to a number of limiting factors. 
DANIAL IDRAKI explores.

In AM Best’s recent report on the MENA 
reinsurance industry, the US-based 
insurance rating agency noted that the 
earnings of re-Takaful operators have 
largely mirrored the diffi  culties faced 
by Takaful cedants, and in particular, 
the poor technical performance of 
Takaful operators that translated into 

underwriting losses for re-Takaful 
companies.

“Re-Takaful operators that write a 
balanced portfolio of conventional and 
Takaful business have tended to perform 
bett er, while those that have sought to 
only provide cover to Takaful operators 
have suff ered greatly,” AM Best 
affi  rmed. It added that this has resulted 
in a number of re-Takaful companies 
either going into “run-off ” or drastically 
downsizing their operations.

Another factor that appears to stunt the 
growth of re-Takaful is the struggle for 
operators to establish strong franchises 
in the region, and an element of 
this is linked to the inability of most 
Takaful cedants to gain traction in their 
respective markets.” However, for 
Takaful operators and their respective 
Shariah boards, a key consideration is 
the quality and availability of re-Takaful 
counterparties to provide protection to 
the policyholders’ fund, and at present, 
Takaful cedants continue to choose 
traditional reinsurance capacity over 
re-Takaful capacity,” the report noted. 
Re-Takaful operators often cite that 
insuffi  cient capacity to support high-
value risks, generally weaker fi nancial 
strength ratings, and, to some extent, the 
service and assistance provided by these 

counterparties, as various contributing 
factors to their conundrum.

“In AM Best’s opinion, for re-Takaful 
companies to succeed in developing their 
scale and profi le, the Shariah boards of 
Takaful operators need to increase their 
emphasis on requiring management to 
seek Shariah compliant capacity before 
approaching conventional reinsurers,” 
the insurance rating agency added. 
As it is, the vast majority of re-Takaful 
operators are subsidiaries or branches 
of large conventional reinsurers, who 
see re-Takaful as a distribution channel 
to att ract new business or maintain 
relationships with Takaful cedants.

In the overall landscape of the 
reinsurance industry in the MENA 
region, AM Best believes that while 
MENA-domiciled reinsurers continue to 
target growth in presence and 
penetration in the region, the majority of 
companies remain small when compared 
with their international counterparts. 
Reinsurers’ earnings are expected to be 
put under increased pressure over the 
medium term on the back of 
deteriorating economic conditions, low 
premium rates and elevated loss 
experience on property and commercial 
risks.

Re-Takaful operators in MENA still struggling to gain traction 
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A decade ago, refl ecting on the 
purpose of Islamic fi nance within 
Shariah, Mahmoud El-Gamal argued 
that the replication of all conventional 
fi nancial products within Islamic 
fi nance should be abandoned and 
instead, Islamic fi nance should 
focus on community banking, 
microfi nance and socially 
responsible investment. 

In other words, in his view, 
Islamic fi nance should 
relate to the social and 
economic ends of fi nancial 
transactions, rather than 
the contractual mechanics 
by which fi nancial aims are 
achieved. But this call for a 
return to the near past of Islamic 
fi nance has been largely dismissed 
among bankers. One possible 
reason is the way that Islamic 
fi nance has become enmeshed in 
fi nancialization which is largely 
unseen and depoliticized.

Financialization – a hot term on the 
conference circuit – is the term for 

the largely invisible social reordering 
process in which fi nancial institutions 
and markets move closer and closer 
to the center of social relationships 
of power. And fi nancialization is 
made possible by nonfi nancial sectors 
becoming aligned with fi nancial goals 
and practices. Take for example, a 
commodity Murabahah or Bai Al 
Tawarruq contract. This contract has 
been used to create a secondary market 
for cell phone airtime. As the bank 
obtains a client’s ‘promise to purchase’ 
and then buys commodities from a 
broker, this contract properly avoids 

Riba. The bank then sells the 
commodities, in this case 

cellular airtime, at a markup 
known as cost plus profi t. 
And then fi nally, the 
client authorizes the bank 
as the agent to sell the 
commodities back to the 

commodity broker for cash. 
In this fi nancing structure, 
the client gets a loan, the 
bank gets a profi t and the 
commodity broker gets a 
fee.

This secondary market 
reveals how fi nancialization 

invisibly creeps into the 
cracks of communication 
between family and friends. 

But further, as banks move 
toward ending physical banking 

and toward online-only intermediation, 
and phones increasingly becoming the 
point of access to cash, loans, and sales, 
banking and fi nance institutions will 
also intermediate access to markets and 
money without consumers’ knowledge, 
invisibly. Both Islamic and conventional 
bankers want to retain profi t as 
intermediaries in these relationships. 
But as “all that is solid melts into air”, 
whom does intermediation serve?

Women and Words: Who gains and who loses with 
intermediation of new currencies?
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Regulatory landscape
The UAE, whose Civil Code is deeply 
anchored in Shariah, has a relatively 
comprehensive Islamic fi nance legal 
infrastructure with several laws, decrees 
and resolutions related to Shariah 
compliant banking and fi nance. There is 
also a concerted eff ort by the government 
to continue enhancing the regulatory 
environment in line with Dubai’s Islamic 
economy ambitions. For example, the 
cabinet in May 2016 approved the 
creation of a national Shariah authority to 
harmonize and optimize the supervision 
of Islamic fi nancial institutions while 
the Central Bank of the UAE made 
reinforcing the legislative, regulatory 
and supervisory environment of Islamic 
fi nance part of its 2017-21 strategy.

Banking and inance
The UAE is one of the biggest Islamic 
banking market in the world after 
Saudi Arabia and Malaysia. As of 
July 2016, 24.4% (AED494.5 billion or 
US$134.59 billion) of gross banking 
assets are Shariah compliant, according 
to central bank data, which also showed 
that the growth of Islamic banks have 
been outstripping their conventional 
counterparts — 10.6% year-on-year 
against 3.1%. 

At 50 conventional banks and eight 
Islamic banks, the UAE market — home 
to a population of over nine million 
— is perceived as overbanked; the 
demand for Shariah banking, however, 
is encouraging. In fact, the number of 
Islamic fi nancial services providers is 
growing. Take for example, Sydney-
based Equitable Financial Solutions 
which set up shop in Dubai earlier in July 
and Chinese entity Chinese Business Hub 
which began off ering a Muslim-friendly 
investment product out of its Dubai 
offi  ce.

Despite a slowdown in lending dragged 
by the increasing economic pressure 
which has fuelled risk aversion among 
banks, a July 2016 credit survey by 
the central bank indicated that 22.5% 
of senior credit offi  cers expect Islamic 
fi nancing to increase moderately over the 
next quarter. 

The UAE is also focusing on developing 
its fi ntech capabilities to support the 
banking sector. At the end of August, a 
consortium of some of the largest Islamic 
banks and lenders began investing into 
the government’s mWallet platform 
developed to replace traditional cash 
payments.

Another development worthy of note is 
the impending merger of the National 
Bank of Abu Dhabi and First Gulf Bank, 
which will create the Gulf’s largest bank 
by assets. Both the banks off er Islamic 
fi nancial services and an amalgamation 
is likely to boost their Islamic fi nance 
footprint as well.

Sukuk
Entering the Sukuk market in 2004 
through a US$1 billion Sukuk Ijarah by 
Dubai’s Department of Civil Aviation, 
the UAE, like Malaysia and Saudi Arabia, 
is one of the top Sukuk issuers globally. 
Latest 12-month rolling data from 
Dealogic showed that the UAE is the 
second-largest Sukuk issuer with US$2.91 
billion-worth of issuance or 25.1% of the 
total global market share.

Issuance aside, the UAE is also a popular 
Sukuk listing destination. As at early 
September 2016, the total value of Sukuk 
listings on NASDAQ Dubai reached 
US$44.8 billion following the listings of 
Sharjah Islamic Bank’s US$500 million 
Sukuk and the US$250 million Sukuk 
from Emirates Islamic.

Interestingly, while Dubai strives to 
become a global Islamic economy center, 
the emirate has yet to issue a sovereign 
Sukuk — neither has the Abu Dhabi 
government, despite the likes of Sharjah 
and many corporates from Dubai 
and Abu Dhabi tapping the Islamic 
capital markets. The IMF in August 
recommended for the authorities to 
approve the Public Debt Law and Trust 
Law to pave the way for Sukuk issuance 
at the federal level.

Takaful
Islamic insurance, which is regulated by 
the Insurance Authority, was introduced 
in the UAE in 1979 by Islamic Arab 

Insurance Company (SALAMA Takaful). 
Dubai Islamic Insurance & Reinsurance 
Company (AMAN) followed suit in 
2001, and since then another nine Islamic 
insurers joined the market.

Takaful regulations were, however, 
introduced much later in 2010, which, 
among others, include more stringent 
Shariah compliance requirements and 
prohibit Takaful window operations. In 
January 2016, new Takaful prudential 
regulations stipulating new solvency 
standards inspired partially by the EU’s 
Solvency II standards, came into eff ect. 
The regulations, the fi rst of its kind in the 
Arab world, required Takaful operators 
to also develop investment and risk 
management policies in compliance with 
the following maximum limits set by law:
• 30% limit on real estate investment
• 30% limit on equities, only one-third 

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

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

EY estimates that the UAE in 2014 would 
have generated US$1.31 billion-worth of 
gross Takaful contributions, the second-
highest in the GCC after Saudi Arabia 
at 15% market share. And the UAE is 
highlighted as a key market to be driving 
Takaful product development in the 
region.

Outlook
Like its regional peers, the UAE is facing 
economic pressures as a result of weaker 
oil prices — which also adversely impact 
its banking sector. After a GDP growth 
rate of 6% over the last few years, the 
World Bank expects growth to moderate 
to 2.5% between 2016 and 2018 in the new 
low oil price environment. The UAE, 
however, with its relatively diversifi ed 
economy, would fare bett er than its GCC 
neighbors. It will be a tough next year for 
Islamic banks as they run the risk of lower 
profi tability and weaker asset quality but 
the demand for Shariah compliant 
products and the government’s 
commitment to the sector are likely to 
materialize in concrete regulatory 
measures which are likely to support the 
development of the industry.

The UAE: Keeping the momentum going 
The UAE is one of the top Islamic fi nance markets of the world but even so, Shariah compliant fi nancial activities 
have taken a backseat as the region wrestle with tough economic conditions. VINEETA TAN casts an eye on the 
development of Islamic fi nance in the Emirates over the last 12 months.
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Overview
The declining commodity prices have put 
a strain on the economy of oil-producing 
countries, especially in the GCC, where 
governments are rushing to rein in 
spending and corporations are facing 
a liquidity crunch and lower margins, 
prompting them to pursue a strategy 
of consolidation to ensure continued 
growth. According to a recent IMF report, 
the fall in oil prices has led to large 
export revenue losses in the Middle East, 
Afghanistan and Pakistan of a staggering 
US$390 billion in 2015 and the expectation 
of a further US$140 billion this year, and 
the international agency suggests that 
countries need to reduce their dependence 
on oil and accelerate reforms to manage 
the new reality of low oil prices.

MENA
In the UAE, International Petroleum 
Investment Company (IPIC) and 
Mubadala Development Company 
plan to merge and pool together about 
US$135 billion in assets. The two 
investment vehicles, which make Islamic 
investments, will see a combined entity 
that realizes synergies and growth in 
sectors such as energy and utilities, 
technology, aerospace, healthcare, real 
estate and fi nancial investments.

The combination of IPIC and Mubadala 
is the second major M&A deal 
announced in the UAE, after the National 
Bank of Abu Dhabi (NBAD) and First 
Gulf Bank (FGB) agreed to merge, which 
would result in the largest bank in the 
MENA region with combined assets of 
AED642 billion (US$174.78 billion). The 
merger is expected to become eff ective 
in the fi rst quarter of 2017, with FGB 
holding approximately 52% of the new 
entity, to operate under the NBAD brand, 
while NBAD will own about 48%.

Over in Bahrain, GFH Financial Group 
revived plans to acquire Shariah 
compliant Bank Al Khair after merger 
negotiations between the latt er and 
GFH’s subsidiary, Khaleeji Commercial 
Bank, fell through in 2014. GFH earlier 

in May secured preliminary approval 
to jointly launch an Islamic bank with 
the Abu Dhabi Financial Group (which 
increased its stake in GFH to 11.74% 
this year) in Abu Dhabi’s international 
fi nancial center.

Bank Dhofar and Bank Sohar had in the 
middle of this year reached an agreement 
for its proposed merger that would create 
the second-largest bank in Oman with 
combined assets of almost US$16 billion. 
Should the merger come to fruition, 
every one share of Bank Dhofar will be 
exchanged for 1.29 shares of Bank Sohar. 
Bank Dhofar operates Maisarah Islamic 
Banking Services while Bank Sohar runs 
Sohar Islamic. 

The Bank of Palestine (BoP) had in March 
received shareholders’ approval to merge 
with Palestine Commercial Bank in a 
share swap of 3:1 in favor of the BoP, 
which will increase the BoP’s paid-up 
capital by US$10 million. At its general 
assembly, the BoP also received the 
nod to acquire an additional 31% stake 
in Arab Islamic Bank (AIB) operating 
in Palestine, which will allow them to 
become a majority shareholder with a 
51.98% stake in AIB. 

Qatari Islamic investment bank 
QInvest recently acquired Turkish 
asset management fi rm ERGO Portfoy 
(now rebranded as QInvest Portfoy), 
as part of its strategy to capture 
growing Shariah investment fl ows 
into Turkey. The entity now boasts 
total assets under management of 
almost US$1 billion. Already a Shariah 
compliant asset management fi rm prior 
to the acquisition, QInvest Portfoy 
commands about 1.3% of Turkey’s asset 
management market.

Egypt-based Akanar Partners had in 
March this year merged with Arqaam 
Capital’s investment banking division 
and will lead corporate fi nance eff orts 
across Arqaam’s regional footprint. 
Arqaam Capital is a UAE-based specialist 
emerging markets investment bank with 
Islamic fi nance capabilities.

Asia
In South Asia, Bahrain-based Al Baraka 
Banking Group’s Pakistani unit plans to 
merge with Burj Bank in the last quarter 
of 2016 to create a single Islamic bank 
under the Al Baraka brand with total 
assets of more than US$1.1 billion. Al 
Baraka Islamic Bank-Bahrain, which is 
part of the Al Baraka Banking Group, 
will remain the major shareholder 
subsequent to this merger, which is 
still subject to approvals from the State 
Bank of Pakistan and other regulatory 
authorities. 

After a series of discussions and 
negotiations, Malaysia Building Society 
(MBSB), DRB-HICOM and Khazanah 
Nasional ended negotiations in February 
this year as they were not able to 
reach an agreement on the terms and 
conditions of the proposed merger 
between MBSB and Bank Muamalat, 
of which DRB and Khazanah are 
shareholders. MBSB, however, said that 
it remains open to merger opportunities 
in order for it to become a fully-fl edged 
fi nancial institution. 

In neighboring Indonesia, the State-
Owned Enterprises Ministry is aiming 
for a merger of two Islamic state-owned 
banks, BNI Syariah and BTN Syariah. 
The government had previously included 
Bank Mandiri Syariah and BRI Syariah in 
the merger plan. 

With no end in sight as to the true 
recovery of oil prices, the markets can 
expect more M&A taking place in the near 
term, especially in the GCC region, where 
the impact of lower commodity prices is 
altering its economic landscape.

M&A in Islamic inance: A catalyst for further 
growth and expansion amid the oil decline
Across the Middle East and Asia, the Shariah compliant fi nancial landscape has seen interesting momentum in 
mergers and acquisitions (M&A) activity in recent times, especially on the back of lower oil prices. DANIAL 
IDRAKI provides an overview of recent developments.
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HK Realtindo’s medium-term note 
program

IDR120 billion (US$9.11 million)

 
24th August 2016

Issuer HK Realtindo

Obligor PNM Investment 
Management

Size of issue IDR120 billion (US$9.11 
million)

Mode of issue Bookbuilding

Purpose Business Expansion

Tenor Two to three years

Issuance price 100%

Profi t rate Private

Payment Quarterly

Currency Indonesian rupiah

Maturity date 24th August 2018

Lead manager/
arranger Mandiri Sekuritas

Governing law Indonesian law

Legal 
advisor(s)/
counsel

Sari Lukita & Partners

Listing Non-listed

Underlying 
assets Property projects

Rating ‘idBBBsy’ by PEFINDO

Shariah 
advisor(s) Dewan Syariah Nasional

Structure Mudarabah

Tradability Yes

Investor 
breakdown Private

Face value/
minimum 
investment

Private

The Indonesian corporate Sukuk 
market was recently revived with 
a IDR120 billion (US$9.11 million) 
Sukuk Mudarabah issuance from HK 
Realtindo (HKR). Speaking to Taufi k 
Hendra Kusuma, the director of fi nance 
and human capital, NURUL ABD 
HALIM explores the state-owned fi rm’s 
sophomore Sukuk.

After having considered raising money 
either by way of issuing Sukuk or 
through a conventional loan, HKR 
decided to choose the former and 
by using the Mudarabah structure. 
The structure, according to Taufi k, is 
quite fl exible and fi ts with the fi rm’s 
fundraising objective: to fi nance housing 
development project expansion in 
Indonesia. Witnessing a maturing market 
for Sukuk in the wake of interest from 
issuers and investors on the domestic 
front, HKR saw the opportunity to tap 
the market to grow its Shariah-inclined 
investor base. 

The Mudarabah paper was well received. 
“We can gladly say that the transaction 
has met with our expectation in terms 
of proceeds and the market is still 
expecting another issuance from us,” 

enthused Taufi k, adding that there was 
no diffi  culty for the issuer in the process. 
However, when commenting on the 
pricing, it was said to be a “tricky one”. 
“There are plus and minus [points] in 
pricing the Sukuk if we compare it with 
a conventional bond,” he said while also 
highlighting the fact that the cost for this 
issuance was relatively equal to issuing a 
conventional debt.

While the fundraising aspect of the 
issuance presented no challenges to the 
issuer, thanks to the support it received 
from the market, there is another 
concern from the regulatory point of 
view which the issuer seeks to mitigate. 
“As an issuer, we [are] only concerned 
about the permit process from [the] 
regulator, especially if the Sukuk will 
be formed as an underlying asset for 
other retail products like investment 
funds,” voiced Taufi k who added that if 
the process can be made less arduous, it 
will help expedite the completion of the 
funded project and minimize the risk of 
uncertainty.

HKR is a subsidiary of state-owned 
construction fi rm Hutama Karya. In 
2015, the property developer sold 
a IDR150 billion (US$11.39 million) 
Sukuk Mudarabah facility — the fi rst 
under the same program and also the 
fi rst state-owned enterprise in property 
development to issue Sukuk. 

Looking forward, the issuer intends to 
explore other Islamic structures such as 
Ijarah and Ijarah Muntahiya Bil Tamleek 
in its fi nancing plan. HKR also 
encourages the regulator and arranger to 
adopt a Shariah compliant real estate 
investment trust in an att empt to 
minimize the housing backlog problem.

Sophomore Sukuk Mudarabah by 
state-owned property developer 
HK Realtindo

As an issuer, 
we [are] only 

concerned about 
the permit process 
from [the] regulator, 
especially if the 
Sukuk will be formed 
as an underlying 
asset for other 
retail products like 
investment 
funds
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By Daud Vicary, the president and CEO 
of the International Center of Education 
in Islamic Finance (INCEIF), The Global 
University of Islamic Finance.

Once again, the last month has been a 
very busy period for me. This time of 
year is usually dedicated to preparing 
and detailing plans and budget for the 
coming year. That process never gets 
any less challenging but it is certainly 
worth the eff ort.

In addition to internal matt ers, which 
include thinking about the near future, 
I have made a couple of trips during 
the last 30 days that I would like to 
refl ect on. The fi rst was a short hop to 
Singapore, where over a weekend I 
att ended and spoke at a Young Persons 
Association Function, focusing on 
fi nance in ASEAN. 

Needless to say, the slot that I was 
given was as a panelist for the Islamic 
fi nance session.  At least 350 delegates 
att ended consistently throughout the 
weekend. Not the usual throng at 
the opening address and then 
a gradual dwindling of the 
audience throughout the 
conference! Quite the 
opposite, in fact. 

The audience were 
young professionals 
from the region, 
some recently 
graduated and 
looking for jobs, 
some already in 
jobs and some still 
continuing with 
their studies. Levels 
of engagement were 
good throughout and 
there was a high-quality 
level of questioning and 
advice being given. 

The one point I would like 
to make here, although 
the whole Islamic 
fi nance session was 
very stimulating for 
participants on both 
sides of the stage, is this — 
toward the end of the session the 
panel asked the audience 
the question: “How many 

of you knew something about 
Islamic fi nance before this 

session started?” A solitary 
hand emerged. The next 
question was: “How many 
of you now feel you have 
some understanding of 
Islamic fi nance?” The 
response was 100% of 
the 300-plus there. One 
fi nal question was this: 
“How many of you 
would now consider 
looking at a career that 

involved Islamic fi nance 
and responsible fi nance?” 

About 60% of the audience 
raised their hands. That 

was an impactful session, I 
thought to myself!

My second trip was to Abu 
Dhabi in the UAE, where 

an advisory panel that 
I sit on was judging a 
competition on innovation 
and eff ectiveness in 

ethical fi nance. About 60 
applicants had been whitt led 

down to a fi nal six who were given 
an hour each to present and 

to interact with the panel. 

Our job was to whitt le down the six to 
three fi nalists for a public presentation 
and voting next month (October). 
Presentations covered innovations 
around crowdfunding, training, 
community help and environmental 
projects. 

All were worthy fi nalists and 
demonstrated good use of Islamic 
principles, a duty of care and some 
considerable innovation. It was a 
tough job to select the fi nal three. What 
impressed me most was the passion 
with which the cases were presented 
by people who had, and continue to, 
roll their sleeves up and get something 
done. All credit to them…they are all 
winners. 

I am glad that I can write briefl y about 
this experience here and I am sure the 
organizers, in due course, will share 
the innovations and initiatives of these 
six fi nalists with a wider audience. 
They are worthy of being aired, if only 
to demonstrate the amount of impact 
that is already being made by Islamic 
fi nance.

Until the next time, there is much to do 
and not a moment to lose! 

Daud speaks
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By Mohammed Khnifer, an Islamic debt 
capital markets banker at a supranational 
banking institution as well as an AAOIFI-
certifi ed Shariah advisor and auditor.

There will always be an intense 
debate between the ‘Old Guards’ 
(conservative Islamic scholars) and 
the ‘New Innovators’ (young Shariah 
scholars and product developers) 
over how far we would go in terms 
of pushing the envelop of fi nancial 
engineering. This is seen clearly in 
the new frontier markets in Islamic 
fi nance (ie those who had their fi rst 
glimpse to Islamic debt or hedging 
instruments). At the same time, there 
will always be those who will take 
advantage of the thin line of what is or 
what is not acceptable by the majority 
of school of thoughts to perform what 
is commonly known in the industry as 
legal stratagems (Hiyal).

To give an example of the 
aforementioned, I have always been 
intrigued by the short-sale methodology 
itself which is being marketed/
claimed a Shariah compliant one. 

Generating returns 
from falling market
Hedging prudentially by 
shorting infl ated shares 
is an economic-wise 
decision which can 
restore balance 
within the market 
as short-sellers 
hedge their long 
positions. Until 
the present stage 
of its development, 
fund managers were 
unable to protect 
their investments 
from the downward 
trends. Since more 
than a decade ago, the 
Islamic fi nance industry 
has been without the 
ability to profi t from falling 
markets. 

The classical defi nition of short 
selling, after taking a negative 
view on the stock, is to sell 
something you do not own. 
The hedge fund manager 

will borrow the security, sell it high and 
deliver it to the broker at the closing 
date after buying it low. During this 
process, an interest is being paid in the 
form of stock borrowing costs.

Legal 
stratagems 
During the 
att empts to 
fi nancially 

engineer a 
Shariah 
compliant 
method for 
short selling, 

there were those 
major players 

who resorted to 
a legal stratagem 
after leveraging on 
the illiteracy of the 

ultra-high-net-worth 
individuals. Even the 

Shariah advisors jumped 
on the bandwagon after 
being misinformed about 
the mechanism of the 

opaque hedging platform. 

In 2007, one universal bank 
thought it had developed 
the long sought-after Holy 
Grail of innovation at that 

time, ie an Islamic 
hedging platform. It 
is, perhaps, this 

mistaken belief that has led some 
product providers to have recourse to 
artifi cial solutions which att empt to 
circumvent Shariah structures by 
swapping returns from hedge funds, 
even though the hedge funds, at that 
time, themselves are without Shariah 
supervision and may invest in anything 
from currency futures to interest-
bearing instruments like T-bills and 
bonds, and may even include shares of 
companies in the business of gambling 
or alcohol. Such stratagems, however 
cleverly engineered or labeled (one calls 
itself ‘Shariah Conversion Technology’), 
have been rejected by the market.

  @MKhnifer

Since more 
than a decade 

ago, the Islamic 
inance industry 

has been without 
the ability to pro it 
from falling 
markets

The blunt end
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NEW ZEALAND

By Mohamed Nalar

The prime minister of New Zealand, 
John Key, says Indonesia’s young 
population presents a number of 
opportunities for Kiwi businesses. 
He recently visited Indonesia for a 
three-day visit aimed at boosting trade 
between the two countries. 

New Zealand needs to build trade 
with countries like Indonesia to avoid 
having all its eggs in the Chinese basket, 
Key had said ahead of his visit to the 
Southeast Asian country.

The focus of the trip was on 
opportunities for Kiwi exporters in the 
education, energy, aviation and food 
and beverage sectors. Indonesia boasts 
a population of over 250 million people, 

and is set to become the world’s seventh-
largest economy by 2030. The more 
interesting statistic is that 150 million of 
this population is under the age of 25. 
The country's growing middle class is 
also a boon to New Zealand exporters, 
particularly in the food and beverage 
sector.

One of the recent developments have 
been the Indonesian government 
leaders’ genuine interest in their 
willingness to open up the country to 
more beef imports from New Zealand. 
Some Indonesian government leaders 
wanted the country to become self-
suffi  cient in beef and began restricting 
imports since 2010. However, the reality 
is that as the country becomes wealthier, 
more people want to eat beef, but the 
shortage of the product had pushed 
prices beyond most consumers. 

This renewed focus and interest 
presents an ideal opportunity for the 
Islamic fi nance sector to capitalize on 
opportunities by developing suitable 
Islamic investment vehicles to facilitate 
investment between the two countries 
for Indonesian investors to take 
advantage of the increasing trade fl ows. 

Indonesia does not feature in New 
Zealand’s foreign direct investment 
tables including stock of foreign direct 
investment in New Zealand by country.

This is not to say that Indonesian entities 
are not investing in New Zealand, but 
merely that the offi  cial fi gures do not 
register Indonesia as a source of foreign 
investment. 

On the other hand, Fonterra, a New 
Zealand-based global leader in dairy 
nutrition, opened its IDR340 billion 
(approximately NZ$35.15 million or 
US$25.74 million) blending and packing 
plant in Indonesia in September 2015, 
its fi rst manufacturing facility in the 
country. This is Fonterra’s largest 
investment in ASEAN in the last 
decade. New Zealand Oil and Gas also 
purchased oil and gas exploration rights 
in Indonesia back in 2011.

Mohamed Nalar is a trustee and board 
member of Awqaf New Zealand. He can be 
contacted at m.nalar@actrix.co.nz.

New Zealand looks to increase trade with 
Indonesia
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MALAYSIA

By Ruslena Ramli

Boosting the second half of 2016 (2H 
2016) expectations of the domestic 
Sukuk market, Sarawak Hidro (Sarawak 
Hidro or the Company) charged up the 
Sukuk scene with its recent RM5.54 
billion (US$1.37 billion) Sukuk 
Murabahah facility which was issued 
in a lump sum on a bought-deal basis to 
joint lead managers. Rated ‘AAA/Stable’ 
by RAM Ratings, the Sukuk facility 
was issued on the 11th August 2016 
and was snapped up by a diversifi ed 
mix of investors comprising fi nancial 
institutions, asset/investment managers, 
insurance companies, pension funds, 
government and corporate bodies. 
The profi t rate of the facility ranged 
from 4.11% to 4.67%, according to the 
respective tenures of the issuance.

Sarawak Hidro, rated ‘AAA/Stable’, is 
viewed as having a superior liquidity 
profi le that is supported by an 
irrevocable and unconditional lett er of 
undertaking from the government of 
Malaysia to top up any shortfall in cash 
fl ow throughout the life of the Sukuk. 

The government’s commitment is further 
underscored by the Ministry of Finance’s 
100% ownership of Sarawak Hidro 
and covenants requiring it to maintain 
a controlling stake in the Company 
during the tenure of the Sukuk, as well 
as Sarawak Hidro’s role as the owner of 
Malaysia’s largest hydropower dam — 
currently the key source of electricity 
supply crucial to the development of the 
Sarawak Corridor of Renewable Energy.

We believe the Sukuk market will, 
in 2H 2016, continue to benefi t from 
sizeable corporate and quasi-government 
Sukuk issuances despite slower market 
conditions, as refl ected in RAM’s 
downward revision of Malaysia’s GDP 
growth to 4.2%. Investment activity 
in infrastructure projects is expected 
to again take centre stage, providing 
upside potential for the country’s overall 
investment activities. 

Based on these assumptions, RAM’s 2016 
projection of total private debt securities 
(PDS), comprising quasi-government and 
corporate issuances, was RM75-RM85 
billion (US$18.48 billion-20.95 billion), 
with Islamic PDS on average contributing 
more than 50%. As at the end of July 

2016, Malaysia’s total PDS issuances had 
markedly improved to RM47.3 billion 
(US$11.66 billion) from RM34.1 billion 
(US$8.4 billion) for the corresponding 
period in 2015, with Sukuk PDS 
issuances making up a strong 76.3%.

Ruslena Ramli is the head of Islamic fi nance 
at RAM Rating Services. She can be 
contacted at ruslena@ram.com.my.

Sarawak Hidro: Powering up the Sukuk market

Asset & fund managers 19.7%
Insurance & Takaful companies 18.4%
Government & pension funds 16.9%
Corporate bodies 0.4%
Financial institutions 44.6%

Source: Maybank
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MOROCCO

By Dr Ahmed Tahiri Jouti

On the 2nd August, the House of 
Councilors adopted Law n° 59-13 
modifying and completing Law 
n° 17-99 related to the insurance 
code introducing, for the fi rst time, 
provisions concerning Takaful. This 
is considered to be the penultimate 
step in the legal process. Indeed, after 
the approval of the government and 
the vote of both Houses (the House 
of Representatives and the House 
of Councilors), the law needs to be 
published in the Offi  cial Journal of the 
Kingdom of Morocco in order to take 
eff ect.

The legal framework
As for Islamic banking, the Takaful 
legal framework in Morocco is not 
an independent text, it is part of the 
insurance code that defi nes all the 
requirements for insurance operators. 
The legal framework introduced several 
amendments and provisions relating to 
the Takaful sector. Moreover, the legal 
framework for Takaful is completed with 
the royal decree. 

The main provisions of the 
legal framework
The law introduced the following 
amendments for the Takaful industry:
• The Shariah compliance of the 

Takaful operators and operations is 
under the supervision of the Higher 
Council of Ulamas which supervises 
the whole Islamic fi nancial sector in 
Morocco including banking, Takaful 
and capital markets. The Higher 
Council of Ulamas has constituted a 
specialized commission for Islamic 
fi nance whose members were already 
nominated and are working on 
banking issues. 

• The law did not defi ne exactly 
the authorized Takaful models. 
Nevertheless, it requires the Takaful 
surplus needs to be distributed 
exclusively to the participants, which 
will limit the Takaful models to be 
adopted.

• In case of a Takaful defi cit, the 
operator has to provide the funds 
with a free loan in order to cover all 
the claims. 

• Conventional insurance companies 
are not authorized to off er Takaful 
products; only fully-fl edged Takaful 
companies are allowed to do so.

The Moroccan inancial 
authority’s strategy
In this context, the Moroccan authority 
for insurance called ACAPS has already 
announced some guidelines of its 
strategy for the integration of Takaful 
into the Moroccan insurance sector. 

The main guidelines for the Takaful 
strategy are as follows:
• The launch of Takaful in Morocco 

aims mainly at facilitating Islamic ba         
nks. Therefore, in the fi rst phase, only 
Family Takaful products would be 
allowed. The other Takaful products 
would be gradually authorized to 
ensure the stability of the whole 
sector.

• The law is not restrictive concerning 
the Takaful models. Nevertheless, 
the Higher Council of Ulamas needs 
to approve the business models of 
Takaful operators and to coordinate 
with ACAPS.

The main challenges 
Adopting a legal framework is a 
serious step but it is not suffi  cient. A 
comprehensive regulatory framework 
needs to be drafted and Shariah 
compliant fi nancial instruments need to 
be issued.

Moreover, to ensure their profi tability, 
operators are asking ACAPS and the 
Higher Council of Ulamas to enable them 
to take a part of the Takaful surplus. 
However, the licensing process would 
help the operators and the regulators 
to draft a comprehensive framework 
suitable for the development of a strong 
Takaful industry.

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

Morocco: A legal framework for Takaful in place inally

BANGLADESH

By Md Siddiqur Rahman

Islamic banking, the growing subsector 
of banking in Bangladesh, fared 
bett er compared to its conventional 
counterparts in almost all indicators. 
The recent Financial Stability Report 
released by the central bank of 
Bangladesh calibrated the achievements 
of the Shariah-based banks that hold 
more than one-fi fth of the market share. 
Islamic banks are witnessing consistent 
growth over the last couple of years in 
terms of assets, deposits, investments, 
and shareholders’ equity.

The profi t income to total assets ratio of 
Islamic banks reached 7.7%, higher than 

that of the conventional banking sector’s 
interest income to total assets ratio of 
6.2%. The return on equity (ROE) of the 
Islamic banking industry stood at 11.6% 
against the overall banking industry ROE 
of 9.4%, indicating the higher earnings of 
Islamic banks.

Under the Basel-III accord, Islamic banks 
maintained at 12.6% against 10.8% in the 
entire industry signifying their strengths 
to meet various kinds of shocks they are 
exposed to. Islamic banks also showed 
a bett er position regarding the classifi ed 
investments to total investments ratio 
in the review year. The ratio was 4.6%, 
substantially lower than the 8.8% for the 
overall banking industry. The classifi ed 
investment to total equity was 47.1% 

for Islamic banks, as compared with 
60.8% for the overall banking industry, 
indicating that they were more resilient 
in limiting possible losses from the 
investments.

In 2015, the Islamic banking sector 
collected and mobilized almost one-third 
of total foreign remitt ances. In addition, 
the sector handled US$4.84 billion of 
foreign inward remitt ance which is 32% 
of remitt ances collected by the entire 
banking industry.

Md Siddiqur Rahman is the executive vice-
president of Islami Bank Bangladesh. He can 
be contacted at siddiqur.md@gmail.com.

Consistent growth of Islamic banking is vital in Bangladesh
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PAKISTAN

By Muhammad Shoaib Ibrahim

On the recommendations of the 
Securities and Exchange Commission 
of Pakistan (SECP), the Federal Board 
of Revenue has accorded tax neutrality 
to Sukuk by allowing certain tax 
exemptions that were earlier available 
only to conventional securitization 
issues. The change in taxation laws for 
Sukuk issuance will greatly support 
the promotion of the Islamic fi nance 
industry particularly the Islamic capital 
and debt market of Pakistan. 

Sukuk is the fl agship capital market 
instrument of the Islamic fi nance 
industry and has att racted a number 
of new issuers globally as well as 
expanded the investor base worldwide 
despite a very challenging environment 
within the fi nancial market. 

The ongoing innovation in the Sukuk 
structure is changing the dynamics of 
the Islamic fi nance industry especially 
in the area of the Islamic debt market. 
Pakistan’s Sukuk market has made a 
modest contribution toward the world 
of Sukuk in terms of volume. However, 
in terms of innovation with global 
acceptance, Pakistan’s Sukuk market 

has contributed well by introducing 
innovative structures. 

The high issuance of global Sukuk 
belongs to just three key markets – 
Malaysia, Saudi Arabia and the UAE 
but it is now changing and gradually 
moving to new jurisdictions such as 
Indonesia, Turkey and other markets. 
However, taxation is often problematic 
in a few jurisdictions for Sukuk because 
of their asset-backed nature, which 
means multiple asset transfers may be 
required for a transaction to take place, 
creating a heavy tax burden for issuers 
unless special legislation is in place. 

The recent amendments to the tax law 
in Pakistan now provide the same tax 
exemptions bringing the issuance of 
Sukuk on par with their counterparts 
in terms of the transfer cost. The reform 
provides exemptions to taxable gains 
on the transfer of assets to an SPV, 
for tax on rental income earned by an 
SPV and for various withholding taxes 
linked to the transfer of underlying 
assets in Sukuk transactions. The tax 
concession, along with tax neutrality, 
for Sukuk is a welcome decision 
and will greatly support the further 
expansion of the Islamic capital and 
debt market. 

In a recent address at the World 
Islamic Finance Forum, Zafar Hijazi, 
the chairman of SECP, said that the 
commission has already established 
a dedicated and fully-fl edged Islamic 
fi nance department to coordinate and 
spearhead Islamic fi nance initiatives. 

Zafar further added that SECP is 
in the process of drafting a Shariah 
regulatory framework and for the fi rst 
time, provision of a ‘Shariah compliant 
company’ has been given in the draft 
Companies Bill, 2016. 

In order to provide a level-playing fi eld, 
the SECP is diligently working toward 
the harmonization and standardization 
of regulations thus enabling all market 
players to benefi t from a uniform 
regulatory environment. 

The commission has an independent 
Shariah Advisory Board consisting of 
renowned Shariah scholars of Pakistan 
to review product development and 
adjudicate on Shariah matt ers.

Muhammad Shoaib Ibrahim is CEO of First 
Habib Modaraba in Pakistan. He can be 
contacted at shoaib@habibmodaraba.com.

Pakistan’s ‘landmark decision’ changes tax rules for Sukuk

KAZAKHSTAN

By Timur Rustemov

The honorable members of the 
Association for Development of 
Islamic Finance (ADIF) have agreed 
on the urgent need for new strategies 
and country-level approaches for 
developing the Islamic fi nance sector 
in Kazakhstan. Besides the full re-
branding of the ADIF structure, the 
management has approved 12 main 
directions for 2016-17. Currently, 
ADIF is focusing on Islamic fi nance 
consultancy projects in cooperation 
with a number of commercial banks, 
quasi-government entities and SMEs. 

As an offi  cial Islamic fi nance 
representative body, ADIF is ready 
to provide full support to its existing 
members and partners in projects like 
the conversion of JSC Zaman Bank into 

a fully-fl edged retail Islamic bank to 
att ract international investors into the 
country. Due to the growing demand 
for Islamic fi nance education in Kazakh 
and Russian languages, one of the 
partner organizations — the Kazakhstan 
Center of Islamic Finance (KAZCIF) — 
have started a series of Islamic fi nance 
seminars across the country and made 
it available to the general public. One 
of the most recent KAZCIF initiatives 
was providing a high-level two-month 
Islamic fi nance education program 
and certifi cation service for senior 
executives of the Damu Entrepreneurship 
Development Fund. 

KAZCIF also deals with the Malaysian 
Technical Cooperation Program that 
organized a recent trip for three local 
professionals to Kuala Lumpur for a 
four-day Islamic capital market seminar. 
Currently, KAZCIF is actively working 

on establishing a library and e-learning 
Islamic fi nance certifi cation program that 
will contribute to the development of 
human capital and knowledge-sharing. 
Besides consulting and education 
services, KAZCIF, with the cooperation 
of local Islamic fi nance institutions, is 
implementing a few Islamic microfi nance 
products for member and partner 
organizations. The product range 
includes Murabahah, Musharakah, Ijarah 
and Qard Hasan. As part of its corporate 
social responsibility, KAZCIF is involved 
in charity events for the less fortunate 
by conducting master classes and 
consultations free of charge, dedicated to 
the poor and needy and assisting them in 
job placements.

Timur Rustemov is the chairman of the 
Association for Development of Islamic 
Finance. He can be contacted at rustemovt@
gmail.com.

Kazakhstan: Islamic inance initiatives
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LEASING

By Youssef Aboul-Naja

In any given country, SMEs play a major 
role in its economy. They generally 
constitute the larger part of a country’s 
private sector. This is especially the case 
in developing countries. 

According to the World Bank: “Formal 
SMEs contribute up to 45% of total 
employment and up to 33% of national 
income (GDP) in emerging economies. 
These numbers are signifi cantly higher 
when informal SMEs are included.” 

The conundrum that banks face is 
which of these SMEs are ‘bankable’? 
In other words, given that a larger 
percentage of these SMEs haven’t had 
any sort of ‘formal credit’ extended to 
them, which companies should banks 
back, without the risk of violating the 
myriad of regulations that they must 
adhere to? Does a ‘springboard’ system 
exist such as to take these SMEs from 
a ‘non-bankable’ to a ‘bankable’ state, 
essentially uncovering diamonds in the 
rough?

Many reasons exist as to why a lot of 
these SMEs have diffi  culty obtaining 
formal credit and they include, but are 
not limited to the following: 
• Maintaining proper fi nancial records

• Required amounts are too small for 
the appetite of banks

• A short track record, and

• A low turnover.

The list goes on. But this is a catch-22 
situation. These SMEs cannot grow 
further without formal credit, and banks 
are not willing to lend to them unless 
they grow fi rst — a chicken and an egg 
situation (which one comes fi rst?). What 

ends up happening is a lot of these SMEs 
depend on personal fi nancing, angel 
investors, and more often than not, 
informal credit that charge exuberant 
rates. This subsequently, at best, caps 
the growth of SMEs, which in the bigger 
picture of things, caps the growth of 
a country’s economy. The World Bank 
indicates that 50% of formal SMEs do 
not have access to formal credit and the 
fi nancing gap is even larger when micro 
and informal enterprises are taken into 
account.

This is where non-banking-fi nancial-
institutions (NBFIs), such as the likes of 
leasing, play a pivotal role in economies. 
Given their appetite of higher risk, as 
compared to banks, coupled with a less 
stringent regulatory environment, these 
NBFIs are more tuned to extending 
fi nancing to SMEs. With time, as these 
SMEs tap into formal NBFI fi nancing 
sources, they slowly grow to adhere to 
the criteria of banks, graduating from 
non-bankable to a bankable state. 

Accordingly, leasing companies should 
never confuse their market space with 
that of banks; leasing, by its very nature, 
is a complementing tool to banks, not a 
competing one. It is no surprise that a lot 
of banks globally hold stakes in leasing 
companies, in an eff ort to expand their 
market reach, without cannibalizing 
their existing stake. Leasing has existed 
for well over 4,000 years for a very good 
reason — it is the ‘diamond pick’ in the 
unearthing process.

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 the senior associate at 
the Islamic Corporation for the Development 
of the Private Sector. He can be contacted at 
yaboulnaja@gmail.com.
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Diagram 1: NBFIs like leasing play a pivotal role in economies
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Dr Aishath Muneeza is the 
chairman of the Maldives 
Center for Islamic Finance. She 
can be contacted at muneeza.
aishath@gmail.com.

The term universality has many 
meanings. The Webster Dictionary 
defi nes the term as: “of or pertaining to 
the universe; extending to, including, or 
aff ecting, the whole number, quantity, 
or space; unlimited; general; all-
reaching; all-pervading; as, universal 
ruin; universal good; universal 
benevolence or benefi ce.” For the 
purpose of this article, the meaning 
of universal would be restricted to 
‘unlimited’, ‘general’, ‘all-reaching’, 
and ‘all pervading’ only. 

The objective of this new concept 
proposed is to ensure that the 
universality aspect of Islamic fi nance is 
refl ected in one concept using diff erent 
mechanisms used in it. The government 
of the Maldives, via the Maldives Center 
for Islamic Finance, is embarked in 
implementing an innovative concept of 
Islamic fi nance that could combine the 
concept of Waqf and Islamic tourism to 
create a sustainable fund which will be 
utilized to alleviate poverty. This concept 
is similar to the story of Robin Hood.

Islamic fi nance can be described as 
something which is unlimited and 
general. Irrespective of faith, Islamic 
fi nance is being promoted in both 
Muslim and non-Muslim jurisdictions 
by Muslims and non-Muslims. However, 
is Islamic fi nance all-reaching and 
pervading? The simple answer is no. 
The reality is that Islamic fi nance is not 
reachable to all ranks of people living in 
society. The main benefi ciaries of Islamic 
fi nance, like conventional fi nance, are 
mainly the rich and the middle-class 
rather than the poor and needy who also 
exist in society. The tumult of Islamic 

fi nance lies here. And this is the meaning 
of universality which Islamic fi nance has 
continuously failed to show. Due to the 
failure of this element, the all-pervading 
meaning of universality is also absent in 
Islamic fi nance. 

The main reason why it is diffi  cult to 
serve the needy and the poor using 
Islamic fi nance is mainly because of the 
mismatch of the model and the objective 
of the Islamic fi nance service providers. 
The model used is commercially viable 
models and the objective is to maximize 
profi t. As such, the end-products 
structured based on this line of thinking 
do not at all cater to the purpose of the 
needy and the poor. On a practical level, 
the poor and the needy are unable to 

access Islamic fi nance and utilize it and 
the Islamic fi nance service providers are 
unable to compromise their stance on 
the model and objective as they need 
to be commercially viable to operate 
sustainably. It is often said that Islamic 
fi nance service providers cannot cater to 
the poor as it is not commercially viable 
unless a special fund is developed for 
this purpose. As such, there is need to 
develop a model that will assist poverty 
alleviation and at the same time can be 
self-sustained in doing so without going 
bankrupt. A solution for this is explained 
in the following.

The proposed concept is based on 
Waqf linked with the development of 
an Islamic tourist resort from which 
revenue generated will be utilized for 
the creation of a poverty alleviation 
fund. The benefi ts of this concept are 
not only poverty alleviation, but also 
to prove the practical aspect of Waqf 
linked with Islamic tourism. The 
most suitable party to execute such a 
concept can be a government linked 
with a multilateral institution rather 
than private individuals. The result of 
this would be that the fund created for 
poverty alleviation will be a sovereign 
wealth fund. 

The Maldives is a destination famous 
for its natural beauty and tourism is a 
successful sector in the country where 
the demand for the sector is considered 
as inelastic. However, until today, 
Islamic tourism is an unexplored area in 
the Maldives and this project will open 
the country to the Halal industry.

In the proposed concept, the government 
of the Maldives will provide an island 
as an endowment to develop an Islamic 
resort and the investor in the concept 
will contribute equity in developing 
the resort and a profi t-sharing ratio will 
be agreed between the government of 
the Maldives and the investor where 
the profi ts generated from the concept 

Combining the concept of Waqf and Islamic 
tourism to create a sustainable fund to 
alleviate poverty  
Islamic fi nance is a universal phenomenon today. The whole world has adopted it irrespective of ideological 
diff erences. Currently, it is not only the Muslims who use it, but non-Muslims demand it too. But the dilemma is 
to check the universality of Islamic fi nance in the world today. DR AISHATH MUNEEZA writes.

Diagram 1: The concept of Waqf linked 
to Islamic tourism to create a sustainable 
fund to alleviate poverty

Government allocates an island as a 
Waqf to develop as an Islamic resort

A Musharakah joint venture partnership 
to develop the resort and conduct it in 

a Shariah compliant manner will be 
agreed. A profi t-sharing ratio will be 

decided. 

A multilateral institution would agree to 
become the partner in the project

Both partners agree to use the profi t 
received to create the poverty alleviation 
fund and the money in the fund will be 
used for poverty alleviation consistent 
with Shariah compliant mechanisms.

Since it will be a perpetual Waqf, the 
fund will be perpetual.
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will be utilized for poverty alleviation 
purposes by both parties.

The proposed concept entails the 
construction and development of 
an Islamic resort in an island of the 
Maldives, where tourism is the most 
profi table industry in the Maldives. 
Since the Maldives is popular among 
countries in the tourism industry, the 
return on investment is very high and 
the time for recovery is short. 

It is proposed that the revenue generated 
from the Islamic tourist resort will be 
used for poverty alleviation eff orts in the 
country via Islamic fi nance mechanisms. 
With the portion of revenue received 
by the government of the Maldives, the 
government via the Maldives Center for 
Islamic Finance will create a sovereign 
wealth fund to assist poverty alleviation 
in the country and in the region, in the 
long run. 

The broad areas in which the 
government intend to focus on 
alleviating poverty include human 
development in the education and 
health sectors, agriculture and rural 
development, microfi nance and the 
empowerment of women.

The proposed concept aligns well with 
the objectives of the Islamic economy in 
the area of endowment development and 
also in social and human development 
via Islamic fi nance. The concept will also 
be a pilot concept to prove the viability 
of Islamic tourism in the Maldives and in 
South Asia. Furthermore, this proposed 
concept will be a profi t-generating 
concept that will assist investors 
involved to grow their capital and at 
the same time the government of the 
Maldives will take its fi rst step to create 
a sovereign wealth fund to alleviate 
poverty.

The proposed concept will also prove the 
practicality of Islamic tourism in the 
Maldives and in South Asia and can be a 
landmark concept in the South Asian 
region and, if successful, will assist the 
needy to upgrade their livelihood via 
Islamic fi nance. The ethical and universal 
principles of Islamic fi nance will be 
practically refl ected in their true sense 
via this concept. 
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Bashar Al Natoor is the 
global head of Islamic 
inance at Fitch Ratings. He 

can be contacted at bashar.
alnatoor@ itchratings.com.

The UK has played a central role in 
growing the global footprint for Islamic 
fi nance over the past several years, 
with signifi cant growth at the turn of 
the century when the Islamic Finance 
Task Force was established by the 
government. Since the UK referendum 
in June and the decision to leave the 
European Union, now widely known 
as ‘Brexit’, questions have been raised 
about the far-reaching implications of 
Brexit and whether it could weaken the 
UK’s hold on Islamic fi nance and open 
the door for other contenders. 

The short answer appears to be ‘no’. The 
UK’s central role in the international 
Islamic fi nance market is unlikely to be 
signifi cantly hampered by Brexit. As for 
‘why?’, the main reason is because no 
other European market currently has 
the depth of expertise in Islamic fi nance 
necessary to challenge London.

The UK’s position in Islamic fi nance 
is driven by three main factors: the 
London Stock Exchange’s role as a key 
global venue for Sukuk issuance (nearly 

US$46 billion raised through 64 Sukuk 
issuers); London’s position as a global 
fi nancial hub where many Islamic banks 
access international markets; and the 
importance of UK-based legal services 
due to the use of English law for the 
majority of international Sukuk issuance 
and Islamic fi nance contracts.

London’s advantage as a western and 
global Islamic fi nance hub over other 
fi nancial services platforms developing 
Islamic fi nance remains secure for 
the foreseeable future. That said, the 
playing fi eld may now widen over time 
for Islamic fi nance. One interesting 
possibility is Luxembourg.

Luxembourg, like the UK, has a Sukuk-
friendly legal framework in place. 
Additionally, Luxembourg has Shariah 
compliant investor funds that place them 
at more of an advantage compared to 
other hubs looking to carve out their 
Islamic fi nance footprint. Luxembourg 
could in time equip their banking system 

to handle Sukuk legal frameworks. 
However, English law is likely to remain 
prevalent in Islamic fi nance. Importantly, 
most Sukuk-active countries are English-
speaking, thus strengthening the UK’s 
already formidable advantage.

On the wider picture, there are other 
countries vying for a share in creating 
an Islamic fi nance hub globally. That 
said, Islamic fi nance has historically 
been dominant in Malaysia and the GCC 
(with Dubai and the UAE in the lead). 
However, over the last few years, Islamic 
fi nance has expanded its footprint 
throughout the Middle East, Indonesia, 
Turkey, the UK, Luxembourg and 
Hong Kong. Many countries, including 
Indonesia and Turkey, are trying to 
expand their Islamic fi nance footprint 
domestically before they can play a 
wider role as an Islamic fi nance hub 
globally or even regionally.

Conclusion
Brexit, while not likely to weaken the 
UK’s dominant position in Islamic 
fi nance, could create an interesting 
footrace over time with other markets 
likely to expand their footprint in the 
sector. Luxembourg in particular may 
make the race interesting in the long 
term, but it is important to acknowledge 
that it is still very much a marathon with 
many miles to go before Luxembourg 
can knock the UK off  the podium.

Why Brexit may widen the Islamic inance 
playing ield 
BASHAR AL NATOOR writes that Brexit may introduce new players to compete with the UK in the Islamic 
fi nance footrace.

Featuring IFN Forum clips, exclusive interviews
with senior industry movers and shakers, in-depth
roundtable discussions, seminars and much more,
IFN-TV is at the cutting edge of Islamic finance analysis.
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Mohamed Araar is the deputy 
director of the Private Financing 
and International Relations 
Department at the Central 
Bank of Tunisia. He can be 

contacted at med.araar@yahoo.fr.

Parliamentary controversy 
surrounding the Islamic 
banking provisions
After the submission of the draft law on 
banks and fi nancial institutions to the 
House of People’s Representatives (HPR), a 
variety of critics have att acked the draft law 
adopted on the 12th May 2016 discussing on 
how to allow credit institutions to work in 
the best conditions, with opposition parties 
contending the possible ‘Islamization’ 
of civic jurisdictions and banking rules, 
and the ruling parties arguing that the 
opposition fears went too far and unduly 
leave Islamic fi nancial institutions without 
a legal framework. 

Even though the Conciliation Committ ee 
has reached a compromise around Islamic 
banking which is regarded now as a 
banking product (it has eliminated the 
specialization principle enshrined in the 
initial version of the bill), parliamentary 
members of the main opposition parties 
fi led a constitutional objection requesting 
the cancelation of Islamic banking 
provisions, but the interim Constitutional 
Court only ruled, on the 24th May, the 
referral to the HPR plenary session 
unconstitutional, leaving their objection 
without an answer. 

A revised version, which mainly modifi ed 
Islamic banking provisions related to the 
BCT’s role, which is now considered the 
only party responsible for Islamic banking 
regulation and supervision, was adopted 
on the 9th June and ruled constitutional 
by the interim Constitutional Court. 
In summary, the objection fi led by the 
opposition party was based on the claim 
that the authority granted to Islamic 
banking standards is in confl ict with 
positive and civil law, but the court 

announced its decision to reject the 
constitutional objection. This new law 
N°48 was enacted on the 11th July 2016 
and published in the Tunisian Gazett e on 
the 15th July 2016.

Constitutional support lays 
principles of Islamic banking
The interim Constitutional Court tried to 
provide convincing legal answers about 
Islamic banking which do not confl ict 
with the constitutional provisions and 
principles. In fact, the provisions of 
the new Constitution are based on the 
principle of harmony in the interpretation 
of the Constitution (Article 146) which 
denies any confl ict between the Tunisia 
state religion which is Islam (fi rst article) 
and Tunisia as a civil state (second article).

The interim constitutional court added 
a second argument based on the 
Constitution Preamble with regard to 
Tunisia’s adherence to the Islam teachings 
and purposes. In fact, the draft law only 
reinforces this trend in terms of Islamic 
banking integration in the Tunisian 
positive law where the state guarantees 
respect for individual and public 
freedoms and rights including the right 
for banks to conduct transactions on a 
non-interest basis. 

The main changes in Islamic 
banking provisions
In summary, the new Banking Act defi nes 
in its article 11 the legislative framework 
of Islamic banking in Tunisia as a non-
interest basis fi nancing mode. Articles 
12, 13, 14 and 15 indicate the status of the 
contracts of Murabahah, Ijarah, Salam and 
Istisnah. Article 16 defi nes the investment 
deposits based on a contract Mudarabah 
or Wakalah.

The main changes in Islamic banking 
provisions in the fi nal version of the Law 
No. 2016-48 are: 
• All banks can now distribute Islamic 

banking products provided that the 
BCT approves the bank’s application 

submitt ed in accordance with Article 
22 of the new law, except for the 
‘three’ banks already licensed. Also, 
banks have to respect the segregation 
between the Islamic and the 
conventional component to preserve 
the integrity and confi dence in the 
Islamic banking system.

• The BCT’s role is to ensure the 
compliance of Islamic banking 
standards with international norms 
and standards (standards of AAOIFI) 
and pursuant to Article 66 to 
possibly establish specifi c prudential 
management rules for Islamic banking 
transactions.

• Article 11 adds that Mudarabah and 
Musharakah will be defi ned by the 
BCT’s regulation, within two months 
from the entry into force of the new 
law. This regulation will set the rules 
and conditions for these transactions.

• ‘Shariah Standards’compliance 
was replaced by ‘Islamic banking 
standards’ compliance.

• ‘Islamic banking standards compliance 
board’ is now considered related to 
banks and, like other governance and 
audit bodies, is subject, therefore, to 
the same procedures and restrictions 
under the new law.

How this would be completed 
without a hitch
A much more proactive role should be 
played by the BCT and other government 
departments to develop Islamic banking 
as the only bad news is the BCT does not 
have a similar organization in place. In 
this regard, the priority of the 
government is to provide all the 
necessary regulations and promote the 
review of a legal framework related to 
project fi nance and asset securitization, 
useful tools to encourage investors and 
perhaps a quick recovery of the Tunisian 
economy. 

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.

The new banking law in Tunisia:What about 
the Islamic banking legal framework? 
Tunisia is conducting major reforms aimed at consolidating the fi nancial sector and codifying Islamic banking. 
Both the Ministry of Finance and the Central Bank of Tunisia (Banque Centrale de Tunisie or BCT) are launching 
extensive new banking legislation and moving ahead to reform the banking system and enhance the banking 
regulatory framework, in particular, Islamic fi nance. MOHAMED ARAAR takes a look at the new banking law.
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Although the fi rst half of 2016 showed 
a 10% decline when compared with 
the same period in 2015, expectations 
for M&A transactions for the second 
half of 2016 are optimistic as the 
overall annual deal activity is expected 
to refl ect the performance of 2015.

FGB-NBAD consolidation the 
most remarkable merger 
deal so far in 2016
The most signifi cant deal between 
fi nancial institutions in 2016 has been 
the announcement of the merger 
transaction between the two Abu 
Dhabi-listed banks: First Gulf Bank 
(FGB) and National Bank of Abu 
Dhabi (NBAD). The proposed merger 
is expected to establish the largest 
bank in the Middle East and North 
Africa region with assets worth around 
US$175 billion and a combined market 
capitalization of US$29 billion. 

The said deal is considered as the fi rst 
major bank consolidation in the UAE 
since the 2007 creation of Emirates NBD 
through the merger of Emirates Bank 
International and the National Bank of 
Dubai. The planned merger is due to be 
eff ective in the fi rst quarter of 2017. The 
transaction is a merger of equals which 
will be executed through a share swap. 
Once completed, FGB shares will be 
delisted from the Abu Dhabi Securities 
Exchange on the eff ective date and the 
consolidated bank will operate under 
the NBAD title being among the largest 
banks in the Middle East and North 
Africa.

The successful execution of the deal, 
involving banks with signifi cant state 

interest, is very important to Abu 
Dhabi as well as the whole region’s 
fi nance sector. The sector will closely 
monitor the execution process to 
see how quickly and successfully it 
will be completed. The execution is 
important especially while another 
merger is approaching between the 
two state-owned investment funds 
Mubadala Development Company and 
International Petroleum Investment 
Company which would create an entity 
worth up to US$135 billion.

More M&A transactions 
expected to take place
When the FGB-NBAD deal is 
considered in an overall manner, there 
are reasons to believe that it may set an 
example for future deals and encourage 
other regional banks to take the same 
route while it is also important to pay 
att ention to the cost savings which may 
result in job losses following mergers. 

Although it is supported by institutions 
such as the IMF and the Institute 
of International Finance, banking 
mergers have not reached the desired 
levels in the Middle East and the 
GCC. The banking sector will benefi t 
from consolidation in the long term. 
However, mega deals such as the 
FGB-NBAD one are believed to force 
others to follow the same strategy and 
establish larger entities to continue 
their activities within the competitive 
market. 

Analysts already expect more deals 
to come, specifi cally between Abu 
Dhabi Commercial Bank and Union 
National Bank. The proposed merger 
between Bank Dhofar and Bank Sohar 
is also among the mergers in the GCC 
expected to have a long-term positive 
overall impact on Bank Dhofar but 
which may also create short-term 
implementation challenges as stated in 
a Moody’s report.

Benefits of M&A transactions 
in Islamic finance
M&A transactions have great 
importance in terms of the 
development of Islamic fi nance. 
These are transactions which result in 
larger banks and fi nancial institutions 
which are able to compete with the 
conventional banks, especially the 
western ones, and promote Islamic 
fi nance instruments and deals on a 
global scale. 

Local banks in the Islamic fi nance 
sector lack the technical and scale 
effi  ciency which may be developed 
through consolidation between these 
banks. However, a number of these 
fi nancial institutions are owned by 
wealthy families and the state and 
this may be considered as an obstacle 
since their owners are reluctant to lose 
control over their entities after an M&A 
transaction.

As a result of local banks’ lack of 
technical and scale effi  ciency, the 
Islamic units of major conventional 
banks such as Standard Chartered and 
HSBC Holding have been playing an 
important role in designing and 
distributing Islamic bonds (such as 
Sukuk) by using their wide networks. 
The long-term benefi ts of consolidation 
in the Islamic banking industry, 
following the increasing M&A 
transactions, will likely result in the 
current situation changing in favor of 
the region’s banks.

Developments and opportunities for Islamic 
inance in M&A transactions 

Markets in the Middle East are having a growing trend of mergers between Islamic fi nancial institutions and 
also new players entering into the Islamic fi nance market. In the fi rst half of 2016; the UAE, Saudi Arabia and 
Egypt were reported to be the three markets having the largest terms of merger and acquisition (M&A) deals in 
the region. However, the UAE has att racted the most interest from international investors in the fi rst half of 2016 
and it was the target country of 12 out of the 16 deals carried out in the Middle East region. BURAK GENCOGLU 
explores.
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The Takaful scope is not limited 
to the Muslim population and it 
promises equal value for non-Muslim 
communities who want to mitigate their 
fi nancial risks with the best possible 
tools and ethical practices. It is the basic 
right of every customer and protection 
models should have no boundaries/
restrictions based on faith, religion or 
beliefs.

The biggest challenge for the Takaful 
industry is still the creation of public 
awareness to create distinction and gain 
consumers’ confi dence in its values. 
Consumers must be aware that the 
Takaful model is totally unique and 
diff erent, with very few similarities to 
conventional insurance. Unfortunately, 
the man in the street still thinks Takaful 
is actually a viable alternative for 
conventional insurance, promising the 
same benefi ts. In fact, this is a false 
perception.

The most important factor leading to this 
ironic situation is the unavailability of 
visionary leaders, caring entrepreneurs 
and trained human resources who 
should be aligned with the Shariah 
principles governing the Takaful 
industry. Unless we as an industry 
pledge our faith to invest heavily in 
the development of specialized human 
resources for the Takaful industry and 
stop relying on conventional workers 
from the insurance market, we will fail to 
reap the unique social benefi ts promised 
by Takaful. As our processes mature and 
our practices evolve, Takaful will increase 
in importance in the insurance industry. 
If we want to achieve the truly noble 
and selfl ess objectives of Takaful, we 
must nurture a new mindset of serving 
humanity for global happiness.

The regulatory institutions in Pakistan 
and all over the world are taking 
concrete measures to create a supportive 
regulatory environment for Takaful. 
However, as most regulations are 
developed in line with the conventional 
insurance industry, there is a need 
to realign the regulatory framework 
to support Takaful practices. As this 
industry is practically in its infancy, it 
will take time to optimally evolve and 
mature. Before granting the regulatory 
licenses, the regulators must evaluate 
and recognize the level of commitment of 
each operator. At this stage, if the Takaful 
operators pursue purely commercial 
goals to achieve excessive profi tability, 
there will be a negative impact on the 
future growth of this industry.

Takaful operators should not develop 
mediocre products with the same 
foundations as the conventional 
insurance model. Takaful products 
should be built with the true spirit of 
providing fi nancial strength and growth 
to consumers, with a promise to extend 
generous help in case of adversities. 
Extensive research and development is 
needed in this early phase to identify 
unserved needs and untapped market 
segments. Consumers must be assured 
that they are protected by a purely 
Shariah compliant fi nancial system that 
off ers low-cost, need-based products. 
Simply placing the label of Islam on 
any product does not make it Shariah 
compliant or Halal. The product should 
be redesigned and the process revisited 
according to the Islamic commandments. 
Takaful companies must regularly 
undergo a thorough Shariah audit 
to check their compliance to Islamic 
principles.

The Islamic insurance industry 
must invest in and adopt the latest 
technologies and innovations to 
provide a higher level of convenience, 
transparency and responsiveness; that 
is the hallmark of today’s robust global 
enterprises. Takaful agents have a critical 
role to play in creating more awareness 

among the masses, by educating them 
to distinguish between Takaful and 
conventional insurance, and how Takaful 
promises a higher level of protection 
and fi nancial security, an essential need 
for today’s fast-paced, multi-faceted 
commercial and social arena.

The penetration of conventional 
insurance among Muslims has remained 
very low due to several factors and 
beliefs. Many misinformed Muslims are 
hesitant toward availing Takaful, due 
to the misconception that all kinds of 
fi nancial protection practices are possibly 
un-Islamic, although this is not true. 

However, there are certain limits placed 
on the quantity of saving, to avoid the 
hoarding of essential resources. The 
fi nancial protection system can thus 
be customized according to Islamic 
principles – hence the Takaful model 
is completely purifi ed, avoiding the 
prohibited elements of uncertainty, 
interest and gambling, which are 
possibly present in some conventional 
insurance deals.

Through such factual and informative 
communication campaigns, the 
penetration of Takaful can be increased 
rapidly, with wider awareness, 
inspiration and a more convenient 
mechanism of distribution. The real task 
is to build an image of Takaful as a 
modern-day protection system that 
promises fi nancial security while 
adhering to the high moral values and 
the non-exploitative, humanitarian 
principles of Islam. The global 
population is growing tremendously, and 
Muslims make up the second-largest 
segment in the world. Ensuring proper 
education, health and personal 
development of the masses is strongly 
advocated in the Islamic fi nancial system. 
With the sharp rise in the cost of medical 
care and education, Takaful off ers an 
eff ective solution for the man in the 
street, as it can help in nurturing an 
ethically progressive global society with 
a high quality of life.

More convenient distribution mechanism is needed 
to further enhance the penetration of Takaful 
Mankind has been adopting, experimenting and evolving various economic models around the globe, throughout 
history, whereby we have seen the rise and fall of socialism and capitalism. What is the most productive and fair 
economic system that is not based on the exploitation of humans? Can this system ensure the healthy progress, 
growth and well-being of the global society? MUHAMMAD NASIR ALI SYED delves further.



27© 21st September 2016

NEWS

DEALS
Indonesia auctions Sukuk
INDONESIA: The government of 
Indonesia is targeting to raise IDR4 
trillion (US$302.8 million) via an auction 
of sovereign Sukuk (SPN-S 21032017 
and four project-based Sukuk series) 
conducted on the 20th September to 
fi nance the 2016 State Budget, according 
to an announcement by the Ministry of 
Finance.

PB Trustee Services 
appointed as trustee
MALAYSIA: Sukukholders of Axis REIT 
Sukuk have approved the appointment 
of PB Trustee Services as the new 
trustee for the Islamic medium-term 
note program of RM3 billion (US$728.6 
million), replacing Deutsche Trustees 
Malaysia which has resigned, according 
to a fi ling with Bank Negara Malaysia.

Pro it payment due on HSBC’s 
Sukuk
MALAYSIA: The profi t payment on 
HSBC Amanah Malaysia’s multicurrency 
Sukuk program of up to RM3 billion 

(US$725.14 million) in nominal value (or 
its equivalent in foreign currencies stock 
code: VI150044) is due and payable on 
the 27th September, according to a central 
bank fi ling.

Bangladesh issues Sukuk
BANGLADESH: The Bangladesh 
government on the 15th September 
issued its six-month Islami Investment 
Bond. According to a central bank 
announcement, the issuance received a 
total of two bids amounting to BDT1.8 
billion (US$22.36 million). The profi t-
sharing ratio of the accepted bids was 
90:10.

Separately, a bid of BDT1.57 billion 
(US$19.64 million) was received and 
accepted for the Bangladesh Government 
Islami Investment Bond, off ered on 
the 7th September, according to a press 
release by the central bank. The profi t-
sharing ratio for the six-month facility 
was also 90:10.

Bahrain’s Sukuk Salam 
oversubscribed
BAHRAIN: The Central Bank of 
Bahrain’s monthly issue of Sukuk 

Salam securities worth BHD43 million 
(US$113.31 million), with a maturity of 
91 days, has been subscribed by 151%, 
receiving subscriptions worth BHD64.85 
million (US$170.89 million). According to 
a statement, the short-term issue has an 
expected return of 2.05%, compared with 
2.09% for the previous issue on the 24th 
August.

MHB issues inaugural Sukuk
MALAYSIA: Malaysia Marine and 
Heavy Engineering Holdings (MHB) 
has made an inaugural issuance of 
Sukuk Murabahah worth RM20 million 
(US$4.83 million) in nominal value 
under its Sukuk Murabahah program. 
According to a bourse fi ling, MHB 
intends to fi nance its capital expenditure, 
working capital requirements and/or 
other general corporate purposes in 
a Shariah compliant manner and for 
Shariah compliant purposes through 
the proceeds raised from the one-
year issuance. HSBC Amanah is the 
sole coordinator. HSBC and Maybank 
Investment Bank are the joint principal 
advisors, joint lead arrangers and joint 
lead managers of the Sukuk Murabahah 
program.

DEAL TRACKER Full Deal Tracker on page 31

EXPECTED  DATE COMPANY'S  NAME SIZE STRUCTURE ANNOUNCEMENT  DATE

TBA Public Sector Home 
Financing Board (LPPSA) 

RM2 billion Sukuk 7th September 2016

By end of 
September

Meezan Bank PKR7 billion Sukuk 29th August 2016

TBA Aktif Bank TRY25 million Sukuk Murabahah 26th August 2016
TBA Widad Capital up to RM110 

million 
Sukuk Murabahah 23rd August 2016

TBA Ahli United Bank Kuwait up to US$200 
million

Sukuk 17th August 2016

ASIA
AmBank Islamic and Johor in 
housing partnership
MALAYSIA: AmBank Islamic and the 
Johor state government have signed 
an agreement for the provision of a 
fi nancing scheme for an aff ordable 
housing program, in which the Islamic 
bank will provide fi nancing to applicants 
from the state, according to the New 
Straits Times. AmBank Islamic will 
provide a total funding of RM300 million 
(US$72.86 million) for the scheme, which 
is expected to assist approximately 4,000 
applicants.

Amana Bank partners with 
education provider
SRI LANKA: Amana Bank has tied up 
with the Imperial College of Business 
Studies to provide education fi nance 
facilities for students undergoing 
undergraduate and postgraduate degree 
programs at the institute, according to a 
press release.

SECP calls for additional 
disclosures
PAKISTAN: In order to facilitate the 
Shariah screening of listed companies 
for Islamic equity indices, the Securities 
and Exchange Commission of Pakistan 

has issued a circular calling for voluntary 
additional disclosures in their half yearly 
and annual accounts including the 
types of fi nancing, advances, deposits as 
well as the categorization of sources of 
income, among others.

Bank Islam inancing SMEs 
since inception
MALAYSIA: Bank Islam Malaysia has 
disbursed a total of RM200 million 
(US$48.52 million) to SMEs since the 
bank began operations in 1983, Bernama 
quoted the bank’s managing director, 
Zukir Samat, as saying. Zukri added 
that the Islamic bank also extended 
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Bank Melli Iran plans prepaid 
cards for foreigners
IRAN: Shariah compliant Bank Melli 
Iran is planning to off er foreign visitors 
prepaid cards that will allow them to 
make payments in the local currency, the 
Financial Tribune reported. The prepaid 
cards will be connected to Shetab — the 
domestic interbank transaction network 
— and will allow visitors to exchange 
their currencies into rials.

Saudi Electricity receives 
Murabahah inancing
SAUDI ARABIA: Saudi Electricity 
Company has received a SAR5 billion 
(US$1.33 billion) Murabahah fi nancing 
facility to support its projects, according 
to a bourse fi ling. The seven-year facility 
was inked with Banque Saudi Fransi, 
National Commercial Bank and Samba 
Financial Group.

Iran’s interbank inancing 
rate at 18.7%
IRAN: The average fi nancing rate in the 
Iranian interbank market stood at 18.7% 
from the 20th March to the 11th September 
this year, the Financial Tribune reported. 
Citing data from the Central Bank of 

Iran, the interbank rate varied between 
17%-22% during the fi ve-month period 
up to the 20th August, down from the 
fl uctuation of 24-30% in 2015.

Maisarah launches new 
product
OMAN: Maisarah Islamic Banking 
Services has launched its Travel Finance 
facility — a Shariah compliant package 
that covers traveling costs including 
transportation, accommodation, tourism 
packages and includes Life Takaful and 
travel Takaful, according to a media 
release.

Emaar Properties’s Sukuk 
listed on NASDAQ Dubai
UAE: Emaar Properties has listed its 
US$750 million Sukuk on NASDAQ 
Dubai, raising the total value of Islamic 
securities listed on the international 
fi nancial exchange to US$45.55 billion, 
according to a statement. NASDAQ 
Dubai has listed 14 Sukuk this year, with 
a total value of US$10 billion.

National Bonds Corporation 
rewards minor bondholders
UAE: Shariah compliant savings and 
investment company, National Bonds 
Corporation, will be rewarding 500 of 

its minor bondholders with ‘Eidiyah’, 
according to the Saudi Gazett e. ‘Eidiyah’ 
is the company’s annual initiative that 
rewards minor bondholders via special 
electronic draws for AED50 (US$13.6) 
and a grand draw for AED50,000 
(US$13,609), held on the fi rst day of Eid 
Al Adha. Since its inception in 2006, 
National Bonds has distributed more 
than AED124 million (US$33.75 million) 
to minor bondholders.

assistance to batik producers in the form 
of various fi nancings of up to RM500,000 
(US$121,304) to develop their business 
and expand into overseas markets.

NTB still keen on becoming 
Islamic
INDONESIA: Bank Nusa Tenggara 
Barat (NTB) will soon engage consultants 
to draw up a roadmap detailing the 
conversion of the bank to become a 
fully-fl edged Shariah compliant bank, 

Managing Director Komari Subakir was 
quoted by Republika as saying. 

NTB, which off ers Islamic fi nancial 
services on a window basis, is 
reportedly still studying the potential 
transformation of the bank.

Waskita Beton is now Shariah 
compliant
INDONESIA: Otoritas Jasa Keuangan 
has approved the shares of Waskita Beton 

Precast as being Shariah compliant, 
after it was decided by the board of 
commissioners with the issuance of 
decision number: KEP-40/D.04/2016, as 
reported by Republika.co.id. With the 
latest decision, there are now 326 Islamic 
securities in Indonesia that are deemed as 
Shariah compliant, 54.4% of the market 
share.

GLOBAL
GFH Capital sells stake in 
Leeds
GLOBAL: Shariah compliant GFH Capital 
has completed the sale of its remaining 
18% equity interest in Leeds United 
Football Club to Eleonora Sport. According 
to a bourse fi ling, the 18% equity stake 
represents 3.5 million shares of Leeds and 
the club’s total enterprise value has reached 
approximately GBP50 million (US$64.99 
million) based on this sale.

Bursa Malaysia explores tie-
up with Indonesia
GLOBAL: Bursa Malaysia is exploring 
opportunities to collaborate with the 
Indonesia Stock Exchange to develop 
the Islamic capital market. According 
to Jamaluddin Nor Mohamad, Bursa’s 
Islamic capital market director, as quoted 
by Bloomberg, the scope of potential 
collaboration includes cross listings 
and the Malaysian bourse is hopeful of 
carrying out the collaboration by mid-
2017.

RESULTS
Maybank Indonesia
INDONESIA: Maybank Indonesia’s 
Shariah business unit recorded a net 
income of IDR196 billion (US$14.86 
million) in the fi rst half of 2016, an 84.9% 
growth year-on-year, Kontan.co.id 
reported.
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Takaful Brunei launches new 
product
BRUNEI: Takaful Brunei Darussalam 
has launched a new product targeting 
companies which employ foreign 
workers (excluding domestic maids). 
According to Borneo Bulletin, the 
Takaful Guarantee for Foreign Workers 
covers the payment on the repatriation 
expenses of the foreign workers, in 
the event that the employers fail to 
repatriate their foreign workers to their 
country of origin including the payment 
of daily subsistence, accommodation 
and medical expenses, as per the 
requirement by the Labor Department.

Lloyd’s applies for Tier 1 
license in Malaysia
GLOBAL: Specialist insurer and 
reinsurer Lloyd’s is working closely 
with Malaysian authorities to secure 
an onshore Tier 1 reinsurance license, 
according to a statement. Under 
this new license, Lloyd’s will build 
on its marine, energy, construction, 

engineering and liability off ering in 
Malaysia. Lloyd’s also sees the potential 
for Malaysia to develop as a commercial 
re-Takaful market. The fi rm currently 
serves the Malaysian market as a Tier 
2 reinsurer through its nine Labuan 
Service Companies, and as a cross-
border reinsurer primarily from London 
and Singapore.

PKTC ined for incorrect 
reporting
PAKISTAN: The Securities and 
Exchange Commission of Pakistan 
(SECP) has imposed a fi ne of PKR500,000 
(US$4,689.99) on Pak-Kuwait Takaful 
Company (PKTC)’s CEO Imtiaz Ahmed 
Bhatt i and the same amount on the 
company for misstatements and showing 
improper accounts. 

According to Dawn citing an order 
recently passed by the SECP’s 
commissioner for insurance, Fida 
Hussain Samoo, the board of PKTC 
was never aware of the irregularities. 
The order also referred to a lett er by 
the statutory external auditor of the 
company, KPMG Taseer Hadi & Co 

Chartered Accountants, dated the 24th 
April 2015 highlighting that the practice 
of incorrect reporting had been going on 
since 2002 in order to present positive 
results and to maintain solvency 
requirements, resulting in the business 
of the company not being managed in 
a sound and prudent manner and with 
integrity.

Egyptian insurers bidding for 
insurance policy
EGYPT: Three Egyptian insurers — 
Misr Insurance Company; Suez Canal 
Insurance; and Egyptian Takaful 
Property and Liability Insurance — are 
bidding for a new insurance policy 
for West Cairo power station, Amwal 
Al Ghad quoted unnamed sources 
as saying. The policy has a total sum 
insured of up to approximately EGP4 
billion (US$450.23 million), distributed 
as EGP683 million (US$76.88 million) 
and US$383 million.

The sum in US dollar currency is 
designed to provide coverage for 
equipment imported from abroad, 
according to the sources.

Outside observers of Islamic finance have suggested that the industry appears structured to best suit interests of investors, 
intermediaries, regulators, consultants and advisors rather than the end user: the corporate or the issuer. Conjecture aside, 
what is certainly true is that a relatively higher level of product complexity, increased regulatory, legal, documentary and 
Shariah responsibilities means Islamic finance and Islamic financial products can expose corporates to a myriad of 
challenges.
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Permodalan Nasional
MALAYSIA: Permodalan Nasional (PNB) 
has appointed Abdul Rahman Ahmad 
as the president/group CEO and the 
appointment is to be eff ective from the 
1st October 2016 after the retirement of 
Hamad Kama Piah Che Othman from the 
post at the end of this month, according to 
Bernama. Abdul Rahman was previously 
CEO of Ekuiti Nasional.

Riyad Bank
SAUDI ARABIA: Riyad Bank 
announced in a fi ling to Tadawul that 
Deputy CEO Abdul Majeed Abdullah 
al-Mobarak will be appointed as the new 
CEO of the bank when Talal al-Qudaibi, 
the incumbent CEO, retires eff ective the 
31st October 2016.

Khazanah Nasional
MALAYSIA: Khazanah Nasional 
has appointed Johari Abdul Ghani, 
Malaysia’s minister of fi nance II, to its 
board of directors, the sovereign wealth 
fund announced in a statement.

PwC
SAUDI ARABIA: PwC has appointed 
Riyadh Al Najjar as the country senior 
leader in Saudi Arabia, the fi rm said 
in a statement. Riyadh, who has been 
with PwC for almost a decade, was 
most recently the leader of program and 
project management services.

SIDC 
MALAYSIA: The training and 
development arm of the Securities 
Commission Malaysia (SC), the 
Securities Industry Development 

Corporation (SIDC), has appointed 
Sharifatul Hanizah Said Ali as its CEO, 
according to a statement. Sharifatul was 
previously CEO of Muamalat Invest 
and had assumed several leadership 
roles at Permodalan Nasional, RHB 
Asset Management and RHB Investment 
Management throughout her career.

GFH 
BAHRAIN: GFH Financial Group 
has updated its board of directors list 
with Dr Ahmed Al Mutawa being the 
chairman of the bank while Mosabah Al 
Mutairy is the vice-chairman, according 
to a statement. Other board members 
include Faisal Abdulla Abubshait, 
Bashar Mohammed Al Mutawa, Yousef 
Ibrahim Yousef Al Ghanim, Dr Khalid 
Al Khazraji, Sh Mohamed Duaij Al 
Khalifa, Jasim AlSeddiqi, Mohamed Ali 
Taleb and Hisham Al Rayes.

RATINGS
RAM updates Takaful criteria 
and methodology
MALAYSIA: RAM has updated the 
criteria and methodology for Takaful 
and insurance companies, incorporating 
updates arising from industry, regulatory 
and accounting developments in recent 
years. The rating methodology also 
applies to captive insurers, reinsurers 
and fi nancial guarantee insurers. 
According to a statement, RAM has also 
renamed the terminology used to assign 
ratings to insurance companies, from 
claims-paying ability rating (applicable 
to most entities in the insurance 
industry) and fi nancial enhancement 

rating (applicable to fi nancial guarantee 
insurers) to insurer fi nancial strength 
(IFS) rating. The IFS rating recognizes 
that insurers may have fi nancial and/
or debt obligations, on top of their 
obligations to policy/certifi cate holders 
and as such, indicates an insurer’s overall 
capacity to meet its fi nancial obligations 
to policyholders and other creditors, 
including debt holders.

Negative outlook for Iraq
IRAQ: Fitch has affi  rmed Iraq’s long-term 
issuer default rating (IDR) at ‘B-’ with 
a negative outlook, while its country 
ceiling and short-term IDR were affi  rmed 
at ‘B-’ and ‘B’ respectively, according to 
a statement. The rating agency noted 
that political risk and insecurity in the 

country are among the highest faced by 
any sovereign rated by Fitch, while the 
banking sector is underdeveloped and 
fundamentally weak.

Kuwait’s banking system 
outlook remains stable
KUWAIT: Moody’s has maintained 
a stable outlook on Kuwait’s banking 
system, refl ecting the expectation 
of continued government spending 
and growing loss-absorbing buff ers, 
according to a statement. The rating 
agency noted that such factors will allow 
banks to manage modest new problem 
fi nancing formation and balances an 
increase in market funding reliance in the 
context of low oil prices.

ASSET
MANAGEMENT
Malaysia’s Islamic VC fund 
still in the works
MALAYSIA: The Islamic venture 
capital (VC) fund — a collaboration 
between Malaysia and the IDB and 
announced in May — is said to be in 
the fi nal stages of development and 
will be launched at the “right time”, 
according to Treasury Secretary-General 
Irwan Serigar Abdullah, as quoted by 
Bernama, the national news agency. 
The US$100 million fund was initially 
supposed to be fi nalized in May at the 

IDB’s annual general meeting. Irwan also 
confi rmed that Malaysia is negotiating 
with Indonesia to participate in the 
fund, adding that the fund will still be 
launched with or without Indonesia’s 
participation.

CIMB-Principal Islamic 
launches Sukuk UCITS fund 
GLOBAL: CIMB-Principal Islamic Asset 
Management (Ireland) has secured 
approval from the Central Bank of 
Ireland to launch its Global Sukuk 
UCITS fund — Malaysia’s fi rst global 
Sukuk fund under the Undertakings for 
Collective Investment in Transferable 
Securities (UCITS) funds structure. In a 
statement to IFN, CIMB-Principal Islamic 

Asset Management (Malaysia) confi rmed 
that it will act as the investment manager 
and master distributor of the US dollar 
fund.

EPF’s Simpanan Shariah 
reaches 41.07% take-up
MALAYSIA: The Employees Provident 
Fund (EPF) announced in a statement 
that a total of 41.07% or RM41.1 billion 
(US$9.97 billion) from the initial 
allocation of RM100 billion (US$24.26 
billion) for its Simpanan Shariah 2017 
has been taken up since registration for 
the fund was opened on the 8th August 
2016.
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Expected date Company's name Size Structure Announcement Date
TBA Public Sector Home Financing 

Board (LPPSA) 
RM2 billion Sukuk 7th September 2016

By end of September Meezan Bank PKR7 billion Sukuk 29th August 2016

TBA Aktif Bank TRY25 million Sukuk Murabahah 26th August 2016

TBA Widad Capital up to RM110 million Sukuk Murabahah 23rd August 2016

TBA Ahli United Bank Kuwait up to US$200 million Sukuk 17th August 2016

Fourth quarter of 2016 BRI Syariah IDR1 trillion Sukuk Mudarabah 16th August 2016

First quarter of 2017 Government of Nigeria TBA Sukuk 11th August 2016

August 2016 Republic of Cote d'Ivoire XOF150 billion Sukuk Ijarah 8th August 2016

Fourth quarter of 2016 Malaysia Debt Ventures up to RM1 billion Sukuk 4th August 2016

TBA Warba Bank US$250 million Sukuk 28th July 2016

August 2016 Republic of Togo XOF150 billion Sukuk 26th July 2016

August-September 
2016

DanaInfra Nasional RM10 billion Sukuk 19th July 2016

September 2016 Government of Kuwait up to KWD5 billion Sukuk 4th July 2016

July 2016 Government of Senegal XOF150 billion Sukuk 30th June 2016

TBA Iranian Mines and Mining 
Industries Development and 
Renovation Organization 

IRR4 trillion Sukuk Musharakah 24th June 2016

TBA Tiga Pilar Sejahtera Food IDR1.5 trillion Sukuk 17th June 2016

TBA Almarai Company TBA Sukuk 10th June 2016

By the end of 2017 Ministry of Housing Saudi 
Arabia

TBA Sukuk 9th June 2016

TBA Mahan Air IRR5 trillion Sukuk Ijarah 8th June 2016

TBA The Philippines TBA Sukuk 6th June 2016

TBA GFH Financial Group US$150 million Sukuk 2nd June 2016

TBA Government of Sri Lanka US$1 billion Sukuk 27th May 2016

TBA Saudi Aramco TBA Sukuk 26th May 2016

TBA Al-Tajamaout for Touristic 
Projects

JOD45 million Sukuk Ijarah 24th May 2016

TBA Societe Generale RM1 billion Sukuk 23rd May 2016

TBA Bank Muamalat Malaysia RM1 billion Sukuk Murabahah 23rd May 2016

TBA Bank Rakyat Malaysia RM5 billion Sukuk Murabahah 20th May 2016

TBA Government of Germany US$1 billion Sukuk 18th May 2016

By 2017 Republic of Maldives TBA Sukuk 29th April 2016

Second half of  2016 Saudia up to SAR5 billion Sukuk 26th April 2016

TBA PRAN Foods BDT1 billion Sukuk 11th April 2016

Fourth quarter of 2016 Bank Syariah Mandiri IDR1 trillion Sukuk 5th April 2016

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

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

TBA Hong Kong TBA Sukuk 1st March 2016

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

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

2016 Kuwait Finance House TBA Sukuk 1st February 2016

TBA Oman Telecommunications US$130 million Sukuk 28th 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 Samalaju Industrial Port up to RM950 million Sukuk Murabahah 27th November 2015
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SAMI Halal Food Participation (All Cap) 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
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Based on 39.44% of funds which have reported August 2016 returns as at the 19th September 2016

Based on 20.69% of funds which have reported August 2016 returns as at the 19th September 2016

Top 10 Monthly Returns for Developed Markets Funds

Fund Fund Manager Performance Measure Fund Domicile

1 CIMB Islamic Greater China Equity CIMB-Principal Asset Management 0.69 Malaysia

2 Mashreq Al-Islami Income - Class B Mashreq Capital (DIFC) 0.65 UAE

3 The Iman Allied Asset Advisors 0.60 US

4 Emirates Islamic Global Balanced - Class A USD Emirates NBD Asset Management 0.29 Jersey

5 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.15 Saudi Arabia

6 Watani KD Money Market National Bank of Kuwait 0.06 Cayman Islands

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

8 Al Rajhi Global Equity Al Rajhi Bank -0.40 Saudi Arabia

9 WSF Global Equity - USD I Cogent Asset Management -0.58 Guernsey

10 db x-trackers DJ Islamic Market Titans 100 ETF DB Platinum Advisors -0.63 Luxembourg

Eurekahedge Islamic Fund Index 0.08

Top 10 Monthly Returns for Emerging Markets

Fund Fund Manager Performance Measure Fund Domicile

1 Eastspring Investments Dinasti Equity Eastspring Investments 5.75 Malaysia

2 PB Islamic Asia Strategic Sector Public Mutual 3.89 Malaysia

3 Hayat India Equity Hayat Invest Company 3.59 Mauritius

4 Public Islamic Asia Tactical Allocation (PIATAF) Public Mutual 3.34 Malaysia

5 Public China Itt ikal Public Mutual 3.03 Malaysia

6 PB Islamic Asia Equity Public Mutual 2.90 Malaysia

7 Danareksa Indeks Syariah Danareksa Investment Management 2.61 Indonesia

8 Danareksa Syariah Berimbang Danareksa Investment Management 2.50 Indonesia

9 Public Islamic Select Treasures Public Mutual 2.29 Malaysia

10 Public Asia Itt ikal Public Mutual 2.23 Malaysia

Eurekahedge Islamic Fund Index 3.21
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Based on 56.06% of funds which have reported August 2016 returns as at the 19th September 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 Fixed Income Index over the last 5 years Eurekahedge Islamic Fund Fixed Income Index over the last 1 year
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Top 10 Islamic Fund Fixed Income by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 MNC Dana Syariah MNC Asset Management 2.53 Indonesia

2 CIMB Islamic Enhanced Sukuk CIMB-Principal Asset Management 2.40 Malaysia

3 Libra AsnitaBond Libra Invest 2.40 Malaysia

4 MAA Takaful Shariah Income MAA Takaful 2.40 Malaysia

5 Public Islamic Enhanced Bond Public Mutual 2.37 Malaysia

6 Public Islamic Bond Public Mutual 2.36 Malaysia

7 PB Islamic Bond Public Mutual 2.34 Malaysia

8 MAA Takaful Shariah Flexi MAA Takaful 2.32 Malaysia

9 CIMB Islamic Sukuk CIMB-Principal Asset Management 2.11 Malaysia

10 Eastspring Investments Dana Wafi Eastspring Investments 1.83 Malaysia

Eurekahedge Islamic Fund Index 1.55

Top 10 Sortino Ratio for ALL Funds by by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 CIMB Islamic Money Market CIMB-Principal Asset Management 60.32 Malaysia

2 Atlas Pension Islamic - Debt Sub Atlas Asset Management 25.57 Pakistan

3 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 24.88 Pakistan

4 MNC Dana Syariah MNC Asset Management 17.59 Indonesia

5 Public Islamic Income Public Mutual 11.87 Malaysia

6 Public Islamic Select Bond Public Mutual 6.36 Malaysia

7 PB Islamic Bond Public Mutual 5.83 Malaysia

8 Public Islamic Bond Public Mutual 5.78 Malaysia

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

10 Mashreq Al-Islami Income - Class B Mashreq Capital (DIFC) 2.85 UAE

Eurekahedge Islamic Fund Index 0.15

Based on 60.00% of funds which have reported August 2016 returns as at the 19th September 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
8th Sep 2016 Lembaga Pembiayaan 

Perumahan Sektor 
Awam

Malaysia Sukuk Domestic market 
public issue

986 OCBC, RHB Capital, Maybank, Bank Islam 
Malaysia, CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank

7th Sep 2016 Emaar Sukuk UAE Sukuk Euro market 
public issue

750 Mashreqbank, Standard Chartered Bank, Arab 
Banking Corporation, National Bank of Abu 
Dhabi, First Gulf Bank, Dubai Islamic Bank, 
Union National Bank, Emirates NBD, Noor Bank

1st Sep 2016 SIB Sukuk III UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, Kuwait 
Finance House, Arab Banking, Maybank, Dubai 
Islamic Bank, Emirates NBD, QNB Capital, Noor 
Bank

30th Aug 2016 EI Sukuk UAE Sukuk Euro market 
public issue

250 Standard Chartered Bank, Arab Banking, Dubai 
Islamic Bank, Emirates NBD

19th Aug 2016 Lebuhraya DUKE 
Fasa 3

Malaysia Sukuk Domestic market 
public issue

912 RHB Capital, Maybank, CIMB Group, 
AmInvestment Bank

9th Aug 2016 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

368 Standard Chartered Bank

29th Jul 2016 Sarawak Hidro Malaysia Sukuk Domestic market 
public issue

1,365 RHB Capital, Maybank

29th Jul 2016 Ziya Capital Malaysia Sukuk Domestic market 
public issue

222 CIMB Group

22nd Jul 2016 Maxis Broadband Malaysia Sukuk Domestic market 
public issue

207 CIMB Group

21st Jul 2016 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

644 RHB Capital, Maybank, Kenanga Investment 
Bank, AmInvestment Bank

19th Jul 2016 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

880 Maybank, CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank

29th Jun 2016 Sultanate of Oman Oman Sukuk Euro market 
public issue

500 Standard Chartered Bank

29th Jun 2016 Mohammed Al 
Barwani Sukuk Issue

Oman Sukuk Euro market 
private 
placement

151 Standard Chartered Bank, National Bank of 
Oman

2nd Jun 2016 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, HSBC, Emirates NBD

2nd Jun 2016 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

350 CIMB Group, AmInvestment Bank

31st May 2016 Al Hilal Bank UAE Sukuk Euro market 
private 
placement

225 National Bank of Abu Dhabi

30th May 2016 GovCo Holdings Malaysia Sukuk Domestic market 
public issue

306 RHB Capital

24th May 2016 Noor Bank UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, First Gulf Bank, Dubai 
Islamic Bank, Sharjah Islamic Bank, Citigroup, 
Emirates NBD, Noor Bank

24th May 2016 DP World UAE Sukuk Euro market 
public issue

1,200 JPMorgan, Deutsche Bank, HSBC, National 
Bank of Abu Dhabi, First Gulf Bank, Barclays, 
Dubai Islamic Bank, SG Corporate & Investment 
Banking, Citigroup, Emirates NBD

23rd May 2016 EI Sukuk UAE Sukuk Euro market 
public issue

750 Standard Chartered Bank, HSBC, Arab Banking, 
Maybank, Dubai Islamic Bank, Emirates NBD, 
Al Hilal Bank, Noor Bank
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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

2,500 6.5 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank, 
CIMB Group, Citigroup

2 Jimah East Power Malaysia Sukuk Domestic market 
public issue

2,100 5.5 HSBC, Maybank, CIMB Group

3 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,936 5.1 Standard Chartered Bank, JPMorgan, National Bank of Kuwait, 
Gulf International Bank, Natixis, CIMB Group, Emirates NBD

4 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

1,891 4.9 HSBC, RHB Capital, Maybank, CIMB Group, AmInvestment 
Bank, Hong Leong Financial Group

5 Malaysia Sukuk 
Global

Malaysia Sukuk Euro market 
public issue

1,500 3.9 JPMorgan, HSBC, Maybank, CIMB Group

6 Sarawak Hidro Malaysia Sukuk Domestic market 
public issue

1,365 3.6 RHB Capital, Maybank

7 DP World UAE Sukuk Euro market 
public issue

1,200 3.1 JPMorgan, Deutsche Bank, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Barclays, Dubai Islamic Bank, SG Corporate & 
Investment Banking, Citigroup, Emirates NBD

8 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

1,192 3.1 RHB Capital, Maybank, Kenanga Investment Bank, CIMB 
Group, AmInvestment Bank

9 Sultanate of Oman Oman Sukuk Euro market 
public issue

1,149 3.0 Bank Muscat, Standard Chartered Bank

10 Qatar Islamic Bank Qatar Sukuk Euro market 
public issue

1,118 2.9 Standard Chartered Bank, HSBC, Citigroup, QInvest, Barwa 
Bank, Noor Bank

11 Danga Capital Malaysia Sukuk Domestic market 
public issue

1,110 2.9 RHB Capital, AmInvestment Bank, Standard Chartered Bank, 
DBS, CIMB Group

12 EI Sukuk UAE Sukuk Euro market 
public issue

1,007 2.6 Standard Chartered Bank, HSBC, Arab Banking, Maybank, 
Dubai Islamic Bank, Emirates NBD, Al Hilal Bank, Noor Bank

13 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 2.6 Standard Chartered Bank, HSBC, Emirates NBD

13 Axiata SPV2 Malaysia Sukuk Euro market 
public issue

1,000 2.6 Deutsche Bank, HSBC, CIMB Group

15 Lembaga 
Pembiayaan 
Perumahan Sektor 
Awam

Malaysia Sukuk Domestic market 
public issue

986 2.6 OCBC, RHB Capital, Maybank, Bank Islam Malaysia, CIMB 
Group, Affi  n Investment Bank, AmInvestment Bank

16 Lebuhraya DUKE 
Fasa 3

Malaysia Sukuk Domestic market 
public issue

912 2.4 RHB Capital, Maybank, CIMB Group, AmInvestment Bank

17 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

880 2.3 Maybank, CIMB Group, Affi  n Investment Bank, AmInvestment 
Bank

18 Emaar Sukuk UAE Sukuk Euro market 
public issue

750 2.0 Mashreqbank, Standard Chartered Bank, Arab Banking, National 
Bank of Abu Dhabi, First Gulf Bank, Dubai Islamic Bank, Union 
National Bank, Emirates NBD, Noor Bank

19 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

748 2.0 RHB Capital, Maybank, CIMB Group, AmInvestment Bank

20 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

644 1.7 RHB Capital, Maybank, Kenanga Investment Bank, 
AmInvestment Bank

21 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

595 1.6 CIMB Group, AmInvestment Bank, RHB Capital

22 Sime Darby Malaysia Sukuk Domestic market 
public issue

535 1.4 Maybank

23 SIB Sukuk Co III UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, Kuwait Finance House, Arab 
Banking, Maybank, Dubai Islamic Bank, Emirates NBD, QNB 
Capital, Noor Bank

23 Noor Bank UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, First Gulf Bank, Dubai Islamic Bank, 
Sharjah Islamic Bank, Citigroup, Emirates NBD, Noor Bank

23 Emirate of Sharjah UAE Sukuk Euro market 
public issue

500 1.3 Bank of Sharjah, HSBC, Barclays, Dubai Islamic Bank, Sharjah 
Islamic Bank, Commerzbank Group

23 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

500 1.3 Standard Chartered Bank, HSBC, Arab Banking, National Bank of 
Abu Dhabi, Dubai Islamic Bank, Sharjah Islamic Bank, Emirates 
NBD

23 Arab Petroleum 
Investments

Saudi 
Arabia

Sukuk Euro market 
public issue

500 1.3 Saudi National Commercial Bank, Standard Chartered Bank, 
Goldman Sachs, First Gulf Bank, Emirates NBD, Noor Bank

28 Hilal Services Saudi 
Arabia

Sukuk Euro market 
private placement

500 1.3 Mizuho, Standard Chartered Bank, HSBC, Arab Banking, National 
Bank of Kuwait, First Gulf Bank, Dubai Islamic Bank, SG Corporate 
& Investment Banking, CIMB Group, Emirates NBD, Warba Bank, 
Noor Bank

29 Majid Al Futt aim 
Properties

UAE Sukuk Euro market 
public issue

499 1.3 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
Dubai Islamic Bank, Abu Dhabi Islamic Bank

30 Ezdan Holding 
Group

Qatar Sukuk Euro market 
public issue

497 1.3 Mashreqbank, HSBC, Abu Dhabi Islamic Bank, Emirates NBD, 
Barwa Bank

Total 38,282 100



38© 21st September 2016

DEALOGIC 
LEAGUE TABLES

Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,873 37 15.3

2 Maybank 5,233 35 13.7

3 RHB Capital 4,045 34 10.6

4 Standard Chartered Bank 3,721 23 9.7

5 HSBC 2,679 19 7.0

6 AmInvestment Bank 2,408 19 6.3

7 Emirates NBD 1,643 17 4.3

8 Dubai Islamic Bank 1,373 14 3.6

9 Deutsche Bank 1,037 4 2.7

10 National Bank of Abu Dhabi 1,015 8 2.7

11 Citigroup 816 4 2.1

12 JPMorgan 809 4 2.1

13 Bank Muscat 649 1 1.7

14 Noor Bank 606 9 1.6

15 Natixis 551 2 1.4

16 Kenanga Investment Bank 407 6 1.1

17 First Gulf Bank 383 5 1.0

18 Arab Banking Corporation 383 6 1.0

19 Affi  n Investment Bank 365 3 1.0

20 Hong Leong Financial Group 343 3 0.9

21 National Bank of Kuwait 311 3 0.8

22 Barwa Bank 260 3 0.7

23 DBS 255 4 0.7

24 Abu Dhabi Islamic Bank 243 3 0.6

25 Sharjah Islamic Bank 226 3 0.6

26 OCBC 224 6 0.6

27 Gulf International Bank 214 1 0.6

28 QInvest 204 3 0.5

29 Barclays 203 2 0.5

30 Mashreqbank 183 2 0.5

Total 38,282 128 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 2,447 2 20.3
2 Latham & Watkins 1,532 1 12.7
3 Baker & McKenzie 1,365 1 11.3
4 Adnan Sundra & Low 1,361 1 11.3
4 Zaid Ibrahim & Co 1,361 1 11.3
6 Norton Rose Fulbright 915 1 7.6
7 Cliff ord Chance 758 1 6.3
7 White & Case 758 1 6.3
9 Anjarwalla Collins & Haidermota 172 2 1.4
9 Haidermota & Co 172 2 1.4
9 Lincolns Law Chamber 172 2 1.4
9 Linklaters 172 2 1.4
9 Mohsin Tayebaly & Co 172 2 1.4

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 China Development Bank 821 2 10.7
2 Al Rajhi Capital 663 2 8.7
3 Banque Saudi Fransi 579 4 7.6
4 Alinma Bank 550 2 7.2
5 HSBC 497 3 6.5
5 Samba Capital & Investment 

Management
497 3 6.5

7 National Commercial Bank 491 3 6.4
8 Mitsubishi UFJ Financial Group 377 3 4.9
9 Aga Khan Fund for Economic 

Development
354 2 4.6

10 NATIXIS 314 2 4.1

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 China Development Bank 621 1 5.4

2 Abu Dhabi Islamic Bank 577 4 5.0

3 Samba Capital 536 4 4.6

4 SABB 495 3 4.3

4 Banque Saudi Fransi 495 3 4.3

6 Mashreqbank 491 6 4.2

7 Saudi National Commercial Bank 489 3 4.2

8 Noor Bank 464 7 4.0

9 Al Rajhi Capital 366 2 3.2

10 Abu Dhabi Commercial Bank 355 5 3.1

11 Dubai Islamic Bank 338 7 2.9

12 Maybank 338 1 2.9

12 CIMB Group 338 1 2.9

14 Al Hilal Bank 307 3 2.7

15 AKFED 292 2 2.5

16 Alinma Bank 260 2 2.2

17 National Bank of Abu Dhabi 251 3 2.2

18 Standard Chartered Bank 249 3 2.2

19 Natixis 234 3 2.0

20 Emirates NBD 233 4 2.0

21 Riyad Bank 229 1 2.0

21 Bank Albilad 229 1 2.0

23 HSBC 219 3 1.9

24 First Gulf Bank 195 5 1.7

25 Arab Banking Corporation 173 3 1.5

26 EBRD 170 1 1.5

27 Al Khalij Commercial Bank 163 3 1.4

28 Mitsubishi UFJ Financial Group 138 1 1.2

28 Credit Agricole 138 1 1.2

28 Arab National Bank 138 1 1.2

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Abu Dhabi Islamic Bank 1,228 4 17.7

2 Mashreqbank 1,050 3 15.2

3 Noor Bank 586 4 8.5

4 Maybank 338 1 4.9

4 CIMB Group 338 1 4.9

6 Abu Dhabi Commercial Bank 327 1 4.7

7 Saudi National Commercial Bank 267 1 3.9

7 SABB 267 1 3.9

7 Samba Capital 267 1 3.9

7 Riyad Bank 267 1 3.9

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 3,746 3 32.3
2 UAE 2,913 11 25.1
3 Pakistan 1,613 3 13.9
4 Malaysia 959 2 8.3
5 Bahrain 570 1 4.9
6 Jordan 550 2 4.7
7 Egypt 475 3 4.1
8 India 368 1 3.2
9 Turkey 204 2 1.8
10 Qatar 200 1 1.7

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)
15th Apr 2016 Yanbu Aramco Sinopec 

Refi ning
Saudi Arabia 4,700

27th Jun 2016 Rabigh Electricity Saudi Arabia 2,686

9th Mar 2016 Dhuruma Electricity Saudi Arabia 1,138

15th Jun 2016 PNB Jersey Malaysia 889

21st Dec 2015 Engro Powergen Pakistan 851

11th Dec 2015 Cititower Malaysia 751

29th Nov 2015 Gulf Marine Services UAE 620

1st Mar 2016 National Oil & Gas 
Authority

Bahrain 570

28th Dec 2015 JBF RAK
JBF Bahrain

UAE 500

10th May 2016 Allana International UAE 500
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SEPTEMBER 2016

21st IFN Investor Forum Kuala Lumpur, 
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28th IFN Turkey Forum Istanbul, Turkey
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