
It has been a tempestuous 12 months 
for markets in 2016, and the Islamic 
fi nance industry has not been immune 
from the turbulence. But what impact 
has this had on the Sukuk market? In 
our fi nal issue of the year, LAUREN 
MCAUGHTRY lists our top trends for 
Sukuk issuance — and takes a sneak 
peak at what 2017 might bring….
 
With the UK Brexit result in July, the US 
elections in November, negative rates 
across Europe, geopolitical instability 
in the Middle East and political 
reverberations across Southeast Asia, 
we are, as the ancient Chinese proverb 
warns, living in interesting times. This 
is refl ected in the performance of the 
Sukuk market over the past year: which, 
although there has been no signifi cant 
slowdown in volume, is certainly 
demonstrating characteristics of 
caution — including a strong 
preference for investment-
grade paper and a trend 
toward longer maturities, 
as well as a strong 
preponderance of sovereign 
issuance over corporate, and 
a less innovative but more 
stable issuance profi le. 

As we approach the 
end of the year and 
the 2017 pipeline 
rapidly approaches, 
IFN brings you a 

comprehensive list of the key trends 
and most notable issuances over the 
past 12 months in the Islamic debt 
capital market. With exclusive data 
from Dealogic and unique insights from 
leading players across the globe, we 
invite you to sit back, relax and enjoy 
our whistle-stop tour of 2016. 

1. Sukuk have outperformed 
conventional instruments
Sukuk have had a bett er year than 
many might have expected, despite the 
fi nancial markets volatility. According to 
the latest data from Dealogic, total value 
of Sukuk issued in 2016 to date (as at the 
9th December) totaled US$40.1 billion in 
127 deals — an improvement of 22% on 
2015 levels of US$32.8 billion across 121 
deals (see Table 2). 

But the market has not just 
performed well against its 

own benchmark — it has 
also put in a strong eff ort 
against its conventional 
peers. According to Michele 
Leung, the director of fi xed 
income indices at S&P Dow 
Jones Indices, speaking 
exclusively to IFN: “The 
Dow Jones Sukuk Index 

(that tracks US 
dollar-denominated 
investment-grade 
Sukuk) rose 4% 
year-to-date and 

outperformed the S&P US Aggregate 
Bond Index (data as at the 30th 
November 2016). It also outperformed 
the Malaysian local currency bond 
market, represented by the S&P 
Malaysia Bond Index. The same trend 
was also observed in the last three 
years.” Similarly, Sukuk outperformed 
conventional bonds in the Middle East 
and African region, as shown in the 
performance of the S&P MENA Sukuk 
and Bond Index. 

“Investors have become more familiar 
with Shariah compliant structures, and 
Shariah institutions have come up with 
a wider range of products,” explained 
Ahmed Al Qassim, CEO of Emirates 
NBD, speaking to IFN. “So structuring a 
trade has become easier — that has been 
a strong driver for the development of 
the market.”

2. Investors are looking for high-
quality paper and longer maturities
High quality paper is always sought-
after — but in a year of uncertainty, 
investors have been placing higher 
premiums on investment-grade 
issuance. 

The ‘AAA’-rated IDB, for example, 
was in December able to raise a second 
benchmark fi ve-year issuance of US$1.25 
billion from its US$25 billion program 
— a testament to the appeal of its strong 
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Volume 13 Issue 50 DEALS
CIMB Islamic expects 
Sukuk market to remain 
buoyant going into fi rst 
quarter with healthy deal 
pipeline; sets sight on 
investment account off ering 
in 2017

International Islamic 
Liquidity Management 
Corporation’s US$500 
million short-term Sukuk 
facility oversubscribed by 
US$552 million

Sunway Treasury Sukuk 
issues 165th Islamic 
commercial papers worth 
RM120 million (US$27.07 
million)

Al Baraka Banking Group 
plans US$300 million Tier 1 
Sukuk issue in fi rst quarter 
of 2017

Brunei issues 140th Sukuk 
Ijarah series worth BN$100 
million (US$69.57 million)

ABHC Sukuk to make 
principal and profi t 
payment for Sukuk 
Wakalah

Al-Dzahab Assets to make 
profi t payment for Class 
A and Class B Tranche 1 
Sukuk Murabahah

Qatar Islamic Bank has no 
immediate plans to issue 
further Sukuk, says CFO

Malaysia’s GII Murabahah 
worth RM1.5 billion 
(US$338.34 million) 
oversubscribed by RM4.13 
billion (US$931.56 million)

NEWS
Banque Misr mandates 
ADIB Capital and Credit 
Suisse to arrange US$350 
million fi ve-year debt 
fi nancing 

IDB to support 
development projects in 
Burkina Faso via US$1.3 
billion in fi nancing

Otoritas Jasa Keuangan 
grants Shariah business unit 
licenses to fi nance company 
and venture capital fi rm

Boards of MCB Bank and 
NIB Bank approve merger 
by way of share swap 
arrangement

State of Malacca eyes 
Islamic banking hub status 
in line with eff orts to 
develop deep sea port

Otoritas Jasa Keuangan 
formulating guidelines on 
Sukuk reporting

Islamic Corporation for 
the Development of the 
Private Sector collaborates 
with Baku International 
Sea Trade Port to att ract 
investors to Alat Free Trade 
Zone

Indian government not 
keen on Islamic banking 
as new means of fi nancial 
inclusion

ICD and AlHuda Center 
of Islamic Banking 
and Economics sign 
MoU to develop Islamic 
microfi nance industry

Global Islamic banking 
industry contracts in 2015; 
fi ntech could add 150 
million new customers by 
2021, says EY

IDB and French Agency for 
Development to enhance 
cooperation via MoU

KFH Capital Investment 
Co facilitates acquisition of 
Newark tower for US$165 
million

ASSET 
MANAGEMENT
Sabana REIT proposes 
acquisition of 72 Eunos 
Avenue 7 for SG$20.9 
million (US$14.6 million)
Malaysia Venture Capital 
Management and Elixir 
Capital to establish global 

Islamic economy fund; 
targeting funding for start-
ups in OIC countries

TAKAFUL
Amana Takaful Insurance 
unveils new protection 
scheme for Tuk Tuk drivers

SAAFI and INAIA launch 
Shariah compliant gold 
savings product for French 
market

Malaysia Deposit 
Insurance Corporation 
forms cross-border 
cooperation with US and 
Korean counterparts

RATINGS
RAM reaffi  rms Danajamin 
Nasional’s insurer fi nancial 
strength ratings at ‘AAA/
Stable/P1’

Khaleeji Commercial Bank 
secures fi rst time issuer 
ratings of ‘Ba3/Not-Prime’ 

Bank ABC Islamic 
maintains ratings with 
stable outlook on consistent 
profi tability

RAM reaffi  rms ‘AA1/Stable’ 
rating on Teknologi Tenaga 
Perlis Consortium’s Sukuk

GCC banks’ 2017 outlook 
remains negative as 
weaker economic growth 
feeds through credit 
fundamentals, says Fitch

Ras Al Khaimah continues 
to benefi t from UAE 
membership; maintains ‘A’ 
ratings

MOVES
Bank of Azad Jammu 
& Kashmir appoints 
Imran Samad as CEO and 
managing director

Saudi British Bank’s board 
appoints Georges ElHedery 
as non-executive director
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credit position, with 90% allocated to 
central banks and offi  cial agencies. 

Indonesia, which is currently rated at 
one notch below investment-grade by 
S&P with the option of upgrading in 
2017 (and is already rated investment-
class by Moody’s and Fitch) has seen its 
sovereign Sukuk issuances intensively 
oversubscribed as investors fl ock to 
purchase quality paper — in March, 
for example, its US$2.5 billion issuance 
received US$7.7 billion-worth of bids. 
“Among the ratings-based sub-indices, 
the Sukuk rated ‘BBB’ outperformed and 
rose 4.84% YTD, while the Sukuk rated 
‘AA’ also went up 4.43% in the same 
time frame,” noted Leung. 

The longer maturity indices also 
performed bett er than the shorter 
maturity ones, reversing the trend 
observed from 2015. The Dow Jones 
Sukuk 5-7 Year Total Return Index and 
the Dow Jones Sukuk 7-10 Year Total 
Return Index gained 6.22% and 5.71% 
respectively. 

“In search of yield, investors 
favored longer maturity 
indices over the shorter 
maturity ones, reversing the 
trend observed from last 
year,” confi rmed Leung. 
This is highlighted by the 
increased incidence of longer-
term tranches in 
several high-profi le 
benchmark issues 
this year. For 
example, Malaysia’s 

triumphant US$1.5 billion return to the 
sovereign Sukuk market in April 2016 
included US$500 million in 30-year 
notes — and att racted US$6.3 billion in 
orders. The issuance was rated ‘A3’ by 
Moody’s. 

3. Sovereigns dominated the market in 
2016
Speaking of sovereigns, 2016 was 
certainly the year of the public issuance. 
Of the top 10 deals over the last 12 
months six were from sovereigns or 
supranationals, accounting for 65% of 
the total deal value, or US$9.75 billion. 

Indonesia issued the biggest Sukuk so 
far of 2016 with its US$2.5 billion deal 
in March, followed by Bahrain with a 
US$2 billion transaction in October. The 
IDB has issued a total of US$1.75 billion 

so far this year in two deals, 
while Malaysia joined 

in with a benchmark 
US$1.5 billion deal 
and Turkey also 

issued US$1 billion in 
June. 

Outside the top 
10, multiple other 

countries have 
added to the pool. 
Pakistan issued 
an enormously 
successful US$1 

billion Sukuk in October at very 
competitive pricing, while Oman raised 
a further US$500 million in June and 
at the smaller end, states including 
Sharjah, Senegal and Cote d’Ivoire also 
launched themselves into the market. 

“Overall in 2016 the Dow Jones 
Sukuk Index added a total of 17 new 
Sukuk with a total par amount of 
US$13.5 billion into the index,” said 
Leung. “Sovereign Sukuk continued 
to dominate issuance. Among the US 
dollar Sukuk issuances, the benchmark 
issuance from Indonesia, totaling US$2.5 
billion from two tranches of 10 years 
and 15 years was the most notable. 
It was a steady increment from their 
annual issuance, compared with US$2 
billion in 2015 and US$1.5 billion in 
2014.”

However, that does not mean that 
corporates are out of the running 
— on the contrary, the appeal of 
Islamic alternatives is on the increase 
as sovereigns blaze a new trail. “An 
interesting trend we are seeing now is 
that a lot of the family businesses and 
smaller corporates want to become 
familiar with Sukuk structures,” 
explained Ahmed. “This would have 
been out of the norm fi ve or 10 years 
ago, that a family business comes to us 
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Issuers today 
want to tap 

into every possible 
investor they can 
reach, and that 
gives them the 
motive to go Islamic 
rather than 
conventional

Table 1: Total Return Performance of the Dow Jones Sukuk Index Family vs. Conventional 
Bond Markets

Index YTD Return 1Yr Return 3Yr Return

Dow Jones Sukuk Higher Quality Investment Grade 
Select Total Return Index

3.54% 3.25% 3.21%

Dow Jones Sukuk Total Return Index (ex-
Reinvestment)

4% 3.8% 3.83%

S&P Malaysia Bond Index 1.99% 2.39% 3.36%

S&P U.S. Aggregate Bond Index 2.18% 1.86% 2.43%

S&P MENA Sukuk Index 3.97% 3.9% 3.62%

S&P MENA Bond Index 3.54% 3.51% 4.15%

Source: S&P Dow Jones Indices. Data as at the 30th November 2016. Table is provided for illustrative 
purposes. 

Table 2: Global Sukuk Bonds — Value 2014-16 

Deal Pricing Date by Year Deal Value $ (Proceeds) (m) No.

2014 43,459 136

2015 32,862 121

2016 to date 40,093 127

Source: Dealogic
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and asks about a Sukuk issuance. So 
that trend has certainly changed. People 
today are becoming believers in the 
Islamic alternative, they are realizing 
that they can fund their businesses 
through privately placed Islamic capital 
market transactions through a Sukuk 
format. That structure was not available 
to some of these issuers even fi ve years 
ago.”

In fact, the sovereign issuance trend is 
more likely to assist in the development 
of a corporate market, rather than 
crowding it out. “We have seen 
governments push for more Islamic 
structures — and that makes corporates 
pay more att ention to Islamic ways 
of funding,” explained Ahmed. “For 
example, Indonesia wants to fund 50% 
of its fi nancing needs through Islamic 
methods. That drive by the government 

will trickle down to GREs, corporates 
and the rest of the market.”

4. Local currency Sukuk volumes 
are increasing and new markets are 
gaining ground
“In terms of global currency Sukuk, 
increasing issuances were observed 
in US dollar, Indonesian rupiah and 
Pakistani rupee Sukuk in 2016, with the 
exception of Malaysian ringgit Sukuk, 
which were weighed by the declining 
issuance from Malaysian central bank,” 
said Leung. Nevertheless, US dollar 
and Malaysian ringgit Sukuk continue 
to dominate the market (according to 
Thomson Reuters Eikon data as at the 8th 
November 2016). 

In fact, Malaysia accounted for 46.9% 
of total Sukuk issuance by value in 
2016 (see Table 3), trailed by the UAE 
(16.8%), Saudi Arabia (10.8%) and 
Indonesia (6.8%). The smaller shares 
across all countries are in fact a positive 
sign that the Islamic debt capital market 
is spreading its reach across multiple 
countries — and while Malaysia 
continues to retain the lion’s share, 
new markets are becoming 
increasingly important. 

“We have a footprint that 
straddles the key markets 
across Asia and the 
Middle East. We have 
a presence in all the six 
GCC countries, in Turkey, 
in North Africa, and 
our focus is very 
much on the 
origination of 
opportunities 

for customers across our core markets 
— that really is our bread and butt er 
business,” explained Mohammed 
Dawood, the global head of Sukuk 
fi nancing for HSBC, to IFN. “But there 
are plenty of opportunities outside this 
in new markets. I think new markets 
will be a theme for 2017 — we haven’t 
really seen any major new activity over 
the last several years; from discussions 
that we have had, customers are certainly 
looking at a couple of new areas. But it is 
not just about bringing repeat issuances 
to market — we want to bring out new 
structures and innovations as well. The 
green initiative is very important, for 
example, and fi ts well within the confi nes 
of Sukuk, so we expect to see more of 
that in 2017. So the combination of new 
markets and new structures will be top 
agenda items in 2017.” 

5. The pricing gap between Islamic and 
conventional products is narrowing
“In the debt capital market space we 
have defi nitely seen more business in 
2016 compared to 2015, driven by two 
major trends — one, negative yields 
in various parts of the world, and 
two, immense liquidity in Asia,” said 
Ahmed. “That hunt for yield and that 
excess liquidity has pushed a lot of 
issuers to the market. They have seen 
that liquidity piling up and it gives them 
a lot of incentives to access the Islamic 
space. For example, we were involved 
in a fi nancial institution transaction, and 
within the space of four to fi ve months 
the pricing tightened by around 50bps. 
That shows how much liquidity is 
putt ing pressure on yields.”

In fact, Islamic issuances are now 
reaching competitiveness with 
conventional pricing. “Islamic issuances 
are reaching competitiveness with 
conventional pricing. Fixed income 

investors who are familiar with the 
Sukuk structure see them as very 

similar to a conventional bond,” 
confi rmed Ahmed. “If that 
structure is traded, you won’t 
fi nd a big diff erential when it 
comes to pricing. But we do fi nd 
a big pricing diff erential when 
we do Murabahah structures 

where there is no tradability 
on the Sukuk. That 
pricing is wider because 

Global Sukuk: The year in review
Continued from page 3

I think the 
Sukuk market 

will perform a 
lot better in 2016 
compared with the 
previous year. 2015 
was characterized 
by a real slowdown 
in issuance 
volumes

continued on page 5

Table 3: Top 10 Global Sukuk Issuer Nationalities 2016 to date 

Pos. Deal Nationality Deal Value $ (Proceeds) (m) No. % share

1 Malaysia 18,797 81 46.9

2 UAE 6,752 11 16.8

3 Saudi Arabia 4,319 8 10.8

4 Indonesia 2,725 7 6.8

5 Bahrain 2,200 2 5.5

6 Qatar 1,480 7 3.7

7 Kuwait 1,209 4 3.0

8 Pakistan 1,000 1 2.5

8 Turkey 1,000 1 2.5

10 Oman 590 3 1.5

Source: Dealogic
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we have to price in the non-tradability. 
But that is changing — we are moving 
towards more confi dent and more 
sophisticated investors, and that means 
more tradeable Sukuk.”

Dawood agrees: “We are seeing more 
of a parallel with conventional markets 
now — especially in terms of the GCC, 
where there is usually a discount to be 
had in the Sukuk format of anything 
between 10-20bps depending on the 
strength of that particular day. We’ve 
seen this time and time again, whether 
it has been sovereigns or corporates 
issuing. Although the phenomenon 
has not yet translated across into other 
markets in Asia and Turkey, it certainly 
suggests a positive trend.”

Another encouraging development was 
the recent inclusion of Sukuk into the 
JPMorgan Index, which should help to 
narrow the diff erential between Sukuk 
and conventional. “It shows that the 
product is becoming more mainstream,” 
said Dawood. “Its inclusion in the 
index will mean a lot more investor 
participation and a lot more liquidity, 
which can only be positive for the long-
term growth of the Sukuk market.” 

As Sukuk prices fall, their yields rise 
— and this is contributing to their 
investor appeal. “Demand for Sukuk is 
supported by the yield premium over the 
conventional bond,” confi rmed Leung 
“Using Indonesia 2026 as an example, 
the Indon 26 Sukuk continued to off er a 
yield pick-up versus the Indon 26 bond, 
and the diff erence between the Sukuk 
and bond spreads has been quite stable, 
hovering in the range of 20-30bps.”

6. Volumes will remain stable despite 
the economic headwinds
“I think the Sukuk market will perform 
a lot bett er in 2016 compared with the 
previous year,” noted Dawood. “2015 
was characterized in the last quarter by 
a real slowdown in issuance volumes — 
not helped by volatility and price. This 
year, the markets are very diff erent. The 
oil price has stabilized, the economic 
backdrop in the GCC is more stable. 
The quality has improved — not quite 
to where it was a few years ago, but it 
has improved signifi cantly. All of these 
point to a very sound backdrop to see 
more issuances, and we expect to see 

2016 fi nish on a very positive note with 
a well-balanced distribution.”

Looking ahead: 2017 could 
go either way… 
However, Leung warns that: “It is 
diffi  cult to forecast demand in this 
environment of uncertain longer-term 
interest rates.” This is particularly true 
in Asia, where interest rate fl uctuations 
and currency volatility are impacting 
the performance and outlook for 
the fi xed income market. 

“The dovish, more 
accommodative stance of 
Asian central banks has 
arguably been impacted 
by the market’s current 
perception of a Trump 
administration’s impact 
on US growth, infl ation, 
trade, interest rates 
and the US 
dollar,” noted 
Mohieddine 
Kronfol, the 

chief investment offi  cer for global Sukuk 
and MENA fi xed income for Franklin 
Templeton. “Short-term volatility 
should not, in our view, signifi cantly 
alter the accommodative bias central 
banks in Asia (and developed markets) 
need to adopt to maintain growth and 
support domestic demand.”

…But the overall outlook is 
optimistic
That does not mean, however, that the 
market is not set for positive growth 
in the coming year, and Mohieddine 
estimates issuance could increase by 
around 25% on this year’s performance. 
“Our outlook for 2017 has improved 
following recent action in US benchmark 
rates, currencies, OPEC and GCC 
policymakers,” he told IFN. “We 
once again fi nd value in duration and 
emerging market currencies, and are 
encouraged by the fi scal consolidation 
across the GCC which, coupled with a 
higher probability of stable oil prices, 
should underpin credit spreads and 
support the performance outlook for 

global Sukuk portfolios.” 

Mohamad Safri Shahul Hamid, 
the senior managing director 
and deputy CEO of CIMB 
Islamic, is also optimistic. 
“Sukuk is and will continue to 
be our bread and butt er,” he 
told IFN. The leading global 
Sukuk bookrunner for 2016, 
CIMB has topped the global 

Sukuk league table for 
the past seven out of 
nine years and this 
year took 13% of 

Global Sukuk: The year in review
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It is dif icult 
to forecast 

demand in this 
environment of 
uncertain longer-
term interest 
rates

Table 4: Top 10 Global Sukuk Bookrunner Rankings 2016 to date 

Pos. Bookrunner Parents Deal Value $ (Proceeds) (m) No. % share

1 CIMB Group 5,227 34 13

2 Maybank 4,428 31 11

3 Standard Chartered Bank 4,210 23 10.5

4 RHB Capital 3,279 32 8.2

5 HSBC 2,979 19 7.4

6 AmInvestment Bank 2,544 20 6.4

7 Dubai Islamic Bank 1,829 16 4.6

8 JPMorgan 1,598 7 4

9 Emirates NBD 1,456 14 3.6

10 National Bank of Abu Dhabi 1,394 9 3.5

Source: Dealogic

continued on page 6
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the total market with 34 deals valued 
at US$5.2 billion — closely followed 
by Maybank with 11% and Standard 
Chartered with 10.5% (See Table 4). 

“2017 will continue to be a decent 
and interesting year based on what 
we’re seeing and hearing, despite 
the (continued) market volatility, the 
US Federal Reserve’s rate policy, the 
current oil price environment and the 
Brexit factor, to name just a few,” Safri 
affi  rmed. “Within the Malaysian ringgit 
space, we are expecting a steady deal 
fl ow mainly from infrastructure, project 
fi nance and construction sectors as 
well as government-linked companies. 
On the global front, sovereigns, quasi-
sovereigns and fi nancial institutions 
are expected to make up the bulk of the 
issuer profi le. We are also expecting the 
Saudi local currency market to continue 
to grow next year. As a whole, we are 
expecting primary issuance 
level to hover between 
US$35 billion and US$40 
billion in 2017.”

Overall, despite the global 
headwinds, there has 
been much to celebrate in 
2016 — including a drive to 
issue more and bigger deals, 
and a wider range of issuers 
coming through both in 
terms of new markets 
(on the sovereign side) 
and smaller issuers 
(in the private sector). 
“We have seen a good 
rebound in activity 

this year; it has been well-balanced 
between Asia and the Middle East, with 
some activity taking place in Turkey. 
For the remainder of the year and into 
2017, we are very encouraged by the 
discussions that we are having with our 
clients. We would expect 2017 to be a 
very busy year, and we would expect 
new issuers to come to the market, as 
well as new products. We also expect 
to see a deepening of the market; 
especially in places like Turkey where 
the recent changes to the tax legislation 
really pave the way for access,” said 
Dawood. “I think the next 12-18 months 
could present an ideal backdrop to 
become a bit more adventurous in terms 
of structures and ideas. We are very 
excited about the opportunities.”

“The pipeline has been very healthy 
in 2016 and we believe that this will 
continue into 2017,” agreed Ahmed. 

“Banks need to improve their 
adequacy ratios in preparation for 

Basel III so we should see banks 
come to market looking to 
increase their buff er. We also 

see a lot of GCC sovereigns 
using external debt programs 
as a mechanism to fund 

infrastructure growth, and 
that should boost the 2017 

pipeline.”

With such a positive 
outlook, we can 
hopefully expect a 
strong performance 
from the Islamic debt 
capital market in 2017. 

Global Sukuk: The year in review
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Within the 
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ringgit space, we 
are expecting 
a steady deal 
low mainly from 

infrastructure, 
project inance 
and construction 
sectors as well 
as government-
linked companies. 
On the global 
front, sovereigns, 
quasi-sovereigns 
and inancial 
institutions are 
expected to make 
up the bulk of the 
issuer 
pro ile
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Islamic banks all over the world are 
constantly looking for ways to innovate 
their products and services in order 
to remain competitive and be on par 
with their conventional counterparts. 
The Islamic fi nance industry has seen 
fi ntech dominate the discussion among 
bankers, with disruptive technologies 
increasingly changing consumers’ 
behaviors and how they interact with 
the banking and fi nancial system. 
One particular market segment, 
which seems to be undertapped or 
underappreciated, is the potential that 
women hold in off ering news ways for 
banks, both conventional and Islamic, 
to appeal to the masses. DANIAL 
IDRAKI takes a look at this particular 
segment that remains underrated in 
terms of growth potential.

As markets look forward to a new year 
where ‘disruptive technologies’ have 
become the go-to phrase for product 
innovation, banks need to diff erentiate 

themselves in order to stay ahead of 
the growth curve and off er more than 
simply plain vanilla products if they are 
to reach out to a new customer base or 
even expand on their existing ones. 

In an era where ‘fl oating banks’ in 
Indonesia are capturing new customers 
by traveling to island populations and 
‘mobile ATMs’ are possible in Poland, 
where customers can use a smartphone 
app to request for fi nancial transaction 
services at a specifi ed place and time, 
Qatar Islamic Bank (QIB) is tapping into 
the women segment of the Qatari society 
to grow further. 

In a response to the increasingly active 
social and professional lives that Qatari 
women lead, QIB launched a new 
ladies banking proposition designed 
specifi cally to cater to their fi nancial 
needs, being cognizant of the multiple 
roles that women play, such as fresh 
graduates entering the market for 
the fi rst time, mothers managing a 
household or successful professionals 
and businesswomen. 

QIB’s latest initiative include off ering 
women competitive rates on their fi xed 
deposits, as well as a Shariah compliant 
child education plan — the Walady 
Education Plan — that off ers fi nancial 
security for the child’s education 
through a long-term savings and 
investment plan, coupled with Takaful 
protection for the parent. Furthermore, 
QIB’s new ladies banking proposition 
off ers free Takaful coverage for one 
year, covering general and female-
related risks.

“[Approximately] 50% of the 
economically active Qatari population 

are women, and studies also reveal 
that women play a central role in the 
majority of fi nancial decisions of any 
household. Ladies are an important 
segment that has an impact not just on 
QIB’s growth but on Qatar’s growth 
as a whole. What is interesting is that 
there is a gap in the market, as no other 
bank in Qatar has a comprehensive 
ladies banking proposition like the one 
we off er and we believe that off ering 
segmented, personalized products and 
services is the best way to ensure that 
we fully meet and satisfy our clients’ 
expectations,” QIB told IFN exclusively.

The Islamic bank noted that this new 
proposition is borne out of its quest to 
provide banking solutions to meet the 
lifestyle needs of women through the 
various stages of their lives. “With every 
role comes a set of specifi c fi nancial 
responsibilities and needs that women 
have and our new ladies banking 
proposition aims to cater to the varying 
needs of our female clients,” QIB said, 
adding that this would also allow 
the bank to increase the loyalty and 
retention of its client base and att ract 
new clients.

QIB’s latest growth approach does not 
involve any fancy technology but rather 
a simple and humble acknowledgement 
that women is a driving force in the 
retail side of banking, and will continue 
to be so. As EY noted in a report, 
supply-side initiatives involving 
transformations are needed if Islamic 
banking in Qatar wishes to go 
mainstream, and QIB’s consideration of 
the diff erent needs of women is a fi ne 
example of how inclusiveness remains 
the basis for Islamic banks’ growth, 
moving forward.

Women playing an impactful role in Islamic banks’ evolving 
business strategy — an example from QIB

Straight to Web Feature
Justifi cations of avoiding Riba (Part X): The 2008 fi nancial crisis 

Following the 2008 fi nancial crisis, the US government formed a 10-member commission to determine the root causes of the crisis. 
The commission released its fi nal report in January 2011 titled ‘The Financial Crisis Inquiry Report’ which is available online. In the 
report, the commission members identifi ed several causes of the fi nancial crisis. They categorized the root causes under some broad 
headers like ‘Shadow Banking’, ‘Securitization and Derivatives’, ‘Deregulation Redux’, ‘Subprime Lending’, ‘Credit Expansion’, ‘Mortgage 
and the CDO Machines’, etc. In this article, MABROOR MAHMOOD will only concentrate on how mortgage securitization and the 
development of collateralized debt obligations (CDOs) fueled the crisis. 

To read the full article, log on to www.islamicfi nancenews.com.
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Profi t and loss-sharing, one of the 
central tenets of Islamic fi nance, are 
well suited to fi ntech applications — but 
the latest technology is not just limited 
to fi nancial start-ups. A new media 
company in Australia has emerged to 
demonstrate the fl exible applications 
available through blockchain 
technology, as well as promoting its 
Shariah compliant characteristics. 
LAUREN MCAUGHTRY explores. 

Australian start-up Veredictum, which 
launched in August this year, focuses 
on protecting the fi lm industry from 
piracy through a new distribution 
and productivity model based around 
blockchain. The fi rm allows content 
producers to register their work into 
blockchain via tokens, with the content 

fi ngerprinted in multi-layers to prove 
ownership. A new product currently in 
development centers around a content 
engine that prevents pirates from 
stripping and redistributing online 
content using the same ownership 
techniques — essentially preventing the 
process of ‘free booting’ (where pirates 
distribute stolen content through their 
own social media channels) through a 
complex verifi cation process. 

“Bitcoin and other cryptocurrencies 
underpinning blockchain developments 
do appear to have very favorable 
conditions geared toward Islamic fi nance 
given their lack of reliance upon debt, 
the lack of investor/borrower control 
and the mutually aligned profi t and 
loss-sharing of the funding process of 
crowdsales,” confi rmed Tim Lea, a fi lm 
director and CEO of Veredictum, in a 
recent note on blockchain and Islamic 
fi nance. “With careful consideration, 
this could potentially open up a raft of 
opportunities.”

While blockchain has hitherto hit 
headlines for its cryptocurrency facilities, 
companies such as Veredictum are not 
only demonstrating its fl exibility and 
range of application, but its enormous 
potential in the Islamic space. “In 
terms of the blockchain, it’s such a 
wide and deep technology [that] it 
has so many applications especially 
outside of fi ntech,” explained Lea. 
“With so many Islamic communities 
being based in developing and poorer 
countries that lack basic infrastructure, 
the use of the blockchain and mobile 
technologies… could be the future of 
low-cost technology that by virtue of 
its support from Islamic scholars could 
gain ready adoption from its local 
communities through its positive Shariah 
components.”

However, developments remain at a very 
early stage. “Until we see vastly 
improved basic infrastructure, which the 
blockchain can provide within 
developing nations, we are way off  being 
able to see pure blockchain-related 
Islamic fi nance plays,” warned Lea.

Blockchain applications expand across Islamic inance

What is blockchain?
A blockchain is a data structure that 
allows the creation of a digital ledger 
of transactions which can then be 
shared between a distributed network. 
Cryptography allows each participant 
on the network to securely and 
independently manipulate the shared 
ledger without the need for central 
control. 

Once recorded on the ledger, data 
is almost impossible to remove, 
making it a secure method of 
tracking transactions. Changes or 
additions are evaluated, verifi ed 
and approved by secure algorithms 
run by all participants, making it an 
effi  cient partnership model based on 
crowd participation. If a majority of 
participants agree that a transaction 
looks valid, the transaction is 
approved which adds a ‘block’ to the 
‘chain’ — hence the name. 

This distributed ledger structure can 
be applied in multiple diff erent ways. 
One of its most famous applications 
is the virtual currency ‘bitcoin’ which 
is both public and permissionless, 
meaning anyone can participate 
and contribute. Other applications 
however, such as private company 
facilities, can restrict blockchains to 
approved participants — allowing 
fi rms to instantly make and verify 
transactions across a wide platform 
without requiring central control. 

A September 2016 report from IBM 
based on a survey of 200 banks found 
that fi nancial institutions are adopting 
blockchain technology “dramatically 
faster” than expected, with 15% of 
leading global banks expected to roll 
out full-scale commercial blockchain 
products in 2017, while 65% of global 
banks are forecast to have some kind 
of blockchain off ering by 2020. A 
number of Islamic fi nancial off erings 
are already available, including 
start-ups such as Indonesia’s Blossom 
Finance, Singapore’s EthisCrowd and 
Dubai’s Finocracy and OneCoin. 

Until we 
see vastly 

improved basic 
infrastructure, 
which the 
blockchain can 
provide within 
developing nations, 
we are way off being 
able to see pure 
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Islamic 
inance plays
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VINEETA TAN explores how the future 
of Islamic fi nance and banking hinges 
on how fast the industry can embrace 
and optimize data analytics in their 
growth strategy.

From as low as US$900 billion to as high 
as US$3 trillion, value estimates of the 
global Islamic fi nance market are just 
that – estimates with varying degrees 
of diff erences and uncertainties. This 
lack of reliable and consistent data is 
perhaps one of the most immediate 
and signifi cant obstacles preventing the 
Shariah fi nance industry from making 
strategic informed decisions, resulting 
in missed opportunities, loss of potential 
customers and misplaced resources.

“The fact that almost one-third of the 
US$3 trillion global Shariah compliant 
assets are either reported as ‘informal’ 
or ‘best estimates’ demonstrates the 
limitation of participation banks in 
making sound strategic decisions,” 
agreed Ashar Nazim, a partner at EY’s 
Global Islamic Banking Center. “CFOs 

need reliable information and we 
are seeing a strong desire to improve 
data management and analytics at 
participation banks through fi ntech 
innovations.”

Fintech is the buzzword in the global 
fi nancial community, the Islamic fi nance 
circle included. And while the main 
themes driving the Islamic fi ntech space 
seem to be dominated by peer-to-peer 
fi nancing technology, robotic process 
automation, payment solutions and 
blockchain (see IFN Report pg 8) so far, 
there is a clear urgent need and shift 
toward advanced data analytics and 
artifi cial intelligence. 

“There has been a clear evolution for 
CFOs from having the primary role of 
analyzing historical data to one whose 
focus will be providing forward-looking 
insights. In-memory computing and big 
data are the clear direction forward, with 
predictive analytics being a key driver of 
these changes,” emphasized Ashar.

It is no longer a question of whether 
or not Islamic banks can continue their 
dominance in the arena independent 
of the disruptive forces of fi ntech 
companies — it is crystal clear that banks 
need to accommodate, embrace and 
nurture fi ntech not only to thrive, but to 
survive in this increasingly competitive 
environment. EY fi gures show that the 
growth of global Shariah compliant 
banking assets has shrunk in 2015, 
reaching US$924 billion, with Islamic 
banks in ASEAN particularly taking 
a hit. Encouragingly, the consultancy 
fi rm also projects that a collaboration 
and consolidation of banks and fi ntech 
companies could gain Islamic banks 100 
million customers by 2021, boosting the 
Shariah banking industry to become 
mainstream across 20 promising markets.

“The adoption of fi ntech innovation is 
not an option, but an absolute imperative 
for participation banks to continue to 
gain market share,” affi  rmed Ashar.

Looking into the future: Predictive analytics to re-code Islamic 
banking landscape

50%
DISCOUNT
on REDmoney seminars
for past delegates
* The discount is applicable for other seminars attended within a 12 month period and is non-transferable.

For more information please contact us at +603 2162 7800 or visit our website at www.REDmoneyevents.com
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In the seven days leading up to this 
week, the market was fl ooded with 
news of potential sovereign Sukuk 
issuances; this week Morocco adds 
to the list of potential issuers in 2017. 
DANIAL IDRAKI brings you a bird’s-
eye view on the sovereign Sukuk 
market over the past week.

Malaysia
The Malaysian government’s RM1.5 
billion (US$338.34 million) GII 
Murabahah off ering issued on the 8th 
December received 272 bids worth a total 
of RM5.63 billion (US$1.27 billion).The 
facility, to mature on the 31st October 
2035, was sold at a profi t rate of 4.79%.

Brunei
Autoriti Monetari Brunei Darussalam 
has, on behalf of the government of 
Brunei, issued its 140th series of short-
term Sukuk Ijarah for the total amount of 
BN$100 million (US$69.57 million). The 
91-day facility was priced at 0.56% and 
will mature on the 2nd March 2017. With 
this issuance, the Bruneian government 
has thus issued over BN$10.43 billion 
(US$7.26 billion)-worth of short-term 
Sukuk Ijarah securities since the maiden 
off ering on the 6th April 2006.

Morocco
Morocco’s Finance Minister Mohamed 
Bossaid said that the country will issue 
its fi rst-ever sovereign Sukuk in the 
domestic market in the fi rst half of 2017, 
Reuters reported. The size of the Sukuk 
facility, however, is yet to be decided. 
The issuance will coincide with the 
launch of a market for Islamic banking, 
after the country adopted legislation 
allowing Shariah compliant fi nance into 
the domestic market.

Sovereign Sukuk: Morocco joins league of potential issuers for 
2017

Upcoming sovereign Sukuk

Country Amount Expected date

Morocco TBA First half 2017

Bahrain TBA First quarter 2017

Oman US$2 billion TBA

Iran IRR60 trillion 2016

Nigeria TBA First quarter 2017

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 TBA

Maldives TBA TBA

Sri Lanka US$1 billion TBA

Germany US$1 billion TBA

Are you using our unique 
and exclusive

RESEARCH REPORT?
This excellent and easy-to-use service is available only to subscribers.
Generate personalized research reports based on your search criteria. A customized report can be easily generated to a PDF fi le through 8 simple steps
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Now that a Shariah standard on gold 
has been launched by AAOIFI and 
the World Gold Council (WCG), the 
UAE and Turkey wasted no time in 
leveraging on the new development 
with Dubai Multi Commodities 
Center (DMCC) and Borsa Istanbul 
signing an MoU to work toward 
establishing an international Shariah 
compliant precious metals platform. 
The MoU will extend the current scope 
of collaboration between the two 
entities as they look toward sett ing up 
a universal Shariah compliant gold 
exchange for Islamic markets and 
creating dedicated delivery centers 
for precious metals in both Dubai and 
Istanbul. DANIAL IDRAKI writes.

DMCC, for its part, will explore ways 
on how it could off er guidance and best 
practice to its counterpart, now that gold 
can now be used as a commodity to back 
Shariah-based fi nancial products. The 
MoU builds upon DMCCC’s current scope 
of collaboration with Borsa Istanbul, and 
will seek to draw upon the capabilities of 

its Free Zone, DMCC Tradefl ow platform 
and its Dubai Gold and Commodities 
Exchange, and aims to connect a wide 
range of fi nancial institutions and physical 
traders. Borsa İstanbul, on the other 
hand, off ers both spot and futures trading 
platforms for precious metals such as gold, 
diamonds and precious stones, while gold 
futures contracts are also off ered to the 
investors on Borsa İstanbul.

Ahmed Sulayem, DMCC’s executive 
chairman, commented that enhancing its 
partnership with Borsa Istanbul marks 
a natural evolution in developing the 
global markets, and improves cross-
border effi  ciencies in the precious metals 
trade. “This MoU also refl ects DMCC’s 
commitment to developing Shariah 
compliant market infrastructure to 
support the future growth of the Islamic 
economy,” Ahmed added.

This cooperation to establish a Shariah 
compliant precious metals platform 
is expected to further strengthen the 
position of Istanbul and Dubai in the 

global physical gold trade, aside from 
reinforcing the trade relations between 
the two nations, given that Turkey 
remains one of the UAE’s largest trading 
partners, with more than US$6.7 billion 
in annual bilateral trade in 2015. Earlier 
this month, the two entities agreed to 
initiate a single platform for the spot and 
futures trading and sett lement of gold 
and other precious metals.

Trading platforms have seen an increase 
in Shariah compliant cross-border 
cooperation in recent times. Just in 
August this year, Bursa Malaysia and 
Indonesia Stock Exchange agreed to 
jointly develop both their Islamic capital 
markets, in an eff ort to broaden the usage 
and availability of Islamic liquidity and 
products. With the new Shariah standard 
on gold and its trading controls opening 
the fl oodgates to further gold investment 
in the Islamic fi nance universe, more 
collaborations between international 
market players are expected to come to 
the fore in the global commodities 
trading arena.

DMCC and Borsa Istanbul to develop international Islamic 
precious metals platform

In less than two days since AAOIFI 
and the World Gold Council (WGC) 
released their long-awaited Shariah 
standard on gold, VINEETA TAN 
observes that international platforms, 
including a fi ntech fi rm, have formally 
announced their plans to launch 
Shariah compliant gold solutions in 
a race to capture the individual and 
institutional wealth of increasingly 
affl  uent Muslim populations which for 
years have been hesitant to invest in the 
yellow metal due to complexities and 
lack of clarity over the asset class. 

In the past week, at least three entities 
have made their bid in the Islamic gold 
investment space including newly-
minted Kuala Lumpur-based fi ntech 
fi rm, HelloGold. The fi rst online gold 
platform to be endorsed as Shariah 
compliant by Amanie Advisors — the 
force behind the AAOIFI standard 
— confi rmed that it is expanding its 
reach beyond Malaysia to include other 
ASEAN markets in the second half of 
2017.

“For many in Asia, gold is a particularly 
good safe haven investment against 
foreign exchange risk and market shocks 
such as we have seen in 2016. Over the 
last 12 months, gold has risen by 17% 
against the Malaysian ringgit, 10% against 
the Thai baht, 9% against the Indonesian 
rupiah, 17% against the Philippine peso 
and 12% against the Singapore dollar,” 
explained Robin Lee, CEO of HelloGold 
and formerly CFO of WGC.

The fi ntech fi rm aims to democratize 
access to investments and savings by 
removing the cost hurdle to individual 
investors — off ering customers the 
ability to buy, sell, save, send gold and 
use it as collateral from as low as RM1 
(22.47 US cents).

We are also seeing active movements 
from the European market. IFN can 
confi rmed that French Takaful specialist 
SAAFI this week launched a launch 
a physical gold investment product, 
known as the Gold Dinar savings plan, 
in collaboration with INAIA. INAIA, 
which is managing and distributing the 

savings plan in Germany, will manage 
the product for the French market with 
SAAFI acting as its exclusive distributor.

In Ireland on the other hand, longtimer 
GoldCore has begun work on 
engineering a Muslim-friendly solution, 
with plans to bring it to market by the 
fi rst quarter of 2017.

“For a number of years, we have 
been working on an institutional gold 
platform and indeed a Shariah compliant 
gold bullion solution for the institutional 
market,” said Stephen Flood, CEO of 
Gold Core, which has offi  ces in the UK, 
the US and Ireland. “We look forward 
to launching our comprehensive Shariah 
compliant gold investment solution and 
off ering it to qualifying Islamic fi nancial 
institutions in 2017.”

Hailed as a gamechanger by many, the 
eff ects of the Shariah standard on gold is 
immediately clear and one can only 
anticipate more market participants to 
take advantage of this new guidance to 
cash in on this asset class.

The gold rush: New Shariah standard opens the loodgates
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Real estate and consumer fi nancing are 
propping up Qatari Islamic banks at a 
time when growth have suff ered from 
low oil prices and slipping government 
spending, although concerns over 
expansion momentum remain. 
VINEETA TAN reports.

Qatari Islamic banks outperformed 
their conventional counterparts in 
the fi rst six months of 2016, clocking 
in a 7.2% growth in fi nancing against 
6.5% achieved by conventional lenders 
(excluding Qatar National Bank’s 
Finansbank in Turkey), driven by their 
real estate business and retail division. 
As a result, Islamic banks managed to 
increase their market share to 25.2% as 
at the end of June 2016; at the end of 
December 2015, their market share stood 
at 25%.

Observing that demand for Shariah 
compliant fi nancial services from retail 
and corporate clients are swelling, Bashar 
Al Natoor, the global head of Islamic 
fi nance at Fitch, however, noted that 
contracted hydrocarbon revenues and 
restrained spending by the government 
have cast shadows over growth 

projections for this year — for both 
Islamic and conventional banks. 

“We expect profi tability to remain 
healthy, but margin to be under pressure 
from tighter market liquidity, which 
will increase banks’ funding costs,” 
commented Bashar.

Margins aside, asset quality is also 
expected to take a hit. Islamic banks have 
been performing bett er than conventional 

banks keeping their impaired fi nancing 
ratio at 1.1% (on average) as at the end of 
the fi rst half, while the conventional bank 
average stood at 2.1%. 

“However, asset quality is expected to 
weaken with slower growth and 
seasoning of the fi nancing book. All 
banks have high exposure to real estate 
and contracting, which has deteriorated 
due to delays in government payments to 
contractors,” said Bashar.

Real estate and retail businesses buoy Qatari Islamic banks’ 
performance amid sliding oil revenues

Chart 1: Qatari Islamic and Conventional Banks’ lending growth

Source: Fitch Ratings
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Bank Negara Malaysia recently released detailed Shariah guidelines, requirements and optional practices and arrangements for 

various Islamic financial contracts, products and features. Following on from this, banks and financial institutions will be required to 

submit action plans based around these requirements and practices. As such, a great deal of important information gathering and 

analysis will have to take place in a relatively short period of time.

REDmoney Seminars is pleased to offer an insightful, concise and incisive update on the Shariah standards and requirements, optional 

practices and arrangements for Tawarruq, Waad and Rahn. Industry experts will cover the most important elements of each, and will 

identify key areas for attention and action.
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Regulatory landscape
South Korea has had a long and 
frustrating journey trying to pass 
legislation favorable to Islamic fi nancial 
transactions but to no avail. Prepared and 
submitt ed for the fi rst time in September 
2009, the Ministry of Strategy and 
Finance was unsuccessful in gett ing the 
amendment to the Special Tax Treatment 
Control Act, containing provisions which 
would neutralize the existing double 
tax treatment of Sukuk transactions, 
approved by the National Assembly’s 
Strategy and Finance Committ ee.

Amendments were introduced again in 
February 2011 only to be rejected again 
due to strong opposition from Korean 
Christian groups, and there have been no 
signs from the government in att empting 
to re-introduce a bill which would create 
a level playing fi eld for Shariah fi nancial 
transactions.

Banking and inance
South Korea wasted no time in 
establishing banking ties with the world’s 
largest Islamic fi nance market, Iran, 
when sanctions were lifted from the 
Islamic Republic — even maintaining 
trading ties with the country when it was 
isolated from the global community. In 
May, South Korea’s Woori Bank offi  cially 
commenced operations in Iran — the 
fi rst for any South Korean bank. Woori 
has been laying down the foundations 
with Islamic banks of the Islamic world, 
becoming the fi rst Korean bank to carry 
out a fi nancial transaction with a Shariah 
bank after it extended a US$10 million 
fi nancing to Qatar Islamic Bank via its 
Bahraini branch in January this year. 
The QIB-Woori agreement is built upon 
strong bilateral trade relations between 
Qatar and South Korea, and explains why 
South Korea is still interested in entering 
the Islamic fi nance market despite the 
challenging domestic atmosphere — to 
strengthen its ties with the Gulf. 

The relationship between South Korea 
and the GCC dates back to the 1970s and 
is deeply embedded in trade due in large 
part to the abundance of oil in the Gulf 
and the sophistication of South Korea’s 
manufacturing industry. Construction 

is another area of investment; in fact, 
the MoU between Emirates NBD and 
Construction Guarantee focuses on joint 
marketing to South Korean contracting 
companies in the GCC given the industry 
opportunities ahead of Expo 2020 in 
Dubai and the FIFA World Cup in Qatar 
in 2022. It was reported that the Korean 
Finance Corporation is working with a 
MENA fi nancial institution to establish a 
Shariah compliant investment fund.

Woori is not the only one keen on 
tapping this market: IFN understands 
that Korea Development Bank (KDB) 
also has its eyes on Islamic fi nance 
and is weighing options to support 
infrastructure projects in Iran. In fact, 
KDB this year signed an MoU with the 
Central Bank of Iran to expand banking 
cooperation and trading volume between 
the two countries. The Bank of Korea — 
the nation’s central bank — is also an 
associate member of the IFSB since 2014.

Sukuk
While there have yet to be any signs 
from the South Korean sovereign to 
issue sovereign Sukuk, the impetus for 
the Asian tiger’s Islamic capital market 
is once again provided for by Iran. In 
October, the Securities and Exchange 
Organization of Iran (SEO), which agreed 
with its South Korean counterpart to 
expand their fi nancial ties and exchange 
expertise, made it clear that it is also 
intends to off er sovereign Sukuk in 
the regional and international capital 
markets with the South Korean market 
viewed as a favorable destination for the 
Islamic debt papers, according to SEO’s 
chairman, Dr Shapour Mohammadi. 

It is also worth noting that the Export-
Import Bank of Korea also has the ability 
to issue Sukuk through its RM3 billion 
(US$679.34 million) in nominal value 
conventional and/or Islamic medium-
term note (MTN) programs. Rated in 
March 2015, the programs were affi  rmed 
at ‘AAA/AAAID’ with a stable outlook in 
March 2016.

Takaful
Takaful is not yet available in the South 
Korean market nor provided by any 

local entities; however, the Korea Trade 
Insurance Corporation (K-sure) in 
November 2016 signed a reinsurance 
agreement with the Islamic Corporation 
for the Insurance of Investment and 
Export Credit (ICIEC) to build mutual 
business opportunities. Under the 
agreement, the ICIEC will reinsure 
commercial and political risks related 
to medium/long-term export credit 
transactions which involve Korean 
exporters and contractors selling capital 
goods and services to ICIEC member 
countries. The ICIEC will also extend 
reinsurance support to K-sure for Korean 
investors investing in ICIEC member 
countries. 

Asset management
In November, as part of its drive for 
diversifi cation, South Korea’s Mirae Asset 
Financial Group through its Hong Kong 
arm, launched its maiden Islamic fund, 
a sub-fund of the Mirae Asset Global 
Discovery Fund SICAV, a Luxembourg-
domiciled UCITS, and Mirae plans to 
register the fund for public distribution in 
selected jurisdictions across Asia, Europe 
and the Middle East (See Fund Focus Vol 
13 Issue 49).

Outlook
South Korea still faces major challenges 
in developing its nascent Islamic fi nance 
industry: double taxation, the lack of 
enabling regulations, the absence of 
Islamic fi nance human resources and 
perhaps more signifi cantly, the strong 
religious sensitivity of the country 
(unfavorable to Islam). Yet, the 
government cannot exclude Islamic 
fi nance from its fi nance arsenal, 
especially if it wants to tap the Iranian 
and wider GCC markets — and we have 
seen the Korean entities increasingly 
aligning themselves toward this 
proposition over the last year. More 
realistically, South Korea’s Shariah 
fi nance future perhaps lies in outward 
investment and development, to 
circumvent legal (and social) obstacles 
back at home and instead take advantage 
of the existing infrastructures, network 
and expertise of existing industry players 
as well as established markets to enter 
into the Islamic fi nance space.

South Korea: A promising 2016
When the P5+1 fi nally decided to lift paralyzing sanctions on Iran, the world took notice, including South Korea, 
and the opening of the Islamic Republic has set in motion an interesting series of events most promising for 
Islamic fi nance for Korea. VINEETA TAN provides an overview.
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Middle East
This year, Oman welcomed a new 
dedicated regulation on Sukuk that 
would complement the existing bond 
regulatory framework in place in the 
Commercial Companies Law and 
Executive Regulation of the Capital 
Market Law. The Capital Market 
Authority (CMA) noted that the new 
regulation will provide fl exibilities and 
spur innovation by: introducing a trust 
structure, allowing for the issuance of a 
Sukuk program, removing restrictions 
on the Sukuk structure depending on 
the approval of the issuer’s Shariah 
supervisory board (which is engaged 
by the issuer), allowing for an optional 
rating requirement, incorporating a 
limited liability company as the SPV 
and not imposing any restrictions on 
the Sukuk amount to be raised based 
on the company’s capital. The CMA 
was given the authority to regulate all 
Sukuk issuances in the Sultanate as well 
as any related SPVs including tax and 
fee exemption status provided to SPVs 
as stipulated by the Capital Market Law 
under the Royal Decree No 59/2014.

In Iran, the central bank and the 
Ministry of Finance and Economic 
Aff airs have fi nalized reforms to Iran’s 
Banking Law which has never been 
revised since its passing in 1983. The 
draft banking reform bill includes 
provisions to uphold Islamic banking 
norms, improve effi  ciency and adjust 
interest rates with real economic 
conditions.

Africa
Tunisia also made strides in further 
enhancing the depth of Islamic 
banking and fi nance after the country’s 
parliament approved a new banking 
law in May this year to modernize 
its fi nancial services, which includes 
chapters to initiate a specifi c Islamic 
banking law for the fi rst time. All banks 
will be allowed to off er Islamic fi nancial 
services and products, provided that 
the central bank approves the bank’s 
application submitt ed in accordance 
with Article 22 of the new law. 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, and Articles 12, 
13, 14 and 15 indicate the status of the 
contracts of Murabahah, Ijarah, Salam 
and Istisnah, while Article 16 defi nes the 
investment deposits based on a contract 
Mudarabah or Wakalah.

Over in Kenya, the Capital Markets 
Authority is working on a regulatory 
framework to introduce Islamic fi nance 
in the country. The regulator will study 
its conventional Capital Markets Act to 
see if any amendments can be made to 
allow Islamic products to be treated like 
other conventional fi nance instruments 
and also work on establishing a Shariah 
board. 

Asia
In Malaysia, the Ombudsman for 
Financial Services commenced 
operations as the operator of the 
Financial Ombudsman Scheme since 
October 2016. The Ombudsman for 
Financial Services is approved by Bank 
Negara Malaysia under the Financial 
Services Act 2013 and Islamic Financial 
Services Act 2013 to provide a fair 
and effi  cient avenue for fi nancial 
consumers to resolve disputes against 
fi nancial service providers. Besides that, 
the country is also working toward 
facilitating Waqf activities, with the 
Islamic Chamber of Commerce Malaysia 
proposing the enactment of a law 
allowing business or corporate Waqf to 
be implemented at the federal and state 
levels. 

Pakistan witnessed a slew of 
developments in its Islamic fi nance 
legal framework and legislation 
throughout 2016. One of the most 
signifi cant developments is the tax 
neutrality accorded to Sukuk facilities, 
which allows for certain tax exemptions 
that were previously available to only 
conventional securitization issues. 
Based on the recommendations by the 
Securities and Exchange Commission of 
Pakistan, the Federal Board of Revenue 

made changes to the taxation laws for 
Sukuk issuance which now bring it on 
par with its 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. 

Besides the tax neutrality for Sukuk 
facilities, Pakistan is also reviewing 
Mudarabah guidelines to align them 
with the overall regulatory framework 
of Islamic fi nance in the country, 
the issuance of Takaful rules and 
government Sukuk Ijarah — to facilitate 
the development of an Islamic capital 
market in the country.

Australia
Australia is also making further inroads 
in facilitating Islamic fi nance after the 
government had in May this year 
proposed changes to the tax laws in the 
federal budget to accommodate Shariah 
fi nance law. The budget changes ride on 
a 2011 Board of Taxation report which 
calls for Australia’s taxation laws not to 
inhibit the expansion of Islamic fi nance. 
Islamic fi nance transactions in Australia 
are not treated as a loan for tax purposes 
but are subject to capital gains tax or 
trading stock rules and can incur goods 
and services tax or stamp duty.

Law and legal frameworks in Islamic inance
The past few years have seen the Islamic fi nance universe expand exponentially across the globe, as new markets 
join and existing jurisdictions develop their capabilities. As legal frameworks develop and legislation becomes 
more comprehensive, the industry is gaining the foundations it needs to achieve competitive parity with its 
conventional counterpart. DANIAL IDRAKI looks at the latest developments around the world.
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CASE STUDY

Meezan Bank’s Tier II Sukuk 
Mudarabah

PKR7 billion (US$65.77 million)

 

22nd September 2016

Issuer and 
obligor

Meezan Bank

Size of Issue PKR7 billion (US$65.77 
million)

Mode of Issue Private placement
Purpose To support MEBL’s 

capital and future growth 
strategy

Tenor 10 years
Issuance price At face value
Profi t rate The Mudarabah profi t 

shall be computed on 
the basis of a profi t-
sharing ratio and monthly 
weightages. It is expected 
that the profi t may be 
up to six-month KIBOR 
plus 50bps, subject to the 
Mudarabah rules

Payment Semi-annually
Currency Pakistan rupee
Maturity date 21st September 2026
Governing law Islamic Republic of 

Pakistan
Legal advisor(s)/
counsel

Mohsin Tayebaly & Co

Listing Unlisted
Underlying 
assets

General Mudabarah pool 
of assets

Rating ‘AA-’ by JCR-VIS Credit 
Rating Company

Shariah 
advisor(s)

MEBL Shariah Board

Structure Mudarabah
Tradability Inducted into the Central 

Depository System of 
Pakistan and transferable 

Investor 
breakdown

12 local fi nancial 
institutions including 
banks, mutual funds and 
Takaful companies

Face value/
minimum 
investment

PKR1 million 
(US$9,396.38)

Meezan Bank (MEBL) recently came to 
the rescue of Pakistani Islamic fi nancial 
institutions’ liquidity management 
woes through the issuance of a PKR7 
billion (US$65.77 million) Tier II 
Sukuk Mudarabah facility, which was 
exceedingly oversubscribed. NURUL 
ABD HALIM provides an insightful 
account of the privately-placed deal.

The 10-year facility received a total 
commitment of PKR7 billion from 
the market, almost double the size of 
the Islamic bank’s proposed issue of 
PKR4 billion (US$37.59 million) after 
exercising its Green Shoe Option. 

“Due to overwhelming response, the 
bank decided to initiate a bidding 
process for allocating the amount [of 
Sukuk] to interested investors through 
the process of price discovery, whereby 
investors are then invited to participate 
in the bidding process and provide their 
bids for the expected profi t rate (70bps 
above six-month Ask Side KIBOR),” 
explained MEBL. “The bidders were 
ranked and selected on the basis of 
lowest expected profi t rate (which as per 
the bidding results was six-month Ask 

Side KIBOR plus 50bps) and the cut-off  
rate was kept uniform for all investors.”

MEBL employed the Mudarabah 
structure for this capital-boosting 
issuance, which is also classifi ed as a 
special local currency Sukuk facility. 
Among the many highlights of this 
structure is that the Sukuk will be 
converted into common shares of MEBL, 
as determined by the State Bank of 
Pakistan (SBP), in the event of a point of 
non-viability. 

After the conversion, the Sukuk will 
rank equal to equity and will be 
subordinated to all other indebtedness 
including liabilities toward depositors. 

In order to qualify as a Tier II capital 
Sukuk instrument, the transaction has 
to comply with guidelines of the apex 
bank and also the Islamic jurisprudence. 
“Certain confl icts between the two 
[aspects] were reconciled with a 
structure which was developed to 
effi  ciently meet the requirements of 
the SBP without compromising the 
principles of Shariah,” added the issuer. 

Proceeds from the fundraising activity is 
channeled to support MEBL’s regulatory 
capital, which currently stands at a 
comfortable level of 14.9% as compared 
with 11% in December 2015, and is also 
invested into its general pool of assets 
under the Mudarabah covenant. 

Apart from leveraging on its strong 
reputation, MEBL was able to achieve 
an effi  cient pricing and enjoyed a 
signifi cant traction on its Mudarabah 
paper from local institutions on the 
back of the abundant liquidity and 
the scarcity of high-quality Islamic 
investment instruments in the national 
market.

As at the 30th September, MEBL 
recorded a profi t after tax of PKR4.11 
billion (US$38.53 million) as compared 
with PKR3.95 billion (US$37.12 million) 
in the corresponding period in 2015, 
with Islamic fi nancings and related 
assets growingby an impressive 43% 
year-on-year to PKR223 billion (US$2.1 
billion).

Meezan Bank’s Sukuk for regulatory capital and 
business growth

Certain 
con licts 

between the two 
[aspects] were 
reconciled with a 
structure which 
was developed to 
ef iciently meet 
the requirements 
of the SBP without 
compromising the 
principles 
of Shariah
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By Mohammed Amin, an Islamic fi nance 
consultant and former tax partner at PwC 
in the UK.

Shariah governance is currently much 
discussed. Many propose adding an 
external Shariah audit (ESA) to mirror 
the role of an external fi nancial audit. 
However, in my view insuffi  cient 
thought is being given to the 
implications of an ESA for the role of 
the Shariah supervisory board (SSB).

All fi nancial institutions must 
obviously comply with state law and 
with accounting standards, normally 
the International Financial Reporting 
Standards (IFRS Standards). In addition, 
Islamic fi nancial institutions must also 
comply with the rules of Shariah as 
specifi ed by the following: 

• Standards set by global bodies such 
as the AAOIFI Shariah Standards.

• In some countries, Shariah standards 
set by government bodies. For 
example, Malaysian Islamic banks 
must follow the standards specifi ed 
by the SSB of the Bank 
Negara Malaysia, the 
country’s central 
bank.

• The SSB of 
the Islamic 
fi nancial 
institution, 
appointed by 
the board of 
directors (BoD) 
or shareholders 
(the precise 
appointment 
details varying 
from country to 
country).

Compliance with 
standards, whether 
accounting or Shariah, 
is rarely a black or white 
issue but is normally a 
matt er of fi nely judged 
opinion. For accounting, the 
opinion which matt ers is that 
of the external fi nancial auditor 
(subject to the oversight by 

the courts in the event of negligence, 
unlawful behaviour, etc) The BoD is 
responsible for preparing the accounts, 
but will be aware that if the external 
fi nancial auditor disagrees with the 

fi nancial institution’s accounting and 
qualifi es his opinion, shareholders 

and the market generally 
are overwhelmingly likely 

to follow the view of the 
external fi nancial auditor 
since he is recognized as 
an expert and as being 
independent.

The aforementioned model 
maps perfectly well to 
compliance with Shariah 
standards. The BoD is 

responsible for managing the 
Islamic fi nancial institution 

and ensuring that it complies 
with Shariah. At the end of the 

fi nancial year, the ESA auditor 
can audit what has happened 
and give his opinion regarding 
whether what has been done 
complies with Shariah. Obviously 
during the year, the BoD is free to 

consult Shariah experts if it wishes 
(as it similarly consults legal experts 

and accounting experts) but it is the 
BoD which takes responsibility 

for the actions of the Islamic 

fi nancial institution and the transactions 
undertaken.

The problem with the aforementioned 
model is squaring it with the present 
role of the SSB.

At present, the SSB is held out as 
being independent of management, its 
members are named in the annual report 
and they give an opinion regarding 
whether the Islamic fi nancial institution 
has complied with Shariah. Here, there 
is a risk of confusion if the independent 
SSB gives one opinion while the 
independent ESA gives the opposite 
opinion.

If an opinion regarding compliance with 
Shariah is to be given by an independent 
ESA, then in my view there is no role for 
an independent SSB. Obviously, the 
Islamic fi nancial institution will employ 
staff  experts on Shariah in the internal 
Shariah department. If during the year, 
the BoD considers that additional 
Shariah expertise is required for specifi c 
purposes (just as external lawyers are 
often hired for complex projects even 
though the institution has an internal 
legal department), then of course they 
are free to acquire such additional 
Shariah expertise from external 
consultants. However, there should be 
no special status for such external 
Shariah consultants. The SSB as 
presently constituted should be entirely 
abolished if an ESA is appointed. 
Otherwise, the SSB’s continued existence 
would cause confusion with the role of 
the ESA.

Retaining an independent Shariah supervisory 
board is incompatible with an external Shariah audit 

COLUMN
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The SSB as 
presently 

constituted 
should be entirely 
abolished if an 
ESA is appointed. 
Otherwise, the SSB’s 
continued existence 
would cause 
confusion with the 
role of the 
ESA
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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.

Firstly, congratulations for hanging 
in there during 2016 which has been 
a challenging year. I do hope that 
everyone is able to get a litt le time off  
around the end of the year to relax 
and recharge their batt eries. The signs 
for 2017 also indicate that it will be 
challenging. However, in adversity 
opportunities abound!

One area that I would like to draw your 
att ention to is the alignment of ESG and 
UN PRI compliant investments with 
Shariah compliant investments. Over 
40% of global invested assets, somewhere 
around US$62 trillion, are invested 
in ESG and UN PRI compliant assets. 
About US$1.5 trillion of these are Shariah 
compliant. To my reckoning, there is 
more than a groundswell of interest 
(40%) in these types of investments and 
that people, corporations, pension funds 
and sovereign wealth funds do actually 
care where their hard-earned money 
is invested. What is required is more 
eff ort to explain the alignment between 
responsible and ethical investing and 

Islamic fi nance. If we are able to do that 
more eff ectively and the necessary asset 
classes and instruments are available, 
then we should have no diffi  culty 
in expanding the footprint of 
Islamic fi nance very quickly 
toward a critical mass.

On the other side of the 
balance sheet it may 
be more challenging. 
By the other side, 
I mean fi nancing 
by banks. Many 
fi nancial institutions 
have signed up to 
be compliant with 
the UN Sustainable 
Development Goals 
or SDGs. These goals 
are entirely consistent 
with the objectives of 
the Maqasid Shariah, yet 
we only have one Islamic 
fi nancial institution in the 
world that is signed up to 
comply. 

Again the message is 
simple. We need to join 
the dots and explain 
that Islamic fi nancing is 
ethical and responsible. 
That the Maqasid is very 
consistent with the 17 SDGs and 
that Islamic fi nance de facto is 

leading the way in achieving them. The 
challenge is not only the demonstration 
eff ect but are Islamic fi nancial 

institutions really delivering against 
these objectives? Also, are we 

suffi  ciently engaged in 
the awareness creation 

required globally to 
explain that Islam and 
Islamic fi nance are for 
the benefi t of all?

If I have a New Year’s 
resolution/wish for 

2017, it would be to see 
much more activity in 
this space. Particularly 

from the scholars 
and Shariah boards 

in driving plans for 
compliance and spending 
time explaining the 

compatibility and alignment 
of Islamic fi nance with these 

goals to the public at large. 
For me ‘opportunities abound’.

As always, there is much to 
do and not a moment to 
lose.

Have a wonderful 2017 
and let us all be the agents for 

change that we know we can be. 
Good luck.

Opportunities abound
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We need to 
join the dots 

and explain that 
Islamic inancing 
is ethical and 
responsible. That 
the Maqasid is very 
consistent with the 
17 SDGs and that 
Islamic inance de 
facto is leading the 
way in achieving 
them
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By Kavilash Chawla, a partner at boutique 
management consulting fi rm Bâton Global 
and a visiting scholar at Drake University.

It has been an interesting month for 
fi ntech. In terms of news headlines, 
we have seen growing concern in the 
marketplace about the sustainability 
of peer-to-peer lending platforms, as 
questions about loan quality and credit 
assessments grow. We have seen US 
banking regulators invite fi ntech fi rms 
to apply for banking licenses. And we 
have seen leaders within the Islamic 
fi nance and banking industry asking, 
and trying to answer, what does fi ntech 
mean for the industry? So let’s ‘think 
big’ about what fi ntech means for the 
Islamic fi nance and banking industry. 

Fintech is both a threat and an 
opportunity for the Islamic fi nance and 
banking industry. For the purposes 
of this column, I am going to focus on 
the opportunity that fi ntech brings to 
Islamic fi nance and banking, but let 
me summarize the threat in one word: 
irrelevance. The threat fi ntech poses to 
the industry and industry players is 
that, if we do not innovate and 
fi gure out how to embrace 
and integrate fi ntech, we 
will perish because we 
will become irrelevant in 
terms of both outcome 
and experience to users 
of Islamic fi nancial 
and banking services. 
Now, to the opportunity 
fi ntech brings to the 
Islamic fi nance and 
banking industry. 

Albert Einstein is reported 
to have said that: “There are 
two things that are infi nite, the 
universe and human stupidity, and 
I am not so sure about the former.” 
I would like to add a third, human 
identity. When I am home, I am a 
father and husband. When I am at 
the university, I am a scholar and 
teacher, and when I am with clients 
I am a confi dant, an advisor and a 
partner. When I am in the offi  ce, I am 
a listener, a guide and an enabler. 

Human identity is complicated, messy 
and constantly evolving and expanding. 
The human identity is infi nite, and we 
only choose to confi ne it to a primary 

or secondary identity (father or banker) 
at specifi c moments in time and in 
specifi c situations based on the context of 
the situation and the outcomes we seek. 

The complexity of one’s identity does 
not disappear; it’s just that certain 
identities manifest as the situation 
demands. In banking, we tend to reduce 
the human identity to one primary and 
overwhelming identity, the customer, 
and the only outcome of concern is 
fi nancial return. Despite venerable eff orts 
to change this, both at the industry and 
the organization level, we have not been 
able to do so successfully. Fintech off ers 
Islamic fi nance and banking a penitential 
tool kit to facilitate the industry’s 
progress toward delivering fi nancial 
solutions suited to the complex and not 
the monolithic identity of being human.

Specifi cally, fi ntech provides a potential 
toolkit toward humanizing fi nance 
again, toward bringing me, not as a 
single identity ‘customer’ but me as a 
complicated and multifaceted human 

being, back to the core of fi nance. 
This happens through two 

complementary and 
competing forces 

created by fi ntech. 
The fi rst is that of 
democratization. 
Fintech off ers 
the opportunity 
to provide access 
to banking and 
fi nancial services 

to hundreds of 
millions who are 

currently outside 
formalized fi nance, 
and are oftentimes 
victimized because of 

their lack of access. 

Fintech not only 
democratizes through 
access to fi nance, the 
demand side of the 
equation, but it also 
democratizes on the 
supply side by enabling 

individuals to engage 
by providing liquidity and 
participating more easily 
and abundantly as investors. 

Through philanthropic, 
lending and other 

platforms, one’s 

fi nancial means, even if limited, become 
an agent through which one can change 
others’ lives and the world based on 
one’s desires, goals and identities. 

The second force is personalization. 
Through the collection and analysis 
of terabits of data, fi ntech off ers 
the potential for highly customized 
and personalized solutions that suit 
individuals and their individual 
identities. One of the key barriers to 
building fi nancial solutions based on the 
complexities of the human identity is 
the ability to understand how and why 
humans act the way we do. Fintech is 
unlikely to be able to develop solutions 
to answer the ‘why’, but it off ers an 
opportunity to collect on the ‘how’, and 
for us to analyze the ‘how’ of human 
behavior toward developing and 
selecting fi nancial tools that apply to us 
as multifaceted individuals. 

On the asset management side, managed 
accounts that include social impact 
and values-based investments are 
perhaps about as far as the fi nancial 
services industry has gott en when it 
comes to understanding and integrating 
our complexities and paradoxes as 
human beings into our fi nancial lives. 
Through access to data and through 
the democratization of access, fi ntech 
off ers the opportunity for human-centric 
fi nance.

Every time I ‘think big’ about the 
development and application of the 
fi ntech toolbox, I think about the big blue 
plastic toolbox that is collecting dust in 
my garage. I do not go to the toolbox 
in my garage and ask the hammer or 
screwdriver: “What are you going to 
enable me to do today?” So why do we 
turn to the fi ntech toolbox and ask this 
question? 

‘Think big’ about what you, not as a 
banker, but as a multifaceted, 
complicated and messy human being 
want from your life. Fintech is a great 
toolbox to help us develop and off er 
fi nancial solutions that refl ect the 
complicated and multifaceted aspects of 
one’s identity in one’s fi nancial life. For 
me, it’s the opportunity to bring us, as 
complicated and confl icted human 
beings, back to the center of fi nance. For 
you – it means whatever you can ‘think 
big’ about..

Technology = Humanity

COLUMN
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AUSTRALIA

By Christopher Aylward

It has only been a litt le over a year 
since National Australia Bank, one 
of Australia’s ‘Big 4’ banks, inked 
its maiden onshore Islamic fi nancing 
deal (a AU$19.9 million (US$14.83 
million) facility to fi nance a real estate 
transaction by Sydney-based Islamic 
asset manager Crescent Wealth). While 
this did not signal the opening of 
the fl oodgates to Shariah compliant 
fi nancing transactions in Australia, 
it was still an important step in the 
industry’s development.

For many years, Australia’s Muslim 
population of approximately half a 
million have had access to a range 
of retail Islamic products (Shariah 
compliant residential lending, investing 
and superannuation funds) from a 
small number of providers. However, 
at the commercial level, off erings have 
been far more sparse. Under the current 
Australian tax regime, the asset-based 
structures required for many Islamic 
fi nance transactions are often subject to 
double or triple taxation.

At Madison Marcus, this year we 
have represented clients on a number 
of Islamic fi nance transactions. The 

demographics and sources of this work 
refl ect the drivers in the market at 
present, namely:

• faith-based domestic entities seeking 
fi nancing of projects in Australia 
and accessing domestic lenders 
such as National Australia Bank 
for fi nancing via Shariah compliant 
structures, or

• domestic entities with off shore 
relationships accessing off shore 
Islamically compliant funds for 
Australian projects.

In terms of transaction structures being 
utilized, they have been based on either 
Wakalah or commodity Murabahah 
structures. 

In terms of what the future may 
hold; a 2011 review and report by the 
Australian Board of Taxation gave the 
industry some hope of a surge in Islamic 
fi nance with recommendations aimed 
at implementing a level playing fi eld 
for Islamic fi nance structures where 
tax is concerned. Much of what has 
been writt en about Islamic fi nance in 
Australia dates back to this period. 

But there has been no response yet 
to the board’s paper and given the 
current make-up of the new Australian 
parliament, sweeping changes to tax 
laws to facilitate the growth of Islamic 
fi nance might seem unlikely. 

However, there is some light in that 
dark tunnel. The 2016 Budget delivered 
earlier this year included a reference to 
changes to tax laws from 2018 to allow 
for ‘asset-based lending’ which it 
expressly contrasted to conventional 
fi nancing. This gives practitioners cause 
to be optimistic about the future of 
Islamic fi nance in Australia and the 
possibility of seeing not only a broader 
range of transaction participants but 
also a greater variety of structures. '

Christopher Aylward is a partner of 
Madison Marcus Law Firm based in 
Sydney and the head of the Banking and 
Finance Division. He can be contacted at 
christopher.aylward@madisonmarcus.co.

Islamic inance in Australia — cause for 
optimism

Given the 
current 

make-up of the 
new Australian 
parliament, 
sweeping changes 
to tax laws to 
facilitate the growth 
of Islamic inance 
might seem 
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MALAYSIA

By Ruslena Ramli

With slightly more than a month to go 
before the end of the year, optimism 
that the Sukuk market will exceed RAM 
Ratings’s projection of approximately 
RM100-120 billion (equivalent to 
approximately US$23-28 billion based 
on the exchange rate of US$1 = RM4.3) 
(RAM expects RM100-120 billion of 
domestic Sukuk issuances this year as 
stated on the 23rd March 2016) is high. 
In the fi rst 10 months of 2016, a record 
RM115 billion (US$26.7 billion) of 
Sukuk was issued, hitt ing RAM’s full-
year projection for the local currency 
market.

Impetus for this year-on-year (y-o-y) 
growth came primarily from quasi-
government (+163%) and corporate 
(+52%) Sukuk issuances. The underlying 
sectors were Islamic fi nancial institutions 
(37% of total quasi-government and 
corporate issuances) tapping the Sukuk 
market to meet their capital requirements 
and infrastructure projects (31% of 
total quasi-government and corporate 
issuances) — a trend that dates back to 
2014. 

From total Islamic debt securities issued, 
government securities accounted for 
34% while quasi-government and 
corporate issuances made up 25% and 
41% respectively. In total, Shariah 
compliant securities constituted 55% 

(equivalent to RM115 billion) of the 
market’s total bond issuances of 
RM210.9 billion (US$49 billion). With 
the build-up in Sukuk issuance for 
the same period, outstanding Sukuk 
represented 57% (US$156.2 billion 
or RM671.7 billion) of the total bond 
market’s RM1.2 trillion (US$275 billion).

In October 2016, US dollar-denominated 
Malaysian Sukuk were included in 
the EMBI Global Diversifi ed Index. 
Coupled with the visibility provided 
by the incorporation of Malaysia’s 
government investment issues (GII) into 
Barclay’s Global Aggregate Index in 
March 2015, Malaysian Sukuk issuances 
have gained signifi cant recognition 

among international investors. This is 
underlined by the 198% y-o-y surge in 
foreign holdings of GII to US$7 billion as 
at the end of October 2016. 

Malaysia’s economic pump-priming 
through infrastructure-led projects has 
been a boon to the Sukuk market and is 
likely to remain a key catalyst. Issuances 
by the quasi-government and corporate 
sectors are expected to continue playing 
a signifi cant role in expanding the 
breadth and depth of the domestic Sukuk 
market.

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

Malaysia’s Sukuk market: Riding high on private sector Sukuk 
issuance

Chart 1: Malaysia’s government, quasi-government and corporate Sukuk issuance

Source: Bond Pricing Agency Malaysia (BPAM) and RAM
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Chart 2: Malaysia’s issuance of quasi-government and corporate Sukuk by sector

Source: BPAM and RAM

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%
2014 2015

Consumer products
Industrial products
Mining and petroleum
Asset-backed securities
Trading and services
Plantation and agriculture
Property and real estate
Construction and engineering
Transpotation

Infrastructure and utilities
Financial services

YTD Oct-16

Malaysia’s 
economic 

pump-priming 
through 
infrastructure-led 
projects has been a 
boon to the Sukuk 
market and is likely 
to remain a 
key catalyst



21© 14th December 2016

IFN SECTOR
CORRESPONDENT

IFN COUNTRY
CORRESPONDENT

BOSNIA

By Amer Bukvić and 
Admir Mešković

The sixth cohort of the Master’s 
program in Islamic banking started 
with lectures in November 2016 at 
the Sarajevo School of Economics 
and Business. Partners in this project 
with high-quality curriculums are the 
University of Bolton and BBI Academy. 
A mandatory part of the Master’s 
program is a comprehensive internship 
program at BBI Bank, which enables 
students to acquire practical knowledge 
in a bank that operates in accordance 
with Islamic fi nance principles. 

In this way, we are addressing one of 
the biggest challenges Islamic banks are 
faced with — the gap between theoretical 
knowledge and practical skills. Through 
scholarships awarded to conventional 
banking professionals as well as 
employees of supervisory institutions, 
BBI also successfully deals with the gap 
between banking and Islamic banking 
skills which is very common in Islamic 
banks worldwide.

Through on-the-job training, students 
generate a deep understanding of 
Islamic banking principles and products. 
At the end of each practice, students 
write a report about their achievements 

during the internship. The bank 
supervisors also give their comments 
and recommendations for the future 
development of students’ hard and soft 
skills. 

Except for on-the-job training, students 
have to att end at least eight seminars in 
the fi eld of banking and Islamic banking 
and fi nance, as well as various hard skills 
and soft skills necessary to work in an 
Islamic as well as a conventional bank. 
This way, students are provided with the 
opportunity to acquire the knowledge, 
skills and personal qualities necessary to 
further develop their career and interest 
in lifelong learning.

Through the collaboration of banks 
and academic institutions, students 
acquire a deep understanding of 
Islamic and conventional banking, 
Islamic business law and contracts, 
accounting, investment analysis and risk 
management in Islamic banks. 

BBI, as the only Bosnian Islamic bank, 
respects the principle of meritocracy 
and recruits the best talents from the 
Master’s program in Islamic banking. 
As a result, a large number of well-
educated Islamic banking specialists 
today maintain diff erent positions in the 
bank, which provides an extra layer of 
Shariah compliance in this institution. 

Collaboration with other important 
institutions worldwide is also signifi cant 
in order to further elevate the level of 
knowledge of the bank’s employees, 
since this is the only way to succeed 
in a highly competitive market with 
competition consisting predominantly of 
large European banks. 

Every three months, a group of young 
BBI employees go to Istanbul for on-the-
job training at the Istanbul Stock 
Exchange and Kuveyt Turk Bank. Eff orts 
put into cooperation with the academic 
community and the mutual exchange of 
know-how and experience with other 
institutions worldwide will pave the way 
to success for both the institutions and 
banks.

Amer Bukvić is CEO and Admir Meskovic 
is an investment banker at Bosna Bank 
International. They can be contacted at amer.
bukvic@bbi.ba and admir.meskovic@bbi.ba 
respectively.

Bosnia: Bridging the Islamic banking skills gap

BAHRAIN

By Dr Hatim El Tahir

The AAOIFI and the World Gold 
Council have vowed to create new 
gold-traded products and markets in 
Islamic fi nance, as the former launched 
a new Shariah standard to guide the 
industry in trading the precious metal. 
Traditionally, gold has been treated as 
a currency in Islamic fi nance which has 
confi ned its use to spot transactions, 
but fresh guidance from AAOIFI is 
expected to spawn a wave of product 
development in the industry, reported 
Reuters.

In May this year, it was reported that 
global gold demand reached 1,290 tonnes 
in the fi rst quarter of 2016, a 21% increase 
compared to the same period in 2015, 

making it the second-largest quarter on 
record, according to the World Gold 
Council’s Gold Demand Trends report. 
This increase was driven by huge infl ows 
into exchange-traded funds (ETFs), 
fueled by investor concerns regarding 
economic fragility and an uncertain 
fi nancial landscape. In line with this, 
the new gold standard is believed to 
spur interest among industry players 
to develop gold-based products and 
consequently spark increase investment 
in gold and structured products and 
ETFs backed by gold. 

In summary therefore, ETFs based on 
gold and the increased development of 
investment products would be welcome 
in the Islamic fi nance industry in general, 
but its growth and impact on the overall 
industry depends on the development 

of other regulatory and practice-related 
governance and transparency. What is 
most certain is that the demand for such 
new products is there and investing and 
saving in gold is a well-rooted culture 
and custom in the Middle East, Asia and 
other parts of Muslim societies, which in 
practical terms constitutes a good ground 
base for an industry to fl ourish and 
prosper. 

However, industry stakeholders, 
together with other standard-sett ing 
bodies, will need to work more closely to 
develop an effi  cient ecosystem for this 
promising niche market.

Dr Hatim El Tahir is the director of Islamic 
Finance Knowledge Center at Deloitt e & 
Touche Bahrain. He can be contacted at 
heltahir@deloitt e.com.

A new Shariah standard on gold issued by AAOIFI
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UAE

By Anita Yadav

Last month was marked with some 
signifi cant developments in the UAE 
Islamic fi nance sector. Two of the 
six GCC nations, the UAE and Saudi 
Arabia, ratifi ed the Paris Agreement on 
Climate Change. Gulf banks are now 
expected to embrace the green bond 
concept by starting to include green 
Sukuk since ethical requirements of 
green projects fi t in well with Shariah 
compliance. 

Separately, to promote and develop 
Shariah compliant green fi nancial 
products, a new initiative, namely the 
Green Sukuk and Working Party, has 
jointly been established by Masdar 
City’s Clean Energy Business Council, 
the Mena branch of the Climate Bonds 
Initiative and the Gulf Bond and Sukuk 
Association in Dubai. 

Another development that grabbed 
headlines during the month was the 
approval of gold as an acceptable 
investment vehicle for the fi rst time in 
Islamic fi nance. After the passing of 
this gold standard by AAOIFI, gold 
now will join the ranks of equities, 
real estate, Islamic bonds (Sukuk) and 
Takaful (insurance) as vehicles approved 
for Islamic fi nance that in turn could 
potentially spur demand for ‘hundreds of 
tons’ of gold.

Trading in the secondary Sukuk 
market was muted during the month as 
investors adjust their trading strategies 
to the prospect of rising yields under 
the Donald Trump presidency. Primary 
market saw the IDB, rated ‘AAA/
Aaa’, price its US$1.25 billion Sukuk 
at MS+45bps which is a lower spread 
compared with the IDB’s March 2016 
issue priced at MS + 50bps. The deal was 
oversubscribed and received well in the 
secondary market. Also, ‘A’-rated Unity 

1 Sukuk (the fi nancing vehicle for Etihad 
Airways) raised US$1.5 billion via a fi ve-
year Sukuk facility. On the redemption 
front, Abu Dhabi Islamic Bank and Abu 
Dhabi Commercial Bank repaid their 
respective maturing US$500 million 
Sukuk while Dana Gas bought back part 
of its Sukuk obligation at a price lower 
than secondary market levels. Looking 
ahead, investors await new Sukuk issues 
from GCC sovereigns including Bahrain, 
Oman, Kuwait, Dubai, Saudi Arabia, etc, 
in the fi rst quarter of 2017.

In the Islamic fi nancing space, the only 
deal of note was the AED850 million 
(US$231.36 million) syndicated fi nancing 
signed by Dubai-based Noor Bank.

Anita Yadav is the senior director of global 
markets and treasury and the head of fi xed 
income research at Emirates NBD Bank. She 
can be contacted at AnitaY@EmiratesNBD.
com.

UAE: Increasing interest in green Islamic inance

NEW ZEALAND

By Mohamed Nalar

New Zealand is being encouraged 
to tap into the lucrative and growing 
Muslim tourist market. Kiwi operators 
and hospitality providers are being 
coaxed to supply services that comply 
with Islamic beliefs and practices 
commonly referred to as Halal tourism. 
New Zealand was well behind many 
countries, including Australia, in 
promoting the Islamic market but now 
it is catching up. 

The United Nations World Tourism 
Organization estimates that by 2020, 
about 70 million people from the Middle 
East alone will travel overseas for 
holidays, spending about US$20 billion 
every year.

Muslim tourists’ expenditure is 
estimated to rise to more than 13% of 
global tourism expenditure by 2020. 
The Muslim tourism market presents 
an enormous opportunity for the 
New Zealand industry, but Muslim 
travelers do have specifi c requirements, 
particularly in relation to food, space and 
facilities.

Indonesia and Malaysia are two of the 
key growth markets identifi ed among top 
ten OIC countries for Muslim outbound 
tourism expenditure. Currently, around 
50,000 Muslim tourists from Indonesia 
and Malaysia travel to New Zealand each 
year, but experts say there’s still room for 
growth.

There are also identifi ed Muslim tourism 
market opportunities for New Zealand in 
India and Singapore.

Tourism New Zealand is committ ed 
to further enhancing New Zealand’s 
position as a visitor destination in 
emerging Halal markets and supporting 
the delivery of a quality visitor 
experience for travelers once they are 
here.

An operator who runs an inbound 
tourist company in Auckland catering 
to Muslims, primarily from Indonesia 
and Singapore, said having more 
Muslim staff  would also be an att raction 
for Muslim tourists. He said: “We 
want to see people working in the 
industry, particularly the food industry, 
understand the specifi c requirements 
of the Muslim traveler. If the owner 

of a restaurant is not a Muslim or the 
people serving were not, there would be 
a reluctance from Muslim tourists. Not 
because they aren't Muslims but because 
they do not really understand the entire 
Halal process.

Tourist operators were also told not to 
ignore the 50,000 plus Muslims living in 
New Zealand or big Muslim populations 
in other western countries, including 
more than seven million in the US.

This creates yet again opportunities for 
the Islamic fi nance sector specifi cally in 
the Halal tourism industry especially 
where infrastructure development is 
concerned. While there are many 
facilities available and developing in the 
main centers, there are greater 
opportunities in regional New Zealand 
for developing hotels, family-friendly 
recreational facilities, lifestyle boutique 
farm stays and other tourist att ractions in 
line with the requirements of Muslim 
customers to cater to this niche yet a 
lucrative and growing sector.

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

Opportunities in Halal tourism
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By Philip Churchill

While the link between the oil price 
and the propensity of Islamic investors 
to partake in global real estate 
investment isn’t as correlated as many 
would think, with the sovereign wealth 
funds investing such oil revenue being 
one of a wide range of investor groups, 
there is no doubt that a higher oil price 
helps.

With so much of the commentary 
during 2016 being focused on depressed 
oil prices and OPEC not limiting 
production, I hope I can be excused for 
missing that since the lows of US$30 
back in January, even before the latest 
OPEC announcement the price had 
recovered to US$50. Still materially 
below the glory days of US$100 plus, 
but a 40% increase nonetheless.

So, while earlier in the year I was of the 
view that while sovereign wealth funds 
were slowing their international real 
estate acquisitions as they had both less 
money to invest and a focus on domestic 
needs, that is no longer the case. 

A recent transaction that helped to 
change my view was Abu Dhabi 
Investment Authority (ADIA)’s GBP130 

million (US$163.44 million) acquisition 
of two shopping centers and an adjacent 
offi  ce building in Slough, a town to the 
west of London’s Heathrow airport.

No doubt looking to gain from the 
planned future growth of Heathrow, 
this is a very large investment for 
Slough and only the fi rst stage as 
the acquisition comes with planning 
consent for 675 homes and a signifi cant 
extension to one of the shopping 
centers. The sovereign wealth funds are 
defi nitely back in the game.

All of this before OPEC announced 
restrictions on future production and 
sent the oil price even higher, peaking 
at US$57 at the time of writing. This can 
only fuel even greater interest in Islamic 
real estate, both from the Middle East 
and Malaysia, hopefully including some 
support for the ringgit which looked to 
have strengthened on the news.

The question is where will the monies 
head? As I’ve previously reported, 
Islamic investors have already put 
Brexit and Donald Trump behind 
them, but so have other investor 
groups, with competition for properties 
remaining strong. Should the oil price 
be maintained or even grow further, 
perhaps we’ll see more transactions 

like ADIA’s Slough investment during 
2017, that is, investors having to be 
increasingly creative to achieve the 
returns they seek.

A fi tt ing end to 2016. Best wishes to all 
for 2017.

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

Oil-fueled Islamic real estate

MERGERS & ACQUISITIONS

By Burak Gencoglu

2016 can be defi ned as a year full of 
uncertainties as a natural outcome 
of major global events including the 
result of the UK’s referendum on its 
EU membership, the US presidential 
election and tough fi nancial conditions 
worldwide. Therefore, companies 
and investors have acted cautiously 
regarding their merger and acquisition 
(M&A) activities throughout the 
year. For instance, as a result of the 
hostile deal environment, Thomson 
Reuters reported that the UK itself has 
witnessed a 62% decrease since the 
referendum in terms of the domestic 
deal value indicating a 30-year low. 
The trend created by the hostile deal 

environment in the UK looks like it 
will continue at least for the short 
term. The situation in the UK has also 
created a negative impact on European 
and global M&A deals. 

It is not only the UK which is aff ected 
by the uncertainties of 2016; according 
to MergerMarket’s report concerning 
the fi rst half of 2016, the global M&A 
value decreased by 26.8%, the US 
market fell by 31.5%, the EU by 19.3 % 
and Asia Pacifi c by 30.7 % in terms of 
the announced value when compared 
to the fi rst half of 2015. Therefore, the 
current situation is not only making 
investors delay and/or cancel their 
decisions but also making them diverse 
their investment directions. The trend in 
investment portfolios suggests a change 
from mature markets to emerging 

markets which may create an increase 
in popularity for the Middle East and 
Africa region. 

Although the popularity of emerging 
markets may increase in the near future, 
a report from EY indicates that M&A 
activity and the value in the MENA 
region declined in the third quarter of 
2016 with 74 deals in the total amount of 
US$5 billion compared with 98 deals 
totaling US$6 billion in the third quarter 
of 2015. The UAE was reported as the 
most att ractive country for M&A deals 
in the region being the top target 
country with 14 deals amounting to a 
total deal value of US$17.1 million.

Burak Gencoglu is the senior att orney at 
GSG Att orneys at Law. He can be contacted 
at burak.gencoglu@hotmail.co.uk.

The year of uncertainties
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Dr Aishath Muneeza is 
the chairman of the 
Maldives Center for Islamic 
fi nance. She can be 
contacted at muneeza.

aishath@gmail.com.

Though there are seven commercial 
banks operating in the country, there 
is no fi nancial institution that is 
specialized in Islamic microfi nance. 
However, funds received as foreign aid 
have been disbursed through the Bank 
of Maldives (BoM), the national bank 
as it is required by law to disburse such 
funds through a bank. 

The starting point that led to the 
formal existence of microfi nance in 
the country is the enactment of the 
Small and Medium Enterprises (SME) 
Act (Law No. 6/2013) in 2013. The 
objective of this law was to help reduce 
poverty and related vulnerabilities as 
well as making the sector broad-based, 
innovative, resilient and internationally 
competitive. The enactment of this 
legislation proved the importance given 
to SMEs by the government at the 
policy level. 

The government agency responsible for 
dealing with the development of the 
SME sector is the Ministry of Economic 
Development (MED). Under the SME 
Act, an SME Council was formed and 
it became a statutory responsibility 
for the government to allocate MVR50 
million (US$3.18 million) each year for 
the disbursement of fi nancing facilities 
to the sector. This is indeed a landmark 
development in the country toward the 
development of SMEs with full support 
and backing from the government.

In 2015, the fi rst Islamic microfi nance 
scheme was introduced under the name 
of ‘FaseyhaMadadhu’ with assistance 
from the IDB. The local bank involved 
in the scheme is the BoM. The products 

developed under this scheme were 
unique as they were shaped to cater to 
local needs. 

Governance system of Islamic 
micro inance scheme
A micro, small and medium-sized 
enterprise (MSME) is defi ned under the 
SME Act as an individual or other legal 
entity carrying on a business enterprise 
in one of the following categories: 
(i) Micro: businesses with up to fi ve 
employees and an annual income of 
MVR500,000 (US$31,844.7); (ii) Small: 
businesses employing between six 
and 30 people and an annual income 
between MVR500,001 (US$31,844.8) 
and MVR5 million (US$318,447); and 
(iii) Medium: businesses employing 
between 31 and 100 people and an 
annual income between MVR5,000,001 
(US$318,447) and MVR20 million 
(US$1.27 million).

The SME Council formed under the SME 
Act plays a vital role in determining the 
sectors to which the Islamic microfi nance 
scheme will be directed to and the target 
audience. Therefore, the infl uence of the 
council on the ‘FaseyhaMadadhu’ scheme 
is critical.

Chapter 3 of the SME Act deals with the 
formation and other matt ers related to 
the SME Council. The council is formed 
by the president of the country and its 
main function is to advice the minister 
of economic development on ways in 
which government policies regarding the 
development of the SME sector could be 
implemented including the formulation 
of activities related to this. The president 
of the council is the minister of economic 
development and the vice-president as 
per the statutory requirement must be 
selected from members representing 
civil societies in the council. There are 
14 members in the council including 
ministers holding economy and fi nance-
related portfolios. 

The funds used in the project from the 
IDB were approved pursuant to a request 
made by the Maldivian government 
to participate in the Micro, Small and 
Medium-size Enterprise Development 
Project in 2011. The affi  liation between 
the IDB Group and the Maldives began 
in 1980, after the Maldives became a 
member of the group.

The funds received from the IDB to 
provide Islamic fi nancing facilities to 
SMEs are given to the BoM to disburse 
in accordance to the conditions agreed 
by the SME Council and the MED. 
For this purpose, an agreement was 
signed between the Ministry of Finance 
and Treasury, acting on behalf of the 
Maldivian government and the BoM. As 
such, applicants will apply for the Islamic 
microfi nance facilities via the BoM. It 
is imperative to note here the BoM has 
the largest coverage in the country with 
branches in 27 islands. 

Though the ‘FaseyhaMadadhu’ scheme 
is managed jointly by the MED and the 
BoM, administrative matt ers such as 
application form acceptance and the 
evaluation of applicants is carried out by 
BoM.

The ‘FaseyhaMadadhu’ 
scheme
The ‘FaseyhaMadadhu’ scheme is the fi rst 
Shariah compliant microfi nance scheme 
introduced in 2015 by the Maldivian 
government. ‘Faseyha’ is the Dhivehi 
(language used in the Maldives) word for 
‘easy’ while ‘Madadhu’ means assistance 
or help. Hence, ‘FaseyhaMadadhu’ 
means easy assistance. About 40% of 
the total fi nancing facility is allocated to 
women and youth entrepreneurs.

Under the scheme, micro businesses 
can apply up to MVR100,000 
(US$6,368.94); small businesses can 
apply up to MVR500,000; and medium 
businesses can apply up to MVR1 

Islamic micro inance scheme in the Maldives: 
‘FaseyhaMadadhu’ 
The Maldives is a small island nation that is located in the southwest of Sri Lanka and India in the Indian Ocean. 
The existence of the Maldives was not shown on the world map until recently as it was too tiny. The population 
of the country is just 344,023 (National Bureau of Statistics, 2015) and all Maldivians are Muslims. Due to limited 
natural resources available in the 1,190 islands of the Maldives, heavy reliance is on imported goods while the 
major income into the country in foreign currency is generated from tourism. In this article, DR AISHATH 
MUNEEZA writes on microfi nance which is a nascent concept in the country. 
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million (US$63,689.4). For newly set-
up businesses, the maximum amount 
of fi nancing that could be given is 
MVR300,000 (US$19,106.8).

The targeted sectors under this scheme 
are tourism, transportation, construction, 
fi sheries and agriculture. For tourism, 
Shariah compliant fi nancing assistance 
is only given to purchase materials to 
develop guesthouses and to purchase 
equipment to produce handicraft items. 
For transportation, Shariah compliant 
fi nancing is provided only to replace 
old taxis with new cars and to purchase 
vehicles other than cars used for land 
and sea transportation purposes. 
For construction, Shariah compliant 
fi nancing will only be given for the 
purpose of purchasing machineries or 
materials used for construction. Finally 
for fi sheries and agriculture, Shariah 
compliant fi nancing can be given to buy 
machineries used to process fi sheries or 
agricultural produces or machineries that 
will help to add value to the produces. 
In the agricultural sector, an  Islamic 
fi nance facility can also be obtained if the 
applicant wishes to produce crops using 
new innovative technology.

Murabahah (a trust sale whereby it is 
mandatory to disclose the cost price and 
the profi t stipulated in the price to the 
buyer) and Bai Salam (a forward sale 
whereby the delivery of the commodity 
will be made in a future date and the 
price of it will be sett led in full at the time 
of the contract) are the contracts used 
to structure these products. Except for 
agriculture, Murabahah is used for the 
rest of the categories.

There is no additional collateral 
requirement except for the equipment 
or assets purchased under the scheme 
which will be mortgaged as a security. 
The tenor of the fi nancing facility will 
be determined based on the fi nancial 
documents submitt ed by the applicant 
and will not exceed six years. The 
fi nancing rate is 9% per annum which 
is relatively high for a microfi nance 
product.

Operational challenges facing 
the scheme
Even though the ‘FaseyhaMadadhu” 
scheme was successfully launched, the 
success of these products is yet to be 
tested as the successful applicant has 
yet to be chosen by the BoM. As of the 

29th October 2015, the BoM received 
119 applications with the majority of 
these to obtain fi nancing facility for 
transportation. However, even at this 
stage, the challenges facing the scheme 
can be identifi ed and will need to be 
properly addressed for the successful 
continuance of the scheme. 

The critical challenges are as follows:

1. Lack of information and awareness 
about Islamic fi nance products: 
Islamic microfi nance mechanisms 
are still new to the population of the 
country. The existing mindset of the 
people is that they want cash to be 
given to them to fulfi l their objectives 
instead of assets being sold to them 
or a service being given to them. 
As such, it was a challenge to roll 
out the application forms and the 
working mechanism. Previously, 
the government gave conventional 
microcredit or microfi nance facilities 
on various occasions and due to this, 
it is indeed a challenge for applicants 
to understand the nature of Islamic 
microfi nance products.

2. Constraints in accessibility: The MED 
has set up business development 
service centers (BDSCs) that provide a 
wide range of business development 
services, common use facilities and 
fi nancial support services to assist 
and promote MSME growth in the 
country. When fully operational, the 
BDSCs will include seven provincial 
business centers in the Maldives. The 
challenge is not only the physical 
accessibility but a need for knowledge 
on Islamic microfi nance products to 
be disseminated. Programs to train 
trainers and other types of short-
term programs for the staff  of BDSCs 
were conducted on several occasions. 
However, the geographical nature of 
the country makes it impossible for 
information to be disseminated to the 
whole population.

3. Mismatch in sector chosen and the 
actual need: The sectors chosen for 
the scheme were not areas demanded 
by the population. This is evident 
from the fact that some areas were not 
utilized at all. As such, it is important 
to carry out market studies before the 
product areas are announced. This 
will defi nitely make the product more 
marketable and practical. 

4. Misconceptions in understanding 
the population below the poverty 
level: Poverty in the Maldives is 
not something that can be defi ned 
easily using international formulas 
or standards as identifying poverty 
in the Maldives is diffi  cult. One 
such example is that for the purpose 
of distributing Zakat, the poor are 
supposed to register with the Ministry 
of Islamic Aff airs and the island 
councils. If a sample from these people 
is taken and observed, one may fi nd 
that this cluster of the population 
does not lack washing machines or 
luxurious things which one may 
fi nd in the homes of the middle class 
or high class. The level of poverty 
of these people cannot be felt and 
understood using the classical method 
of doing so. As such, more accurate 
studies need to be conducted. 

5. A lack of enabling infrastructure to 
monitor the scheme: BDSCs alone 
are not suffi  cient to monitor the 
benefi ciaries of Islamic microfi nance 
facilities. The number of staff  in the 
BDSCs shall depend on the workload 
of the area and innovative means 
linking with technology should be 
used to overcome this issue.

6. A lack of proper vision, research and 
planning to develop the microfi nance 
sector: A holistic approach is required 
to comprehend and understand the 
strategy to be used in microfi nance 
development at a national level. A 
national master plan or strategy on 
this aspect needs to be developed for 
optimal results as without proper 
planning and long-term vision, adhoc 
investments would not give the 
desired results. Institutionalization 
of microfi nance should be given 
paramount consideration and a 
‘touch and go’ style should not be 
used in developing the sector. There 
should be a proper monitoring 
mechanism to check the progress 
of the population engaged in 
microfi nance.

Conclusion
It is anticipated that the success of 
Islamic microfi nance in the Maldives will 
soon be evident. The lessons learned in 
introducing the fi rst-ever Islamic 
microfi nance scheme in the country will 
be carefully studied and future programs 
will be structured accordingly.

Continued
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Islamic banking, like everything else in 
Iraq, has been negatively aff ected even 
though many people are demanding 
Shariah compliant banking products 
and services. There are 21 Islamic 
banks in Iraq, and probably more will 
be opened in the future, but these 
Iraqi banks still have not been able 
to provide customers with what they 
need. One of the reasons is that the 
Iraqi banking sector is unaware of 
contemporary Islamic banking and 
services. 

Secondly, the educational system in 
Iraq isn’t helping too since there is an 
absence of a specialized Islamic banking 
educational institute to educate banking 
management and staff .

Thirdly, the absence of a credit referral 
agency in Iraq aff ects the ability of 
all Iraqi banks, whether Islamic or 
conventional, to extend fi nancing and 
banking facilities to borrowers since 
they are not aware of their customers’ 
creditworthiness.

Fourthly, the Central Bank of Iraq which 
is supposed to be leading the fi nancial 
sector in Iraq is not very sophisticated 
and it seems that it is unaware of what 
should be done to develop the fi nancial 
sector and Islamic banking in Iraq.

Finally, the deteriorated security situation 
especially in the capital city of Baghdad 
does not help as well. In conclusion, there 
are many obstacles in Iraq to Islamic 
banking. Yet this is the same reason why 
the potential is huge. To start with, Iraq 
is a rich country with all kinds of natural 
resources with a population exceeding 36 
million people who are predominantly 
Muslims with more than 90% of the 
Iraqi citizens being Muslims. It is hard to 
imagine that with this large population, 
even basic banking services are still not 

widely available in Iraq, so things like 
ATMs, points of sale, credit cards, etc, are 
not widespread even in Baghdad. 

Still at the end of each month, employees 
stand in long queues at their working 
places to receive their salaries. The banks 
focus on providing services to companies 
and corporate clients and retail banking 
customers are kind of neglected. Today, 
many people in Iraq still keep their 
money at home, eg in the drawer or 
hiding it under the carpet. 

Based on all of the aforementioned 
factors, it is clear that Iraq has a long way 
to go, especially wherer Islamic fi nance 
is concerned. But the shortcomings 
notwithstanding, the rewards can be 
great and the business lucrative.

If Iraq depends on its internal human 
resources, it would take a very long time 
to develop and reach its full potential. 

Therefore, they would need external 
assistance in the form of foreign advisors 
and consultants from outside of Iraq to 
expedite the process of the development 
of the fi nancial sector as a whole and 
Islamic banking in particular. Foreign 
advisors and consultants who come 
from much more developed countries 
in the fi eld of Islamic banking with 
hands-on experience would not have to 
reinvent the wheel but rather they would 
have readily available ideas and would 
just need to benchmark with fi nancial 
institutions in other countries. 

The Islamic banking educational and 
training institutes can also play a role in 
developing and qualifying the needed 
specialized human resources for Islamic 
banks in Iraq. It would be a mutually 
benefi cial relationship for both sides. 

One of the biggest obstacles is the 
security situation in Iraq which makes 
many interested parties shy away from 
any projects in the country. Though 
there are no answers or solutions at 
present for such a complicated situation, 
technology advancements that are 
available nowadays can help a lot. 
Some adjustments made in the regular 
sett ings can always overcome most of the 
obstacles. Although the presence on the 
ground can be limited, it can be replaced 
by other arrangements such as managing 
teams from abroad through video 
conferencing, e-mail, telephone and so 
on. Training and educational courses can 
be off ered online or if necessary in much 
safer areas in Iraq such as Kurdistan and 
Karbala or in one of Iraq’s neighboring 
countries such as Jordan, Lebanon or 
Turkey. 

The central bank would welcome any 
cooperation leading to the development 
of Iraqi banks or the off ering of new 
banking products and services, therefore 
communicating with the central bank 
would always open doors for future 
cooperation. To a large extent, the Iraqi 
market is a virgin market with huge 
untapped potential, especially where 
Islamic banking is concerned. 

Islamic inance is workable with adjustments 
and actions in Iraq 
Iraq has been isolated for over 30 years under Saddam Hussain’s regime and the Baath party which aff ected all 
aspects of life until today. Even after the regime fell in 2003, the country did not catch up with the rest of the 
world. YASSER AL-HAYKI explores.

If Iraq 
depends on 

its internal human 
resources, it would 
take a very long 
time to develop 
and reach its full 
potential. Therefore, 
they would need 
external assistance 
in the form of 
foreign advisors 
and consultants 
from outside 
of Iraq
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The effi  ciency of investment funds, as 
well as the promulgation of mortgage, 
real estate fi nance and other fi nance 
regulations in 2012 and, more recently, a 
‘white land’ tax on undeveloped urban 
plots of land, has led to the proliferation 
of private real estate-focussed CMA 
investment funds in Saudi Arabia. 

There are certain key challenges and 
issues in connection with fi nancings of 
private real estate funds arising under 
the original CMA investment fund 
regulations (issued by the board of the 
CMA pursuant to its resolution no. 1-219-
2006 dated the 24th December 2006, the 
Original Investment Fund Regulations) 
and there is also the impact of the long-
awaited amended investment regulations 
(issued by the board of the CMA 
pursuant to its resolution no. 1 - 61 - 2016 
dated the 23rd May 2016, the Amended 
Investment Fund Regulations) which 
became eff ective on the 6th November 
2016.

Basic structure of inancing
Diagram 1 is a simplifi ed diagram 
representing a typical CMA private real 
estate fund structure, and where the 
fi nancing may come in.

As refl ected in Diagram 1, the fi nancing 
will generally either be extended to 
the Saudi limited liability company 
established by the fund custodian to hold 
assets on behalf of the fund (the Fund 
SPV) (option 1 in Diagram 1) or directly 
to the fund itself (option 2 in Diagram 1). 

The security provided in connection with 
such fi nancings will mirror the typical 
security package for fi nancings extended 
to corporate entities in Saudi Arabia, and 
include an Ifragh (transfer) of the title 
deed of the relevant property by way of 

security to the lender or a nominee of the 
lender.

Key issues under the Original 
Investment Fund Regulations 
The key challenge associated with 
providing fi nancing into such structures 
stems from the fact that the CMA 
investment funds are contractual entities 
formed between their fund managers 
and investors, and do not have a separate 
legal personality or a commercial 
registration with the Saudi Ministry of 
Commerce and Investment. This lack of 
a legal personality raises the question 
of whether a CMA fund itself could act 
as a borrower or whether a bank would 
be comfortable lending directly to a 
fund. The answer to the question has 
signifi cant implications from a fund’s 
perspective since a fi nancing extended 
directly to the fund (option 2 in Diagram 
1) would, under present regulations 

and practices of relevant governmental 
authorities in Saudi Arabia, allow the 
fund to benefi t from a Zakat effi  ciency 
that would not otherwise be available 
should the fi nancing be extended to the 
Fund SPV (option 1 in Diagram 1). Some 
banks in the Saudi market have been 
comfortable lending to funds directly, 
while a fair number of others have been 
reluctant to do so.

Lending banks have also had to grapple 
with the following issues under the 
Original Investment Fund Regulations: 

• Formation and existence of the fund
 As mentioned above, the CMA fund 

does not have a legal personality 
or a commercial registration with 
the Saudi Ministry of Commerce 
and Investment. Under the Original 
Investment Fund Regulations, the 
fund would be considered as being 

Impact of amended investment fund 
regulations on Saudi private real estate funds 
Funds established under regulations promulgated by Saudi Arabia’s Capital Market Authority (the CMA) have 
become popular investment vehicles in the country over the past few years and on this note, ZAID HADIR AL-
FARISI provides a high-level overview of the basic structure of fi nancings extended to private real estate funds 
established pursuant to the regulations of the CMA.

Diagram 1: A typical CMA private real estate fund structure

Source: Author’s own
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formed 15 days following submission 
to the CMA of the proposed fund’s 
terms and conditions and other 
off ering documents, and the CMA not 
objecting to the same, without there 
being an avenue to independently 
verify this. A lender could, of course, 
obtain confi rmation from the relevant 
fund manager that the fund has been 
duly formed. The fact remained, 
however, that unlike the situation 
when dealing with a registered 
corporate entity, it was not possible to 
independently verify the existence of 
a fund with governmental authorities 
or in any public records. 

• Applicable regulations
 While Real Estate Investment Fund 

Regulations (issued by the board of 
the CMA pursuant to its resolution 
no. 1-193-2006 dated the 15th July 
2006, the Real Estate Investment 
Fund Regulations) do exist, these 
regulations were not applicable 
to private real estate investment 
funds formed and off ered under a 
certain provision (Article 4(b)(4)) 
of the Original Investment Fund 
Regulations. 

 Rather, privately placed real estate 
funds were governed by the private 
placement rules in the Original 
Investment Fund Regulations. This, 
however, was not refl ected in any 
writt en law or regulation but was 
based on verbal advice of the CMA.

• CMA waivers
 Furthermore, there were various 

provisions of the Original Investment 
Regulations that the CMA would 
often, in eff ect, waive without any 
writt en confi rmation of the waiver, or 
a clear basis for the CMA to do so. 

 The Original Investment Fund 
Regulations, for example, contained 
a limitation on borrowing beyond 
10% of the net asset value of the 
fund. Provided, however, the terms 
and conditions of a fund referred to 
obtaining fi nancing up to a higher 
limit (say, 35% of the net asset value 
of the fund) and the CMA did not 
object to this, the CMA would have 
eff ectively implicitly waived the 10% 
limitation. 

 Needless to say, the uncertainty 
of having to rely on implied or 

deemed waivers of a regulator, or an 
unwritt en practice, is not reassuring 
for banks.

Impact of the Amended 
Investment Fund Regulations
The Amended Investment Fund 
Regulations have not altered the position 
with respect to funds not having a legal 
personality or a commercial registration. 
The amended regulations have, however, 
introduced terms that address certain 
of the aforementioned issues, including 
terms that codify various unwritt en 
practices of the CMA (which, in turn, 
should eliminate the uncertainty 
associated with the same):

• Formation and existence of the fund
 Where funds previously used to 

be formed on the basis of inaction 
(namely the CMA’s non-objection 
to funds’ off ering documents), 
the Amended Investment Fund 
Regulations now provide that upon 
the request of a fund manager, and 
assuming the CMA does not have any 
objection to the formation of a fund 
within the prescribed period of 15 
days, the CMA will issue a lett er to 
this eff ect and enter the name of the 
relevant fund in a register of funds.

• Applicable regulations
 The Amended Investment Fund 

Regulations now expressly provide 
that only public real estate funds are 
subject to the Real Estate Investment 
Fund Regulations, whereas private 

real estate funds shall be subject to 
specifi ed provisions of the Amended 
Investment Fund Regulations (and 
shall not be subject to the Real Estate 
Investment Fund Regulations).

• CMA waivers
 The Amended Investment Fund 

Regulations now expressly provide 
that the CMA may waive any 
provision of the regulations.

• Other terms
 The Amended Investment Fund 

Regulations have eliminated the 
limitation on borrowing beyond 10% 
of the net asset value of the fund, 
expressly acknowledged that real 
estate assets of a private real estate 
fund may be registered in the name 
of a subsidiary of a lender that has 
extended fi nancing to the fund by 
way of security, and contemplated 
the fund custodian taking on a more 
active role.

In summary, while not altering the 
analysis in relation to the central question 
of who would act as the borrower, looked 
at from the perspective of fi nancings, the 
changes refl ected in the Amended 
Investment Fund Regulations are 
constructive and do address various of 
the uncertainties associated with the 
Original Investment Fund Regulations. 
As in the past, however, the practice of 
the CMA is key, and it remains to be seen 
how this practice informs the application 
of the Amended Investment Fund 
Regulations.

Continued
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In 1998, a study conducted by a leading 
fi nancial institution in Kuwait to test 
the viability of a Takaful window 
based on certain critical assumptions 
concluded that Takaful was not only 
viable but a very att ractive proposition 
from the perspective of return on 
investment. 

Now, almost two decades later, the 
Takaful landscape in the region is awash 
with red ink and in spite of double-digit 
growth in business it struggles as an 
industry to generate high single-digit 
return on investment (as per an E&Y 
study of 2014, it averages less than 1% in 
the GCC). After deliberating on this issue 
for some time, a conclusion was made 
that notwithstanding some poor business 
decisions, there are some structural 
defi ciencies that have contributed to the 
poor performance. The Takaful industry 
should reconsider its approach to the 
following items: 
1. Capital, and 
2. Wakalah fee and Qard Hasan.

Capital
The vehicle to drive Takaful regulations 
has been built on a conventional chassis. 
As a result, Takaful is viewed as a 
variant of the conventional insurance 
model. The understanding seems to 
be that both provide fi nancial security 
in respect of insured items. Hence, 
minimum capital requirements for 
Takaful and conventional should be the 
same. If this is true, then the premise 
on which the principle of minimum 
capital is based is incorrect. Takaful is a 
risk-sharing model as opposed to risk 
transfer in the conventional system. This 
means, policyholders provide a mutual 
guarantee to protect each other’s losses. 

Thus, the role of the shareholder is 
that of a solvency capital guarantor. 
In the Wakalah system followed by all 
Takaful companies in the GCC (with 
the exception of Saudi Arabia where 
it is cooperative), the shareholders 

are agents (Wakeel) acting on behalf 
of the participants in managing their 
contribution (premium) pool. In return, 
they are paid a Wakalah fee (akin to 
an agency fee), which is usually the 
operating expense of the Wakeel plus a 
reasonable profi t. The regulators require 
the shareholders to provide guarantee 
to the policyholders’ fund in case of 
any defi cit. If this principle is applied 
in strict terms then shareholders will be 
obliged to provide capital only to the 
extent of a solvency margin defi cit in the 
participants’ fund. How will it work in 
real life? 

As there will be no minimum capital 
requirement, the shareholders will be 
responsible for working capital that will 
vary according to the business plan. 
Working capital can be recovered from 
the participants’ fund over a period of 
time that can be capped by regulation. 
This will require suitable amendments 
in the accounting principles for Takaful 
companies. The business plan will project 
solvency capital requirements at the 
end of each year, which will become the 
capital commitment for the shareholder. 

In order to remove the uncertainty of 
demand on capital at the end of every 
year, a minimum amount can be called 
for but for the purpose of the Takaful 
operation, the amount that will be treated 
as capital will be the amount allocated 
to solvency capital requirements. The 
remaining amount will be treated as 
free capital and investment income and 
the  resulting profi t arising out of this 
capital will be available for dividend 
distribution. How will it impact the 
Takaful business? 

The business plan will be more pragmatic 
and not driven by the requirement of 
generating return of capital on a high 
capital base. The pressure to clone the 
conventional business model will no 
longer exist due to a diff erent capital 
structure. Income generated from the free 
capital can be distributed as dividend, 
which will also boost the confi dence 
of the investor in the Takaful business. 
This approach will address the Takaful 
industry’s challenge of fragmented and 
excessive capital that is posing a severe 
constraint on generating a return that is 

commensurate with market returns in a 
similar industry.

Wakalah fee and Qard Hasan
The evolution of the Takaful business 
model in the GCC has struggled to 
resolve the confl ict of the Wakalah fee 
and Qard Hasan. Both have been the 
scourge of the Takaful industry. How 
does this happen? 

The Wakalah fee is set as a percentage 
of gross contribution. The basis for the 
Wakalah fee is vague for most companies 
and it seems to be driven by an operating 
expense and notional profi t margin. It 
does not factor in the business model, 
reinsurance strategy, net retentions, 
acquisition cost and last but not the least, 
the claims ratio. 

An important question that is not asked 
at the time of sett ing up a Takaful 
company or by the Takaful regulator or 
the Shariah committ ee — how can the 
participants’ fund pay from a negative 
pool? 

Should a participants’ fund have the right 
to mortgage future participants’ profi t 
to meet with current expenses that are 
driven or incurred due to a faulty model? 
It is very diffi  cult for any Takaful fund 
to be able to pay start-up expenses in the 
fi rst year or even the second or third year 

Time for some fundamental changes… 
A discussion with an investor on the state of the Takaful market in the GCC prompted a question which 
GAUTAM DATTA opines raises some concerns about investors’ commitment to the future of the Takaful industry.

Operators will 
be far more 

careful if it was 
stipulated that the 
Wakalah fee or a 
certain portion of it 
will be paid based 
on the minimum 
performance of the 
participants’ 
fund
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of its operation. If the start-up expenses, 
which should include all expenses 
incurred in building the business in 
the fi rst three years, are amortized in a 
manner (say over fi ve years) that does 
not create a load on the participants’ 
fund, this will allow the business to grow 
in a gradual manner building a portfolio 
with healthy retentions. How does it 
benefi t the Wakeel? 

The defi cit created by an excessive 
Wakalah fee has to be then made up 
through Qard Hasan. In addition to 
start-up expenses, a defi cit in the fund 
is also caused by poor underwriting 
performance. The current practice creates 
a high degree of confl ict of interest 
between the Wakeel (shareholder/
operator) and the participant, where 
gross line underwriting to generate 
the required Wakalah fee cripples the 
healthy growth of the business. Most 
Takaful companies in the region have, 
at some point in time, had to write off  
the Qard Hasan either due to regulatory 
requirements or due to the restructuring 
of the business. 

Operators will be far more careful if 
it was stipulated that the Wakalah fee 
or a certain portion of it will be paid 
based on the minimum performance of 
the participants’ fund. One reason for 
this anomaly is that existing accounting 
regulations for the treatment of the 
Wakalah fee have not diff erentiated 
between Takaful and conventional 
principles of the business. There should 
be provisions to amortize start-up 
expenses to avoid the situation of Qard 
Hasan as the defi cit is not caused by 
poor underwriting but more by the 
timing of its accounting. There should 
also be impairment provisions for 
writing off  Qard Hasan caused by poor 
underwriting performance. If the Takaful 
industry addresses the issue of capital 
structure, Wakalah fee and Qard Hasan 
principles, then half the batt le is won. 

The other half of the batt le involves 
sound business strategy and prudent 
management. In case you are wondering 
about the question that set this train of 
thinking, it was: “Is there a light at the 
end of the tunnel for the Takaful 
business?” There are reasons to be 
optimistic about the future of Takaful 
from the investor’s perspective if 
fundamental changes are made in the 
regulations for Takaful.

Continued

IFN returns to Oman in 2017 with the IFN Oman Forum. The Islamic banking sector 
in Oman has gone through a commendable growth rate, highlighting the growing 
prominence that Shariah compliant finance plays in its economy. Having hosted the 
IFN Seminar and Dialogue in 2016, the event for 2017 will evolve into a forum with 
an expected larger number of participants, against the backdrop of further inroads 
that Oman has made in the industry thus far. 
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Healthy pipeline for CIMB 
Islamic
MALAYSIA: CIMB Islamic is expecting 
the positive momentum in the Sukuk 
market to continue through the fi rst 
quarter of 2017 with a number of 
Malaysian Ringgit and US Dollar Sukuk 
off erings expected over the next few 
months, Mohamad Safri Shahul Hamid, 
CIMB Islamic’s senior managing director 
and deputy CEO, told IFN. Safri also 
revealed that the bank is working on a 
Sukuk facility for a Chinese entity which 
is expected to be closed within the next 
couple of months. “We are hopeful that 
this maiden and landmark issuance will 
pave the way for other Chinese entities 
to tap the Sukuk market in the near-
to-medium term,” said Safri. The bank 
is also targeting other markets new to 
Sukuk, such as Australia and Sri Lanka in 
its eff orts to promote Islamic fi nance as a 
whole.

Safri confi rmed that CIMB Islamic is 
working on an investment account 
off ering and expects to have this rolled 
out in the fi rst quarter of next year, 
subject to regulatory approvals, among 
others.

IILM’s short-term US dollar 
Sukuk oversubscribed
GLOBAL: The International Islamic 
Liquidity Management Corporation 
(IILM)’s US$500 million three-month 
tenor Sukuk facility to be issued on the 
14th December was oversubscribed by 
US$552 million, according to an 
announcement on Bank Negara 
Malaysia’s website. The Sukuk facility, 
with a profi t rate of 1.35%, received a 
total of 10 bids.

STSSB issues 165th ICP
MALAYSIA: Sunway Treasury Sukuk 
(STSSB) has issued RM120 million 

(US$27.07 million)-worth of Islamic 
commercial papers (ICP) on the 13th 
December 2016, according to an 
announcement on Bank Negara 
Malaysia’s website. The ‘MARC-1IS’ 
rated facility is STSSB’s 165  ICP series.

Al Baraka plans Sukuk in irst 
quarter of 2017
BAHRAIN: Al Baraka Banking Group is 
planning a Tier 1 capital-boosting Sukuk 
sale worth US$300 million in the fi rst 
quarter of 2017, Reuters quoted the 
bank’s CEO, Adnan Ahmed Yousef, as 
saying. Adnan added that Al Baraka is 
in the midst of discussing with a 
number of banks about arranging the 
Sukuk facility.

Brunei issues Sukuk Ijarah
BRUNEI: Autoriti Monetari Brunei 
Darussalam has, on behalf of the 
government of Brunei, issued its 140th 
series of short-term Sukuk Ijarah for the 
total amount of BN$100 million 
(US$69.57 million), according to a 
statement. The 91-day facility was priced 
at 0.56% and will mature on the 2nd 
March 2017. With this issuance, the 
Bruneian government has thus issued 
over BN$10.43 billion (US$7.26 billion)-
worth of short-term Sukuk Ijarah 
securities since the maiden off ering on 
the 6th April 2006.

ABHC Sukuk to make 
principal and pro it payment
MALAYSIA: ABHC Sukuk will be 
making the principal and profi t payment 
under its Sukuk Wakalah program of up 
to RM1 billion (US$224.69 million) in 
nominal value on the 16th December 2016, 
according to an announcement on Bank 
Negara Malaysia’s website.

Al-Dzahab to make pro it 
payment 
MALAYSIA: Al-Dzahab will make the 
profi t payment for the Class A and Class 

B Tranche 1 Sukuk Murabahah under a 
Sukuk Murabahah asset-backed 
securitization program of up to RM900 
million (US$202.22 million) in nominal 
value on the 21st December 2016, 
according to an announcement on Bank 
Negara Malaysia’s website.

QIB not planning more Sukuk
QATAR: Qatar Islamic Bank (QIB) has no 
immediate plans to issue more Sukuk, 
said its CFO, Gourang Hemani, as 
reported by Reuters. Gourang added that 
the bank will keep assessing the 
requirements and market situation and 
will go to market as and when needed. 
QIB in September sold a US$368 million 
Sukuk facility via a private placement 
and a QAR2 billion (US$548.76 million) 
additional Tier 1 perpetual Sukuk facility, 
which strengthened the bank’s core 
capital position and would support its 
business growth.

Malaysia’s GII Murabahah 
oversubscribed 
MALAYSIA: The Malaysian 
government’s RM1.5 billion (US$338.34 
million) GII Murabahah off ering issued 
on the 8th December received 272 bids 
worth a total of RM5.63 billion (US$1.27 
billion). According to a fi ling with Bank 
Negara Malaysia, the facility, to mature 
on the 31st October 2035, was sold at a 
profi t rate of 4.79%.

Morocco to issue maiden 
Sukuk in irst half of 2017
MOROCCO: Morocco will issue its 
fi rst-ever sovereign Sukuk in the 
domestic market in the fi rst half of 2017, 
Finance Minister Mohamed Bossaid was 
quoted by Reuters as saying. The size of 
the Sukuk facility, however, is yet to be 
decided. The issuance will coincide with 
the launch of a market for Islamic 
banking, after the country adopted 
legislation allowing Shariah compliant 
fi nance into the domestic market.

DEAL TRACKER Full Deal Tracker on page 36

EXPECTED DATE COMPANY'S  NAME SIZE STRUCTURE ANNOUNCEMENT  DATE

First quarter of 2017 Al Baraka Banking Group US$300 million Sukuk 7th December 2016
TBA ACWA Power up to US$1 billion Sukuk 6th December 2016
20th December 2016 Bank Syariah Mandiri IDR1 trillion Sukuk 24th November 2016
TBA TRIplc Medical up to RM639 

million
Sukuk Murabahah 16th November

TBA Sichuan Development 
Holdings

US$300 million Sukuk 4th November 2016
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ASIA
OJK grants Shariah business 
licenses
INDONESIA: Otoritas Jasa Keuangan 
(OJK) has granted two licenses to set up 
a Shariah business unit to venture capital 
fi rm Mitra Bisnis Keluarga Ventura 
and fi nance company MNC Guna 
Usaha Indonesia, according to separate 
statements.

Separately, Sarana Multi Infrastruktur 
(SMI) is targeting to operate its Islamic 
business unit in early 2017, according to 
Republika.co.id quoting SMI’s principal 
director, Emma Sri Martini. The Shariah 
unit has met all legal matt ers required for 
this purpose and is currently in the midst 
of operational preparations.

Boards approve MCB-NIB 
merger
PAKISTAN: The committ ee of the board 
of directors of MCB Bank, which also 
provides Islamic banking services, has 
approved its merger with NIB Bank by 
way of a share swap arrangement on the 
7th December. According to a statement, 
the committ ee has also approved the 
swap ratio of one new ordinary share of 
MCB for every 140.04 shares of NIB 

under the scheme of amalgamation. The 
merger is subject to approvals from 
shareholders of the respective banks, the 
State Bank of Pakistan, the Competition 
Commission of Pakistan and other 
requisite regulatory authorizations.

Malacca aims to become 
Islamic banking hub
MALAYSIA: The state of Malacca is 
sett ing its eyes on becoming a hub for 
international Islamic banking in fi ve to 10 
years’ time, said Chief Minister Idris 
Haron, as reported by Bernama. The 
initiative is in line with the state 
government’s eff orts to develop a deep 
sea port focusing on trade, shipping and 
tourism.

OJK setting Sukuk reporting 
rules
INDONESIA: Otoritas Jasa Keuangan 
(OJK), the Indonesian Financial Services 
Authority, is formulating a reporting 
mechanism for Sukuk and bond 
transactions in the secondary markets. 
Applicable to both stock exchanges and 
over-the-counter markets, OJK said in a 
statement that the new system, to be 
operated by an appointed Securities 
Transaction Report Receiver, is expected 
to improve transparency and price 
formation quality.

ICD signs MoU
AZERBAIJAN: Baku International Sea 
Trade Port has signed an MoU with the 
Islamic Corporation for the Development 
of the Private Sector (ICD) through which 
both entities will study the potential 
opportunities in the Port of Baku and 
Alat Free Trade Zone and examine the 
possibility of involving private sector 
players in their realization, the ICD said 
in a statement.

India rejects Islamic banking 
proposal 
INDIA: In response to the Reserve Bank 
of India (RBI)’s proposal to introduce 
interest-free banking in the country 
aimed at promoting fi nancial inclusion, 
the Minister of State in the Ministry of 
Finance, Santosh Kumar Gangwar, said 
in a statement that the objectives 
explored by the RBI has no relevance as 
the government has already introduced 
other means of fi nancial inclusion such as 
Pradhan Mantri Jan Dhan Yojna, Pradhan 
Mantri Suraksha Bima Yojna, Pradhan 
Mantri Jeevan Jyoti Bima Yojna and 
Pradhan Mantri Mudra Yojna, among 
others. Based on the inter-departmental 
group report, it is observed that various 
legal changes would be required to even 
introduce limited products, Santosh 
added.

AFRICA
Banque Misr to raise 
syndicated inancing
EGYPT: Banque Misr is raising a 
syndicated fi nancing facility and has 
mandated ADIB Capital, the investment 
banking arm of Abu Dhabi Islamic Bank 
Egypt, and Credit Suisse to arrange the 
transaction, according to Reuters 
quoting unnamed sources. The fi ve-year 

amortizing facility is expected to be 
about US$350 million and off ers a 
margin of around 500bps over LIBOR 
and is guaranteed by the Central Bank 
of Egypt.

IDB inancially supports 
Burkina Faso
BURKINA FASO: The IDB will inject 
US$1.3 billion in fi nancing to support 
Burkina Faso’s development projects in 

various sectors as per the government’s 
priorities, according to a statement. The 
fi nancing is in support of the African 
country’s fi ve-year national socioeconomic 
development plan, which includes 
measures to revive the country’s economy 
and achieve sustainable development. The 
president of the IDB, Dr Bandar Hajjar, 
also said that the IDB will cooperate with 
the government of Burkina Faso to 
mobilize US$600 million of resources 
through the issuance of Sukuk.

GLOBAL
ICD to develop micro inance 
industry
GLOBAL: The Islamic Corporation for 
the Development of the Private Sector 
(ICD), the private sector arm of the IDB, 
and AlHuda Center of Islamic Banking 
and Economics (CIBE) have signed an 
MoU to implement the ‘Biniog Sathi 
Banking Model’, a new initiative by the 
ICD to develop the Islamic microfi nance 
industry, according to a press statement. 

Under the cooperation framework, both 
parties will work together to implement 
the pilot phase of the model in diff erent 
countries through various Islamic 
microfi nance programs.

New EY study
GLOBAL: Islamic banking in 2015 
experienced a decline in growth across all 
regions against previous years, reaching 
US$924 billion last year, according to EY. 
A recent report by the consultancy shows 
that the GCC’s share of Islamic banking 

was up to 72% on the back of a shrinking 
asset base in ASEAN countries: Saudi 
Arabia took the largest market share at 
34.2%, followed by the UAE at 17.2% and 
Malaysia at 13.3%.

EY also noted that if banks were to 
consolidate with fi ntech companies, it 
could propel Islamic banks to become 
mainstream across 20 promising markets 
by 2021, up from fi ve markets today, 
representing a jump from 100 million 
customers to 250 million customers over 
the same period.
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MIDDLE EAST
Emirates Islamic launches 
rights issue
UAE: Emirates Islamic has launched a 
AED1.5 billion (US$408.29 million) rights 
issue as it seeks to increase its capital to 
AED5.43 billion (US$1.48 billion) from 
AED3.93 billion (US$1.07 billion), 
according to a bourse fi ling. The rights 
issue will be tradable on the Dubai 
Financial Market between the 7th and the 
21st December 2016, while the 
subscription period will be between the 
14th and the 28th December 2016.

Salhia Real Estate secures 
Islamic credit facilities
KUWAIT: Salhia Real Estate has signed 
two Islamic credit facility agreements 
consisting of a KWD15 million (US$49.1 
million) nine-year term facility and a 
KWD14.5 million (US$47.46 million) 
eight-year term facility with separate 
Islamic banks, according to a bourse 
fi ling. The real estate developer’s unit, Al 
Asima Real Estate Co, also recently 
signed a KWD20 million (US$65.46 
million) eight-year term Islamic credit 
facility agreement with an Islamic 
fi nancier.

Islamic banks likely to fund 
new theme park
UAE: IMG Worlds is exploring means to 
raise fi nancing for its planned largest 

indoor theme park in the world, based on 
children’s TV and gaming characters, 
with part of the funding to come from 
profi ts from IMG Worlds of Adventure, 
and the remainder funded from a 
syndicated loan, according to Reuters 
quoting Lennard Ott o, CEO of IMG 
Worlds. Ott o also added that some of the 
Islamic banks (Abu Dhabi Islamic Bank, 
Al Hilal Bank, Commercial Bank 
International, Noor Bank and Sharjah 
Islamic Bank), which previously 
participated in a syndicated Islamic 
fi nancing for the building of another of 
its parks, are likely to participate in the 
fi nancing of the new park.

ASBB and Bene it collaborate
BAHRAIN: Al Salam Bank-Bahrain 
(ASBB) and Benefi t, Bahrain’s national 
electronic network for fi nancial 
transactions, have teamed up to launch a 
credit card payment gateway service 
channel, according to a statement.

SIB recommends capital 
increase
SAUDI ARABIA: Saudi Investment 
Bank (SIB), which also provides Islamic 
banking services, has recommended to its 
extraordinary general assembly to 
increase its capital by 7.1% from SAR7 
billion (US$1.87 billion) to SAR7.5 billion 
(US$2 billion) by capitalizing SAR500 
million (US$133.24 million) from the 
retained earnings representing a 
distribution of one bonus share for every 

14 shares, increasing the total 
outstanding shares from 700 million to 
750 million. According to a bourse fi ling, 
the capital-raising exercise aims to 
support the bank’s capital base, which 
will increase the growth percentages and 
meet the future increases in the bank’s 
activities.

Ezdan secures Islamic facility
QATAR: Ezdan Holding has signed an 
Islamic syndicated fi nancing facility 
agreement worth US$460 million for a 
period of eight years with Mashreq 
Bank acting as the lead manager for the 
transaction, according to a bourse 
fi ling.

Shareholders approve NBAD-
FGB merger 
UAE: Shareholders of National Bank of 
Abu Dhabi (NBAD) and First Gulf Bank 
(FGB) have approved a proposed merger 
of the two banks during respective 
general assembly meetings on the 7th 
December. According to a statement, the 
recommended transaction will involve a 
share swap, in which FGB shareholders 
will receive 1.25 NBAD shares for each 
FGB share they hold. FGB will own 
approximately 52% of the combined bank 
with shareholders of NBAD owning 
approximately 48% following the issue of 
new NBAD shares. 

On the eff ective date of the merger, FGB 
shares will be delisted from the Abu 

IDB and AFD collaborate
GLOBAL: The IDB and the French 
Agency for Development (AFD) are 
expected to sign an MoU that will 
enhance cooperation between the two 
entities which will help strengthen 
development programs in the Islamic 
bank’s member countries, according to a 
statement. The president of the IDB, Dr 
Bandar Hajjar, is also expected to meet 
several French government offi  cials to 
explore ways to support the country’s 
Islamic fi nancial services sector.

KFH Capital facilitates 
Newark tower acquisition
GLOBAL: A Kuwaiti-based investment 
fund has acquired Newark tower, which 
houses Panasonic Corp of North 
America’s headquarters, from SJP 
Properties and Matrix Development 
Group for US$165 million, according to 
Wall Street Journal. The acquisition was 

closed by KFH Capital Investment Co 
which manages the fund.

IDB is largest Sukuk issuer on 
NASDAQ Dubai
GLOBAL: The IDB has listed a US$1.25 
billion Sukuk facility on NASDAQ 
Dubai, making it the largest Sukuk issuer 
on the bourse with a total of US$8.55 
billion, according to a statement. 
NASDAQ Dubai now has a total of 56 
Sukuk listings worth US$43.96 billion, 
making it the largest exchange in the 
world for Sukuk by value.

BTMU sets foot in Saudi 
Arabia
GLOBAL: The Saudi Arabian cabinet has 
approved the issuance of a trading 
license to the Bank of Tokyo-Mitsubishi 
(BTMU) to open an offi  ce in the Kingdom 
and has authorized the minister of 
fi nance to decide any upcoming requests 

from the Japanese bank to set up more 
offi  ces, according to state-run Saudi Press 
Agency. BTMU off ers Islamic fi nancing 
services from its Malaysian and Dubai 
units.

ICD and PTA Bank sign MoU
GLOBAL: The Islamic Corporation for 
the Development of the Private Sector 
(ICD) and the Eastern and Southern 
African Trade and Development Bank 
(PTA Bank) have entered into an MoU 
under which both entities will jointly 
promote and facilitate the execution of 
their respective mandates through 
fi nancing and investments in common 
member countries. The president and 
CEO of PTA Bank, Admassu Tadesse, 
said in a statement that the partnership 
with the ICD includes co-fi nancing, lines 
of credit, treasury and risk-sharing as 
well as opening opportunities for private 
sector investments into common member 
countries.
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Dhabi Securities Exchange and the 
company will be dissolved. The merger 
has received the Central Bank of the 
UAE’s approval and requires further 
approval from international regulators 
and the Securities and Commodities 
Authority before it becomes eff ective, 
which is expected to occur toward the 
end of the fi rst quarter of 2017.

Iran’s 2017 budget is credit 
positive
IRAN: Iran’s proposed IRR10.85 
quadrillion (US$359.75 billion) 2017 
budget which envisions a 50% increase 
in oil revenues based on a US$50 oil 
price assumption and a IRR33,000/US$ 
exchange rate and includes a number of 
reforms that will boost tax revenues and 
reduce subsidy expenditures is credit 
positive, according to Moody’s Investors 
Service.

Kuwait election a risk to 
reforms 
KUWAIT: Fitch Ratings in a statement 
commented that Kuwait’s recent 
elections will increase tensions between 
the executive and legislature, hindering 
economic and fi scal reforms, although 
the extent to which this will happen is 
unclear. Fitch also said that the absence 
of a formal party system makes it hard 
to quantify the precise size of 
parliamentary opposition, but it appears 
that pro-government MPs (including 

voting ministers) will constitute a tiny 
majority at best. The outcome is in line 
with the rating agency’s view that the 
elections would deliver a less 
government-friendly legislature.

Osoul Modern teams up with 
SRB
SAUDI ARABIA: Osoul Modern has 
engaged Shariyah Review Bureau (SRB) 
to provide Shariah consultation, 
certifi cation and Shariah audit services 
in a bid to create new value in its Islamic 
fi nancing solutions, according to a 
statement.

Al Faisal seeks alternative 
fundraising options
QATAR: Qatari conglomerate Al Faisal 
Holding, which earlier this year 
approached banks to discuss arranging 
a potential Sukuk issue of around 
US$200 million, is considering a 
syndicated loan as the market gave a 
lukewarm response to its planned debut 
Sukuk sale. According to Reuters, 
quoting Al Faisal’s spokesman, the 
company also does not have any 
short-term plans to issue Sukuk.

APICORP invests in Falcon
BAHRAIN: Arab Petroleum Investment 
Corporation (APICORP) has bought a 
30% stake in Falcon Cement Co, the 
largest cement producer in Bahrain, 
according to a statement. The deal was 

completed with Shariah compliant GFH 
Financial Group.

National Bonds launches new 
program
UAE: Shariah compliant savings and 
investment company National Bonds 
Corporation has launched its Prestige 
wealth management program targeting 
high-net-worth individuals. Divided 
into three diff erent categories — gold, 
silver and bronze — each category will 
provide services such as free fi nancial 
planning advisory, priority in real estate 
sales invested by the company, greater 
opportunities for special draws and a 
relationship manager for Islamic 
fi nancial transactions, among others.

Iran adopts new national 
monetary unit
IRAN: The government of Iran has 
approved changing Iran’s monetary unit 
to toman from rial, aiming to ease 
fi nancial operations and also reduce the 
cost of money printing and 
maintenance. According to government 
news website Dolat.ir, the change will 
lop off  one zero from the current 
national currency rial. The rial has been 
used as Iran’s monetary unit in offi  cial 
documents and budget statements, 
while toman was being used more 
commonly in daily transactions by 
citizens. The bill will be sent to the 
parliament for fi nal approval.

RESULTS
Al Rayan Bank
UK: Al Rayan Bank has broken the GBP1 
billion (US$1.26 billion) threshold in 
retail and commercial assets in 

November. The Islamic bank confi rmed 
in a statement that its retail and 
commercial asset book expanded by 
almost 400% in the last three years, with 
the last 12 months clocking in a 47.7% 
growth. Over the last 12 months, the 
bank’s Home Purchase Plan and Buy to 

Let Home Purchase Plan increased 24% 
while the value of its private and premier 
asset book grew 118%. In total, the bank 
has provided almost GBP1.3 billion 
(US$1.64 billion)-worth of real estate 
fi nancing since commencing this line of 
business in 2008.

ASSET
MANAGEMENT
Sabana REIT eyes new 
property 
SINGAPORE: Shariah compliant Sabana 
REIT, through HSBC Institutional Trust 
Services (Singapore) in its capacity as the 
trustee, has entered into a conditional put 
and call option agreement with 
Singapore Handicrafts in relation to the 

proposed acquisition of the property 
located at 72 Eunos Avenue 7 for a total 
cost of acquisition of approximately 
SG$20.9 million (US$14.6 million), 
according to a statement.

MAVCAP and Elixir Capital 
collaborate 
MALAYSIA: Malaysia Venture Capital 
Management (MAVCAP) have signed an 
MoU with Silicon Valley-based Elixir 
Capital to set up and operate the Global 
Islamic Economy Fund, targeting up to 

US$250 million for the Islamic innovative 
funding ecosystem. Elixir Capital’s 
managing director, Amir Azahar, 
confi rmed with IFN that the new Islamic 
fund will make allocation for start-ups in 
OIC countries, with Malaysia and 
Indonesia being the prime focus, and is 
looking to have the fi rst close before the 
fi rst half of 2017. Separately, MAVCAP 
also signed an MoU with China-based 
Gobi Partners for the establishment of the 
ASEAN Growth Fund, targeting up to 
US$200 million.
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MOVES
Bank of Azad Jammu & 
Kashmir
PAKISTAN: Bank of Azad Jammu & 
Kashmir, which off ers Islamic fi nancial 
products, has announced on its website 
the appointment of Imran Samad as CEO 

and managing director. Imran was 
previously a senior executive at NIB 
Bank.

Saudi British Bank
SAUDI ARABIA: Saudi British Bank’s 
board of directors has appointed Georges 
ElHedery as a non-executive director 
eff ective the 11th December 2016, 

representing HSBC Group, according to a 
bourse fi ling. ElHedery replaces 
Mohammad Al Tuwaijri who was 
appointed as a deputy minister of 
economy and planning under the royal 
decree passed on the 7th May 2016. 
ElHedery is currently the deputy 
chairman and CEO of HSBC MENA.

RATINGS
Danajamin’s ratings 
reaf irmed
MALAYSIA: RAM has reaffi  rmed the 
‘AAA/Stable/P1’ insurer fi nancial 
strength ratings on Danajamin Nasional, 
Malaysia’s fi nancial guarantee insurer 
covering Sukuk and bonds, according to 
a statement. The reaffi  rmation is 
premised on the rating agency’s view 
that Danajamin will continue to benefi t 
from a very high likelihood of 
extraordinary support from the 
Malaysian government, and is also 
refl ective of Danajamin’s robust 
capitalization and strong liquidity.

KHCB secures ‘Ba3/Not-
Prime’ ratings
BAHRAIN: Khaleeji Commercial Bank 
(KHCB) has been assigned fi rst-time long 
and short-term local and foreign 
currency issuer ratings of ‘Ba3/Not-
Prime’ and a baseline credit assessment 
(BCA) and adjusted BCA of ‘b1’ by 
Moody’s. According to a statement, the 
rating agency also assigned the Islamic 
bank a counterparty risk assessment of 

‘Ba2(cr)/Not-Prime(cr)’ with the long-
term issuer ratings carrying a negative 
outlook.

Bank ABC Islamic’s ratings 
reaf irmed
BAHRAIN: The Islamic International 
Rating Agency has reaffi  rmed the 
international scale ratings of ‘A-/A2’ and 
the national scale ratings of ‘A+(bh)/
A1(bh)’ on Bank ABC Islamic with a 
stable outlook, according to a statement. 
The ratings refl ect the Islamic bank’s 
ability to consistently improve its 
profi tability and maintain asset quality 
indicators amid the tough 
macroeconomic environment in its core 
markets, particularly in the GCC.

RAM reaf irms rating of 
TTPC’s Sukuk
MALAYSIA: RAM has reaffi  rmed the 
‘AA1/Stable’ rating on Teknologi Tenaga 
Perlis Consortium (TTPC)’s RM835 
million (US$188.34 million) Sukuk 
Murabahah, according to a statement. 
The rating refl ects the company’s strong 
business profi le, which is underscored by 
the favorable terms of its power purchase 

agreement with Tenaga Nasional (TTPC’s 
sole off -taker), the steady operational 
track record of TTPC’s plant and the 
company’s robust debt-servicing ability.

GCC banks’ outlook remains 
negative
GLOBAL: The 2017 sector outlook for 
GCC banks remains negative as weaker 
economic growth will feed through to 
credit fundamentals, according to Fitch. 
The rating agency noted that low oil 
prices continue to pressure bank liquidity 
and are also taking their toll on asset 
quality and earnings for banks in the 
GCC.

‘A’ for Ras Al Khaimah
UAE: Ras Al Khaimah’s long-term 
foreign and local currency issuer default 
ratings (IDRs) have been affi  rmed at ‘A’ 
with a stable outlook by Fitch; the 
emirate’s short-term foreign and local 
currency IDRs are affi  rmed at ‘F1’. The 
rating agency noted in a statement that 
the ‘AA+’ country ceiling of the UAE 
applies to Ras Al Khaimah and Abu 
Dhabi.

TAKAFUL
ATL launches Tuk Tuk Full
SRI LANKA: Amana Takaful Insurance 
(ATL) has launched Tuk Tuk Full, a new 
insurance scheme for Tuk Tuk drivers 
that includes a host of eventualities 
covering natural perils, riots and strikes, 
third-party property damage, hiring 
cover and personal emergencies such as 
disability or hospitalization, according 
to Sri Lanka’s Daily News.

Islamic gold product for 
France
FRANCE: French Takaful specialist 
SAAFI has launched a physical gold 
investment product, known as the Gold 
Dinar savings plan, in collaboration 

with INAIA on the 9th December, 
according to Ezzedine Ghlamallah, the 
director of SAAFI, speaking to IFN. 
INAIA, which is managing and 
distributing the savings plan in 
Germany, will manage the product for 
the French market with SAAFI acting as 
its exclusive distributor.

PIDM forms international 
cooperation
GLOBAL: The Malaysia Deposit 
Insurance Corporation (PIDM), which 
provides coverage to both Islamic and 
conventional banks, has signed two 
separate MoUs with the Federal Deposit 
Insurance Corporation of the US and 
Korea Deposit Insurance Corporation. 
Rafi z Azuan Abdullah, the executive 

general manager of PIDM, said in a 
statement that these cross-border 
arrangements for the sharing of 
information and cooperation will 
enhance the signatories’ ability to fulfi l 
their mandates eff ectively and 
effi  ciently.

Receive all the latest news via the 

No.1 Islamic fi nance based feed



36© 14th December 2016

DEAL TRACKER

Expected date Company's name Size Structure Announcement Date
First quarter of 2017 Al Baraka Banking Group US$300 million Sukuk 7th December 2016

TBA ACWA Power up to US$1 billion Sukuk 6th December 2016

20th December 2016 Bank Syariah Mandiri IDR1 trillion Sukuk 24th November 2016

TBA TRIplc Medical up to RM639 million Sukuk Murabahah 16th November

TBA Sichuan Development Holdings US$300 million Sukuk 4th November 2016

TBA Warba Bank US$250 million Sukuk 3rd November 2016

First quarter of 2017 National Real Estate Company US$500 million Sukuk 25th October 2016

TBA Housing Development Finance 
Corporation of Maldives

TBA Sukuk 13th October 2016

TBA APM Automotive Holdings up to RM1.5 billion Sukuk Murabahah 11th October 2016

TBA Shatel IRR10 trillion Sukuk Murabahah 10th October 2016

2017 Muhammadiyah up to IDR1 trillion Sukuk 28 th September 2016

TBA Aktif Bank TRY25 million Sukuk Murabahah 26th August 2016

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

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

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

TBA DanaInfra Nasional RM10 billion Sukuk 19th July 2016

First quarter of 2017 Government of Kuwait up to KWD5 billion Sukuk 4th July 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 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 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 Hascol Petroleum PKR2 billion Sukuk 9th November 2015
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SAMI Halal Food Participation (All Cap) 6 months

REDmoney Asia ex. Japan                                                             6 Months REDmoney Europe                                                                         6 Months

REDmoney GCC                                                                              6 Months REDmoney Global                                                                          6 Months
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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 Asia Pacifi c Islamic Fund Index

In
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x 
Va
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es

Based on 48.78% of funds which have reported November 2016 returns as at the 13th December 2016

Based on 51.85% of funds which have reported November 2016 returns as at the 13th December 2016

Top 10 Monthly Returns for ALL Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al Rajhi Petrochemical and Cement Equity Al Rajhi Bank 16.87 Saudi Arabia

2 FALCOM Saudi Equity FALCOM Financial Services 13.50 Saudi Arabia

3 Al Rajhi Saudi Equity Al Rajhi Bank 12.81 Saudi Arabia

4 Al Rajhi GCC Equity Al Rajhi Bank 9.76 Saudi Arabia

5 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 7.41 Pakistan

6 Al Meezan Mutual Al Meezan Investment Management 7.23 Pakistan

7 NBAD Islamic MENA Growth National Bank of Abu Dhabi 7.11 UAE

8 Meezan Islamic Al Meezan Investment Management 6.80 Pakistan

9 Al Rajhi Multi Asset Growth Al Rajhi Bank 4.82 Saudi Arabia

10 Emirates MENA Opportunities - Class A USD Emirates NBD Asset Management 4.47 Jersey

Eurekahedge Islamic Fund Index (0.14)

Top 10 Monthly Returns for Global Funds

Fund Fund Manager Performance Measure Fund Domicile

1 CIMB Islamic Greater China Equity UOB Asset Management 2.80 Malaysia

2 Oasis Crescent Balanced High Equity Fund of Funds Oasis Crescent Management Company 2.53 South Africa

3 Oasis Crescent Balanced Stable Fund of Funds Oasis Crescent Management Company 1.97 South Africa

4 WSF Global Equity - USD I Cogent Asset Management 1.30 Guernsey

5 Oasis Crescent Global Equity Oasis Global Management Company (Ireland) 0.98 Ireland

6 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 0.16 Saudi Arabia

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

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

9 Al Rajhi Global Equity Al Rajhi Bank -0.74 Saudi Arabia

10 Mashreq Al-Islami Income - Class B Mashreq Capital (DIFC) -1.16 UAE

Eurekahedge Islamic Fund Index (2.06)
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Based on 48.78% of funds which have reported November 2016 returns as at the 13th December 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 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 2.02 Pakistan

2 Meezan Islamic Income Al Meezan Investment Management 1.37 Pakistan

3 MNC Dana Syariah MNC Asset Management 1.32 Indonesia

4 BIMB Dana Al-Fakhim BIMB UNIT Trust Management (BUTM) -0.02 Malaysia

5 MAA Takaful Shariah Income Zurich Takaful Malaysia -0.17 Malaysia

6 MAA Takaful Shariah Flexi Zurich Takaful Malaysia -0.28 Malaysia

7 CIMB Islamic Sukuk CIMB-Principal Asset Management -0.73 Malaysia

8 Libra AsnitaBond Libra Invest -0.80 Malaysia

9 NBAD Sukuk Income NBAD Asset Management Group -1.32 UAE

10 CIMB Islamic Enhanced Sukuk UOB Asset Management -1.41 Malaysia

Eurekahedge Islamic Fund Index (0.65)

Top 10 Sortino Ratio for ALL Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 25.23 Pakistan

2 MNC Dana Syariah MNC Asset Management 17.62 Indonesia

3 CIMB Islamic Money Market UOB Asset Management 11.93 Malaysia

4 Oasis Crescent Balanced Stable Fund of Funds Oasis Crescent Management Company 3.39 South Africa

5 Mashreq Al-Islami Income - Class B Mashreq Capital (DIFC) 2.69 UAE

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

Emirates NBD Asset Management 2.22 Jersey

7 Oasis Crescent Balanced High Equity Fund of Funds Oasis Crescent Management Company 2.17 South Africa

8 Al Rajhi Multi Asset Balanced Al Rajhi Bank 1.42 Saudi Arabia

9 AmIslamic Balanced AmInvestment Management 1.38 Malaysia

10 WSF Global Equity - USD I Cogent Asset Management 1.37 Guernsey

Eurekahedge Islamic Fund Index 0.14

Based on 57.69% of funds which have reported November 2016 returns as at the 13th December 2016
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Top 10 Sukuk bonds 2016 to date 

Issuer Deal Type Deal Pricing 
Date

Deal Value 
$ (Face) (m)

Deal 
Nationality

Deal Region Local Issue 
Type

Bookrunner Parent Deal # 
Tranches

Perusahaan 
Penerbit SBSN 
Indonesia III

Sovereign, 
Local 
Authority

21-Mar-16 2,500 Indonesia SE Asia Islamic bonds CIMB Group, Citi, 
Deutsche Bank, 
Dubai Islamic Bank, 
Standard Chartered 
Bank

2

Kingdom of 
Bahrain

Sovereign, 
Local 
Authority

4-Oct-16 2,000 Bahrain Middle East Islamic bonds Arab Banking Corp, 
BNP Paribas, Credit 
Suisse, JPMorgan, 
Standard Chartered 
Bank

2

IDB Trust 
Services

Supranational 3-Mar-16 1,500 Saudi Arabia Middle East Islamic bonds National Bank 
of Kuwait, CIMB 
Group, Emirates 
NBD, Gulf 
International Bank, 
JPMorgan, Natixis, 
Standard Chartered 
Bank

1

Malaysia 
Sukuk Global

Sovereign, 
Local 
Authority

20-Apr-16 1,500 Malaysia SE Asia Islamic bonds CIMB Group, 
HSBC, JPMorgan, 
Maybank

2

Etihad 
Airways

Corporate 
Bond-
Investment-
Grade

23-Nov-16 1,500 UAE Middle East Islamic bonds Abu Dhabi Islamic 
Bank, Dubai 
Islamic Bank, First 
Gulf Bank, HSBC, 
JPMorgan, National 
Bank of Abu Dhabi 

1

Sarawak 
Hidro

Corporate 
Bond-
Investment-
Grade

29-Jul-16 1,365 Malaysia SE Asia Islamic bonds Maybank, RHB 
Capital

12

IDB Trust 
Services

Supranational 30-Nov-16 1,250 Saudi Arabia Middle East Islamic bonds National Bank of 
Kuwait, Credit 
Agricole, Gulf 
International Bank, 
JPMorgan, Mizuho, 
National Bank of 
Abu Dhabi, Natixis, 
RHB Capital, 
Standard Chartered 
Bank

1

DP World Corporate 
Bond-
Investment-
Grade

24-May-16 1,200 UAE Middle East Islamic bonds Citi, Deutsche Bank, 
Dubai Islamic Bank, 
HSBC, Barclays, 
Emirates NBD, 
First Gulf Bank, 
JPMorgan, National 
Bank of Abu Dhabi, 
SG Corporate & 
Investment Banking

1

DanaInfra 
Nasional

Non-US 
Agency

21-Apr-16 1,164 Malaysia SE Asia Islamic bonds CIMB Group, 
AmInvestment 
Bank, Hong Leong 
Financial Group, 
Maybank, RHB 
Capital

6

Hazine 
Mustesarligi 
Varlik 
Kiralama 
Anonim 
Sirketi

Sovereign, 
Local 
Authority

2-Jun-16 1,000 Turkey Europe Islamic bonds Emirates NBD, 
HSBC, Standard 
Chartered Bank

1
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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
30th Nov 2016 IDB Trust Services Saudi 

Arabia
Sukuk Euro market 

public issue
1,250 Mizuho, Standard Chartered Bank, JPMorgan, 

National Bank of Kuwait, National Bank of Abu 
Dhabi, RHB Capital, Gulf International Bank, 
Natixis, Credit Agricole

23rd Nov 2016 Etihad Airways UAE Sukuk Euro market 
public issue

1,500 JPMorgan, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Dubai Islamic Bank, Abu Dhabi 
Islamic Bank

21st Nov 2016 Bank Muamalat 
Malaysia

Malaysia Sukuk Domestic market 
public issue

113 OCBC, DRB-HICOM

18th Nov 2016 Maxis Broadband Malaysia Sukuk Domestic market 
public issue

560 Maybank, CIMB Group, AmInvestment Bank

8th Nov 2016 Barwa Bank Qatar Sukuk Euro market 
private 
placement

130 National Bank of Abu Dhabi PJSC

31st Oct 2016 Bank Pembangunan 
Malaysia

Malaysia Sukuk Domestic market 
public issue

357 HSBC, CIMB Group

25th Oct 2016 Kuveyt Turk Katilim 
Bankasi

Kuwait Sukuk Foreign market 
public issue

500 Standard Chartered Bank, Kuwait Finance 
House, Arab Banking, Dubai Islamic Bank, 
Emirates NBD, QInvest, Noor Bank

24th Oct 2016 Celcom Networks Malaysia Sukuk Domestic market 
public issue

133 HSBC, CIMB Group

20th Oct 2016 Maxis Broadband Malaysia Sukuk Domestic market 
public issue

120 AmInvestment Bank

18th Oct 2016 Ahli United Bank Bahrain Sukuk Euro market 
public issue

200 Credit Suisse, Citigroup, Credit Agricole

12th Oct 2016 TNB Global Ventures 
Capital

Malaysia Sukuk Euro market 
public issue

750 BNP Paribas, HSBC, CIMB Group, Citigroup

12th Oct 2016 Cagamas Malaysia Sukuk Domestic 
market private 
placement

139 CIMB Group

12th Oct 2016 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

1,079 HSBC, RHB Capital, Maybank, CIMB Group, 
AmInvestment Bank

5th Oct 2016 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

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

4th Oct 2016 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

2,000 Standard Chartered Bank, JPMorgan, BNP 
Paribas, Arab Banking, Credit Suisse

26th Sep 2016 Edaran SWM Malaysia Sukuk Domestic market 
public issue

194 CIMB Group, Hong Leong Financial Group

22nd Sep 2016 UMW Holdings Malaysia Sukuk Domestic market 
public issue

169 Maybank, CIMB Group

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

(mln)
Iss
(%)

Managers

1 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

2,850 7.0 Standard Chartered Bank, JPMorgan, National Bank of Kuwait, 
Gulf International Bank, Natixis, CIMB Group, Emirates NBD, 
Mizuho, National Bank of Abu Dhabi, RHB Capital, Credit 
Agricole

2 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

2,500 6.2 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank, 
CIMB Group, Citigroup

3 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

2,242 5.5 RHB Capital, Maybank, CIMB Group, Hong Leong Financial 
Group, AmInvestment Bank, HSBC

4 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

2,000 4.9 Standard Chartered Bank, JPMorgan, BNP Paribas, Arab 
Banking, Credit Suisse

5 Malaysia Sukuk 
Global

Malaysia Sukuk Euro market 
public issue

1,500 3.7 JPMorgan, HSBC, Maybank, CIMB Group

5 Etihad Airways UAE Sukuk Euro market 
public issue

1,500 3.7 JPMorgan, HSBC, National Bank of Abu Dhabi, First Gulf Bank, 
Dubai Islamic Bank, Abu Dhabi Islamic Bank 

7 Sarawak Hidro Malaysia Sukuk Domestic market 
public issue

1,365 3.4 RHB Capital, Maybank

8 DP World UAE Sukuk Euro market 
public issue

1,200 3.0 JPMorgan, Deutsche Bank, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Barclays, Dubai Islamic Bank, SG Corporate & 
Investment Banking, Citigroup, Emirates NBD

9 Danga Capital Malaysia Sukuk Domestic market 
public issue

1,110 2.7 RHB Capital, AmInvestment Bank, Standard Chartered Bank, 
DBS, CIMB Group

10 EI Sukuk UAE Sukuk Euro market 
public issue

1,007 2.5 Standard Chartered Bank, HSBC, Arab Banking, Maybank, 
Dubai Islamic Bank, Emirates NBD, Al Hilal Bank, Noor Bank

11 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

1,000 2.5 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank, 
Citigroup, Noor Bank

11 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 2.5 Standard Chartered Bank, HSBC, Emirates NBD

13 Lembaga 
Pembiayaan 
Perumahan Sektor 
Awam

Malaysia Sukuk Domestic market 
public issue

986 2.4 OCBC, RHB Capital, Maybank, Bank Islam Malaysia, CIMB 
Group, Affi  n Investment Bank, AmInvestment Bank

14 Lebuhraya DUKE 
Fasa 3

Malaysia Sukuk Domestic market 
public issue

912 2.2 RHB Capital, Maybank, CIMB Group, AmInvestment Bank

15 Maxis Broadband Malaysia Sukuk Domestic market 
public issue

886 2.2 CIMB Group, AmInvestment Bank, Maybank

16 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

880 2.2 Maybank, CIMB Group, Affi  n Investment Bank, AmInvestment 
Bank

17 Kuveyt Turk 
Katilim Bankasi

Kuwait Sukuk Euro market 
public issue

850 2.1 HSBC, Kuwait Finance House, Dubai Islamic Bank, Abu Dhabi 
Islamic Bank, Emirates NBD, Kuwait Projects, QInvest, Noor 
Bank, Standard Chartered Bank, Arab Banking, Dubai Islamic 
Bank

18 TNB Global 
Ventures Capital

Malaysia Sukuk Euro market 
public issue

750 1.9 BNP Paribas, HSBC, CIMB Group, Citigroup

18 Emaar Sukuk UAE Sukuk Euro market 
public issue

750 1.9 Mashreqbank, Standard Chartered Bank, Arab Banking, 
National Bank of Abu Dhabi, First Gulf Bank, Dubai Islamic 
Bank, Union National Bank, Emirates NBD, Noor Bank

20 Pengurusan Air SPV Malaysia Sukuk Domestic market 
public issue

748 1.8 RHB Capital, Maybank, CIMB Group, AmInvestment Bank

21 Prasarana Malaysia Malaysia Sukuk Domestic market 
public issue

733 1.8 RHB Capital, Maybank, Kenanga Investment Bank, CIMB Group, 
AmInvestment Bank

22 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

644 1.6 RHB Capital, Maybank, Kenanga Investment Bank, 
AmInvestment Bank

23 Barwa Bank Qatar Sukuk Euro market 
private placement

605 1.5 National Bank of Abu Dhabi, Standard Chartered Bank

24 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

570 1.4 Standard Chartered Bank, HSBC, Arab Banking, National 
Bank of Abu Dhabi, Dubai Islamic Bank, Sharjah Islamic Bank, 
Emirates NBD

25 Sime Darby Malaysia Sukuk Domestic market 
public issue

535 1.3 Maybank

26 Bank Albilad Saudi 
Arabia

Sukuk Euro market 
private placement

533 1.3 HSBC

27 Sultanate of Oman Oman Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank

27 SIB Sukuk Co III UAE Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank, HSBC, Kuwait Finance House, Arab 
Banking Corporation, Maybank, Dubai Islamic Bank, Emirates 
NBD, QNB Capital, Noor Bank

27 Noor Bank UAE Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank, First Gulf Bank, Dubai Islamic Bank, 
Sharjah Islamic Bank, Citigroup, Emirates NBD, Noor Bank

27 Emirate of Sharjah UAE Sukuk Euro market 
public issue

500 1.2 Bank of Sharjah, HSBC, Barclays, Dubai Islamic Bank, Sharjah 
Islamic Bank, Commerzbank Group

Total 32,157 79
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,402 36 13.3

2 Maybank 4,691 33 11.5

3 Standard Chartered Bank 4,210 23 10.4

4 RHB Capital 3,296 33 8.1

5 HSBC 2,992 20 7.4

6 AmInvestment Bank 2,619 22 6.5

7 Dubai Islamic Bank 1,829 16 4.5

8 JPMorgan 1,598 7 3.9

9 Emirates NBD 1,456 14 3.6

10 National Bank of Abu Dhabi 1,394 9 3.4

11 Citigroup 1,146 6 2.8

12 Deutsche Bank 987 4 2.4

13 Arab Banking Corporation 854 8 2.1

14 Noor Bank 634 8 1.6

15 BNP Paribas 588 2 1.5

16 First Gulf Bank 550 5 1.4

17 Credit Suisse 467 2 1.2

18 National Bank of Kuwait 450 4 1.1

19 Abu Dhabi Islamic Bank 393 3 1.0

20 Hong Leong Financial Group 367 4 0.9

21 Affi  n Investment Bank 365 3 0.9

22 Kenanga Investment Bank 361 5 0.9

23 Natixis 353 2 0.9

23 Gulf International Bank 353 2 0.9

25 OCBC 281 7 0.7

26 DBS 253 3 0.6

27 Sharjah Islamic Bank 226 3 0.6

28 Credit Agricole 223 3 0.6

29 Kuwait Finance House 206 4 0.5

30 Barclays 203 2 0.5

Total 40,638 133 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 3,197 3 29.5
2 Latham & Watkins 2,282 2 21.1
3 Baker & McKenzie 1,365 1 12.6
4 Norton Rose Fulbright 915 1 8.5
5 Cliff ord Chance 758 1 7.0
5 White & Case 758 1 7.0
7 Anjarwalla Collins & Haidermota 172 2 1.6
7 Haidermota & Co 172 2 1.6
7 Lincolns Law Chamber 172 2 1.6
7 Linklaters 172 2 1.6
7 Mohsin Tayebaly & Co 172 2 1.6
7 Pinsent Masons 172 2 1.6
7 Riaalaw 172 2 1.6

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 China Development Bank 821 2 9.0
2 Al Rajhi Capital 663 2 7.2
3 Banque Saudi Fransi 579 4 6.3
4 Alinma Bank 550 2 6.0
5 HSBC 497 3 5.4
5 Samba Capital & Investment 

Management
497 3 5.4

7 National Commercial Bank 491 3 5.4
8 Mitsubishi UFJ Financial Group 377 3 4.1
9 Aga Khan Fund for Economic 

Development
354 2 3.9

10 Standard Chartered Bank 329 3 3.6

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

23.8

15.6

0.3

0.2

Malaysian ringgit

US dollar

Indonesian rupiah

Kuwaiti dinar

Qatar

19.3

1.5

2.2

2.7

4.3

6.8

1.2

Malaysia

Saudi Arabia

UAE

Bahrain

Kuwait

Indonesia

Finance

Utility & Energy
Telecommunications

Government
Transportation

Other

9%

10%

4%

43%

11%

23%

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 4Q3Q2Q1Q 3Q2Q1Q4Q3Q2Q1Q4Q3Q2Q
2011 2012 2013 2014 2015 2016

0
100
200
300
400
500
600

0
2
4
6
8

10
12
14
16
18

US$mUS$bn
Non-US$ US$



45© 14th December 2016

DEALOGIC 
LEAGUE TABLES

Top Islamic Finance Related Financing Mandated Lead Arrangers 
Ranking                                                                                          12 Months

Mandated Lead Arranger US$ (mln) No %
1 Samba Capital 969 5 6.7

2 Banque Saudi Fransi 939 4 6.5

3 Saudi National Commercial Bank 933 4 6.4

4 Abu Dhabi Islamic Bank 739 6 5.1

5 Dubai Islamic Bank 684 9 4.7

6 China Development Bank 621 1 4.3

7 Emirates NBD 615 7 4.2

8 SABB 559 5 3.8

9 Noor Bank 545 8 3.8

10 Mashreqbank 489 5 3.4

11 Al Rajhi Capital 366 2 2.5

12 Standard Chartered Bank 363 6 2.5

13 Union National Bank 345 4 2.4

14 Maybank 338 1 2.3

14 CIMB Group 338 1 2.3

16 Abu Dhabi Commercial Bank 313 4 2.2

17 AKFED 292 2 2.0

18 Alinma Bank 260 2 1.8

19 Riyad Bank 258 2 1.8

20 Arab Banking Corporation 251 4 1.7

21 Credit Agricole 249 3 1.7

22 Bank Albilad 229 1 1.6

23 Al Hilal Bank 225 2 1.6

24 HSBC 208 4 1.4

25 Gulf International Bank 193 3 1.3

26 Natixis 175 3 1.2

27 BBK 174 3 1.2

28 National Bank of Bahrain 159 2 1.1

28 Ahli United Bank 159 2 1.1

30 National Bank of Abu Dhabi 148 3 1.0

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Mashreqbank 1,050 3 13.2

2 Abu Dhabi Islamic Bank 1,006 6 12.6

3 Dubai Islamic Bank 488 4 6.1

4 Emirates NBD 474 3 5.9

5 Noor Bank 421 4 5.3

6 Maybank 338 1 4.2

6 CIMB Group 338 1 4.2

8 Abu Dhabi Commercial Bank 283 1 3.6

9 Arab Banking Corporation 275 4 3.4

10 Saudi National Commercial Bank 267 1 3.3

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 5,406 6 37.2
2 UAE 3,475 15 23.9
3 Pakistan 1,548 3 10.6
4 Bahrain 1,188 2 8.2
5 Malaysia 959 2 6.6
6 Jordan 550 2 3.8
7 Qatar 460 1 3.2
8 India 368 1 2.5
9 Egypt 305 2 2.1
10 Turkey 204 2 1.4

Are your deals listed here?
If you feel that the information within these tables is inaccurate, you may contact 
the following directly:     Mayumi Ohira (Media Relations)
                                            Email: mayumi.ohira@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

20th Sep 2016 Aluminium Bahrain Bahrain 1,500

19th Sep 2016 Saudi Electricity Saudi Arabia 1,333

9th Mar 2016 Dhuruma Electricity Saudi Arabia 1,138

15th Jun 2016 PNB Jersey Malaysia 889

21st Dec 2015 Engro Powergen Pakistan 851

29th Aug 2016 Atlantis The Palm UAE 850

11th Dec 2015 Cititower Malaysia 751

31st Aug 2016 Almarai Saudi Arabia 600
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FEBRUARY 2017

22nd KL Awards Dinner Kuala Lumpur, 
Malaysia

27th Iran Dialogue Tehran, Iran

28th Dubai Awards Dinner Dubai, the UAE

MARCH 2017

6th IFN Oman Forum Muscat, Oman

8th IFN Jordan Dialogue Amman, Jordan

14th CIS Forum Astana, Kazakhstan

22nd China OIC Forum Beijing, China

28th IFN Morocco Forum Casablanca, Morocco

APRIL 2017

10th – 11th IFN Asia Forum Kuala Lumpur, 
Malaysia

12th IFN FinTech Forum Kuala Lumpur, 
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MAY 2017
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JULY 2017
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16th Sovereign Sukuk Dialogue Washington DC, the 
US

18th IFN US Forum New York, the US

TBC IFN Pakistan Forum Lahore, Pakistan

NOVEMBER 2017
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