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One step closer to unity: The long road
to standardization
Last week saw AAOIFI announce
the long-awaited draft of its new
governance standard for centralized
Shariah boards, taking the industry one
step closer to a standardized approach.
As calls for consistency mount across
the board, LAUREN MCAUGHTRY
looks at what the benefits could really
be of our inexorable drift toward
homogeneity… and what we might be
sacrificing along the way.

The reasons why
There are loud and perennial arguments
for standardization across Islamic
financial services, which have increased
in volume as the industry grows and
which are to be found in markets across
the world. But what does standardization
really mean — and why do we need it?
“Everyone can point out the faults of the
current system, but we need to clarify
what is needed before we can correct it,”
points out Bashar Al Natoor, the global
head of Islamic finance at Fitch Ratings,
speaking to IFN. “Standardization is
a very broad word — are we talking
about Shariah compliance, or legal
enforceability? Are we looking at
standardization within a country, or
harmonization across international
markets? The Shariah aspect and
regulatory aspects are very diﬀerent.
And the third element is that each party

2016

and stakeholder must know its rights and
obligations under the transaction, and
that is essential.”
This is a key point, and one that can
often get lost in the uproar surrounding
the issue. There is a big diﬀerence
between international and domestic
standardization, and between Shariah
and legal compliance. International
bodies can implement standards,
but their influence is determined
by whether they are acceptable and
enforceable across markets. Countrylevel standardization is a diﬀerent issue,
and one that is more easily defined
and applied. It is this area in which we
have seen the most progress — and this
challenge that AAOIFI is attempting to
address through its new draft.

The case for
centralization
The principal argument
is that a centralized
national structure for
Shariah governance will
have a positive impact
on the development
of the domestic
Islamic finance
industry
through the
harmonization
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of practices across Islamic institutions,
and the consequent strengthening of
corporate governance. This should in
theory widen the appeal of and increase
consumer appetite for Shariah compliant
products.
But how would the institutions
themselves respond? “A centralized
authority might be seen as a limiting
influence for some banks and a liberating
influence for others,” warned Bashar.
Islamic banks traditionally have used
their own internal Shariah boards,
using scholars to rule on what is and
is not permissible. This has thrown up
its own problems — concerns around
the impartiality and remuneration of
scholars, concerns over potential conflicts
of interest between boards, concerns over
the rigor and regulation of the products
themselves, and issues between
institutions and for their investors
when practices diverge.
And of course, the nature of
competition does not always
work in favor of compliance.
What happens when one bank
approves a product that
another has ruled Haram?
If the product is cheap
and appealing, will that
continued on page 3
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Iranian government issues
IRR3 trillion (US$92.52
million)-worth of domestic
Sukuk
Sunway Treasury Sukuk
issues 183rd Islamic
commercial papers
UEM Sunrise raises RM100
million (US$22.53 million)
through Islamic commercial
papers
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Sudan’s finance minister
calls on Abu Dhabi Islamic
Bank to expand banking
activities in the country
Abu Dhabi Islamic Bank to
provide US$150 million to
Banque Misr to help boost
dollar resources
Jaiz Bank debuts on
Nigerian Stock Exchange;
lists 29.46 billion shares
EthisCrowd launches
new version of its Shariah
compliant crowdfunding
platform

Islamic banks in discussion
with Pakistan Mercantile
Exchange to develop
commodity Murabahah
trading platform
Bangladesh Bank inks green
financing deals with Islamic
and conventional banks
Malaysian professional
accounting bodies to
include Islamic finance in
new upcoming competency
framework for accountants
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Al Hilal Global Sukuk
Fund to deliver 3.83%
dividend payout
SHUAA Capital working
on acquisition of a finance
company and three IPOs
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Mellat Insurance to
establish Iran’s second life
insurance company

Takaful Emarat’s net
profit in 2016 rises 47% to
AED15.01 million (US$4.09
million)

Orient Takaful renews
insurance deal for Hilton
hotels in Hurghada and
Alexandria

Jordan Islamic Bank’s
consolidated net profit for
2016 financial year rises to
JOD54 million (US$75.93
million)

Tawuniya to provide
medical insurance services
to employees of Saudi
Arabia Airlines

Bahrain Islamic Bank
realizes BHD8.4 million
(US$21.66 million) net
profit in 2016
QInvest records higher
revenues for 2016 at
QAR416 million (US$114.15
million)
Khaleeji Commercial
Bank’s net profit in 2016
financial year falls to
BHD5.31 million (US$13.98
million)
Islamic Insurance reports
retained earnings of
JOD4.59 million (US$6.46
million) in 2016
Finance House Group’s
total comprehensive income
increases 50% to AED65
million (US$17.69 million)
in 2016

RATINGS
Moody’s upgrades
Indonesia’s outlook to
positive from stable
Fitch aﬃrms Lebanon’s
ratings at ‘B-’ with a stable
outlook
Capital Intelligence aﬃrms
Finance House’s investment
grade credit ratings with a
stable outlook

MOVES
IDB welcomes Dr
Abdulhakim Elwaer as new
group spokesperson
Malaysia Deposit
Insurance Corporation
appoints two new board
members

SHUAA Capital reduces
group loss in 2016 by
30.4% to AED132.5 million
(US$36.06 million)

Fahad Al Shaer to head
Islamic division of
National Bank of Abu
Dhabi-First Gulf Bank
merged entity

Palestine Islamic Bank’s
net profit in 2016 financial
year rises to US$12.6
million

Bank Al Habib appoints
Sohail Abbasi as head of
Islamic banking
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endeavors and eﬀorts to ensure the accuracy of the contents we do not hold out or represent that the respective opinions are
accurate and therefore shall not be held responsible for any inaccuracies. Contents and copyright remain with REDmoney.
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bank benefit from attracting customers
on the basis (some might argue) of lax
Shariah standards? Could the Islamic
windows of conventional banks, or
international banks that oﬀer Shariah
products, benefit from a more relaxed
approach than stricter stand-alone
Islamic banks? The divergent practices
between diﬀerent Islamic institutions
have certainly impeded the development
of a universally accepted set of products
and services and (it could be argued)
may have limited its audience.
These questions and concerns make
a compelling case for a centralized
Shariah body. With an authoritative and
independent Shariah board that is able
to make decisions, pass judgments and
arbitrate disputes at a national level,
much of the current grey area in Islamic
finance (country by country) could be
cleared away: and consumers would be
able to rely on a transparent and coherent
oﬀering across the industry. “A more
standardized industry is, in essence,
a more acceptable industry to more
people,” agreed Bashar.
The centralized model is gaining
popularity, as exemplified by the new
standard from AAOIFI seeking to
enshrine it in international practice.
Malaysia is of course the leading
example, with its Shariah Advisory
Council (SAC) established in 1997 as the
ultimate authority for Islamic finance.
Under the auspices of the central bank,
the SAC “has been given the authority
for the ascertainment of Islamic law
for the purposes of Islamic banking
business, Takaful business, Islamic
financial business, Islamic development
financial business, or any other business,
which is based on Shariah principles
and is supervised and regulated
by Bank Negara Malaysia.” As
the reference body and advisor
to Bank Negara Malaysia on
Shariah matters, the SAC is also
responsible for validating all
Islamic banking and Takaful
products to ensure their
compatibility with Shariah
principles. In 2009, the SAC was
made the sole authoritative
body on Shariah matters.
The boundaries are
clear, the lines are
defined and the
clarity has gone a long
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way toward promoting and supporting
unified market development.
In recent years, increasing numbers
of countries have followed Malaysia’s
example. Indonesia has its own National
Shariah Board (although this is aﬃliated
to its clerical council rather than to the
central bank), as does Pakistan.
Although the GCC has been slower to
follow this example, Oman and Bahrain
established national Shariah boards over
the past year, and the UAE in May 2016
established a national Shariah Authority,
aﬃliated with the central bank, to act as
the regulator and oversee an ongoing
standardization process across the
country’s Islamic institutions. This is
expected to come to fruition this year,
with the publication of unified Shariah
guidelines to standardize Shariah
compliant products within the UAE.
These have been generally welcomed by
practitioners.
“There are diﬀerences within the
institutions [in the UAE] and that creates
uncertainty,” Noor Bank CEO Hussain
Al-Qemzi told Arabian Business last
month. “Uncertainty is not good for
business. We all have to agree to do
things in a set manner, at least in one
country. If this is successful, which I am
sure it will be, it will add a lot of value
and a lot of strength to Islamic banking
and finance.”

The argument against
“Previously, many regulators and
government authorities depended
on the Shariah boards in individual
Islamic banks and financial institutions
to evaluate and decide whether their
products and operations were in
compliance with Shariah
principles and precepts.
To a major extent, this
approach was also followed
by AAOIFI, whereby
after defining the core
principles of Shariah in
[the] form of its Shariah
standards, AAOIFI defined
the governance principles
for individual banks’ Shariah
boards only,” explains
AAOIFI in its latest
draft. “Nevertheless,
some may argue
that this approach
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might have given rise to conflicting
rulings and eventually conflicting
practices and products of Islamic banking
and finance that might have confused
clients and investors; and might in turn
have aﬀected the credibility of Islamic
banking and finance as a whole.”
But credibility is not the only obstacle.

On innovation,
we think that
standardization
would allow Shariah
scholars and
experts to focus
less on recurrent
issues and more on
innovation or new
products
“The main two arguments used by
some market participants against
standardization is to say that first: it is
not achievable; and second, that it will
kill innovation,” explained Mohamed
Damak, the global head of Islamic
finance for S&P, to IFN. “We disagree
with both arguments and we believe that
not only standardization is achievable
but also it will spur innovation.”
So what are the real barriers? On the
legal side, there is little argument —
standardization is achievable. “To
some extent, the market has managed
to achieve a degree of standardization
already,” pointed out Mohamed. “If
you compare the legal documentation
of the Sukuk issued by Luxembourg
and the Sukuk issued by South Africa,
you will see that it is almost identical.
What the market is lacking today is a set
of standard legal documentation that
issuers can use directly to structure their
Sukuk.”
This is where the problem lies — and
the primary argument against structural
standardization — the stifling of
continued on page 4
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innovation through the harmonization of
contracts. But is this really the case?

The diversity
of opinion that
is allowed under
Shariah is one thing.
But standards in
regulatory and legal
terminology that
describe the rights
and obligations of
stakeholders under
all circumstances
is something the
industry urgently
needs
“On innovation, we think that
standardization would allow Shariah
scholars and experts to focus less on
recurrent issues and more on innovation
or new products,” suggests Mohamed.

The importance of innovation
“Diversity of opinion is important, but
for unsecured Sukuk deals I don’t feel
having endless flexibility to replicate
what is a simple unsecured bond risk
profile adds much value to investors
or issuers,” commented Khalid
Howladar, the former head of
Islamic finance at Moody’s and
the managing director and
founder of advisory firm
Acreditus. “Governance is
key and - a bit like the rating
agencies — the conflicts need
to be examined and managed,
and the relevant central bank or
capital markets authority is
the party best placed to
ensure this and take
the market to the next
level.”
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Indeed, while innovation is important
there is no evidence that standardization
restricts this progress. “Malaysia is the
most standardized market in the Islamic
finance community and there is a lot of
innovation there, so it clearly does not
have a restrictive impact,” points out
Bashar. “The diversity of opinion that
is allowed under Shariah is one thing.
But standards in regulatory and legal
terminology that describe the rights and
obligations of stakeholders under all
circumstances is something the industry
urgently needs.”
Khalid agrees. “Part of Malaysia’s
ongoing success is the governance and
institutionalization around the important
Fatwa/approval process. For the ‘simple’
unsecured (asset-based) Sukuk market
to grow faster, more eﬃciency and cost
reductions are needed. It is still too
complex for international investors.”
The proof of this is in the pudding –
there is no denying that in their
recent benchmark sovereign debt
issuances, the governments of
nations such as Qatar, Abu
Dhabi and Saudi Arabia have
all ignored the Sukuk market
to tap conventional bonds.
Why else, if not because the
complexity of issuance has
put them oﬀ?
But change could be good
for the corporate market as
well. “Regardless
of the variety of
Sukuk structures,
the [risk and
return] substance
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of over 95% of Islamic issuances is that
of an unsecured bond; I believe there
is still scope for a lot of template-type
transaction/documentation that would
reduce the expense for issuers and more
importantly investors (both time and
money). Others can still issue their own
structures but regulatory endorsement
of a structure, coupled with ‘approved’
documentation, would be a good start,”
said Khalid.

Setting standards
So what can be done to change this?
The AAOIFI standard is a step forward,
but there is still a long way to go – and
support for the standard will, conversely,
determine its own success. “There are
standards on a lot of things, and they
have not all had a significant impact,”
warns Bashar. “The success of the new
standard will depend on its adoption and
implementation by member countries.
Being issued by a cross-border agency
does help with adoption, but it will
only gain momentum through global
acceptance.”
How do we achieve this global
acceptance? At the start of this article, we
discussed the diﬀerence between national
and international standards – but really,
is there such a diﬀerence after all? “The
national level is a first (ambitious) step
to supranational cooperation,” suggests
Khalid.
“In our view, the key to broadening
the Sukuk issuer base and volumes
lies in market education… and higher
standardization of legal documentation
continued on page 5
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and Shariah interpretation,” confirmed
Mohamed.

Part of
Malaysia’s
ongoing success is
the governance and
institutionalization
around the
important Fatwa/
approval process.
For the ‘simple’
unsecured (assetbased) Sukuk
market to grow
faster, more
efϔiciency and cost
reductions are
needed. It is still
too complex for
international
investors
Barriers to acceptance
But there is some way still to go, despite
the recent progress.
“For Sharia interpretation, the industry
is still not yet there because there are
some diﬀerences in interpretation across
the jurisdictions where the industry is
present. For example, the tangibility ratio
(the percentage of real assets in a dual
structure) depends on the jurisdiction
and sometimes who is approving the
transaction. What the market is lacking
today is a set of global standards that
issuers and investors can use as [a]
reference for matters related to Shariah
compliance,” Mohamed said.
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So why is it taking so long?
“Regulators and standard-setting
bodies wanted in a first stage to lay the
foundations for the industry and prepare
it for growth at [the] local/regional level.
This has resulted in the development of
a collection of Islamic finance industries
that are sometimes diﬀerent from
one jurisdiction to another as Shariah
scholars were given some leeway in their
interpretation. Now that the industry
has reached a critical mass in some
core countries and other countries have
started to look at it as an alternative,
standardization has come back to the top
of [the] priority list of standard-setting
bodies,” Mohamed opined.
That explains the recent exposure draft
of the AAOIFI on Central Shariah
Boards, which is certainly a step in what
seems like the right direction. Global
standardization will not only enhance
industry integration but also increase its
appeal to new players, by removing the
complexity related to developing and
adopting Islamic financial products. But
will it make a diﬀerence?

Looking ahead
“The industry has already the necessary
actors to push the standardization
agenda forward,” thinks Mohamed.
“AAOIFI, IFSB and the IDB have played
this role and could play a stronger role
if they are empowered by the local
regulators.”
And of course, countries that do not
have a central Shariah board now,
given the growing global popularity of
Islamic finance, run the risk of placing
themselves at a disadvantage. They
may place themselves at a higher risk of
inconsistency of Shariah interpretation,
or even what has been called ‘Shariah
shopping’ practices whereby issuers
simply work their way through
institutions until they find one who will
oﬀer what they require.
“The risk of being perceived as noncompliant with Shariah could have a
significant impact on an Islamic bank or
on a Sukuk issue, and could lead to
financial diﬃculties or even default,”
warned Mohamed.

AAOIFI Governance
Standard No. 8: Central
Shariah Board
Key points:
• Board members for the first-time
constitution of a central Shariah
board, or first-time reconstitution
after adoption of this standard, will
be appointed by the appointing
authority. For any subsequent
appointment of the central
Shariah board, the appointing
authority shall additionally take
into consideration the rotation
requirements, as well as selfevaluation requirements set up in
line with the requirements of the
AAOIFI standard.
• The appointing authority shall
be responsible for fixing and
paying the remuneration of
the members duly considering
the best practices, as well as
the suitability of remuneration,
with regard to ensuring the
independence of individual
members. The remuneration
payable to all members shall be
equal. Remuneration may be set
up on a retainer basis, time basis or
attendance of meeting basis, or a
combination thereof.
• The term of the board is
recommended to be between three
and five years.
• There shall be a rotation policy
carefully devised by the appointing
authority which shall consider,
among others, maintaining
independence; the continuity of the
board to a reasonable extent; and
the improved level of governance
and self-evaluation of the board.
• The central Shariah board shall
consist of a suﬃcient number of
members to provide diversified
exposure of members and to
enable them to discharge their
functions and duties eﬃciently and
eﬀectively.
• The functions of the board may be
divided in three broad functions
which are: (a) advisory and Fatwa;
(b) regulations; and (c) oversight
and limited supervision.
Source: AAOIFI

5

15th February 2017

IFN REPORTS
Tumbling UAE property prices building opportunities for
Islamic REITs
After years of seemingly absurd high
property prices, the overheated real
estate markets of Dubai and Abu
Dhabi last year plunged into the cold
as the Emirates struggle to adjust to a
new normal of low oil prices and softer
economic growth. Tanking property
prices may have disappointed certain
investors, but it has also opened doors
for the world’s largest Islamic REIT to
expand its business, as VINEETA TAN
finds out.

Plummeting prices
2016 was a tough year for UAE real
estate. In Dubai, residential property
prices fell 5.08% year-on-year in
December 2016, according to real estate
information provider Reidin, dragged
by the sharp decline in both apartment
and villa prices while the Dubai
Residential Property Sales Price Index
tumbled 0.6 points, translating into a
0.21% drop at the end of last year. Abu
Dhabi also suﬀered: villa and apartment
sale prices plummeted 11% year-on-year
while average rents contracted by 5%,
a result of job losses and cuts in public
expenditure, according to real estate
investment specialist JLL. And some
analysts are expecting the property
sector to not do much better in 2017 as
the US dollar maintains its strength and
the market embraces a hike in interest
rates and slower economic expansion.

When one door closes...
This is certainly a dramatic turn of
events for investors who were used to
skyrocketing valuations of properties
just a few years ago, but for a certain
few, the softening of prices was what
they have been waiting for.
“Current market conditions are quite
down now — which is why we decided
to launch our new oﬀering,” Sylvain
Vieujot, the chairman of Equitativa Real
Estate, tells IFN. Equitativa, the manager
of the world’s largest Islamic REIT by
assets, last week rolled out the UAE’s
first Shariah compliant residential REIT
(See IFN Report Vol 14 Issue 6: ‘Shariah
compliant REIT makes further inroads
in the UAE’). “The market before this
was too expensive so we were not keen
in buying properties then; but pricing
has since been rather attractive and we
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want to take advantage of that,” Vieujot
explained.
At the time of the launch, the Residential
REIT has amassed approximately
AED500 million (US$136.11 million)worth of assets and is currently
engaging institutional investors to
further broaden its portfolio; an
IPO is planned for the REIT, which
Vieujot believes will boost traction. In
comparison, NASDAQ Dubai-listed
Emirates REIT boasts a portfolio of
oﬃce buildings, schools and retail
assets worth AED2.8 billion (US$762.2
million).
Targeting five to 10% in returns for the
new REIT and expecting a bulk (60%)
of investments from the local market,
Vieujot admits the next 11 months
would be challenging for the domestic
real estate segment, although that is not
a real issue for Equitativa.
“For us, we don’t launch a REIT for
the short term — we do it over a span
of five to 15 years. I can’t tell if it will
take one or three years for the market to
recover, but that is not a huge concern
for us. What’s important is entering
the market at the right time, and this is
an opportune time indeed,” explained
Vieujot, who is confident that the
Residential REIT will generate mediumterm upside.
In fact, the real estate investment
specialist is already looking at
potentially venturing into diﬀerent
asset classes including hospitality
and logistics, and other jurisdictions,
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although, to Vieujot, it is not the
quantity of REITs that matters, but the
size and performance of each vehicle.

I can’t tell if it
will take one or
three years for the
market to recover,
but that is not a
huge concern for us.
What’s important
is entering the
market at the right
time, and this is an
opportune
time indeed
A relatively new asset class, REITs
(conventional and Islamic) are slow to
take oﬀ in the region – globally there are
fewer than 10 Islamic REITs with a
majority of them domiciled in Malaysia.
The relative youth of the sector along
with complexity in ensuring end-to-end
Shariah compliance for REITs are seen
as the main obstacles to future growth,
although there are promising signs for
development, especially in the GCC
where regulators are aligning
themselves to deepen the financial
markets with REITs.
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Company Focus: Gulf Islamic Investments
This week, DANIAL IDRAKI puts the
spotlight on Gulf Islamic Investments
(GII), a UAE-based financial services
company which focuses on real
estate, private equity, venture capital
and infrastructure. The firm, which
manages US$2.5 billion in assets, saw
a relatively busy period in 2016, from
raising funds for a Silicon Valleybased company, to investing and
acquiring properties in the western
hemisphere.

poster child of the type of investment
opportunities we like to have in our
portfolio and oﬀer to our esteemed
client base. This is a major milestone
and achievement for GII as it is rare to
find pre-IPO opportunities like APTTUS
in our region,” Gupta noted during the
fundraising’s closing. APTTUS is the
fourth company out of Silicon Valley for
which GII has raised funds in the last
two years, bringing the total amount
raised to US$350 million.

Under the leadership of Pankaj
Gupta and Mohammed Al-Hassan,
CEOs and co-founders of GII, the
Emirates Securities and Commodities
Authority-regulated firm has set its
sight on a diverse range of investment
opportunities. GII got 2016 oﬀ to a
great start in the innovation spectrum
when it led a US$11 million in Series
D financing for biometric wearable
company Valencell in March. GII made
the venture via its GII Tech fund, which
focuses on disruptive category creators
within the technology domain based
primarily in the US.

Aside from making strides in the
technology-based arena, GII also
ventured deeper into the real estate
markets of the US and the UK. While
the financial markets were roiled by
the unexpected Brexit vote and the
election of Donald Trump as the US’s
45th president, the property sector in both
countries continued to soar as investors
view it as a buying opportunity. In June,
GII made its first foray into the real estate
sector in the US after it acquired a Class
A commercial building ‘3501 Corporate
Parkway’ in Pennsylvania, via a five-year
Shariah compliant financing deal for
approximately US$48 million.

Later in November, GII led another
round of fundraising to the tune
of US$145 million for APTTUS, a
Silicon Valley-based ‘Quote-to-Cash’
software company. “APTTUS is the

Three months later, the firm invested
GBP100 million (US$125.07 million)
to develop premium residential
apartments in Chelsea, London, making

it the second foray into the UK within a
space of 12 months. “This deal is a part
of our overall commitment of investing
US$1 billion in real estate globally. We
still believe in the UK economy and
its capabilities and potentials. Even
after Brexit, signs show that investors
are eager to continue snapping up UK
residential and commercial properties
with the post-Brexit slide in the
pound,” Mohammed had commented
last year. Just recently, GII appointed
Northacre as the development manager
for a new boutique luxury residential
development in the heart of Chelsea.
With the average price of a UK home
hitting a new record in January this year
due to a shortage of supply, according
to a report by Acadata and LSL, GII’s
foray into the UK could see it reap the
benefit in years to come, riding on an
upward trend of price appreciation.

Promising start to the year for dollar Sukuk market
The dollar Sukuk market is oﬀ to a
good start as it welcomes the world’s
largest senior Sukuk ever by a financial
institution, hot on the heels of the
first African supranational paper with
a sovereign oﬀering expected before
the end of February. VINEETA TAN
writes that this eclipses the dry JanuaryFebruary 2016 period which saw no
dollar Sukuk apart from re-issuances
by the International Islamic Liquidity
Management Corporation (IILM).
Investors this week poured collectively
about US$2.2 billion into Dubai Islamic
Bank (DIB)’s US$1 billion oﬀering — a
demand significant enough to allow
the ‘A’-rated bank to price the five-year
facility at the tightest end of its initial
MS+185bps price thoughts at 3.66%
or MS+170bps. Over 120 orders from
investors worldwide came in after
roadshows in Asia and London.
©

“It is the first time this year that DIB
has accessed the global capital markets
and the overwhelming demand from
investors has enabled us to price inside
DIB’s current yield curve, showcasing the
massive investor interest for DIB paper in
the market,” commented Group CEO Dr
Adnan Chilwan.
Two weeks earlier, Africa Finance
Corporation (AFC) entered the global
Sukuk market for the first time — also
the first of any African supranational —
with a US$150 million paper, 50% more
than what AFC initially intended to raise
following strong global interest (See
IFN Case Study Vol 14 Issue 06: ‘AFC’s
Sukuk — The first from an African
supranational’); state-owned Investment
Corporation of Dubai tapped the dollar
Sukuk market with an upsized US$1
billion 10-year facility in January; and
the Hong Kong government will begin
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meeting investors for its own dollar
Sukuk oﬀering next week, possibly in
the area of US$1 billion (See IFN Report
Vol 14 Issue 07: ‘Hong Kong gears up to
be first dollar sovereign Sukuk issuer of
2017’). This is in addition to the US$1.11
billion short-term paper by the IILM
two weeks into the new year and its
upcoming US$840 million auction on the
15th February. As compared with 2016,
January only saw one issuance (US$860
million by the IILM) and again only one
in February, also by the IILM.
Analysts are projecting around US$60-65
billion in Sukuk issuances globally this
year, similar to 2016’s levels. But with a
promising start to 2017 and a strong
pipeline (Indonesia, Oman, Kuwait,
Saudi Aramco, Tunisia to name a few)
over the next 11 months, could we see
the sector beat expectations?
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Hong Kong gears up to be ϐirst dollar sovereign Sukuk issuer of
2017
After a hiatus of almost 20 months,
Hong Kong is ready to return to the
international Sukuk market, with its
third sovereign dollar Islamic sale
expected this month, also possibly the
first global sovereign Sukuk oﬀering of
2017. VINEETA TAN reports.
The Hong Kong government began
meeting potential investors across
Asia, the Middle East and Europe on
the 13th February to attract prospective
buyers for its Reg S USD Sukuk. The
roadshow is being arranged by HSBC
and Standard Chartered acting as joint
global coordinators, joint lead managers
and joint bookrunners as well as CIMB
and National Bank of Abu Dhabi as joint
lead managers and joint bookrunners.
Based on how well-received its
previous two issuances were, it is
likely that the investment grade paper
by the ‘AAA’ sovereign would also
generate significant interest from
global investors starved of high-quality

grade Shariah notes: its debut US$1
billion Sukuk in 2014 was almost five
times oversubscribed and achieved
the lowest spread for a US dollar bond
in Asia excluding Japan (23bps over
US Treasuries) while its subsequent
oﬀering, also for US$1 billion, received
twice the orders.

The paper
would be
based on a Wakalah
structure and is
likely to be worth
US$1 billion
Hong Kong was part of the sovereign
Sukuk rush of 2014 — a year marked by
unprecedented participation of non-

Muslim jurisdictions, including the UK
and South Africa, in the global Sukuk
landscape (See previous IFN ‘Sukuk
race’ series). However, unlike the other
non-core market contenders, Hong
Kong stood out as being the only one
which followed up with a second sale
the following year (both the issuances
were also markedly larger than the
rest). John Tsang, the then financial
secretary, confirmed in March 2016 that
Hong Kong will again issue Sukuk as
part of its 2016 Budget. Anticipated in
the second half of 2016, the deal was
delayed but looks like it will materialize
in the next few weeks if market
conditions permit.
The government has yet to reveal the
size or structure of its Sukuk —
although IFN understands from sources
involved in the transaction, that the
paper would be based on a Wakalah
structure and is likely to be worth US$1
billion.
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The age-old issue of complexity in Sukuk issuance
While the Islamic finance industry
has made significant strides over
the years in expanding its footprint
and increasing investor awareness
regarding Sukuk instruments, it is still
grappling with the lack of volume, in
comparison to its conventional peers.
Some market players have attributed
the muted Islamic debt volume in
the GCC last year to the decline in
liquidity, but S&P recently refuted
that argument, and their finding points
to an age-old issue, ie complexity
involving: the standardization of legal
documentation, Shariah interpretation
and structuring Sukuk. DANIAL
IDRAKI takes a look at S&P’s latest
report.

We think
that liquidity
shrinkage was not
the main reason
behind the drop in
Sukuk issuance in
the GCC in 2016 and
believe that in 2017
some of the GCC
governments might
look seriously at the
pockets of liquidity
still available
in their Islamic
banking
system
In a report titled ‘Is Sukuk Issuance
Suﬀering From The Liquidity Drop
In Gulf Countries?’, S&P said that
the decision to issue Sukuk or bonds
ultimately lies with the issuer and
depends on many factors, which include
the cost of issuance, the capacity of
the market to absorb the transaction,
the issuer’s target investor base, how
©

Chart 1: Who invests in Sukuk?
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Data is based on 29 Sukuk issued in US dollars during 2014-16.
Source: S&P Global Ratings and Sukuk.com

ready the issuer’s regulatory and legal
environment is for Sukuk issuance, and
the complexity of structuring Islamic
debt.

as well as the growing involvement of
issuers domiciled in other countries,
such as Indonesia, Pakistan and Hong
Kong.

“We think that the latter factor is
one of the main reasons behind the
muted Sukuk issuance in 2016 and
believe that it will continue to weigh
on volumes in 2017. Therefore, we are
of the view that [the] standardization
of legal documentation and Shariah
interpretation is an important milestone
to boosting issuance volumes,” S&P
explained.

“Over the past two years, we have
observed a reduction in liquidity
in GCC banking systems. We have
confirmed our finding by looking at
a representative sample of 16 Islamic
banks in the GCC with total assets
of US$438.5 billion as at the 30th June
2016. Growth in GCC banks’ customer
deposits slowed to 2.4% in the first nine
months of 2016, compared to 5.4% in
2015. We expect this trend will continue
in 2017 and 2018,” S&P noted.

The rating agency further noted that the
liquidity decline in the GCC banking
system does not appear to have been
a main factor in lower Sukuk issuance
over 2016, and, conversely, could
actually indicate an upside for sovereign
Sukuk issuance over the next few years.
“We estimate GCC sovereigns’ financing
needs at around US$275 billion over the
next three years, the majority of which
pertains to Saudi Arabia. We expect
these countries will predominantly use
debt financing, albeit narrowly over
assets, to plug the needs.”
Although Sukuk have gained significant
popularity in recent years, it is still a
local rather than a global capital market
funding instrument and issuers remain
primarily domiciled in Islamic finance
core markets in the GCC and Malaysia,
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Another way to assess the impact of the
liquidity drop in GCC countries is to
look at the oversubscription rates. To
that end, S&P increased its sample to 42
Sukuk issued in US dollars over 2014-16,
and the results show that on average,
Sukuk issuers were oﬀered 2.9 times the
amount of the money they asked for in
2016. This ratio dropped from 3.3 times
and 3.9 times in 2015 and 2014
respectively. “However, given these
figures, we think that liquidity
shrinkage was not the main reason
behind the drop in Sukuk issuance in
the GCC in 2016 and believe that in 2017
some of the GCC governments might
look seriously at the pockets of liquidity
still available in their Islamic banking
system,” S&P aﬃrmed.
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Dubai broadens ϐintech regulatory scope to include (Islamic)
equity crowdfunders
The Dubai Financial Services Authority
(DFSA) is considering subjecting
Shariah compliant equity crowdfunding
(ECF) platforms to the same rules
applied to traditional Islamic financial
institutions as it mulls carving a
new financial service category to
regulate both peer-to-peer lending and
investment crowdfunding activities.
VINEETA TAN takes a look at the latest
initiative.
This is revealed in the regulator’s
latest consultation paper on regulating
crowdfunding platforms in the Dubai
International Financial Center, viewed
by IFN. The consultation, second in
a series of papers to drive its fintech
industry, addresses unique risks tied
to investment-based crowdfunding;
the first paper being on loan-based
crowdfunding, released in January (See
IFN Report Vol 14 Issue 6: ‘Dubai to
regulate Islamic peer-to-peer platforms’).

While the development of the fintech sector
is part of the emirate’s broader vision of
transforming itself into one of the smartest
cities in the world, it is also driven by the
government’s ambition to assist SMEs gain
greater access to much-needed financing.
Aﬃrming that crowdfunding is an
important funding source to the
UAE’s small and medium businesses,
Ian Johnston, CEO of DFSA, shared:
“Our approach remains consistent
for loan-based and investment-based
crowdfunding platforms in its aim to
define a clear structure for the sustainable
development of this industry.”
Under its proposed guidelines, as with
loan-based platforms, ECF operators
will also need to comply with existing
DFSA Islamic Finance Rules, although
the regulator is open alternative Shariah
standard governance measures more
suited to the crowdfunding business

model. Other key suggestions made
include allowing ECF operators the
flexibility to extend a facility assisting
investors to dispose of their investments;
they will however, not be allowed to
manage collective investment funds.
The paper focuses on seven key areas:
customizing a regime for ECF platforms;
putting in place appropriate systems and
controls; ensuring operational
transparency; implementing suitable
checks on issuers and investors;
safeguarding client assets; developing
business cessation plans and allowing the
transfer of securities between investors.

Pakistan’s Modaraba sector makes headway post-regulatory
reforms
Pakistan’s Modaraba (Mudarabah as it
is known in IFN pages) sector has been
witnessing a sustained growth level
in recent times as it benefits from the
Securities and Exchange Commission of
Pakistan (SECP)’s eﬀorts to strengthen
corporate governance, investor
protection and Shariah compliance
by overhauling the regulatory
infrastructure for Modaraba. DANIAL
IDRAKI reports.
According to the SECP, the Modaraba
sector currently has low leverage levels
and healthy dividend payout, due to
the recent regulations put in place by
the regulator, and there are now 25
Modarabas with total assets of PKR38.8
billion (US$365.14 million) and profits
of PKR1.18 billion (US$11.1 million) as
at the 30th June 2016. As the sector is
being pushed to promote the Islamic
modes of doing business, the income
of a Modaraba is exempt from tax if it
distributes 90% of its profits, and the
majority of Modaraba players in Pakistan
regularly distribute its earnings to
certificate holders.
©

Despite its commendable progress,
however, one of the main challenges
that the sector has to deal with is the
fact that it is concentrated in a few
large cities, making access to Modaraba
limited and not inclusive for Pakistan’s
approximately 182 million people. The
SECP had previously advised Modaraba
players to increase their outreach to
smaller cities and towns for greater
financial inclusion, with the SME and
Halal food segments being recognized
as potential growth opportunities for the
sector.
Aside from the two regulatory reforms
last year, the SECP is also working on
amending the Modaraba Companies
and Modaraba (Floatation and Control)
Ordinance, 1980, as the regulator
continues to promote Islamic financial
services in the country. The amendments
include making the appointment of
Shariah advisors mandatory, making
the Shariah advisor’s report as part
of the annual audited accounts of the
Modaraba, the prohibition of the use
of the word ‘Modaraba’ or any of its
derivatives by any person other than a
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Modaraba company and the prohibition
on deposit-raising by a Modaraba.
In March last year, the SECP initiated
enforcement actions against 13
Modarabas it found to have an
unsatisfactory track record, after it
carried out a comprehensive financial
review on 28 Modarabas in the country
to identify non-performing entities.
The Modaraba scam that aﬀected the
sector was caused by unregulated
elements that were not subject to the
checks and balances applicable to the
formal sector, and the regulator has been
making significant strides to weed out
underperforming Modarabas to protect
the interest of certificate holders.
Pakistan’s Modaraba sector began in 1980
and includes a wide range of Shariah
compliant businesses, such as leasing,
manufacturing, trading and financial
services, and the SECP believes that it
will not only provide greater avenues for
investment in Shariah compliant
products, but also facilitate the
development of the country’s Islamic
debt and equity market.
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Sovereign Sukuk: A hectic week in Southeast Asia and the
Middle East…and some delays
While the sovereign Sukuk market
witnessed a hectic week with
announcements from regular issuers,
there was disappointment from the
Middle East and North Africa, as both
Egypt and Saudi Arabia have decided
to postpone their sovereign issuances
slated for this year, albeit for diﬀerent
reasons. DANIAL IDRAKI brings you
the usual roundups in the sovereign
Islamic debt markets.

Upcoming sovereign Sukuk
Country

Amount

Expected date

Saudi Arabia

TBA

2017

Morocco

TBA

First half 2017

Bahrain

TBA

First quarter 2017

Oman

US$2 billion

TBA

Iran

IRR60 trillion

2017

Nigeria

TBA

First quarter 2017

Egypt

TBA

TBA

Kazakhstan

TBA

2017

Kenya

TBA

2017

South Africa

TBA

2017

Bangladesh

TBA

TBA

Malaysia

Hong Kong

US$500 million to US$1 billion TBA

The government of Malaysia will issue
a GII Murabahah facility on the 15th
February 2017. The issuance, maturing
on the 15th August 2024, is worth RM4
billion (US$900.64 million). BNM may
purchase up to 10% of the issuance size.

Ningxia Hui Autonomous
Region

US$1.5 billion

TBA

Niger

XOF150 billion

TBA

Luxembourg

TBA

TBA

Tunisia

US$500 million

TBA

The UAE

TBA

TBA

Shandong Province

CNY30 billion

TBA

Sindh Province

US$200 million

TBA

Kuwait

KWD5 billion

TBA

The Maldives

TBA

TBA

Sri Lanka

US$1 billion

TBA

Germany

US$1 billion

TBA

Indonesia
The government of Indonesia sold a
total of IDR7.57 trillion (US$567.75
million)-worth of sovereign Sukuk
(SPN-S 08082017 and four project-based
Sukuk series) on the 7th February to
finance the 2017 State Budget. Total
incoming bids for the five series oﬀered
were IDR19.36 trillion (US$1.45 billion).

Bahrain
The Central Bank of Bahrain (CBB)’s
Sukuk Ijarah issuance has been
subscribed by 117%, according to a press
release. The issuance, which began on
the 9th February and matures on the
10th August, received subscriptions
worth BHD30.45 million (US$78.52
million). The expected return of the
issue is 2.37%. This is issue No 138
(BH00088A81B9) of the short-term
Sukuk Ijarah series.

Iran
The government of Iran has issued
domestic Sukuk worth IRR3 trillion
(US$92.52 million) at the over-thecounter Iran Fara Bourse to pay its
debts to the Ministry of Education and
those accumulated over the public
health insurance scheme, Securities
and Exchange News Agency reported.
The Ministry of Economic Aﬀairs and
Finance issued IRR2 trillion (US$61.68
million)-worth of Sukuk Ijarah, while
the Ministry of Cooperatives, Labor
and Social Welfare issued IRR1 trillion
(US$30.84 million)-worth of Sukuk
©

Murabahah. The four-year Islamic
bonds pay a nominal rate of 20% every
six months and are priced at IRR1
million (US$30.84) each.

gap was covered by an IMF loan and
international bonds, the government
decided to postpone the issuance.

Saudi Arabia

Egypt
Egypt has postponed its issuance of a
US$1 million sovereign Sukuk facility
to the fiscal year of 2017-18, according
to Mubasher quoting Mohamed Meit,
the country’s deputy finance minister
for the public treasury. The Sukuk
facility was initially planned to be
issued in 2017 to plug the country’s
financial deficit but as the financial
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Saudi Arabia’s plan to sell Sukuk in the
first quarter have stalled after the head
of the country’s debt management oﬃce,
Fahad Al Said, returned to Saudi British
Bank in January following his
secondment to the Ministry of Finance,
according to Bloomberg. Fahad helped
Saudi Arabia raise US$17.5 billion in
October last year.
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India: One step forward, two steps back
One year ago, the future for Islamic banking in India sparkled under the outward-looking leadership of Narendra
Modi and the central bank governorship of Dr Raghuram Rajan, an ardent Islamic finance advocate; however,
prospects began to grow dimmer especially after Dr Rajan’s departure as the head of the apex bank. VINEETA
TAN takes a bird’s-eye view of recent Islamic banking developments in the Hindu-majority nation struggling to
embrace religion-based finance.

Regulatory landscape
Held back by the absence of an
enabling regulatory infrastructure,
Islamic finance enthusiasts saw light
at the end of the tunnel when the
Reserve Bank of India (RBI) made a
quiet (but bold) move to introduce
Islamic banking into the country: In
August 2016, just weeks before Dr
Rajan stepped down as governor, the
RBI proposed for the government to
explore ‘non-interest’ banking options
in order to boost financial inclusion.
The proposal, which included utilizing
‘specialized non-interest windows’,
however, was met with strong political
and religious resistance, even before
the recommendations could make it to
parliament for proper deliberation. In
December 2016, the finance ministry
rejected the idea of Islamic banking
labeling it as “not relevant” to the
nation’s financial inclusion agenda
which it said is well supported by other
government initiatives. This rejection has
brought a huge question mark over the
future of India’s Islamic finance industry.

branches of the bank expected to have a
separate counter for such services.
There were hopes for the establishment
of an Islamic bank in India: the IDB
earlier in 2016 confirmed intentions
to open an Islamic bank; state-owned
Jammu and Kashmir Bank last October
vocalized plans to set up an Islamic
window, although those plans now hang
in the air as regulatory approval could
prove challenging.
There are several projects in India that
could benefit from Islamic finance in
the near to medium term. For example,
the Export Import Bank of India will
receive US$100 million from the Islamic
Corporation for the Development of
the Private Sector to facilitate exports
into IDB member countries, while
the IDB along with the Saudi Fund
for Development and the Japanese
government in 2016 expressed keen
interest in financing the construction of
the Turkmenistan-Afghanistan-PakistanIndia gas pipeline project.

Capital market

Banking and ϐinance
Shariah banking is mostly being
extended through non-banking financial
institutions (NBFI): Cheraman Financial
Services (CFSL) was the country’s first
Islamic NBFI (established 2013), followed
by Taqwa Credit Cooperative (2015)
which in January 2017 introduced six
new products and services. While CFSL
(and its sister companies) has yet to turn
a profit, it is worth noting that the firm
has been doing progressively better every
year (see Table 1). In September 2016,
Lokmangal Cooperative Bank introduced
Shariah banking services, with all nine

There are two Islamic indexes in India:
the S&P BSE 500 Shariah and the S&P
BSE Shariah 50 as well as several Islamic
funds such as the Tata Ethical Fund,
Taurus Ethical Fund and GS Shariah
BeES.
In 2016, Secura Investment Management
(India) launched its third Shariah
compliant investment fund, the Secura
India Realty AIF 1, which will invest
in privately identified realty and
development projects. The seven-year
close-ended fund is registered with the
Securities and Exchange Board of India.

Table 1: 2016 financial performance of Cheraman Group and its subsidiary (in INR)
Net profit as at the 31st March
2016

Net profit as at the 31st March
2015

CFSL

(5.64 million)

(8.87 million)

Cheraman Infrastructure

(1.13 million)

(1.72 million)

Cheraman Funds
Management

(519,901)

(4.39 million)

Source: Respective 2015/2016 annual reports
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Waqf
Waqf is a huge growth area for India;
rampant corruption and bureaucracy
ineﬃciencies, however, are arresting
potential development of this nascent
sector worth INR1.2 billion (US$17.9
million), according to some estimates.
The Union Ministry of Minority Aﬀairs,
however, plans to develop prime Waqf
land for commercial purposes in order to
generate revenue to fund welfare projects
for the Muslim community. In September
2016, Mukhtar Abbas Naqvi, the union
minister for minority aﬀairs, was quoted
as saying that over 2,000 such Waqf
properties that can be made into mixeduse commercial complexes which can
partly house both educational as well as
commercial establishments have been
identified. The ministry is digitizing all
land records of Waqf properties to thwart
encroachers, hoping to complete it this
year.

Fintech
In 2016, a team of IT engineers and
economic experts conceived an e-currency
system for Islamic banking by creating an
income cycle with the capacity to rotate
itself ad infinitum. It is designed as an
electronic currency machine for banking
through the digitization of money and can
be used for interest-free transactions, risksharing, asset and service backing and
contractual certainty, enabling banks to
use their reserves without any limitation
for any number of times.

Outlook
Despite massive potential aﬀorded by its
large Muslim population (approximately
180 million), there is no denying that
India is a diﬃcult market to penetrate as
common misconceptions about Islamic
finance continue to pervade the psyche of
society. Religious sentiments are often
politicized to the detriment of the sector,
and until the government as a collective
entity is willing to learn, objectively
evaluate and explore such opportunities,
it will be diﬃcult to implement critical
regulatory architecture and dispel
negative perceptions about Shariah
compliant finance.
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Alternative investments in Islamic ϐinance
It has been a challenging year for some alternative investments, as turbulent markets and low oil prices send
investors scurrying for safe havens. However, other alternative asset classes such as gold funds and real estate
have gained traction from this volatility. DANIAL IDRAKI takes a look at the latest news in the Islamic
alternative investment space.

Private equity and venture
capital
In Malaysia, Malaysia Venture Capital
Management (MAVCAP) signed an
MoU with Silicon Valley-based Elixir
Capital in December last year 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, confirmed with
IFN that the new Islamic fund will make
allocation available for start-ups in OIC
countries, with Malaysia and Indonesia
being the prime focus, and is looking
to have the first close before the first
half of 2017. Separately, MAVCAP also
signed an MoU with Shanghai-based
venture capital firm Gobi Partners for
the establishment of the ASEAN Growth
Fund, targeting up to US$200 million.
Gobi Partners, for its part, had
introduced a new business segment for
Islamic ventures in September, known as
TaqwaTech, in Malaysia in a bid to oﬀer
entrepreneurs the opportunity to tap the
large Muslim population in the region.
Thomas Tsao, the managing partner and
co-founder of Gobi Partners, said that
there is a growing number of businesses
in fashion, travel and food that could be
categorized in this segment.
Islamic private equity firm Gulf Islamic
Investments (GII), meanwhile, closed a
US$145 million fundraising for Apttus, a
category-defining quote-to-cash software
company based in San Mateo, California
with global oﬃces, in November. This is
the fourth company out of Silicon Valley
for which GII has raised funds in the
last two years, bringing the total amount
raised to US$350 million.

Mini bonds
Italian law firm Nctm Studio Legale is
working on the adaptation of existing
mini-bond legislation to include Islamic
contracts, and in February last year hired
the Shariyah Review Bureau to develop
and certify a Shariah compliant product.
Stefano Padovani, a partner and the
head of banking and finance at Milanbased Nctm, said that they are working
©

from what they already have in the law
and are making a little bit of reverse
engineering in order to combine it with
Islamic finance techniques.

REIT
Over in the real estate sector, REITs
have been picking up pace in the Gulf
region, and Bahrain-based Eskan Bank
opened up its IPO subscription for its
Shariah compliant REIT in December
2016. The BHD14.4 million (US$37.89
million) oﬀering represents 72.9% of
the trust’s total size of BHD19.8 million
(US$51.06 million), and the fund has a
target of 6.5% in net distributable income
payable semi-annually, and is reserved
for Bahraini and GCC nationals, with
a minimum subscription of BHD500
(US$1,289.36).
Furthermore, the UAE welcomed the
country’s first-ever Shariah compliant
residential REIT with the launch of
the Residential REIT by Equitativa, in
partnership with Al Hamra Real Estate
Development and National Bonds, in
February this year. The latest initiative
is only the second REIT in the UAE after
the launch of the Emirates REIT in 2010,
the country’s first regulated Shariah
compliant REIT. IFN has also learned
that Jakarta-based Cipta Dana is looking
at launching a Shariah REIT this year.
Islamic REITs are also seeing some
progress on the regulatory side. In Oman,
the Capital Market Authority is finalizing
its new draft Real Estate Investment
Trust (REIT) Fund Regulation, which is
benchmarked against international best
practices. Over in Indonesia, Otoritas
Jasa Keuangan is finalizing the rules
on Islamic REITs and in order to make
the asset class more attractive, the
government is considering providing a
tax incentive for Islamic REITs equal to
conventional REITs as included in the
ninth economic policy package launched
in March 2015.

ETF
In Qatar, Masraf Al Rayan said in
July 2016 that it will introduce a new
investment fund before the end of this
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year known as the Tradable Investment
Fund ETF, which will be dealing in
equities listed on the Qatar Stock
Exchange (QSE) that are compatible with
the provisions of Shariah based on the
Al Rayan Islamic Index. The investment
fund will be rolled out in coordination
with the QSE and Qatar Financial Market
Authority. IFN also understands that
Malaysia’s i-VCAP is planning a US
dollar Islamic ETF.

Gold
Perhaps one of the most exciting
developments in the Islamic finance
industry in recent times is the Shariah
standard on gold that was launched by
AAOIFI and the World Gold Council at
the end of 2016. The latest standard deals
with the Shariah rulings for gold in its
various forms and categories, the Shariah
parameters for gold transactions and the
rulings for gold-based financial products
in institutions.
Following the announcement, a number
of industry players wasted no time
in leveraging the new standard by
oﬀering gold-related products. French
Takaful specialist SAAFI launched
a physical gold investment product,
known as the Gold Dinar savings plan,
in collaboration with INAIA. In Ireland,
longtimer GoldCore has begun work on
engineering a Muslim-friendly solution,
with plans to bring it to market by the
first quarter of 2017.
Canadian firm Goldmoney broadened
the appeal of its oﬀerings by gaining a
Shariah certification for its suite of
products, allowing religious-conscious
investors to purchase, save and transact
in gold on the Goldmoney platform,
while the Singapore Stock Exchange’s
Kilobar Gold Contract was certified as
Shariah compliant by Amanie Advisors.
Kuala Lumpur-based fintech firm
HelloGold confirmed that it is expanding
its reach beyond Malaysia to include
other ASEAN markets in the second half
of 2017 after it became the first online
gold platform to be endorsed as Shariah
compliant by Amanie Advisors.
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ICD’s trust certiϐicates: GCC’s ϐirst corporate Sukuk
of the year
The Investment Corporation of Dubai
(ICD) recently issued its US$1 billion
Regulation S trust certificates. The
first GCC Sukuk of the year, the
transaction was a jubilant one as it
was more than thrice oversubscribed.
Speaking to Standard Chartered,
one of the joint lead managers and
joint bookrunners of this successful
issuance, DURGAHYENI MOHGANA
SELVAM has the exclusive.
The deal was a mixture of Ijarah and
Murabahah, also the first of its kind for
2017. The issuance, with a 10-year tenor,
called for more flexible asset utilization,
as the ICD’s original Sukuk program
was based on a sale and leaseback
structure wherein an entire issuance
amount was supported by tangible
assets.

Having
London as a
special focus of the
meeting series
paid off
“Standard Chartered advised [the]
ICD to update the Sukuk structure
to build an ‘asset-light’ component
into its existing Sukuk program. The
structure was updated to incorporate
a commodity Murabahah component,
thereby reducing the reliance on
tangible assets to a minimum of 51%
and the remaining 49% to be structured
as a commodity Murabahah,” the bank
said.
This innovation resulted in the ICD
being able to utilize its asset base more
eﬃciently for future transactions in the
Sukuk market.
The bank also came up with a
comprehensive marketing strategy
to lure traﬃc and update investors
following the ICD’s debut Sukuk
in May 2014. The strategy included
investor meetings in various regions and
countries. The meetings were held for a
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day each in Hong Kong, Singapore and
Dubai; and two days in London.
Having London as a special focus
of the meeting series paid oﬀ as it
ensured strong engagement and vivid
participation from European accounts.
The transaction also piqued interest and
steady demands from both European
and Asian markets proving that the
arrangement was indeed eﬃcient and also
responsible for the success of the issuance.
With the structure and strategy as sound
pillars for the transaction, it came as no
surprise that the issuance met demands
and exceeded expectations.
“The final pricing of 265bps came in
25bps tighter than the initial price
thoughts, a significant move for an
unrated government-related entity
corporate issuer. More importantly,
the pricing came inside [the] ICD’s
existing US dollar curve with no new
issue premium. The orderbook closed at
US$3.1 billion; 3.1 times oversubscribed
with participation from more than 150
accounts,” quipped the bank.
The unique deal is also the largest
quantum raised by an unrated corporate
transaction from the GCC since 2013 and
the first corporate deal from the region
in 2017.
The strategic relationship between
Standard Chartered and the ICD goes
back to a number of successful deals and
transactions. The bank has supported
the ICD through various financing
solutions including a dual-tranche, sixyear US$700 million Sukuk issuance.
The bank also supports the ICD’s
portfolio companies such as Emirates
and flydubai among others.
The ICD’s latest Sukuk transaction
comes as a milestone for the bank as it
showcased the bank’s ability to bring an
unrated issuer to the market and achieve
a strong international orderbook for
long-term funding. “The impact of [the]
ICD’s Sukuk on the market is already
evident, with several other corporate
issuers contacting Standard Chartered
for advice on accessing the market
successfully,” the bank commented.
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Investment Corporation of Dubai
— Sukuk Issue
US$1 billion

January 2017

Issuer

ICD Sukuk Company

Obligor

Investment Corporation
of Dubai

Size of issue

US$1 billion

Mode of issue

Regulation S trust
certificates

Purpose

General corporate
purposes

Tenor

10 years

Issuance price

99.57%

Profit rate

5%

Payment

Fixed rate payable semiannually

Currency

US dollar

Maturity date

1st February 2027

Joint lead
manager(s) and
bookrunners

Citigroup, Dubai Islamic
Bank, Emirates NBD
Capital, HSBC, JPMorgan,
National Bank of Abu
Dhabi and Standard
Chartered Bank

Governing law

English and UAE law

Legal advisor(s)/ Allen & Overy, Maples
counsel
and Calder (Dubai),
White & Case
Listing

Irish Stock Exchange and
NASDAQ Dubai

Underlying
assets

Real estate/commodity
Murabahah

Shariah
advisor(s)

Dar Al Shariah, Shariah
board/committee of
relevant arranger

Structure

Ijarah/commodity
Murabahah

Tradability

Tradable

Investor
breakdown

Middle East (58%),
Europe (26%), Asia (15%)
and others (1%)

Face value/
minimum
investment

US$1,000/US$200,000
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Reϐlection and focus
By Daud Vicary, the president and CEO
of the International Center of Education
in Islamic Finance (INCEIF), The Global
University of Islamic Finance.
It is good to be back again this month
after a brief private visit to the UK,
which gave me a little time to reflect on
the year ahead and the need to focus on
some key areas.
There is no doubt in my mind that
my well-worn phrase of ‘Education,
Perception and Liquidity’ holds as
true today as it did when compared
with when I first started using it over a
decade ago!

It goes
without
saying that liquidity
is the lifeblood of
any industry. We
must make every
effort to ensure that
we get the money
to where it is most
needed. This will
ensure that we
gain the maximum
impact for the
real economy
Education still persists as a vital area.
It is not just a case of building the
knowledge, but applying it as well. We
have come a long way in the last decade
or so, but in the greater scheme of things
we are still a young industry.
In order to develop and show some
signs of increasing maturity, it is
absolutely vital that research and
education are applied in nature. This
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means closer interaction
with industry. By that I
mean not just the Islamic
financial institutions
but also the adjoining
industries in the
Islamic economy
that relate to
women, youth,
entrepreneurship
and SMEs.
It is essential, in
my view, that
we ensure that
Islamic finance
is applied in all
these areas as well
as make a strong case
to demonstrate that
Islamic finance is indeed
both responsible and
ethical finance.
Perception remains one
of the trickiest issues to
tackle. No doubt the
environment will
remain tough and
challenging during
2017 and it will not be
for the faint-hearted.

and clear communication
on the subject matter
to ensure that we
are speaking to the
listening audience.
Make no mistake,
the more that we can
focus on getting this
right, the better things
will be for all. My
advice is to keep it
simple.
It goes without
saying that liquidity
is the lifeblood of
any industry. We must
make every eﬀort to
ensure that we get the
money to where it is most
needed. This will ensure
that we gain the maximum
impact for the real economy.
2017 will be challenging;
however, with focus and
clarity, we can all make
a diﬀerence. As
always, there is much
to do and not a moment
to lose.

However, we must all recognize
that we need to have focused
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SO SAYS HUSSAIN

Donald Trump and Islamic ϐinance
By Hussain Kureshi, CEO of Millennia
Global Research House. He can be contacted
at husseinkureshi@gmail.com.
Donald Trump has done for Islamic
finance what Islamic finance could not
do for itself, ie encourage Muslims to
trade among themselves. The Muslim
ban is not going down well in the
Muslim world for obvious reasons, but
the impact of the ban will not just be
on travel, it will also be on capital.
Sovereign wealth funds (SWFs) of the
rich Muslim states like Saudi Arabia,
the UAE, Qatar, Kuwait, Bahrain,
Brunei and Malaysia will have a hard
time convincing its citizens that surplus
funds should be placed in the capital
markets of the US, when that country’s
president is so brazen about his dislike
of Muslims.
SWFs carry political
baggage and that
baggage just got
heavier. It may well
be that more money
will be allocated in
the capital markets of
Europe, into the euro
and the Swiss franc,
or better yet, invested
in the capital markets
or infrastructure
projects within the
Muslim world.
Another obvious outcome
of this ban will be that
the milieu of wealthy
Muslims residing
in the US will think
twice before investing
additional funds or
savings into the US.
There may well be
an outflow of capital,
insignificant for the US
economy but significant for
the Muslim countries whose
citizens have made it big in the
US.
So, a Turkish restaurant owner
in New York may well consider
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investing in Istanbul over Los Angeles,
a Pakistani doctor may consider
investing in a clinic in Karachi and not
Westbury.
Iranians may well now consider
investing in opportunities in Tehran and
not California. Arabs from Egypt may
liquidate their holdings or defer further
investments in the US and consider
putting money in Cairo or Alexandria.
The repercussions of this travel ban will
have considerable influence on Muslims’
holiday travel plans. If you have ever
been in the south of Spain, you would
know that a lot of Moroccans hop over
by ferry. Some Qatari and Kuwaiti
summer boys also show up. However, a
large number of people from Pakistan,
Bangladesh and the Middle East like
to visit New York City. This
will obviously stop. Many
have families there
that they may not be
able to visit so the
next destination
for fun and frolic
could likely be in
the Muslim world.
Turkey, Malaysia
and the UAE are
the only countries
where one can
foresee having a
holiday in. Good
Muslim dollars
should be spent
on Muslims.
It is time, high
time, that
Muslims realize
they will always
be looked at
with suspicion
no matter how
wealthy they
are or how
westernized they
are. We need to
look inwards, and
it is my belief that
Turkey, Malaysia and
the UAE are the best
prepared for inviting
capital, tourists and
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skills to their shores and they should
ramp up opportunities to attract these
from Muslims aﬀected by this ban either
physically or emotionally. This may
also lead to the opening up of investor
residency programs from the wealthy
Muslim countries to attract US citizens
who may not feel as safe in the US as
they once did.

Turkey,
Malaysia
and the UAE are
the best prepared
for inviting capital,
tourists and skills
to their shores and
they should ramp
up opportunities to
attract these from
Muslims affected
by this ban either
physically or
emotionally
Although I do share and sympathize
with those individuals who have been
adversely aﬀected by recent events in
the US, but what I am trying to say is
that from the big picture this is good
for Muslim countries, an opportunity
to unite as an economic entity, a social
entity and abandon the superficial ties
we have and replace them with real ties.
We need each other more than ever.
For me, Islamic finance has always been
about finance for Muslims and I have
never been interested in the JPMorgan
or Goldman Sachs Sukuk issuances or
the Malaysia Battersea financing. I am
interested in Muslims financing
Muslims.
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Kenya making strides
KENYA
By Mona Doshi
Kenya’s Islamic finance market has
witnessed noticeable growth over the
last few years, with several financial
sector institutions looking to provide
Islamic financing or Shariah compliant
options to their customers. Kenya
also has a couple of banks that only
provide Shariah compliant products.
The Islamic finance industry, however,
still remains largely untapped. The
government of Kenya recognizes
the sector’s potential and is working
diligently to create the right regulatory
environment for this sector to thrive.
The following is a snapshot of recent
developments in this sector.
The Insurance (Amendment) Act,
2016 (the Act) came into force on the
13th January 2017. The Act amended
the Insurance Act (Cap 487) and now
formally recognizes Shariah compliant
insurance. The Act introduces Takaful
insurance by widening the definition of
‘insurance business’. In simple terms,
Takaful is a type of insurance where
members or customers contribute
money to a pool to guarantee each other
against loss or damage arising from the
occurrence of insurable risks.
The Act provides for the making of
regulations to provide for the licensing
and supervision by the Insurance
Regulatory Authority of persons
carrying out Takaful insurance business
in Kenya.
In the course of 2016, the government
established a Project Management
Oﬃce that will help regulate the Islamic
financial sector and develop industry

IFN Country Correspondents

awareness and human capital for the
industry.
The government has enlisted the services
of various experts in the field of Islamic
finance to set up a national Shariah
Governance Framework to guarantee
standards and compliance with the
provisions of Islamic law.
On the 14th December 2016, the Council
of the IFSB admitted the Capital Markets
Authority of Kenya as an associate
member. The IFSB is a Malaysia-based
global standard-setting body which
promotes the development of a fair and
transparent Islamic financial services
industry.
This year, Kenya is seeking to join the
57-member Organization of Islamic
Cooperation which will allow it to tap
into financing from the IDB.
It is anticipated that legislative
amendments will be made this year to
enable Kenya to issue its debut sovereign
Sukuk (Islamic bond), following in the
footsteps of other African countries like
South Africa and Senegal.
With all of the aforementioned in the
pipeline, Kenya is moving in the right
direction to fulfill its ambitions of
becoming the Islamic finance hub of East
Africa.
Nairobi will once again host the East
Africa Islamic Economy Summit on the
10th-11th April 2017 organized by GBS
Africa.
Mona Doshi is the senior partner at
Anjarwalla & Khanna. She can be contacted
at mkd@africalegalnetwork.com.

AFGHANISTAN: Manezha Sukhanyar
head of Islamic banking, Maiwand Bank
AUSTRALIA: Christopher Aylward
partner, Finance and Major Transactions, Madison Marcus
Law Firm
BAHRAIN: Dr Hatim El-Tahir
director of Islamic Finance Knowledge Center, Deloitte &
Touche
BANGLADESH: Md Siddiqur Rahman
executive vice president, Islami Bank Bangladesh
BOSNIA HERZEGOVINA: Amer Bukvic
CEO, Bosna Bank International
BRAZIL: Fabio Figuera
partner, Veirano Advogados
CANADA: Jeﬀrey S Graham
partner, Borden Ladner Gervais
EGYPT: Dr Walid Hegazy
managing partner, Hegazy & Associates
FRANCE: Kader Merbouh
head of the Executive Master Islamic Finance department
and the international cooperation oﬃcer, Paris-Dauphine
University
HONG KONG: Wilson Yeung
member, The Taxation Institute of Hong Kong
INDIA: H Jayesh
founder & partner, Juris Corp
INDONESIA: Farouk A Alwyni
CEO, Alwyni International Capital
IRAN: Majid Pireh
Islamic finance expert, Securities & Exchange Organization
of Iran
ITALY: Stefano Padovani
partner & head of banking and finance, NCTM Studio
Legale Associato
KAZAKHSTAN: Timur Rustemov
chairman, Association for Development of Islamic Finance
KENYA: Mona K Doshi
senior partner, Anjarwalla & Khanna Advocates
KOREA: Yong-Jae Chang
partner, Lee & Ko
KUWAIT: Thuwaini Al Thuwaini
executive manager of investments, Warba Bank
MALAYSIA: Ruslena Ramli
head, Islamic finance, RAM Rating
MALDIVES: Aishath Muneeza
deputy minister, Ministry of Islamic Aﬀairs
MALTA: Reuben Buttigieg
president, Malta Institute of Management
MOROCCO: Dr Ahmed Tahiri Jouti
COO, Al Maali Consultancy Group
NEW ZEALAND: Mohamed Nalar
trustee and board member, Awqaf New Zealand
NIGERIA: Auwalu Ado
Shariah auditor, Jaiz Bank
OFFSHORE CENTERS: Manuela Belmontes
partner, Maples & Calder (Dubai)
OMAN: Anthony Coleby
head of corporate commercail, Said Al Shahry Law Oﬃce
PAKISTAN: Muhammad Shoaib Ibrahim
managing director & CEO, First Habib Modaraba
QATAR:Amjad Hussain
partner, K&L Gates
RUSSIA: Dr Ilyas Zaripov
member, Partnership Banking Working Group, Central
Bank of the Russian Federation
SAUDI ARABIA: Nabil Issa
partner, King & Spalding
SINGAPORE: Lim Say Cheong
head of Islamic banking, Maybank Singapore
SOUTH AFRICA: Muhsin Jeena
head of regional business-MENA & SEA, Old Mutual
Investment Group
SRI LANKA: Imruz Kamil
head of Islamic banking, Richard Pieris Arpico Finance
TANZANIA: Yassir Salim Awadhi Masoud
head of Islamic banking and retail banking, National Bank
of Commerce
TUNISIA: Mohamed Araar
general directorate of External Financing and Settlements,
deputy director of Private Financing and International
Relations Department, Central Bank of Tunisia
TURKEY: Ali Ceylan
partner, Baspinar & Partners
UAE: Anita Yadav
senior director, head of fixed income research, Emirates
NBD
IFN Correspondents are experts in their respective fields and
are selected by Islamic Finance news to contribute designated
short country reports. For more information about becoming
an IFN Correspondent please contact sasikala.thiagaraja@
redmoneygroup.com
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Still about the Halal and oil and gas industries
BRAZIL
By Fabio Amaral Figueira
As mentioned in previous reports,
Brazil has a long tradition in the Halal
industry, supplying countries in the
Middle East for decades.
In view of its strong presence in the
segment, BRF decided in 2017 to create
a subsidiary — OneFoods — whose
essential focus is the Halal industry and
BRF is also planning to raise funds for
OneFoods through an IPO.
Still in line with this strategy focused
on the Halal industry, BRF through
OneFoods has acquired, through a
partnership with Qatari sovereign fund
Qatar Investment Authority (QIA), the
company called Banvit, which is the

leader of poultry production in Turkey.
The transaction has an estimated
amount of US$470 million, including
debts totaling US$130 million. The
equity participation in the joint venture
(partnership) would be 60% for BRF and
40% for QIA.
An important aspect to be raised is the
joint venture itself, ie a MENA sovereign
fund becoming a partner of a company
(BRF) with long experience in the Halal
industry. At a time where food security
is a main topic in the economic agendas
of several countries, this joint venture
should not be seen as a major surprise.
In the oil and gas industry, Brazilian
oil and gas company Petrobras in 2015
suspended the construction works of a
refinery called Premium I in the state of
Maranhao in the Brazilian northeastern

region. It has been reported that Brazil,
Iran and India would be evaluating
the possibility of collaborating in
constructing an oil refinery there in
eﬀorts to achieve petrochemical unity.
This would be a major project for
the state of Maranhao, which has a
significant level of poverty.
Iranian authorities in the oil and gas
industry have visited the site twice and,
according to the Iranian ambassador to
Brazil, Iran is interested in the project.
However, a main obstacle for a possible
agreement from an Iranian standpoint
would be the US bank embargo, which
is still in place despite the nuclear deal
signed in 2015.
Fabio Amaral Figueira is a partner at
Veirano Advogados. He can be contacted at
fabio.figueira@veirano.com.br.

Meezan Bank and IFC sign pact to boost SME ϐinancing
PAKISTAN
By Muhammad Shoaib Ibrahim
The International Finance Corporation
(IFC), a member of the World Bank
Group, has signed an advisory
agreement with Meezan Bank (MBL) to
help SMEs access Islamic finance. The
IFC is the largest global development
institution focused on the private
sector in emerging markets.
According to a press release, the
agreement will help MBL to utilize the
IFC’s global expertise to scale up its
SME banking. This will further improve
its supply chain finance program to
meet SME financing needs which is
an innovative way to finance the SME
sector.
MBL is Pakistan’s first and largest
Islamic bank and is a publicly listed
entity. It is one of the fastest-growing
financial institutions in the banking
sector of the country. The bank
provides a comprehensive range of
Islamic banking products and services
through a retail banking network of
more than 550 branches in 143 cities of
the country.
MBL operates strictly under the
principles of Islamic Shariah and is
©

recognized for its product development
capability and Islamic banking research
and advisory services. The bank
provides Shariah compliant banking
services like financing, trade and
deposit-related services to SMEs.
The SME sector is a very important
sector in Pakistan and make a sizeable
contribution to the country’s GDP. This
segment also helps to strengthen the
national economy. Pakistan has a large
population with a huge workforce. The
sector has the advantage of inclusive
growth that infuses deep into the
population and is more resistant to
economic recessionary cycles.
With its population advantage and
benchmarked against higher income
countries, Pakistan’s SMEs certainly
have the potential to contribute
significantly more than their current
share.
Keeping in view the potential of SMEs
in Pakistan and to promote SME
financing in the country, the State
Bank of Pakistan (SBP) has introduced
targets for SME financing for banks/
development financial institutions. The
targets have been set on the basis of
the size of the banks in terms of assets,
branch network, existing SME finance
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portfolio and the capacity of the bank to
achieve the required targets.
Some major targets for SME financing
have also been outlined in the
National Financial Inclusion Strategy
aligned with the SBP’s Vision 2020 for
enhancing access to credit for SMEs. The
partnership with the IFC will help MBL
to further strengthen its footprint in the
SME market as the leading Islamic bank
in the country and expand the reach
of Shariah compliant products to this
critical segment.
The aforementioned agreement is part
of ongoing eﬀorts by the World Bank
Group to boost financial inclusion
globally and achieve universal financial
access by 2020.
Pakistan is a priority country for the
IFC. In the last three years, the IFC has
ramped up its investment and advisory
services work in the country, helping to
support the development of Pakistan’s
private sector.
Muhammad Shoaib Ibrahim is CEO of First
Habib Modaraba. He can be contacted at
Shoaib@habibmodaraba.com.
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Quasi-government Sukuk issuance to bolster domestic market
MALAYSIA

ȱŗǱȱȱęȱȬȱȱȱŘŖŗŜȱǻȱǼ

By Ruslena Ramli
Malaysia Debt Ventures

Large issuances from private and
quasi-government entities have been
driving the Malaysian Sukuk market.
Nonetheless, the quasi-government
sector is likely to play a greater role
in supporting the growth of Sukuk
issuance in 2017. This is underlined
by the decline in the proportion of the
private sector of corporate bonds issued
in 2016 to 61.3% (2015: 76.3%) bringing
the amount to RM52.5 billion (US$11.82
billion) from RM65.9 billion (US$14.83
billion) in 2015.
In contrast, quasi-government issuance
leapt 62% year-on-year to RM33.1 billion
(US$7.45 billion) in 2016, thus raising its
share of corporate bonds from 23.7% to
38.7%. This is attributable to the rise in
the number of new issuers (from seven
entities in 2015 to 11 in 2016) and larger
issues by entities such as DanaInfra
Nasional, Cagamas and Pengurusan
Air SPV. Last year, maiden issues by
two government entities — Perbadanan
Tabung Pendidikan Tinggi Nasional
and Lembaga Pembiayaan Perumahan
Sektor Awam, with respective programs
of up to RM8 billion (US$1.8 billion) and
RM25 billion (US$5.63 billion) — also
contributed to the increase in quasigovernment issuance.
One of the key highlights in Malaysia’s
Budget 2017 is the continued emphasis
on development — to accelerate growth
by focusing on infrastructure projects
(eg new highways, rail links and
rural infrastructure work). Issuance
from the infrastructure and utilities
sector has been a boon to the Sukuk
market; this trend is likely to continue
through 2017. Notably, DanaInfra — an
SPV incorporated by the Malaysian
Ministry of Finance to undertake the
government’s infrastructure projects
— stands among the quasi-government
heavyweights.
DanaInfra established an Islamic
commercial paper/Islamic medium-term
note (ICP/IMTN) program in 2012; this
was upsized to RM46 billion (US$10.35
billion) in 2015, to fund the construction
of the Mass Rapid Transit (MRT)
projects, such as MRT Line 1 and MRT
Line 2, which cost a total of RM60 billion
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(US$13.5 billion) (Malaysia’s Budget
2016). As at the end of December 2016,
DanaInfra had utilized RM29.7 billion
(US$6.68 billion) under this program,
with issuance expected to continue this
year to support the MRT projects. A
new highway project to be funded by
DanaInfra is the Pan Borneo Highway
project in Sarawak, with a RM27 billion
(US$6.08 billion) construction cost. A
RM13 billion (US$2.93 billion) Sukuk
program is currently being finalized
to partially finance this project, with
the balance to be funded via the
government’s development expenditure
budget. We anticipate RM11-12 billion
(US$2.48-2.7 billion) of Sukuk issuance
by DanaInfra in 2017.
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We expect the Sukuk market to remain
healthy this year, with a steady issuance
pipeline from both the corporate and
government sectors. Given the lingering
uncertainties arising from external forces,
however, we have maintained our
projection of corporate issuance at
RM75-RM85 billion (US$16.88-19.13
billion) (Bond Market Monthly
(December 2016), ‘2016 round-up: A year
of yo-yo bond flows’), with quasigovernment entities likely to take center
stage in boosting the domestic Sukuk
market.
Ruslena Ramli is the head of Islamic finance
at RAM Ratings. She can be contacted at
ruslena@ram.com.my.
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Islamic ϐinance and the commercial
property market — key trends,
opportunities and challenges
LAW (EUROPE)
By Shakeel Adli and
Paula Wilson
The UK’s decision in June to leave the
EU and more recently Donald Trump’s
shock US election win surprised
markets throughout the world, causing
many to think twice about their
expectations from the French and
German elections in 2017.
However, despite all this uncertainty,
real estate remains an attractive, and
relatively safe, investment. The initial
uncertainty following the Brexit vote
has largely subsided and London in
particular continues to be viewed as a
safe haven for investors. So it is not all
doom and gloom. In fact, in many areas,
it seems like it is just business as usual.
A major reason for the exponential
growth which Islamic finance has
experienced globally in recent years has
been the application of Shariah compliant
structures to the world of property
finance.
Real estate finance transactions are well
suited to Shariah compliant structures,
particularly Ijarah (lease), because they
satisfy the Shariah requirement that the
subject matter is a valuable, identifiable
and quantifiable asset with utility. The

taking of security (to guard against a
breach of contract) is also approved and
encouraged in Islam. As such, financiers
are protected in the same way as those in
a conventional transaction.
In the UK, commencing from 2003, a
number of changes have been made
to the legislative framework such that
the UK is viewed both domestically
and internationally to be a favorable
jurisdiction for Shariah compliant
transactions. Whether that is the
removal of double taxation on a Shariah
compliant lease or profit payments
under a commodity Murabahah being
treated as equivalent to interest from a
tax perspective, the cumulative eﬀect of
these changes has been overwhelmingly
positive.
More recently, Brexit’s eﬀect on
the pound has been good news for
international real estate investors,
particularly those from the Middle East
whose currencies are pegged against the
dollar. However, it remains to be seen
what impact Brexit (as early as March
2019) and the run-up to Brexit will have
on the UK’s dominant position on Islamic
finance.
Meanwhile, in Germany, the Islamic
commercial property sector is gaining
traction. However, the yields on
German property are not as high as in
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the UK, and the properties generating
the higher yields tend to be in German
cities that may not be familiar to
Islamic investors.
In France, which has Western Europe’s
largest Muslim population, while the
penetration of Islamic finance has not
been as great as in the UK, 2016 did see
some notable growth and innovation.
Paris, in particular, remains a very
attractive market for Shariah compliant
real estate investment and the
expectation is that the growth that France
has seen in recent times will continue
into 2017. However, both France and
Germany have a long way to go if they
are to compete with the UK’s hold on the
Islamic property finance market.
Shakeel Adli is a partner and the head of
Islamic finance at international law firm
CMS. Paula Wilson is an associate in the
same firm. They can be contacted at shakeel.
adli@cms-cmck.com and paula.wilson@cmscmck.com respectively.
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Expectations and reality for mergers and acquisitions in 2017
MERGERS&ACQUISITIONS
By Burak Gencoglu
Confidence and certainty are among
the key issues considered by market
players before carrying out mergers
and acquisitions (M&A). Both
parties of the transaction, whether
from the perspective of the buyer or
seller, should be able to make valid
projections which will aﬀect their
decisions and economic future.
In terms of the first month of 2017, it was
not quite straightforward to say that the
decisions of the world’s economic and
political decision-makers were going to
be predictable and create confidence and
certainty. Although M&A dealmakers
have previously commented that the UK
vote to leave the EU and the election of
Donald Trump as the 45th president of the
US will not have a major eﬀect on M&A
deals in 2017, this may not be the case.
Although these are political moves and
decisions, President Trump’s executive
order to halt travel from seven Muslimmajority countries and the political
and legal conflict in the US may also
have a negative eﬀect especially on the
economic activities in the Islamic finance
sector including M&A activities. Similar
executive orders, as well as legislation,

that directly target Muslim-majority
countries and court orders following
the applications questioning these type
of decisions may create uncertainty
and insecurity for M&A market players
especially in the Islamic finance sector.
In addition to the aforementioned
political environment in the US and
the rest of the world, tightening global
competition law regulations and
enforcement should also be taken into
consideration when evaluating M&A
activities. Competition authorities
in diﬀerent jurisdictions may need
to be satisfied for cross-border
M&A transactions. These additional

requirements will prolong the time for
the procedure to be completed and even
put the completion of the whole process
at risk due to an adverse decision in one
of the jurisdictions.
To conclude, although it may still be too
early to make a definitive judgment,
signs are showing that 2017 is going to be
a diﬃcult year not only for the M&A
market but also for all the global financial
sectors.
Burak Gencoglu is the senior attorney at
GSG Attorneys at Law. He can be contacted
at burak.gencoglu@hotmail.co.uk.
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The Islamic banking environment in Jordan
The Central Bank of Jordan (CBJ) has enforced new instructions on corporate governance for Islamic banks
beginning the 25th September 2016 and the income tax on banks was increased to 35% from 30% as at the 1st
January 2017. The government also proposed an amendment to the Deposit Insurance Act to include deposits in
Islamic banks. JORDAN ISLAMIC BANK explores.
After the enforcement of the Islamic
Sukuk Act Number 30 in 2012, the
National Electric Power Company
issued its first Sukuk on the 23rd May
2016 under the management of the CBJ
using the mode of a Murabahah sale
for purchase order with an amount of
JOD75 million (US$105.48 million)
with a 3.5% annual return for five years.
Then on the 17th October 2016, the
government issued a sovereign Sukuk
facility with an amount of JOD34
million (US$47.82 million) via Ijarah
Muntahiya Bil Tamleek with a 2.9%
annual return for five years.

Islamic financial institutions
Jordan’s banking sector consists of
25 banks, four of which are Islamic –
Jordan Islamic Bank which started its
operations in 1979; Islamic International
Arab Bank in 1996; Jordan Dubai Islamic
Bank in 2010; and Al Rajhi Bank in 2011.
However, the insurance sector consists
of 26 companies, two of which are
Takaful in addition to many financial and
investment companies that operate in
compliance with the provisions of Islamic
Shariah.
The total assets of Islamic banks
amounted to about JOD6.8 billion
(US$9.56 billion) or representing
14.5% of the total Jordanian banking
sector, whereas client deposit accounts
amounted to JOD6.1 billion (US$8.58
billion) or representing 18.6%, while
financings and investments amounted
to JOD4.6 billion (US$6.47 billion) or
representing 22%. The ratio of the
number of employees over the number of
branches is approximately 1.02.

Shariah supervision
A Shariah consultant appointed by
the board of directors ensures that
all regulations and transactions of
the bank are in compliance with
the provisions and principles of
the Islamic Shariah. As of the 2nd
August 2000, Jordan’s banking law
replaced the Shariah consultant with
a Shariah supervisory board which
has no fewer than three members
elected by the general assembly of
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the bank. The Shariah Supervisory
Board is independent and composed
of specialized scholars who direct the
activity of the institution by clarifying
the Shariah provisions and reviews,
oversee the audit of the bank’s
operations and, issue mandatory Fatwa
and corporate governance guidelines
which obligate the banks to have
Shariah internal auditing.

Advances in
communication
and information have
led to banks giving
dealers wider choices
but sometimes at the
cost of introducing
instruments
contravening Islamic
banking

money sources in dinar, the guidelines of
corporate governance for Islamic banks
and also the issuance of instructions
related to dealing with clients ‘fairly and
transparently’.

Banking law
Central supervision
Islamic banks are subject to all laws,
legislation, rules, precepts, guidelines,
norms and methods of supervision and
inspection that other conventional banks
are subject to despite the clear diﬀerence
between the applications of Islamic banks
and those of conventional banks. There
are specialized employees in the Banking
Supervision Department in the CBJ to
supervise Islamic banks.
In recent years, the CBJ has issued a
number of instructions and regulations
related to the operation of Islamic
banks in Jordan, for instance: the capital
adequacy ratio of Islamic banks based
on the standards issued by the IFSB,
liquidity based on the maturity ladder ,
legal liquidity, the ratio of investments to
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Jordan Islamic Bank was established
under its own temporary law in 1978
which then became permanent in 1985.
Later in 2000, this law was canceled
under the Banking Act which included
a special chapter for Islamic banks. The
Islamic Finance Sukuk Law No (30) in
2012 is for the board of commissioners
of the securities commission to prepare
the systems and instructions necessary
to implement the Islamic finance
Sukuk law. The corporate governance
guidelines for Islamic banks introduced
by the CBJ on the 31st December 2007 and
last updated on the 25th September last
year are for Jordanian banks operating in
the Kingdom.

Challenges
Legislation, governmental regulations and
guidelines, the central bank’s instructions,
competition among conventional banks
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and the prevailing understanding of the
communities and countries in which
Islamic banks operate are some of the
challenges facing Islamic banks in
Jordan as well as challenges resulting
from global changes and accelerated
technology (advances in communication
and information have led to banks giving
dealers wider choices but sometimes
at the cost of introducing instruments
contravening Islamic banking) and the
entry of the human element where banking
personnel are not well-versed with Islamic
banking operations.
In order for local laws and legislation
to take into account the particularity
of Islamic banks in the countries they
operate in, the instructions of the
supervisory boards which govern the
operations of Islamic banks should take
into consideration their privacy and
facilitate their operations and provide
facilities parallel to those provided
for conventional banks, in addition

It is imperative
to rely on
a vigilant and
conservative
management of
financial resources
and their uses to
achieve the desired
balance
to dealing with Islamic financial
instruments in the same way that
other financial instruments are treated,
particularly in terms of providing a
secondary market.

FORUM

There is a need for a mechanism that can
inject cash liquidity into Islamic banks
when it’s needed by the central bank.
However, it is imperative to rely on a
vigilant and conservative management
of financial resources and their uses to
achieve the desired balance between
the three objectives (maximize returns,
maintain a suﬃcient level of liquidity
and to reduce risk), as well as to have
careful planning for cash flows.
Islamic banks should continue to keep
abreast of developments in the banking
industry in terms of technology and
Islamic banking applications. However,
these should not contradict with
Shariah commitments in Islamic
transaction deals, or contradict the
morality and opinions of Fiqh councils
in concluding jurisprudence
disagreements. Human resources must
also be trained to manage Islamic
banking operations and be committed
to Islamic provisions.
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Going digital – how can Islamic banks truly
beneϐit?
The term digital banking is broad. To some it means a bank oﬀering customers mobile banking apps or a
paperless bank; to others it means true digital augmentation (the enhancement of virtual presence through the
use of digital content) and leveraging these opportunities. While the majority of banks oﬀer digital channels, a
truly digital bank should cover both the customer and the execution experience, providing a personal, targeted
approach. FADI YAZBECK believes that 2017 will see a dramatic shift to true digital banking realization, and
Islamic banking is no exception.
Fadi Yazbeck is the
product manager in the
Islamic Banking
Department of Temenos.
He can be contacted at
Fyazbeck@temenos.com
EY’s World Islamic Banking
Competitiveness Report 2016 (2016
report) states that: “Islamic banks are
still one-third the size of their largest
traditional peers in home markets, and
also lag in terms of return on equity.”
Robert Abboud, EY’s financial services
advisory leader for MENA, highlighted
in the report that, in conversations
with banks, “it was clear that a more
inclusive business strategy and digitalfirst approach can easily help close this
gap”. But what does digital really oﬀer?

The digital opportunity –
Islamic corporate banking
Digital corporate banking oﬀers so much
more than convenience, particularly for
those based rurally. The right solution
enables a corporate treasurer in any
location to respond instantly to realtime information at a time and place
they need it. Digital corporate services
mean minimizing the need for business
managers to attend meetings with their
bank managers face to face, leading to
increased interactions due to greater
ease and as a result, higher retention and
cross-sales rates. Video, screen-share and
even live chat assistance oﬀer instant
access, saving time and money on travel.

The digital opportunity —
Islamic retail banking
In general, enrollment in online
banking, mobile banking, online bill
payments, person-to-person payments
and account-to-account transfers is
found to continuously have a positive
eﬀect on digital engagement, attrition
and transactions. In addition, a strong
digital strategy has been found to

©

support cross sales, with mobile banking
customers holding a higher level of
products with the number and value
of debit cards growing, and ATM and
ACH transactions in the three months
after mobile banking enrollment also
increasing. In fact, Cisco estimates that
digital capabilities will drive US$405
billion in digital value at stake for the
retail banking industry between 2015 and
2017.

With bank
completion
levels at an all-time
high, ultimately
banks need to offer
customers the
advanced digital
solutions they want
to retain
market share
Regardless of these benefits, with bank
completion levels at an all-time high,
ultimately banks need to oﬀer customers
the advanced digital solutions they want
to retain market share. In particular, the
three main regions (the Middle East,
Africa and Asia) where Islamic banking
is in greatest demand also have the
highest desire to utilize digital banking.
These regions are highly mobile and
have a greater access to international
media and technology than ever before.
However, there is a disconnect between
what customers expect and what Islamic
banks are delivering. EY’s 2016 report
states that mobile banking usage in the
UAE stands at 34%, followed by 27% in
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Kuwait, 19% in Qatar and 15% in Saudi
Arabia but “customers are generally not
impressed with the mobile proposition
on oﬀer, it appears, and this holds true
for both traditional and Islamic banks”.
So why is this opportunity not being
leveraged?

The digital challenge
Primarily, a digital bank is built
specifically to oﬀer customers the service
of their choice through the access of their
choice. To oﬀer this, the bank must be
designed and created upon a digital core
infrastructure – a consistent enterprisewide, cleansed data store, accessible
internally and externally. However,
historically Islamic banking suﬀers
from a lack of infrastructure. Achieving
operational eﬃciency continues to
be a major problem for some, with
operating expenses on average being
50% (according to EY) higher for Islamic
banks. Data silos are also an issue, but to
be truly digital, a bank must have a full
15th February 2017

SPECIAL
REPORT
Continued

picture of customer accounts. Regulation
also plays a factor, not directly
hampering innovation but, indirectly,
by taking up considerable bandwidth
across the organization, limiting time and
resources that can be spent innovating.
Banking boards are often reluctant
to take on expensive and risky
transformation projects that are lengthy
and with long time to value – Capgemini
estimates the average payback time to
be around 4.5 years. In addition, fintech
and other competitors (particularly from
an Islamic banking perspective) have so
far taken little market share, reducing
the perceived urgency to act. But these
challenges can be overcome.

Turning the challenge into
opportunity
Being a truly digital bank is no longer
a diﬀerentiator, it is essential to service
delivery and Islamic banks are now
realizing this. To survive (and profit)
banks must transform their customers’
experience and oﬀer innovative Islamic
banking solutions, ie oﬀering the right
customer insights at the right moment,

Digital isn’t
the future, it’s
the now and Islamic
banks that aren’t
able to embrace it
may not exist
in the future
via the right channel, at the same
time as driving massive eﬃciencies
in the back oﬃce: ultimately, front
oﬃce diﬀerentiation with back oﬃce
automation. However, the quality of
the overall user experience requires
that banks are able to draw insights in
real time and from multiple datasets.
Moreover, the speed of fulfilment is
also critical: the digital solution must
therefore be front-to-back.
Other elements such as modularity,
deployed in stages, allow for faster
time-to-value and lower risk and

upgradability (perhaps independently).
Ensuring banks always stay ahead of
market trends (with tools to design and
deliver new Islamic banking products)
should also be considered. Open
application programming interfaces
(APIs) must be accessible; ensuring that
easy access to innovation and services
from third parties using APIs is available.
It ultimately comes down to using a
single platform, a recent shift in banks’
decision-making highlighted in the
recent report, ‘Ovum Decision Matrix:
Selecting a Digital Banking Platform,
2017–18’.
The boards of most of the 40 systemically
important Islamic banks are set to spend
between US$15 million and US$50
million over the next three years on
digital initiatives, according to EY’s 2016
report, and according to the same report,
the banks are “well aware that inaction
could cost up to 50% of their retail
banking profit in [the] next few years”.
This is not forgetting the digital corporate
market. Digital isn’t the future, it’s the
now and Islamic banks that aren’t able to
embrace it may not exist in the future.
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Participative banking in Morocco:
Competitiveness of the model and challenges of
the market
Why is Morocco’s nascent participative banking industry considered as potentially competitive? Could it be due
to the long inception and gestation periods, which took respectively 25 years and five years or could it be due to
the so-called exception status of Morocco in every political or religious or social concern, compared to the situation
of other Arab and Muslim countries? Or is this because of the strength and stability of the small conventional
banking system and its regulatory framework, which succeeded in finding a subtle arrangement between existing
financial institutions and the new Shariah compliant ones? DR ABDERRAHMANE LAHLOU analyzes.
Dr Abderrahmane
Lahlou is the founding
partner at ABWAB
Consultants. He can be
contacted at lahlou@
abwab.ma.
All the aforementioned elements
are certainly involved in enabling
the Moroccan framework to oﬀer
many original features as follows, as
observed by many in the Islamic finance
community:
• A combined legal framework,
gathering conventional banking and
participative banking in the same
law, with common provisions and a
few articles devoted to participative
banks. This option enables the central
bank to treat participative banks
within the same background, which
doesn’t put them in an isolated
position.
• A neutral denomination, namely
‘participative’ rather than Islamic,
which avoids any ideological or
political positioning regarding
Islamist movements and parties.
Moroccan authorities emphasized
the exclusively economic and
developmental character of this new
segment of the national banking
sector. This denomination also keeps
the perception of Islam away from
the harmful eﬀects of any deviance or
failure of the experience.
• A central Shariah board option,
which reports to the High Council of
Ulamas, a constitutional body headed
by the King as Amir Al Muminin, and
which reports administratively to the
Ministry of Religious Aﬀairs. This
option keeps the experience away
from contradictory Fatwas among
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scholars, and prevents from excesses
frequently observed when the banks
appoint their dedicated Shariah
boards without splitting between
Fatwa-providing and Shariahauditing processes.
• A holistic framework embracing
participative banks, Takaful insurance
companies, the Sukuk-issuing process
and a detailed Shariah-advising and
auditing process, in order to ensure a
complete ecosystem, which prevents
any harmful deadlocks.

The
participative
denomination,
rather than Islamic,
is a challenge in
terms of market
attractiveness
With these measures, the new licensed
banks seem to have a clear and secure
roadmap that allows them to meet the
expectations of both corporate and retail
banking. Two market studies have been
conducted by IFAAS and Thomson
Reuters on the Moroccan market in
2013 and 2014 respectively. The first
study revealed that a significant 79% of
individual respondents said they would
be ‘very interested’ in participative
banking services once available. The
second revealed about 71% of companies
answered ‘maybe’ when asked if there
was an interest to consider participative
banking, with 22% saying ‘yes’ and a
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low 7% saying ‘no’. In 2016, ABWAB
Consultants conducted a survey of 1,300
SMEs to find out their financial behavior
and expectations toward the expected
participative banks, and 52.8% of the
companies which do not deal with credit
say they don’t do it for religious reasons.
In January 2017, five fully-fledged
Islamic banks and three Islamic windows
received their licenses. Four Takaful
insurance companies are in the process
of getting theirs in the next few months.
Concurrently, the Ministry of Finance
announced the launch of the first
sovereign Sukuk before June 2017, which
will ensure both interbank transactions
and refinancing with the central bank.
As such, eight new entities were added
to the nine existing banks. All of them
are subsidiaries of existing banks, and
most of them are joint ventures with
international Islamic banks, mainly from
the Gulf region. We can then consider
that the central bank is willing to create
the conditions for strong competitiveness
in the market, within a fair competition
frame with the conventional banking
sector. One of the outcomes of this policy
is the pricing optimization of Islamic
products, as expected by the market. But
there are significant challenges ahead,
which can be divided into three objective
items related to the environment, and
two subjective ones related to the banks
themselves as follows:
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1. The substantial inertia of the
Moroccan economic system,
particularly in terms of legal
framework rigidity and
overprotective attitudes of the
administration. This phenomenon has
been observed with the introduction
of many reforms in Morocco, and
explains to a certain extent the muchcriticized delay in giving the licences.
2. The dilemma between the aﬃnity
character of Islamic banking, which
makes customers interact with the
bank’s oﬀer (or not), and the financial
authorities’ position, which works to
hide the religious identity of these
institutions for the aforementioned
reasons. Such precautions may cast
doubt on the attractiveness of the
products, even though guarantees
are given from oﬃcial parties on
the compliance with Shariah rules.
The participative denomination,
rather than Islamic, is a challenge
in terms of market attractiveness,
besides the semantic overlap with
the western meaning of participative,
which indicates the absence of
intermediation through practices like
crowdfunding and crowdlending
within identified communities.
3. The capacity to promote public
awareness about true Islamic
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Both
government
and regulatory
authorities must
create the conditions
for collaborative
action that will
converge toward
achieving the
strategic goals of
this banking
reform
banking (fighting fantasies and
misconceptions) and more in general,
to promote financial literacy or
market education, both through
religious channels such as mosque
preaches, and non-religious ones such
as associations and school programs.
For such purposes, banks would not
be the most appropriate channel as
their actions may be perceived as
trying to draw publicity.
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4. The capacity of new Islamic banks
to widen profit and loss-sharing
financing products (Musharakah and
Mudarabah) versus debt financing
products such as Murabahah, Salam
and Ijaraheasing.
5. The ability to cover the needs of
increasing microfinancing activity,
considering that this activity
naturally claims Shariah compliance,
according to the culture of the poor
population in Islamic countries which
is closer to the religious mindset and
the way of life.
Hopefully, a strong awareness, which
has been cultivated for decades among
the community of local professionals,
associations, universities and other civil
society actors, is able to support banks in
overcoming such diﬃculties and
hindrances. In order to make this support
eﬀective, both government and
regulatory authorities (the central bank
and the authorities for insurance and the
capital market) must create the
conditions for collaborative action that
will converge toward achieving the
strategic goals of this banking reform,
which include banking inclusiveness,
domestic investment promotion and
foreign capital attractiveness.
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Development of new Islamic investment
products supports growth and strengthens
returns for Islamic institutional investors
The rapid growth of wealth within the global Muslim community has led to increased demand for Shariah
compliant financial products and services and this is expected to continue for years to come. The recent roll-out of
one of the world’s largest Shariah compliant fund allocations by the Employees Provident Fund (EPF) of Malaysia
is a leading example. The EPF has allocated RM150 billion (US$33.76 billion) to the fully Shariah compliant fund
called Simpanan Shariah for 2017 and 2018 and the size of the fund is expected to grow by RM25 billion (US$5.63
billion) per year in the foreseeable future. HAMEL SHAH writes.
Hamel Shah is a partner at
Azimuth Global Partners.
He can be contacted at
Hamel.shah@
azimuthglobalpartners.com.

Demand for Shariah
compliant investments
stronger than ever
As demand for Shariah compliant life
insurance (Takaful) and pensions has
grown, institutional investors need to
acquire Shariah compliant assets as they
look to cater to the Islamic consumer.
As their portfolios grow exponentially,
Islamic investors are increasingly
recognizing the benefits of diversifying
their portfolios and strengthening returns
through cross-border investments.
In order to serve this growing demand,
the Islamic funds and investment
industry needs to tap into new asset
classes and develop new strategies to
help Islamic institutions achieve better
diversification, portfolio management
and long-run performance as they grow.

Commercial real estate – yield
in a yield-starved world
Real estate investments are attractive
to Islamic financial institutions in
today’s low-interest rate environment
as they can result in attractive income
yields compared to fixed income Sukuk
investments. In our conversations with
institutions across Asia and the Middle
East, we hear a consistent theme: a strong
demand for long-leased assets with
creditworthy tenants that can provide an
attractive income yield while matching
the duration of their assets with their
long-term liabilities.
As much of the fixed income universe
delivers a yield to maturity that is below
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their target returns, Islamic institutions
have increased their allocation targets to
real estate to deliver recurring income.
Furthermore, as Islamic institutions have
grown in asset size, many have become
increasingly interested in investing
internationally. International real estate
investment gives them the opportunity to
take advantage of attractive risk-reward
opportunities, often in global gateway
cities such as London, New York and
throughout Europe while also generating
diversification benefits by investing
across geographies and through the
historically low correlation of real estate
returns with those of equity and fixed
income.
The international supermarket real estate
product that we go on to discuss later in
this article, for example, has the potential
to generate an annual 8% income yield
paid quarterly based on leases in place
with a remaining term of over 15 years
– a significant premium to the income
yields available from fixed income
investments.

its use are in accordance with Shariah
principles.
Screening can also determine if a real
estate asset considered for investment
is acceptable (Shariah compliant) under
Shariah standards or not (non-Shariah
compliant). A property that is used
primarily for Haram purposes, for
example, a casino or an oﬃce block
occupied solely by a traditional lending
institution, will not be an acceptable
investment. It can be permissible,
however, for a small part of an asset
to be used for non-Shariah compliant
purposes. For example, an oﬃce property
occupied by a compliant tenant with
a portion of the building occupied by
a restaurant that serves alcohol can be
deemed acceptable by evaluating the
proportion of rental income or floor
area that is dedicated to the non-Shariah
compliant activity.

Future developments in the
Shariah compliant investment
industry

In international real estate markets,
such as the UK, the US and Europe,
identifying attractive investment
opportunities that are also Shariah
compliant can present challenges as
the investment universe available to
an institution looking to make Shariah
compliant investments is more limited
than it is for a conventional investor.

The Islamic investment management
industry has a great opportunity to cater
to the rising requirements of Shariah
compliant investors through introducing
new Islamic products. The Islamic
finance industry is growing rapidly
but the available universe of good
quality investment products remains
constrained. Alternative asset classes like
real estate, private equity and venture
capital can be an attractive proposition
for investors. These asset classes tend to
oﬀer attractive risk-adjusted long-term
returns.

Both Shariah compliance and the
screening of international commercial
real estate investments need to be
rigorous and detailed in order to ensure
that the property, its ownership and

Collaboration between best-in-class
investment managers working with
leading Shariah advisors and scholars
is critical to generate new product
development and investment strategies

Screening of international
commercial real estate
investments
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to meet the needs of a growing Islamic
institutional capital base and to unlock
the pent-up demand for Shariah
compliant investments and financial
products.

Supermarket real estate – a
case study in new product
development
For example, while Islamic real estate
fund managers have traditionally
focused on real estate products
with portfolios of oﬃce, industrial,
warehouse or residential properties as
the underlying asset class, a new and
rigorous screening methodology is being
developed in close coordination with
leading Islamic scholars to assess and
verify the Shariah compliance of UK
supermarket real estate investments.

The rigorous screening methodology,
endorsed by renowned Shariah
scholars, can be used to scrutinize
each supermarket asset for Shariah
compliance before being considered
for acquisition in order to filter out
supermarkets that exceed the noncompliance criteria permitted by the
fund’s Shariah advisory board.
As supermarket operators are unwilling
to disclose their store-level revenue
figures, this poses a great challenge to the
screening process.
The screening methodology involves
data collection, supplemented by the
analysis of operator-specific product
databases through a proprietary in-

house algorithm to identify products
that are less obvious but noncompliant. For example, while alcoholic
beverages and pork products are easily
identified, the algorithm can filter out
products such as salad dressings that
contain wine as a minor ingredient
or baked beans that contain pork
sausages to ensure they are thoroughly
considered in the Shariah compliance
calculation.
We believe that the development of this
rigorous and detailed methodology in
coordination with renowned Islamic
scholars will unlock an attractive
investment proposition for Islamic
institutions to support their expansion of
Shariah compliant investments.

UK supermarket real estate is attractive
from an investment perspective as it
tends to have long-term and inflationlinked lease agreements – often 15 years
or longer – with large and creditworthy
national and international operators.
This results in an attractive long-dated
income stream with upward-only
increases in the rental income over time
at a significant yield premium to fixed
income investments.
Furthermore, the underlying business of
supermarkets is stable and less aﬀected
by macroeconomic events than oﬃce
property investments, for example.
We often hear of the phrase ‘People
need to eat’ and this means that welllocated supermarkets that have a strong
customer base will perform well and
remain profitable for their operator even
in economic downturns, which provides
an additional margin of safety around
the rental income stream.
The major challenge has been to evaluate
and eﬀectively screen the Shariah
compliance of supermarket properties
as typically, supermarkets in the UK
will sell some Haram goods. That
being said, the fundamental business of
supermarkets is the buying and selling
of goods and services, which carries an
extremely positive perception in Islam.
Prophet Muhammad (P.B.U.H.) spent
several years of his life in the trading
business, first working as a merchant and
then as a fund manager (Mudarib) of a
trading concern.
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DEALS
Indonesia exceeds Sukuk
target
INDONESIA: The government of
Indonesia sold a total of IDR7.57 trillion
(US$567.75 million)-worth of sovereign
Sukuk (SPN-S 08082017 and four
project-based Sukuk series) on the 7th
February to finance the 2017 State
Budget, according to a statement from
the Ministry of Finance. Total incoming
bids for the five series oﬀered were
IDR19.36 trillion (US$1.45 billion) and
exceeded the government’s IDR6 trillion
(U$450 million) indicative target.

CBB’s Sukuk Ijarah
oversubscribed
BAHRAIN: The Central Bank of Bahrain
(CBB)’s Sukuk Ijarah has been subscribed
by 117%, according to a press release.
The issuance, which began on the 9th
February and matures on the 10th August,
received subscriptions worth BHD30.45
million (US$79.74 million). The expected
return of the issue is 2.37%. This is issue
No. 138 (BH00088A81B9) of the shortterm Sukuk Ijarah series.

DIB sets ϐinal price guidance
for Sukuk
UAE: Dubai Islamic Bank’s planned
five-year Sukuk sale has received
orderbooks in excess of US$2.2 billion
and it has set a final price guidance in the
area of 175bps over midswaps, Reuters
reported, citing a document by the banks
arranging the deal.

Egypt postpones Sukuk to
next year
EGYPT: Egypt has postponed its
issuance of a US$1 million sovereign
Sukuk facility to the fiscal year of
2017-18, according to Mubasher quoting
Mohamed Meit, the country’s deputy
finance minister for the public treasury.

The Sukuk facility was initially planned
to be issued in 2017 to plug the country’s
financial deficit but as the financial gap
was covered by an IMF loan and
international bonds, the government
decided to postpone the issuance.

Kano state government to
explore issuing Sukuk
NIGERIA: Muhammad Sanusi II, the
Emir of Kano, has advised the state
government to explore issuing Sukuk to
finance education projects in the state,
Business Day reported. Muhammad
stated that floating Sukuk securities
would go a long way in strengthening
the Shariah way of life which forbids the
charging or payment of interest. Osun is
the only state in Nigeria so far to have
issued Islamic debt securities in the
Nigerian capital market to fund
educational development.

IILM to auction short-term US
dollar Sukuk
MALAYSIA: The International Islamic
Liquidity Management Corporation
(IILM) will auction a short-term US$840
million Sukuk facility with a tenor of
three months on the 15th February 2017,
according to an oﬃcial announcement.
The auction for the certificates, which
will mature on the 22nd May 2017, will be
conducted in BNM’s Fully Automated
System for Issuing/Tendering.

Iran issues domestic Sukuk
IRAN: The government of Iran has
issued domestic Sukuk worth IRR3
trillion (US$92.52 million) at the over-thecounter Iran Fara Bourse to pay its debts
to the Ministry of Education and those
accumulated over the public health
insurance scheme, Securities and
Exchange News Agency reported. The
Ministry of Economic Aﬀairs and Finance
issued IRR2 trillion (US$61.68 million)worth of Sukuk Ijarah, while the Ministry
of Cooperatives, Labor and Social

Welfare issued IRR1 trillion (US$30.84
million)-worth of Sukuk Murabahah. The
four-year Islamic bonds pay a nominal
rate of 20% every six months and are
priced at IRR1 million (US$30.84) each.

STSSB issues 183rd ICPs
MALAYSIA: Sunway Treasury Sukuk
(STSSB) has issued RM120 million
(US$27.04 million)-worth of Islamic
commercial papers (ICPs) on the
13th February 2017, according to an
announcement. The ‘MARC-1IS’-rated
facility, which matures on the 15th March
2017, is STSSB’s 183rd ICP series.
STSSB will also be issuing its 186th ICPs
on the 16th February 2017, according to a
separate announcement. The issuance,
worth RM200 million (US$45.03 million),
matures on the 20th March 2017 and is
rated MARC-1IS. The stock code for the
issuance is SB170022.

UEM Sunrise issues ICPs
MALAYSIA: UEM Sunrise has issued
RM100 million (US$22.53 million)-worth
of Islamic commercial papers (ICPs)
under a program with an aggregate
nominal value of up to RM2 billion
(US$450.62 million), according to a
bourse filing. The ICPs have a tenor of
three months.

Columbia Asia to redeem
Sukuk
MALAYSIA: Columbia Asia is set to
make an early full redemption of the
outstanding Sukuk of its RM300 million
(US$67.55 million) Sukuk Ijarah program
on the 28th February 2017, according to an
announcement. The total redemption
amount shall be paid on the same date.

Hong Kong’s third Sukuk
issue a Murabahah
HONG KONG: IFN understands that
Hong Kong’s proposed dollar Sukuk
issuance will be based on a Wakalah

DEAL TRACKER

Full Deal Tracker on page 37

EXPECTEDDATE

COMPANY'S NAME

SIZE

STRUCTURE

ANNOUNCEMENT DATE

TBA

Hong Kong

US$1 billion

Sukuk

9th February 2017

TBA

State of Kano, Nigeria

TBA

Sukuk

7th February 2017

TBA

EQUATE Petrochemical Co

US$750 million

Sukuk

6th February 2017

2017

Aktif Bank

US$120 million

Sukuk

31st January 2017

2017

The Government of Tunisia

US$500 million

Sukuk

31st January 2017
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principle combining multiple contracts
and will potentially be for the size of
US$1 billion.
S&P Global Ratings, which assigned a
‘AAA’ long-term foreign currency rating
and a ‘cnAAA’ long-term Greater China
regional scale rating to the trust
certificates, noted that among other
contracts, HK Sukuk will also enter a
Murabahah contract.

Saudi’s Sukuk sale delayed
SAUDI ARABIA: Saudi Arabia’s plan to
sell Sukuk in the first quarter have
stalled after the head of the country’s
debt management oﬃce, Fahad Al Said,

AFRICAS
ADIB urged to expand
activities in Sudan

returned to Saudi British Bank in
January following his secondment to the
Ministry of Finance, according to
Bloomberg quoting three people with
knowledge of the matter. Fahad helped
Saudi Arabia raise US$17.5 billion in
October last year.

Malaysia to issue GII
Murabahah
MALAYSIA: The government of
Malaysia has announced on Bank Negara
Malaysia (BNM)’s Fully Automated
System for Issuing/Tendering that it will
issue a GII Murabahah facility on the 15th
February 2017. The issuance, maturing
on the 15th August 2024, is worth RM4

concentration on Sukuk that will be
circulated in the stock exchange, and
urged ADIB to take advantage of the
situation.

SUDAN: Sudan’s minister of finance and
economic planning, Badr-Eddin
Mahmoud Abbas, has urged Abu Dhabi
Islamic Bank (ADIB) to expand its
activities in Sudan, AllAfrica reported.
Badr noted the door was open for the
development of bank branches or the
opening of new branches in the country,
pointing out that ADIB is Sudan’s key
partner in the provision of banking
services. He further added that the
Central Bank of Sudan is developing
policies that will be adopted by the
financial sector to expand the banking
network to control the foreign exchange
market alongside the expansion of
banking services, including the

ADIB to fund Banque Misr’s
Shariah facility

ASIA

Mercantile Exchange to develop a
commodity Murabahah trading platform
to manage their excess liquidity.
According to The News, work is
underway to design a system that would
integrate the platform with international
exchanges in Dubai, London and
Malaysia.

EthisCrowd upgrades
platform
SINGAPORE: EthisCrowd has upgraded
its platform to include new features, the
firm informed IFN. Dubbing it as
EthisCrowd.com 3.0, the upgraded
Shariah compliant platform includes an
investor dashboard and portfolio
download, access to latest campaign
updates and the ability to schedule calls
with its investor relations team.

Pakistan mulls Islamic
commodity platform
PAKISTAN: Pakistani Islamic banks are
in discussion with the Pakistan
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EGYPT: Banque Misr has assigned Abu
Dhabi Islamic Bank (ADIB) to jointly
fund an Islamic finance facility, according
to Mubasher quoting Banque Misr’s
vice-chairman, Akef El Maghraby. ADIB
will be providing US$150 million to help
boost Banque Misr’s dollar resources.
ADIB is expected to conclude the
financing arrangements with Gulf banks
in February 2017. Akef was also quoted
as saying that the bank has inked an
agreement with Credit Suisse to receive
US$350 million for five years. The first
tranche of the loan, worth US$170

Bangladesh Bank signs deals
with 10 banks
BANGLADESH: Bangladesh Bank has
signed separate agreements with 10
banks to facilitate long-term financing
under its ‘Green Transformation Fund
for Export-oriented Textile and Textile
Products and Leather Manufacturing
Industries’, according to New Age
quoting a statement.
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billion (US$900.64 million). The stock
code for the issuance is GL170002. BNM
may purchase up to 10% of the issuance
size.

Warba Bank promotes
US$250 million Sukuk
KUWAIT: Warba Bank is promoting its
US$250 million Sukuk beginning the
week of the 13th February 2017, according
to the Al-Anba newspaper. The
roadshow will kick oﬀ in Singapore and
Hong Kong and continue to Dubai before
ending in London. The issuance, a Tier 1
permanent Sukuk facility, is part of a
capital increase exercise for Warba Bank
inside Kuwait.

million, was acquired by the end of
December 2016, and the second tranche is
expected in February 2017.

Jaiz Bank lists on NSE
NIGERIA: Jaiz Bank, a fully-fledged
Islamic bank, has debuted on the
Nigerian Stock Exchange (NSE) after
listing 29.46 billion ordinary shares of 50
kobo (0.16 US cent) each at NGN1.25 (0.4
US cent) per share which lifted the
market capitalization of quoted
companies by NGN36.83 billion
(US$116.37 million), The Nation
reported. The bank’s managing director,
Hassan Usman, said that it will begin
dividend payments to shareholders by
the end of the year ended the 31st
December 2017, with the board already
approving a dividend payment policy
that will see the distribution of 50% of net
profit after tax to shareholders.

The 10 banks, namely Al-Arafah Islami
Bank; Bank Asia; Exim Bank; Modhumoti
Bank; Mutual Trust Bank; NCC Bank;
NRB Bank; Dhaka Bank; South Bangla
Agriculture and Commerce Bank; and
Trust Bank, would come together to
provide long-term financing to transform
the nation’s export-oriented industries
into green industries.

New framework to include
Islamic ϐinance
MALAYSIA: The Malaysian Institute of
Accountants (MIA) and several other
professional accounting bodies are
planning to draft a new competency
framework for accountants which
includes Islamic finance, according to
national news agency Bernama quoting
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MIA’s president, Mohammad Faiz Azmi.
Mohammad said this was in accordance
with the Islamic Financial Services Act
2013 which requires Islamic financial
institutions’ statements to be prepared as
per the requirements of the Malaysian

Financial Reporting Standards which is
the domain of accountants. Mohammad
also said that accountants can explore
opportunities in Shariah governance and
audit through the initiative. The
framework, aimed to ensure local

accountants meet global standards, is
expected to be submitted for
endorsement to the MIA’s upcoming
regulatory board and presented to
stakeholders by May 2017.

EUROPE

last year in order to build its Islamic
capabilities (See IFN Company Focus
Vol 13 Issue 44).

training professionals in Islamic finance.
The IDB is also willing to cooperate with
Tatarstan to exchange knowledge and
expertise in the field.

Halic Leasing focusing on
Shariah business
TURKEY: Halic Leasing is looking to
build its Islamic portfolio including
attracting more investments from
Shariah mutual funds in order to
capture demand from small businesses,
according to General Manager Gokcen
Sahin, reported Reuters. The company is
targeting approximately US$25 million
in new businesses by the end of 2017.
Halic established a Shariah committee

IDB to aid Tatarstan in
training experts
RUSSIA: The president of the Republic
of Tatarstan, Rustam Minnikhanov, has
underlined his willingness in promoting
Islamic banking in the Russian country,
according to a press release. During his
visit to the IDB, Minnikhanov expressed
his interest in increasing collaboration
between the country and the IDB in

GLOBAL

into an Asian hub, along with boosting
its presence in India, Indonesia, Vietnam
and Myanmar, as well as opening its first
branch in Saudi Arabia this year.

GLOBAL: The decision to issue Sukuk
ultimately lies with the issuer and
depends on factors such as the cost of
issuance, the capacity of the market to
absorb the transaction, the issuer’s target
investor base, how ready the issuer’s
regulatory and legal environment is
for Sukuk issuance and the complexity
of structuring Islamic debt, S&P said
in its report titled ‘Is Sukuk Issuance
Suﬀering From The Liquidity Drop In
Gulf Countries?’.

AAOIFI seeks feedback on
exposure draft

Complexity key reason for
GCC’s muted Sukuk issuance

Dr Mohamed Damak, the global head of
Islamic finance at S&P, noted that
liquidity in the GCC is adequate in a
global comparison and believes that the
less supportive economic environment
is translating into fewer growth
opportunities, which could encourage
banks to reallocate liquidity in the bond
and Sukuk market, ultimately leading to
an uptick in issuance volumes.

QNB looking at SEA expansion
with Islamic products
GLOBAL: Qatar National Bank is
planning on expanding its footprint in
Southeast Asia and introducing Islamic
finance products in the region, CEO Ali
Al Kuwari was quoted as saying in an
interview with Bloomberg TV. The bank
plans to turn its Singaporean operation
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GLOBAL: AAOIFI is seeking opinion
and feedback from the Islamic finance
industry on its exposure draft of the
governance standard of central Shariah
boards, according to a statement. The
exposure draft provides detailed and
comprehensive guidance on the
definition, scope of work, responsibilities,
appointment, composition,
independence, terms of reference of a
central Shariah board and other relevant
issues. Comments on the exposure draft
should be submitted no later than the 28th
February 2017 and all suggestions will be
presented to AAOIFI’s Governance and
Ethics Board in an upcoming meeting to
be discussed and amended accordingly.

EBRD in talks with sovereign
funds for investments
GLOBAL: The European Bank for
Reconstruction and Development
(EBRD), which oﬀers Islamic banking
solutions, is reportedly in talks with
several Gulf sovereign wealth funds
to invest jointly, according to Arabian
Business quoting the bank’s president,
Suma Chakrabarti. The bank hopes to
complete its fundraising eﬀorts by the
end of 2017.
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Vakif Katilim opens three new
branches
TURKEY: Vakif Katilim, an Islamic bank
in Turkey, has established three new
branches in Ankara Kecioren, Istanbul
Sultangazi and Elazig this week,
according to Katilim Dunyasi. The bank
aims to open 30 branches in 2017.

Suma did not name the wealth funds but
said they are at the stage of conducting
due diligence on the EBRD’s business
model. The bank is also oﬀering
investment opportunities in its Equity
Participation Fund, which gives longterm institutional investors exposure to
EBRD equity investments above EUR10
million (US$10.64 million).
Several projects in Lebanon have also
been identified for investment as the
bank aims to expand its activities to the
country once the Lebanese parliament
has given its approval.

GII appoints Northacre as
development manager
GLOBAL: Gulf Islamic Investments (GII)
confirmed in a statement that it has
appointed Northacre as the development
manager for a boutique luxury
residential development in Chelsea,
London. The site was previously the
Chelsea Police Station.
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In partnership with

Dentons launches ofϐice in
Jeddah

SAUDI ARABIA: Dentons, a law firm
oﬀering Islamic finance expertise, has
launched its oﬃce in Jeddah, according
to a press release. The oﬃce, which is the
second in the Kingdom, will complement
the firm’s long-standing full-service oﬃce
in Riyadh in association with the law
firm of Wael A Alissa. The Jeddah oﬃce
will oﬀer a mix of Arabic and western
language legal services and will be led
locally by partner Anas Akel.

DFM inaugurates smart
trading ϐloor
UAE: Dubai Financial Market (DFM) has
launched its smart trading floor, in line
with the Smart Borse strategy
implemented by DFM over the past three
years, according to a press release. The
floor comprises new market data boards
and 28 personal computers to aid visitors
in tracking trading activity, nine screens
that display information about the
market services and 22 tablets at the
customer service area. Investors can also
use the augmented reality applications to
access information about DFM’s services
and activities. The trading floor also
includes a seating area for women, a
media center and two ‘Hot Zones’
designed to host visiting delegations and
informative sessions.

SBG receives Islamic credit
extension
SAUDI ARABIA: Saudi Binladin Group
(SBG) has received a two-year extension
on a SAR10 billion (US$2.67 billion)
Islamic credit facility used to pay for
delayed building work at the Grand
Mosque in Mecca, Reuters quoted
sources as saying. SBG had in January
requested a syndicate of banks for the
credit to be extended beyond its maturity
at the end of 2017 to the end of 2019.

DWF and Saudi law ϐirm in
exclusive association
SAUDI ARABIA: UK law firm DWF has
strengthened its oﬀerings in the Middle
East with an exclusive association with
Saudi Arabia-based Harasani and
Alkhamees, along with several new
senior hires in its Dubai oﬃce, according
to a statement. Construction
specialist John Coghlan has joined as a
partner from Addleshaw Goddard in
Qatar, while Baker McKenzie Habib Al
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14th March 2017
Astana, Kazakhstan
The Commonwealth of Independent States (CIS) in recent years has seen encouraging activity
including new issuance, regulations and a growing number of local and foreign institutions
starting to offer Shariah compliant services – while the global market is also paying attention to
the region as investors seek to diversify and tap new markets. Kazakhstan and Russia continue to
make inroads in bringing Shariah compliant financing and banking to their respective markets
with the Republic of Tatarstan being viewed as the main entry point for the sector to flourish in
the latter. An increasingly important region for the industry and with vocalized support from
multiple stakeholders, 2017 will see the second installment of IFN CIS Forum, this time in Astana,
the capital of Kazakhstan, and the event is expected to draw market players and regulators from
key Islamic finance markets globally and all of the CIS and Russia.
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Mulla’s former Abu Dhabi head of
litigation, Haytham Alieh, has joined as a
litigation partner. Ziyad Hadi has joined
as a director in the corporate group from
Afridi & Angell and Maria Deus has
returned to DWF as a director in the
firm’s Dubai-based construction and
infrastructure team.

Alandalus inks Islamic deal
with Al Rajhi Bank
SAUDI ARABIA: Alandalus Property
has signed a SAR212 million (US$56.47
million) Tawarruq deal with Al Rajhi
Bank, according to a bourse filing.
Approximately SAR172 million
(US$45.82 million) will be used to finance
new projects and expansions, and will be
repaid in semi-annual installments over
seven years, including a grace period of
three years. The remaining SAR40

ASSET
MANAGEMENT
Al Hilal Global Sukuk Fund
pays dividend

UAE: Al Hilal Global Sukuk Fund has
announced its dividend payout of 3.83%
of the fund’s net asset value to all
registered unitholders as of the 24th
January 2017. The dividend showcases
the fund’s positive performance amidst a
low interest rate environment and global
uncertainty and reflects the fund
management expertise by Al Hilal Bank’s

RESULTS
Takaful Emarat

UAE: Takaful Emarat reported a net
profit of AED15.01 million (US$4.09
million) for the 2016 financial year, a
47% increase year-on-year compared
with AED10.21 million (US$2.78
million) recorded in the previous year,
as the company focuses on the ongoing
digitization of its business, according to a
statement.
The Takaful provider’s earned
contributions increased by 31% to
AED493.46 million (US$134.32 million)
for 2016 compared with AED377.89
million (US$102.86 million) in 2015 due
to ongoing distribution channel growth
across both the medical and life lines of
the business, while total assets were up
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million (US$10.66 million) will be
channeled to manage working capital
requirements; and will be repaid within
six months from obtaining this amount.
The deal is covered by promissory notes
equal to the funding value in addition to
other guarantees held by Al Rajhi Bank.

NBAD-FGB merger date set
UAE: National Bank of Abu Dhabi
(NBAD) and First Gulf Bank (FGB) will
oﬃcially launch its merged entity on the
1st April 2017, according to state news
agency WAM. The shares of the new
company will commence trading from
the next day, with the indicative market
price of the new shares calculated based
on each bank’s last traded share price
before the merger. The Abu Dhabi
Securities Exchange has also completed
the procedures for the unification of the

Investment Banking Group, the fund
manager and its investment advisor,
CIMB-Principal Islamic Asset
Management of Malaysia. The bank
plans to continue launching investment
products to create value and increase
diversification for customers.

Shuaa Capital working on
acquisition and IPOs
UAE: SHUAA Capital is working on an
acquisition of a UAE-based financial
services company, according to Reuters
quoting Jassim Alseddiqi, SHUAA’s
chairman. The price for the company,
which specializes in capital markets and

57% to AED688.14 million (US$187.31
million) compared with AED439.26
million (US$119.57 million) for 2015.

Jordan Islamic Bank
JORDAN: Jordan Islamic Bank reported
a consolidated net profit of JOD54 million
(US$75.93 million) for the 2016 financial
year compared with JOD48.7 million
(US$68.48 million) in 2015, while the
bank’s consolidated operating income
also rose to JOD149.6 million (US$210.36
million) from JOD134.5 million
(US$189.13 million) a year ago, according
to a bourse filing.

Bahrain Islamic Bank
BAHRAIN: Bahrain Islamic Bank has
achieved BHD8.4 million (US$21.66
million) as net profit in 2016, a 25%
decrease from the net profit of BHD11.2
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records of stakeholders in both banks.
Total assets of both banks are estimated
at AED665.8 billion (US$181.22 billion) at
the end of 2016.

Boursa Kuwait joins UN’s SSE
initiative
KUWAIT: Boursa Kuwait has joined the
United Nations (UN)’s Sustainable Stock
Exchanges (SSE) initiative, a peer-to-peer
learning platform for exploring how
exchanges, in collaboration with
investors, regulators and companies, can
enhance corporate transparency — and
ultimately performance — on ESG
(environmental, social and corporate
governance) issues and encourage
sustainable investment, according to a
press release.

securities, would be less than AED200
million (US$54.44 million). Discussions
for the acquisition are at an advanced
stage and are expected to be completed
in the next six months. The company is
also working on three IPOs, consisting of
a real estate company, a REIT and a
company from the financial services
sector. All these IPOs are expected to be
finalized within 2017. Jassim said that the
company plans to have approximately
AED5 billion (US$1.36 billion) under
management by the end of 2017 and up
to AED9 billion (US$2.45 billion) by 2020,
targeting the UAE, Saudi and Egyptian
markets.

million (US$28.88 million) for 2015,
according to a press release. The bank’s
net profit in the last quarter of 2016
increased 57% to BHD4.1 million
(US$10.57 million) from BHD2.6 million
(US$6.7 million) for the same period in
2015. In terms of Islamic finance, an
increase of 13% can be seen in 2016, in
addition to the increase in customer
investment accounts by 9% as compared
with 2015.

QInvest
QATAR: QInvest made a net profit of
QAR22.5 million (US$6.17 million) in
2016 on the back of a 6% increase in
revenues to QAR416 million (US$114.15
million). The Islamic investment bank
noted in a statement that assets grew 5%
year-on-year to QAR4.69 billion (US$1.29
billion).
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NEWS
Khaleeji Commercial Bank
BAHRAIN: Shariah compliant Khaleeji
Commercial Bank has reported a net
profit of BHD5.31 million (US$13.98
million) for the 2016 financial year
compared with BHD8.02 million
(US$21.12 million) the bank recorded a
year before, according to its financial
results for the year ended the 31st
December 2016. Total assets stood at
BHD765 million (US$2.01 billion)
compared with BHD653.98 million
(US$1.72 billion) in 2015.

2016, compared with JOD37.21 million
(US$52.33 million) in 2015. Net operating
income of the company also increased to
JOD16.27 million (US$22.88 million) in
2016 from JOD15.6 million (US$21.94
million) in 2015.

Finance House Group

JORDAN: Islamic Insurance has
announced retained earnings of JOD4.59
million (US$6.46 million) in 2016, an
increase from 2015’s JOD4.26 million
(US$5.99 million), according to the
company’s 2016 preliminary results. The
company realized total assets of
JOD37.82 million (US$53.19 million) for

UAE: Finance House Group, which owns
Islamic Finance House, reported a total
comprehensive income of AED65 million
(US$17.69 million) for the year ended the
31st December 2016, 50% higher year-onyear compared with AED43.35 million
(US$11.8 million) recorded in the
previous year, according to a statement.
Net interest income, income from Islamic
financing and investing assets and net
income from perpetual instruments grew
by 23.6% to reach AED245.4 million
(US$66.79 million) during the period,
compared with AED198.4 million (US$54
million) in 2015.

TAKAFUL

Social Welfare and Bank Refah over the
remaining shares of the new company.

Islamic Insurance

Iran to get second life
insurance company
IRAN: Mellat Insurance, aﬃliated with
Bank Mellat, is planning to establish
Iran’s second life insurance company,
with Mellat set to own a 20% stake in the
planned firm and the remaining shares to
be held by four other entities, Risknews.
ir reported quoting Alireza Ebrahimpour,
Mellat Insurance’s CEO. Alireza added
that talks are underway with the
Ministry of Cooperatives, Labor and

RATINGS
Indonesia’s outlook upgraded
to positive
INDONESIA: Moody’s has revised
Indonesia’s credit outlook to positive from
stable and reaﬃrmed its rating of ‘Baa3’ as
the country progresses on reforms and its
eﬀorts to keep finances under control
despite falling prices for its main
commodity exports, according to a
statement. Concurrently, the rating
agency has also revised the outlook for the
ratings of eight banks to positive from
stable: Bank Mandiri, Bank Rakyat
Indonesia, Bank Central Asia, Bank
Negara Indonesia, Bank CIMB Niaga,
Bank Tabungan Negara, Bank Danamon
Indonesia and Lembaga Pembiayaan
Ekspor Indonesia (Indonesia Eximbank).

©

Orient Takaful renews
insurance with Hilton
EGYPT: Orient Takaful has renewed
its insurance coverage deal for Hilton
Hotel Groups for hotels in the cities of
Hurghada and Alexandria, according to
Amwal Alghad quoting an Orient oﬃcial.
Hilton’s insurance policy, which is worth
a total sum of EGP600 million (US$33.57
million), includes civil liability, cash

Lebanon’s ‘B-’ ratings
afϐirmed
LEBANON: Fitch has aﬃrmed Lebanon’s
long-term foreign and local currency
issuer default ratings (IDRs) at ‘B-’ with a
stable outlook, according to a statement.
The issue ratings on Lebanon’s senior
unsecured foreign currency bonds and
country ceiling are also aﬃrmed at ‘B-’,
with the short-term foreign and local
currency IDRs at ‘B’. The rating agency
noted that Lebanon’s ratings reflect high
political and security risks, very weak
public finances and anemic economic
performance.

Finance House’s ratings
afϐirmed
UAE: Capital Intelligence has aﬃrmed
Finance House’s corporate credit ratings at
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SHUAA Capital
UAE: SHUAA Capital, which oﬀers
Islamic and conventional products,
reported an overall group loss of
AED132.5 million (US$36.06 million) for
the financial year 2016, 30.4% lower
compared with AED190.3 million
(US$51.8 million) recorded in the
previous year, according to a press
release. The group’s revenue for the
period stood at AED173.8 million
(US$47.31 million) versus AED178.2
million (US$48.5 million) in 2015.

Palestine Islamic Bank
PALESTINE: Palestine Islamic Bank
reported a net profit of US$12.6 million
for the 2016 financial year, compared
with US$10.03 million in the previous
year, according to a bourse filing.

transfer, dishonesty and the damages
from fire, burglary, floods, earthquakes,
volcanoes and torrents.

Tawuniya signs contract with
Saudi Airlines
SAUDI ARABIA: Company for
Cooperative Insurance (Tawuniya) has
signed a contract with Saudi Arabian
Airlines under which Tawuniya will
provide medical insurance services to
Saudi Airlines’s employees and their
families, according to a statement.

‘A3’ (short term) and ‘BBB-’ (long term)
with a stable outlook, according to a
statement. The rating agency noted that the
ratings of Islamic Finance House’s parent
company are supported by a strong capital
base, good capital ratios, satisfactory asset
quality, generally good liquidity ratios as a
result of a strong deposit base that fully
funds the financing portfolio, as well as
good operating profitability.

Walaa secures ‘BBB+’ rating
SAUDI ARABIA: S&P has aﬃrmed
Saudi United Cooperative Insurance
(Walaa)’s insurer financial strength rating
at ‘BBB+’ with a stable outlook, according
to a statement. The rating reflects the
company’s strong risk-based capital
adequacy, a satisfactory business risk
profile and an overall upper-adequate
financial risk profile.
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NEWS
Capital Intelligence afϐirms
Maybank at ‘A-’

Sime Darby’s Islamic notes
afϐirmed

Aldar Properties’s rating
upgraded to ‘Baa2’

MALAYSIA: Capital Intelligence has
aﬃrmed Malayan Banking (Maybank)’s
financial strength rating at ‘A-’ with a
stable outlook, according to a statement.
The rating is underpinned by the bank’s
strong and improving capital adequacy,
its low non-performing loans (NPL) ratio
together with a good eﬀective NPL
coverage ratio, its good liquidity position
and its diversified asset base and revenue
streams and also reflects the bank’s
dominant position and flagship bank
status in the domestic market, as well as
the majority ownership by statecontrolled entities. The bank’s rating is,
however, constrained by the declining
profitability ratios and the challenging
operating environment.

MALAYSIA: MARC has aﬃrmed the
ratings on Sime Darby’s Islamic
commercial paper/Islamic medium-term
note (ICP/IMTN) program with a
combined limit of RM4.5 billion (US$1.01
billion) at ‘MARC-1IS/AAAIS’ and the
perpetual subordinated Sukuk program
of up to RM3 billion (US$675.93 million)
at ‘AAIS’, according to a statement. The
outlook on all ratings is maintained
at negative, as it considers the risks and
uncertainties associated with Sime
Darby’s recently announced plan to
create three stand-alone entities with
each separately engaged in the
plantation, property and trading and
logistics sectors.

UAE: Moody’s has upgraded Aldar
Properties’s issuer rating to ‘Baa2’ from
‘Baa3’ and concurrently made the same
rating revision on the US$750 million
senior unsecured trust certificates due in
2018, issued by Sukuk Funding (No. 3),
according to a statement.

MOVES

Properties, as the head of real estate;
Abhijit Choudhury, currently acting
CEO of NBAD, as the new head of risk;
Samer Abdelhaq, the head of legal
and compliance in NBAD, has been
appointed to the same position in the
merged entity; and Sofia el Boury will be
the head of investor relations, a position
she held at FGB. Mohamed Yasin and
Mahmoud al-Aradi, NBAD’s head of
securities and head of global markets
respectively, will retain their positions in
the merged entity. Rola Abu Manneh,
who was the senior general manager
for corporate and investment banking
at NBAD, will hold a similar role in the
combined entity.

(CSR). Hessa, who is also the bank’s chief
human resources oﬃcer, will be in charge
of developing the bank’s CSR programs
in accordance with the UAE’s Year of
Giving initiatives.

IDB

SAUDI ARABIA: The IDB has
announced in a press release the
appointment of Dr Abdulhakim Elwaer
as its oﬃcial group spokesperson.
Serving also as the group’s director of
cooperation and resource mobilization,
Abdulhakim was the director of
administration and human resource
management at the African Union prior
to joining the IDB.

PIDM
MALAYSIA: The Malaysia Deposit
Insurance Corporation (PIDM), which
provides coverage to both Islamic and
conventional banks, has appointed Johan
Mahmood Merican and Gloria Goh to
its board of directors, according to a
statement. Johan is currently the deputy
director-general (human capital) of the
Economic Planning Unit while Goh is a
retired EY partner.

NBAD-FGB
UAE: Abu Dhabi National Islamic
Finance’s managing director, Fahad
Al Shaer, has been appointed as the
head of National Bank of Abu Dhabi
(NBAD) and First Gulf Bank (FGB)’s
merged entity, eﬀective the 1st April,
according to a memo seen by the media.
IFN can also confirm that Andrew
Cairns, previously NBAD’s global head
of debt origination and distribution,
has been named as the head of global
banking and corporate finance of the
new entity. Other appointments include:
Jasim Al Ali, FGB’s CEO for First Gulf
©

Around 70 senior positions have been
filled at what the bank calls the N-2 level,
with another new level of management
to be announced in due time. The
NBAD-FGB merger is expected to be
finalized in the first quarter of 2017,
which would result in the largest bank in
MENA by assets.

Bank Al Habib
PAKISTAN: Sohail Abbasi confirmed on
LinkedIn that he is now heading the
Islamic banking business of Bank Al
Habib. Sohail was previously the co-head
of wholesale banking at Bank Nizwa.

Commercial Bank
International
UAE: Commercial Bank International,
which oﬀers Islamic banking services,
has announced in a press release the
appointment of Hessa Al Ghurair as its
head of corporate social responsibility
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The outlook on all ratings is stable. The
rating agency noted that the decision to
upgrade Aldar’s ratings reflects its
deleveraged balance sheet, improved
earnings quality and its view that it will
be able to withstand ongoing weakness
in the Abu Dhabi real estate market.

Gatehouse Bank
UK: Gatehouse Bank, which oﬀers
Islamic banking products and services,
has announced the appointment of
Charles Haresnape as its new CEO.
According to a press release, prior to
joining Gatehouse Bank, Haresnape was
the managing director of Aldermore, a
specialized lender in the UK. Fahed
Faisal Boodai, the chairman and cofounder of Gatehouse Financial Group
and Gatehouse Capital, is currently the
interim CEO of the bank. Fahed will step
down from these responsibilities when
Haresnape joins but will remain as part
of the core team overseeing an orderly
transition of duties to Haresnape.

Bank Sohar
OMAN: Bank Sohar, which oﬀers Islamic
banking products through window Sohar
Islamic, has appointed Pieter De Witt as
the bank’s new CFO and Khalid Khalfan
Rashid Al Subhi as the new assistant
general manager (AGM) and head of
compliance, according to a press
statement. De Witt previously served as
the head of financial reporting and
review with Arab National Bank and
Saudi Hollandi Bank, while Khalid was
previously the senior bank examiner at
the Central Bank of Oman.
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DEAL TRACKER
Expected date

Company's name

Size

Structure

Announcement Date

TBA

Hong Kong

US$1 billion

Sukuk

9th February 2017

TBA

State of Kano, Nigeria

TBA

Sukuk

7th February 2017

TBA

EQUATE Petrochemical Co

US$750 million

Sukuk

6th February 2017

2017

Aktif Bank

US$120 million

Sukuk

31st January 2017

2017

The Government of Tunisia

US$500 million

Sukuk

31st January 2017

TBA

Pakistan’s National Savings
Organization

TBA

Sukuk Ijarah

22nd January 2017

TBA

Government of Egypt

TBA

Sukuk

18th January 2017

TBA

Government of Indonesia

US$449.4 million

Sukuk

18th January 2017

TBA

Nogaholding

TBA

Sukuk/Bond

15th January 2017

TBA

Masraf Al Rayan

US$500 million

Sukuk

11th January 2017

TBA

Sabah Credit Corporation

US$781.99 million

Sukuk Musharakah

11th January 2017

TBA

Dubai Islamic Bank

US$500 million

Sukuk

4th January 2017

TBA

Government of Oman

US$1 billion

Sukuk/bond

3rd January 2017

TBA

Sabana Reit

US$55.24 million

Sukuk

27th December 2016

TBA

Kingdom of Saudi Arabia

TBA

Sukuk

28th December 2016

22 March 2017

Central Bank of Bahrain

US$112.37 million

Sukuk Salam

21st December 2016

TBA

Nigeria Debt Management Oﬃce

TBA

Sukuk

19th December 2016

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

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

28th 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

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

nd

©
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REDmoney Global Shariah Index Series (All Cap)
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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 financial Shariah
guidelines.

Telecomunication Services
2%

Utilities
2%

Basis Materials
15%
Consumer Goods Services
15%

Technology
14%
Energy
8%

Non-Cyclical
Consumer Goods Services
7%
Industrials
22%

Financials
4%
Healthcare
11%

The REDmoney Global Shariah Index Series powered by IdealRatings consists of a rich subset of global listed equities that adhere to clearly
defined and transparent Shariah guidelines defined by Shariyah Review Bureau in Jeddah, Saudi Arabia.
The REDmoney Shariah Indexes provides Islamic investors with an accurate and Shariah-specific equity performance benchmark with optimized
compliance credibility due to the intensive research conducted to ensure that index constituents do not conflict with the defined 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
For further information regarding REDmoney Indexes contact:

REDmoney Global Shariah Index Series

Andrew Morgan
Managing Director, REDmoney Group

RED

©

Email: Andrew.Morgan@REDmoneygroup.com
Tel +603 2162 7800
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Eurekahedge North America Islamic Fund Index
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Top 10 Annualized Returns for ALL Funds
Fund

Fund Manager

Performance Measure

1

Al-Ameen Islamic Active Allocation Plan - III

UBL Fund Managers

25.40

Pakistan

2

Atlas Pension Islamic - Equity Sub

Atlas Asset Management

23.11

Pakistan

3

Al-Ameen Islamic Active Allocation Plan - II

UBL Fund Managers

23.08

Pakistan

4

Meezan Tahaﬀuz Pension - Equity Sub

Al Meezan Investment Management

20.89

Pakistan

5

Al-Ameen Islamic Active Allocation Plan - I

UBL Fund Managers

18.44

Pakistan

6

Al-Ameen Shariah Stock

UBL Fund Managers

17.79

Pakistan

7

Atlas Islamic Stock

Atlas Asset Management

17.65

Pakistan

8

WSF Global Equity - USD I

Cogent Asset Management

10.64

Guernsey

9

Al Raed Saudi Equity

Samba Financial Group

10.42

Saudi Arabia

10

QInvest Edgewood Sharia'a

QInvest

9.90

Cayman Islands

Eurekahedge Islamic Fund Index

Fund Domicile

3.02
th

Based on 42.70% of funds which have reported January 2017 returns as at the 13 February 2017
Top 10 Annualized Standard Deviation for ALL funds
Fund

Fund Manager

Performance Measure

1

Boubyan KWD Money Market

Boubyan Bank

0.06

Cayman Islands

2

Boubyan USD Liquidity

Boubyan Capital Investment Company

0.07

Kuwait

3

CIMB Islamic Deposit

UOB Asset Management

0.16

Malaysia

4

CIMB Islamic Money Market

UOB Asset Management

0.20

Malaysia

5

Emirates Islamic Money Market Limited
Institutional Share Class I USD

Emirates NBD Asset Management

0.23

Jersey

6

Watani USD Money Market

National Bank of Kuwait

0.33

Cayman Islands

7

Al Rajhi Commodity Mudarabah - USD

Al Rajhi Bank

0.47

Saudi Arabia

8

Al Badr Murabaha SAR

Banque Saudi Fransi

0.50

Saudi Arabia

9

Watani KD Money Market

National Bank of Kuwait

0.51

Cayman Islands

10

Aﬃn Hwang Aiiman Cash I

Asian Islamic Investment Management

0.58

Malaysia

Eurekahedge Islamic Fund Index

Fund Domicile

8.08
th

Based on 42.70% of funds which have reported January 2017 returns as at the 13 February 2017
Comprehensive data from Eurekahedge will now feature the overall top 10 global and regional funds based on a specific duration (yield to date, annualized returns,
monthly returns), Sharpe ratio as well as delve into specific asset classes in the global arena – equity, fixed income, money market, commodity, global investing (which
would focus on funds investing with global mandate instead of a specific 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 five-week rotational basis.

©
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Eurekahedge Islamic Fund Balanced Index over the last 5 years

Eurekahedge Islamic Fund Balanced Index over the last 1 year
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Top 10 Islamic Fund Money Market by 3 Months Returns
Fund

Fund Manager

1

Atlas Pension Islamic - Money Market Sub

Atlas Asset Management

1.45

Pakistan

2

Meezan Tahaﬀuz Pension - Money Market Sub

Al Meezan Investment Management

1.18

Pakistan

3

Al-Mubarak SAR Trade

Arab National Bank

0.75

Saudi Arabia

4

Apex Dana Al Kanz

Apex Investment Services

0.75

Malaysia

5

Al Rajhi Commodity Mudarabah - USD

Al Rajhi Bank

0.48

Saudi Arabia

6

Al-Mubarak USD Trade

Arab National Bank

0.28

Saudi Arabia

7

Watani KD Money Market

National Bank of Kuwait

0.14

Cayman
Islands

8

CIMB Islamic Money Market

UOB Asset Management

0.04

Malaysia

9

Watani USD Money Market

National Bank of Kuwait

0.03

Cayman
Islands

10

Al Badr Murabaha Fund USD

Banque Saudi Fransi

-0.01

Saudi Arabia

Eurekahedge Islamic Fund Index

Performance Measure

Fund Domicile

0.21
th

Based on 40.00% of funds which have reported January 2017 returns as at the 13 February 2017
Top 10 Islamic Fund of Funds by 3 Months Returns
Fund

Fund Manager

1

Al-Ameen Islamic Active Allocation Plan - V

UBL Fund Managers

18.22

Pakistan

2

Al-Ameen Islamic Active Allocation Plan - I

UBL Fund Managers

18.13

Pakistan

3

Al-Ameen Islamic Active Allocation Plan - II

UBL Fund Managers

18.05

Pakistan

4

Al-Ameen Islamic Active Allocation Plan - III

UBL Fund Managers

17.98

Pakistan

5

Al-Ameen Islamic Active Allocation Plan - IV

UBL Fund Managers

17.93

Pakistan

6

Al Rajhi Multi Asset Growth

Al Rajhi Bank

8.67

Saudi Arabia

7

Al-Mubarak Balanced

Arab National Bank

6.59

Saudi Arabia

8

Al Yusr Tamoh Multi Asset

Alawwal Invest

5.46

Saudi Arabia

9

Crescent Balanced Progressive Fund of Funds

Oasis Crescent Management Company

4.89

South Africa

10

Al Yusr Mizan Multi Asset

Alawwal Invest

3.15

Saudi Arabia

Eurekahedge Islamic Fund Index

Performance Measure

Fund Domicile

9.53

Based on 81.00% of funds which have reported January 2017 returns as at the 13th February 2017
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 aﬃliates provide any express or implied warranty or representations as to
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for any purpose.
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Most Recent Global Sukuk
Priced

Issuer

Nationality Instrument Market

7th Feb 2017

Dubai Islamic Bank

UAE

Sukuk

Euro market
public issue

1,000

25th Jan 2017

Investment
Corporation of Dubai

UAE

Sukuk

Euro market
public issue

1,000

17th Jan 2017

Africa Finance
Corporation

Nigeria

Sukuk

9th Jan 2017

Malaysia

Sukuk

30th Nov 2016

Rantau Abang
Capital
IDB Trust Services

Saudi
Arabia

Sukuk

Euro market
private
placement
Domestic market
public issue
Euro market
public issue

23rd Nov 2016

Etihad Airways

UAE

Sukuk

Euro market
public issue

21st Nov 2016

Malaysia

Sukuk

Malaysia

Sukuk

560

Maybank, CIMB Group, AmInvestment Bank

8th Nov 2016

Barwa Bank

Qatar

Sukuk

130

National Bank of Abu Dhabi

31st Oct 2016

Bank Pembangunan
Malaysia
Kuveyt Turk Katilim
Bankasi

Malaysia

Sukuk

357

HSBC, CIMB Group

Kuwait

Sukuk

Domestic market
public issue
Domestic market
public issue
Euro market
private
placement
Domestic market
public issue
Foreign market
public issue

113

18th Nov 2016

Bank Muamalat
Malaysia
Maxis Broadband

Mizuho, Standard Chartered Bank, JPMorgan,
National Bank of Kuwait, National Bank of Abu
Dhabi, RHB Capital, Gulf International Bank,
Natixis, Credit Agricole
JPMorgan, HSBC, National Bank of Abu Dhabi,
First Gulf Bank, Dubai Islamic Bank, Abu Dhabi
Islamic Bank
OCBC, DRB-HICOM

500

24th Oct 2016

Celcom Networks

Malaysia

Sukuk

133

20th Oct 2016

Maxis Broadband

Malaysia

Sukuk

120

AmInvestment Bank

18th Oct 2016

Ahli United Bank

Bahrain

Sukuk

200

Credit Suisse, Citigroup, Credit Agricole

12th Oct 2016

Malaysia

Sukuk

750

BNP Paribas, HSBC, CIMB Group, Citigroup

12th Oct 2016

TNB Global Ventures
Capital
Cagamas

Malaysia

Sukuk

139

CIMB Group

12th Oct 2016

DanaInfra Nasional

Malaysia

Sukuk

5th Oct 2016

Pakistan

Sukuk

4th Oct 2016

Islamic Republic of
Pakistan
Kingdom of Bahrain

Bahrain

Sukuk

26th Sep 2016

Edaran SWM

Malaysia

Sukuk

Domestic market
public issue
Domestic market
public issue
Euro market
public issue
Euro market
public issue
Domestic
market private
placement
Domestic market
public issue
Euro market
public issue
Euro market
public issue
Domestic market
public issue

Standard Chartered Bank, Kuwait Finance
House, Arab Banking, Dubai Islamic Bank,
Emirates NBD, QInvest, Noor Bank
HSBC, CIMB Group

25th Oct 2016

Global Sukuk Volume by Month

©

150

224
1,250

1,500

1,079
1,000
2,000
194

Standard Chartered Bank, HSBC, Kuwait
Finance House, Arab Banking, National Bank
of Abu Dhabi, Maybank, Dubai Islamic Bank,
Sharjah Islamic Bank, Emirates NBD
Standard Chartered Bank, JPMorgan, HSBC,
National Bank of Abu Dhabi, Dubai Islamic
Bank, Citigroup, Emirates NBD
FirstRand, Mitsubishi UFJ Financial Group,
Emirates NBD
CIMB Group, AmInvestment Bank

HSBC, RHB Capital, Maybank, CIMB Group,
AmInvestment Bank
Standard Chartered Bank, Deutsche Bank, Dubai
Islamic Bank, Citigroup, Noor Bank
Standard Chartered Bank, JPMorgan, BNP
Paribas, Arab Banking, Credit Suisse
CIMB Group, Hong Leong Financial Group

Global Sukuk Volume by Quarter

US$bn
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45
1500
Value
(US$bn)
40
Avg
Size
(US$m)
1250
35
30
1000
25
750
20
15
500
10
250
5
0
0
1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10
2016

US$ (mln) Managers

US$bn
250

Value (US$bn)

US$m
600

Avg Size (US$m)

500

200

400

150

300

100

200

50
0

100
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
2012

2017

42

2013

2014

2015

2016

0

2017

15th February 2017

DEALOGIC
LEAGUE TABLES
Top 30 Issuers of Global Sukuk
Issuer
Nationality Instrument Market
Sukuk

Euro market
public issue

Sukuk

4

Kingdom of Bahrain Bahrain

Sukuk

5

Dubai Islamic Bank UAE

Sukuk

Euro market
public issue
Domestic market
public issue
Euro market
public issue
Euro market
public issue

2,500

3

Perusahaan Penerbit Indonesia
SBSN Indonesia III
DanaInfra Nasional Malaysia

6

Malaysia

Sukuk

UAE

Sukuk

1,500

3.7

8

Sarawak Hidro

Malaysia

Sukuk

1,365

3.4

9

DP World

UAE

Sukuk

Euro market
public issue
Euro market
public issue
Domestic market
public issue
Euro market
public issue

1,500

6

Malaysia Sukuk
Global
Etihad Airways

12 Months
Iss Managers
(%)
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
6.2 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank,
CIMB Group, Citigroup
5.5 RHB Capital, Maybank, CIMB Group, Hong Leong Financial
Group, AmInvestment Bank, HSBC
4.9 Standard Chartered Bank, JPMorgan, BNP Paribas, Arab
Banking, Credit Suisse
3.9 Standard Chartered Bank, HSBC, Arab Banking, National
Bank of Abu Dhabi, Dubai Islamic Bank, Sharjah Islamic Bank,
Emirates NBD, Kuwait Finance House, Maybank
3.7 JPMorgan, HSBC, Maybank, CIMB Group

1,200

3.0

10 Danga Capital

Malaysia

Sukuk

1,110

2.7

11 EI Sukuk

UAE

Sukuk

1,007

2.5

12 Islamic Republic of
Pakistan
12 Hazine Mustesarligi
Varlik Kiralama
Anonim Sirketi
14 Investment
Corporation of
Dubai
15 Lembaga
Pembiayaan
Perumahan Sektor
Awam
16 Lebuhraya DUKE
Fasa 3
17 Maxis Broadband

Pakistan

Sukuk

1,000

2.5

Turkey

Sukuk

Domestic market
public issue
Euro market
public issue
Euro market
public issue
Euro market
public issue

1,000

2.5

UAE

Sukuk

Euro market
public issue

996

2.5

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

Malaysia

Sukuk

Domestic market
public issue

986

2.4

OCBC, RHB Capital, Maybank, Bank Islam Malaysia, CIMB
Group, Aﬃn Investment Bank, AmInvestment Bank

Malaysia

Sukuk

912

2.3

RHB Capital, Maybank, CIMB Group, AmInvestment Bank

Malaysia

Sukuk

886

2.2

CIMB Group, AmInvestment Bank, Maybank

18 National Higher
Education Fund
19 TNB Global
Ventures Capital
19 Emaar Sukuk

Malaysia

Sukuk

880

2.2

Malaysia

Sukuk

750

1.9

Maybank, CIMB Group, Aﬃn Investment Bank, AmInvestment
Bank
BNP Paribas, HSBC, CIMB Group, Citigroup

UAE

Sukuk

Domestic market
public issue
Domestic market
public issue
Domestic market
public issue
Euro market
public issue
Euro market
public issue
Domestic market
public issue
Domestic market
public issue
Euro market
private placement
Domestic market
public issue
Euro market
private placement
Euro market
public issue
Euro market
public issue

750

1.9

RHB Capital, Maybank, CIMB Group, AmInvestment Bank

733

1.8

644

1.6

605

1.5

RHB Capital, Maybank, Kenanga Investment Bank, CIMB Group,
AmInvestment Bank
RHB Capital, Maybank, Kenanga Investment Bank,
AmInvestment Bank
National Bank of Abu Dhabi, Standard Chartered Bank

535

1.3

Maybank

533

1.3

HSBC

500

1.2

Standard Chartered Bank

500

1.2

Euro market
public issue
Foreign market
public issue
Euro market
public issue

500

1.2

500

1.2

500

1.2

Standard Chartered Bank, HSBC, Kuwait Finance House, Arab
Banking, Maybank, Dubai Islamic Bank, Emirates NBD, QNB
Capital, Noor Bank
Standard Chartered Bank, First Gulf Bank, Dubai Islamic Bank,
Sharjah Islamic Bank, Citigroup, Emirates NBD, Noor Bank
Standard Chartered Bank, Kuwait Finance House, Arab Banking,
Dubai Islamic Bank, Emirates NBD, QInvest, Noor Bank
Deutsche Bank, HSBC, CIMB Group

40,475

100

1

IDB Trust Services

2

Saudi
Arabia

Sukuk

21 Prasarana Malaysia Malaysia

Sukuk

22 Jambatan Kedua

Malaysia

Sukuk

23 Barwa Bank

Qatar

Sukuk

24 Sime Darby

Malaysia

Sukuk

25 Bank Albilad

Sukuk

26 Sultanate of Oman

Saudi
Arabia
Oman

26 SIB Sukuk III

UAE

Sukuk

26 Noor Bank

UAE

Sukuk

26 Kuveyt Turk Katilim Kuwait
Bankasi
26 Axiata SPV2
Malaysia
Total

©

Sukuk

Sukuk
Sukuk

US$
(mln)
2,850

2,242
2,000
1,570

43

JPMorgan, HSBC, National Bank of Abu Dhabi, First Gulf Bank,
Dubai Islamic Bank, Abu Dhabi Islamic Bank
RHB Capital, Maybank
JPMorgan, Deutsche Bank, HSBC, National Bank of Abu Dhabi,
First Gulf Bank, Barclays, Dubai Islamic Bank, SG Corporate &
Investment Banking, Citigroup, Emirates NBD
RHB Capital, AmInvestment Bank, Standard Chartered Bank,
DBS, CIMB Group
Standard Chartered Bank, HSBC, Arab Banking, Maybank,
Dubai Islamic Bank, Emirates NBD, Al Hilal Bank, Noor Bank
Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank,
Citigroup, Noor Bank
Standard Chartered Bank, HSBC, Emirates NBD
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Top Managers of Sukuk
Manager

Sukuk Volume by Currency US$ (billion)

12 Months
US$ (mln)

Iss

%

1

CIMB Group

5,371

37

13.3

2

Standard Chartered Bank

4,248

24

10.5

3

Maybank

3,812

28

9.4

4

HSBC

3,105

19

7.7

5

RHB Capital

2,968

28

7.3

6

AmInvestment Bank

2,658

22

6.6

7

Dubai Islamic Bank

1,955

16

4.8

Malaysia

8

JPMorgan

1,740

8

4.3

UAE

9

Emirates NBD

1,715

16

4.2

10

National Bank of Abu Dhabi

1,647

11

4.1

11

Citigroup

1,288

7

3.2

Qatar

12

Deutsche Bank

987

4

2.4

Pakistan

13

Arab Banking Corporation

965

9

2.4

14

Noor Bank

590

7

1.5

15

BNP Paribas

588

2

1.5

16

First Gulf Bank

550

5

1.4

17

Credit Suisse

467

2

1.2

12 Months
25.1

US dollar
14.5

Malaysian ringgit
0.5

Saudi riyal
Indonesian rupiah

0.3

Sukuk Volume by Issuer Nation US$ (billion)

12 Months
18.1

8.2

4.3

Saudi Arabia
2.8

Indonesia

2.2

Bahrain

1.5
1.0

Global Sukuk Volume by Sector

12 Months

10%

18

National Bank of Kuwait

450

4

1.1

19

Kenanga Investment Bank

406

7

1.0

20

Aﬃn Investment Bank

391

4

1.0

21

Hong Leong Financial Group

367

4

0.9

22

Natixis

353

2

0.9

22

Gulf International Bank

353

2

0.9

24

Abu Dhabi Islamic Bank

349

2

0.9

25

Kuwait Finance House

274

4

0.7

26

OCBC

262

6

0.7

27

Sharjah Islamic Bank

254

3

0.6

28

DBS

253

3

0.6

29

Credit Agricole

223

3

0.6

30

Mashreqbank

183

2

0.5

40,475

127

100

Total

4%

Mandated Lead Arranger

US$ (million)

No

%

Kuwait Finance House

1,996.95

1

16.75

1

National Bank of Kuwait

1,996.95

1

16.75

3

Al Rajhi Capital

663.09

2

5.56

4

Alinma Bank

549.59

2

4.61

5

Banque Saudi Fransi

497.22

3

4.17

5

HSBC

497.22

3

4.17

5

Samba Capital & Investment
Management

497.22

3

4.17

8

National Commercial Bank

490.69

3

4.11

9

Mitsubishi UFJ Financial Group

377.18

3

3.16

10

Standard Chartered Bank

328.93

3

2.76

©

Government
47%

9%

Transportation
Utility & Energy
Telecommunications
Other

22%

Global Sukuk Volume - US$ Analysis
US$bn
250
200

Non-US$

US$

150
100
50
0

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
2012

Top Islamic Finance Related Project Finance Mandated Lead
Arrangers
12 Months
1

Finance

8%

2013

2014

2015

2016

2017

Top Islamic Finance Related Project Financing Legal Advisors
Ranking
12 Months
Legal Advisor

44

US$ (million)

No

%

1

Latham & Watkins

4,279.41

3

32.24

2

Allen & Overy

3,197.46

3

24.09

3

Cliﬀord Chance

2,755.10

2

20.76

4

Baker & McKenzie

1,365.39

1

10.29

5

Norton Rose Fulbright

915.00

1

6.89

6

White & Case

758.14

1

5.71

15th February 2017

DEALOGIC
LEAGUE TABLES
Top Islamic Finance Related Financing Mandated Lead Arrangers
Ranking
12 Months
US$ (mln)

No

%

1

Mandated Lead Arranger
Samba Capital

969

5

7.4

2

Dubai Islamic Bank

964

11

7.4

3

Banque Saudi Fransi

939

4

4

Saudi National Commercial Bank

933

5

Noor Bank

6

Top Islamic Finance Related Financing Deal List

12 Months

Credit Date

US$ (mln)

Borrower

th

Nationality

15 Apr 2016

Yanbu Aramco Sinopec
Refining

Saudi Arabia

7.2

27th Jun 2016

Rabigh Electricity

Saudi Arabia

2,686

4

7.2

20th Sep 2016

Aluminium Bahrain

Bahrain

1,500

815

12

6.2

19th Sep 2016

Saudi Electricity

Saudi Arabia

1,333

Emirates NBD

643

8

4.9

9th Mar 2016

Dhuruma Electricity

Saudi Arabia

1,138

7

SABB

604

6

4.6

15 Jun 2016

PNB Jersey

Malaysia

889

8

Abu Dhabi Islamic Bank

588

6

4.5

29th Aug 2016

Atlantis The Palm

UAE

850

9

Standard Chartered Bank

525

8

4.0

Almarai

Saudi Arabia

600

10

Abu Dhabi Commercial Bank

385

4

3.0

570

Al Rajhi Capital

366

2

2.8

National Oil & Gas
Authority

Bahrain

11
12

HSBC

365

6

2.8

10th May 2016 Allana International

UAE

500

13

Union National Bank

345

4

2.6

14

Natixis

265

4

2.0

15

Alinma Bank

260

2

2.0

1

Saudi Arabia

16

Riyad Bank

258

2

2.0

2

UAE

17

Arab National Bank

254

2

2.0

3

Bahrain

18

Arab Banking Corporation

251

4

1.9

4

th

st

31 Aug 2016
st

1 Mar 2016

4,700

Top Islamic Finance Related Financing by Country
Nationality

12 Months

US$ (mln)

No

%

5,756

7

44.1

4,181

19

32.0

1,188

2

9.1

Qatar

460

1

3.5

Turkey

384

3

2.9

19

Credit Agricole

249

3

1.9

5

20

First Gulf Bank

243

6

1.9

6

India

368

1

2.8

7

Malaysia

283

1

2.2

8

Pakistan

200

1

1.5

9

Egypt

105

1

0.8

10

United Kingdom

77

1

0.6

21

Bank Albilad

229

1

1.8

22

National Bank of Abu Dhabi

207

3

1.6

23

Gulf International Bank

193

3

1.5

24

Al Hilal Bank

184

1

1.4

25

National Bank of Bahrain

159

2

1.2

25

Ahli United Bank

159

2

1.2

27

Mitsubishi UFJ Financial Group

138

1

1.1

28

Sharjah Islamic Bank

136

3

1.0

29

BBK

133

2

1.0

Finance

30

Mashreqbank

118

2

0.9

Real Estate/Property

Top Islamic Finance Related Financing by Sector
Utility & Energy
Oil & Gas

Dining & Lodging

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months
US$ (mln)

No

%

1

Bookrunner
Abu Dhabi Islamic Bank

806

5

11.3

2

Noor Bank

746

7

10.4

3

Dubai Islamic Bank

642

5

9.0

4

Standard Chartered Bank

570

5

8.0

5

Emirates NBD

474

3

6.6

6

SABB

312

2

4.4

7

Abu Dhabi Commercial Bank

283

1

4.0

8

Arab Banking Corporation

275

4

3.8

9

Saudi National Commercial Bank

267

1

3.7

9

Samba Capital

267

1

3.7

12 Months

US$ bln 0

1

2

3

4

5

6

7

8

Global Islamic Financing - Years to Maturity (YTD Comparison)
2015
2014
2013
2012
2011
2010
2009
2008
0%
0-3yrs

20%
3-5yrs

40%
5-7yrs

60%

80%
7-10yrs

100%
10+yrs

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
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FEBRUARY 2017

SEPTEMBER 2017

22nd

KL Awards Dinner

Kuala Lumpur,
Malaysia

14th

IFN Turkey Forum

Istanbul, Turkey

28th

Dubai Awards Dinner

Dubai, the UAE

18th

IFN Europe Dialogue

Luxembourg

19th

IFN Investor Forum

Luxembourg

IFN Iran Forum

Tehran, Iran

MARCH 2017
7th

IFN Oman Forum

Muscat, Oman

TBC

14th

CIS Forum

Astana, Kazakhstan

OCTOBER 2017

22nd

China OIC Forum

Beijing, China

TBC

Africa Islamic Finance Forum

Lagos, Nigeria

16th

Sovereign Sukuk Dialogue

Washington DC, the
US

18th

IFN US Forum

New York, the US

TBC

IFN Pakistan Forum

Lahore, Pakistan

APRIL 2017
10th – 11th

IFN Asia Forum

Kuala Lumpur,
Malaysia

11th

IFN FinTech Forum

Kuala Lumpur,
Malaysia

NOVEMBER 2017

MAY 2017
9th
17

IFN Morocco Forum

th

19th

IFN Kuwait Forum

Kuwait City, Kuwait

21st

IFN Jordan Forum

Amman, Jordan

22nd

IFN Saudi Arabia Forum

Jeddah, Saudi Arabia

Casablanca, Morocco

IFN UK Forum

London, the UK

JULY 2017
27th

IFN Indonesia Forum

Jakarta, Indonesia
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