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Financing the ϐinanciers: The building
momentum of bank bonds
In February, Dubai Islamic Bank
issued the largest-ever senior financial
Sukuk, in a move expected to kickstart
a flurry of bank financing. LAUREN
MCAUGHTRY takes a look at the
market for issuance, the diﬀering
demands for funding, and why
financials are forging the way for the
Islamic debt capital market in 2017.

Strong demand
Despite the ongoing economic
challenges, emerging markets are
optimizing their funding profiles — and
pushing ahead to lock down longterm finance before a potential Federal
Reserve rate hike in March. This has
resulted in a surprisingly healthy debt
capital market for 2017 — and as the
oil price creeps up and pressure
eases on financial institutions,
a growing number of issuers
are likely to consider their
financing options while
liquidity is still available.
“The climate is extremely
conducive. Demand is not
just healthy but arguably
pent-up as a result
of the continued
growth of Islamic
finance, inclusion
of Sukuk in widely

2016

tracked JPMorgan fixed income
indices and more than US$20 billion of
Sukuk maturing in 2017,” confirmed
Mohieddine Kronfol, the chief
investment oﬃcer of global Sukuk
and MENA fixed income at Franklin
Templeton, which manages over
US$1.2 billion in Sukuk assets. “We
expect issuance in 2017 to surpass last
year’s volumes by 20-30% as more
GCC sovereigns include Sukuk in
their funding mix. We also expect
banks, which are in a less-stressed
environment, to still tap markets for
refinancing and capital requirements.”
“The oil price range is now more clearly
understood, both by suppliers and
consumers. So although prices remain
low, there is a lot more certainty in
terms of state revenues for the
GCC economies and that helps
better spending planning, and
that creates a good environment
where investors clearly know
what risks they are taking,”
commented Gourang Hemani,
the chief financial oﬃcer of
Qatar Islamic Bank,
speaking to IFN. “That
eﬀectively translates
from sovereign level
right down to issuer
level — it helps each
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bank to have a better understanding of
how the credit growth story is going to
unfold, so they are able to better forecast
the need for funding and the demand
for capital.”

The dollardenominated
Sukuk correspond
to normal senior
debt issued by any
conventional bank,
and are more for
the international
markets
Building up
“We are expecting an increase in
financial institutions tapping the debt
capital market, both in Malaysia and the
Middle East,” confirmed Mohamad Safri
Shahul Hamid, the senior managing
continued on page 3
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audit certificate to Lendcor

Hong Kong issues US$1
billion 10-year Sukuk
Qatar Islamic Bank
receives approval to upsize
Sukuk facility
Saudi Arabia seeking banks
to arrange debut US dollar
Sukuk
Indonesia raises IDR6.02
trillion (US$450.3 million)
from Sukuk sale
Ministry of Finance
evaluating Sukuk plan by
Malaysia Debt Ventures
SapuraKencana Petroleum
to issue Sukuk as part of
US$1.5 billion multicurrency
refinancing package
Kuveyt Turk receives
approval for domestic
Sukuk; to shut down Dubai
oﬃce
Dana Gas may restructure
US$700 million Sukuk and
extend maturity
Africa Finance Corporation
carries out US$150
million Sukuk transaction
on NASDAQ Dubai
Murabahah platform
ABHC Sukuk extends
tenor on RM1 billion
(US$225.1 million) Sukuk
Wakalah and increases
profit rate

Bank of Maldives expands
Islamic product suite to
include home financing
product
AFFIN Holdings’s
reorganization exercise will
not aﬀect ratings, RAM
Ratings says
Securities and Exchange
Commission of Pakistan
approves prospectuses of
two new Modarabas
Islamic Finance Center
disburses PKR14 million
(US$131,074) in the first two
months
Filipino central bank
working on Sukuk
regulation among others

RESULTS
Qatar Islamic Bank realizes
10% increase in total assets
for 2016

Malath Cooperative
Insurance and Reinsurance
Company gains regulatory
approval to slash capital by
more than half
Zurich Takaful Malaysia
launches Family Takaful
solution for senior citizens

RATINGS
Moody’s aﬃrms ratings
of 14 Russian financial
institutions; changed
outlooks from negative to
stable

Emirates REIT records
22.8% increase in rental
income for 2016

Moody’s upgrades
Morocco’s ratings from
stable to positive

Al Baraka Banking
Group’s net income in 2016
decreases 6% to US$268
million

RAM downgrades Oman’s
rating to ‘gBBB2(pi)/Stable’

Sunway Treasury Sukuk
to issue 189th Islamic
commercial papers worth
RM100 million (US$22.51
million)

Takaful International
back in the black with
BHD631,000 (US$1.66
million) total profit in 2016

Global Islamic Financial
Services awards Shariah

Al Rajhi Company for
Cooperative Insurance
to provide employees of
Ministry of Education with
voluntary health insurance
services

Fitch aﬃrms long-term
issuer default ratings on
five UAE banks with a
stable outlook

Riyad REIT achieves
SAR9.89 million (US$2.64
million) net profit for 2016

Popular Credit of Algeria
Bank to launch Shariah
compliant financing from
2018

Bahrain Kuwait Insurance
Company to buy Bahrain
Islamic Bank’s stake in
Takaful International Co

Alliance Financial Group
realizes RM129.7 million
(US$29.07 million) net profit
for the third quarter of the
2017 financial year

Dubai Islamic Bank
receives approval for US$5
billion Sukuk

NEWS

TAKAFUL

Malaysia Building
Society’s profit after tax
in 2016 declines 21.8% to
RM201.41 million (US$45.14
million)
Alinma Tokio Marine
realizes net loss of
SAR17.44 million (US$4.65
million) for 2016

RAM reaﬃrms Samalaju
Industrial Port’s Sukuk at
‘AA1(s)/Stable’
RAM assigns ‘AAA/Stable/
P1’ ratings to Maybank
Islamic’s proposed RM10
billion (US$2.24 billion)
Islamic program

MOVES
Qatar Islamic Bank
appoints board members
Malath Cooperative
Insurance and Reinsurance
Company’s board member
resigns

Disclaimer: IFN invites leading practitioners and academics to contribute short reports each week. Whilst we have used our best
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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director and deputy CEO of
CIMB Islamic. “Banks are
doing senior, Tier 1 and Tier
2 requirements to meet their
capital thresholds. But it is also
a way of obtaining funding.
The key is to optimize the
funding and get the best rate
possible.”
Last year saw around
US$5.4 billion of
Sukuk issuance by
financial institutions
(excluding
multilaterals), including
US$1 billion of capital eligible Sukuk.
Out of this amount, US$4 billion was
issued by GCC banks. “We think that
in 2017, we will see slightly more,
including a combination of long term
issuance and capital eligible Sukuk,”
said Mohamed Damak, the global head
of Islamic finance at S&P, speaking to
IFN. “The latter is becoming one of the
preferred ways for Gulf banks to boost
their capitalization because of investors’
appetite and also a move of GCC banks’
senior management to optimize their
cost of capital.”

Capital boost
Qatar Islamic Bank (QIB) last week
received shareholder approval to
raise its Tier 1 capital Sukuk limit by
QAR2.5 billion (US$686.22 million) —
and although the bank has no concrete
plans to issue at the moment, the
move demonstrates an awareness of
the current market conditions and the
potential requirement for funding.
But not all funding is equal. “There
are two types of Sukuk issued by
banks at the moment — debttype Sukuk and Tier 1
capital-type Sukuk,”
explained Gourang.
“At the moment, the
capital-based Sukuk
are predominantly
issued for local
markets and
primarily in their
base currency. The
dollar-denominated
Sukuk correspond
to normal
senior debt
issued by any

©

conventional bank, and are
more for the international
markets.”
In the second half of last
year we saw a multitude
of banks tap the market for
Tier 1 and 2 capital deals
— equity-type transactions
designed to boost capital
reserves. QIB went to
market with a QAR2
billion (US$548.97
million) Tier 1 deal
in September. The
UAE’s Noor Bank
in May issued an inaugural US$500
million Tier 1 capital issuance with
an orderbook topping US$1 billion to
achieve highly competitive pricing. In
Kuwait, Boubyan Bank launched the
country’s first Sukuk issuance since
1997 (and 2016’s first Tier 1 issuance)
with a US$250 million capital-boosting
and Basel III-compliant Tier 1 issuance
that received exceptional interest. “Our
issuance was five times oversubscribed,
and we got 6.75% which at the time
was a very attractive pricing,” Boubyan
Capital CEO Saleh Al-Ateeqi told IFN.
Ahli United Bank followed this with its
own US$200 million Tier 1 issuance in
October.
This type of issuance is likely to
continue into 2017, and the pipeline
remains strong — QIB should return
this year, and Warba Bank is expected
to issue this week. Over in Turkey,
Al Baraka Turk recently successfully
converted its Tier 2 subordinated Sukuk
from Basel 2 to Basel 3, while Al Baraka
Banking Group is expected to issue
around US$300 million in Tier 1 this
quarter, to name just a few.
“Sovereigns and
supranationals are
likely to remain the
dominant issuers, but
bank issuance may
rise in some markets,
driven by issuance
to meet regulatory
capital requirements,”
commented Bashar Al
Natoor, the global
head of Islamic
finance
at Fitch
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Ratings. “Basel III implications for
liquidity are fairly significant in GCC
countries as banks have a substantial
contractual maturity mismatch between
medium-term lending and very shortterm customer deposits.”

Banks are
doing senior,
Tier 1 and Tier 2
requirements to
meet their capital
thresholds. But
it is also a way
of obtaining
funding. The key
is to optimize the
funding and get the
best rate
possible
Funding requirements
But it’s not just about capital — in fact,
this needs to be carefully managed.
“As a treasurer, you cannot have your
capital ratios too high,” warned Safri. “If
your reserves are too high, it shows that
you are not optimizing or using your
capital eﬃciently, so you have to find
the right balance.”
Balance sheet management, on the
other hand, is becoming increasingly
important. Lower oil revenues
mean that liquidity is not as
abundant as before, and banks
are keen to secure long-term
funding. “I think we will see
more banks coming to the
international market to raise
long-term debt,” predicted
Gourang. “I would expect
to see more activity
happening on the debt
side rather than the
capital side in 2017.”
continued on page 4
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Middle East. We took a risk that we
might pay a high price for the issuance
— but we were confident of the strength
of our credit, and in the end demand
was strong and we were successful.”
“Demand for senior bank Sukuk is
robust, similar to investment-grade,
medium-term issues,” confirmed
Mohieddine. “Subordinated bank
Sukuk continue to attract demand from
investors searching for higher yield.”

Mohamed agrees. “Because of the drop
in oil price impact on the deposit base
of GCC banks and the fact that global
liquidity has not yet been aﬀected by
monetary policy tightening in
developed markets, some of
the GCC banks are planning
to go to the market to raise
more stable funding and
cheaper in relative terms
funding, taking into account
the maturity profile.”
This is exactly what Dubai
Islamic Bank (DIB)
kickstarted with
its debut US$1
billion issuance
in February. “We
wanted to hit
the market early,”
Corporate Banking Chief Naveed Ali
told IFN. “There was a lot of uncertainty
about Fed movements in the first
quarter. We wanted to take advantage
of the period before any rate hike, and
move into the market quickly.”
DIB embarked on a growth strategy
a few years ago which it has funded
through various combinations of
increasing customer deposits, tapping
the capital markets and issuing fresh
capital both through a rights issue and
Tier 1 Sukuk last year and the year
before. But in 2017, the market has
changed and funding requirements have
to be approached in a diﬀerent way.
“People are now coming out with senior
unsecured rather than capital issuance
– primarily to manage the balance sheet
and fund growth,” confirmed Naveed.
“We should see more banks come
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to market for this type of debt in the
future.”
And first movers have the first
advantage. “This year we wanted
to raise as early as possible
before the market got
cluttered, and we wanted to
take advantage of the best
pricing. We also wanted
to raise funds as early as
possible so we could embark
on our growth strategy
for 2017 as planned.” This
resulted in high levels
of interest among
investors, with a
book in excess of
US$2.5 billion. “We
printed US$1 billion
at a very attractive
price of 1.75bps over midswaps,” said
Naveed.

Position of strength
So what is achieving these tight prices?
Scarcity of supply and strength of
demand is the usual story. But the
unique attraction of many banks is
of course their credit strength —
and as the market evolves and
adapts to the new normal,
this is becoming increasingly
valuable. For example, Saleh
explains the calculated risk
that led up to Boubyan’s
issuance last year. “In early
2016, the markets were
volatile, there were no
Tier 1 Sukuk for the
first five months and
we were the first Tier
1 instrument in the

4

Sovereigns
and
supranationals are
likely to remain the
dominant issuers,
but bank issuance
may rise in some
markets, driven by
issuance to meet
regulatory capital
requirements
“The low but stable oil prices meant
more Middle East issuers going out to the
international market,” added Gourang.
“Investors now have more certainty in
terms of the revenue streams — both
of countries themselves and individual
entities — and that makes them more
comfortable in terms of investing. There
is now a decent demand back in the
international market for GCC
names.”

Better balance
So what can we expect for
the rest of the year?
“There are certainly banks
looking at Sukuk, and we
will see more come
to market,” said
Safri. “We are very
early in the year
continued on page 5
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and investors
are flush with
money, so they
want to put
it to work
with good
names and
good credit.
Investors will be
looking
at credit
stories
closely,
and
financial issuers
are going to benefit from that.”
“It is a beneficial climate for issuance
right now,” agreed Gourang. “We had
a record year in 2016 in terms of overall
debt issuance from the region, and I think
we will see continue, especially if the big
sovereigns such as Qatar and Saudi come
to market with an Islamic tranche.”

7th March 2017
Grand Millennium Muscat, OMAN
H.E Abdullah Salim Al-Salmi

Subordinated
bank Sukuk
continue to attract
demand from
investors searching
for higher
yield
And of course, the situation in 2017 is
far more stable and far more predictable
than it was in 2016. Now that oil price
has calmed down, there is more
certainty in terms of what government
spending will be and this has translated
into more confidence within the banking
sector. Although liquidity won’t be as
easily available as it was a few years
ago, financial institutions are now better
prepared. “There are certainly
challenges in terms of liquidity but it is
better controlled — making it easier for
the banks to plan and manage their
funding requirements,” noted Gourang.
“That is why we are seeing such
issuance volumes coming out.”
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Executive President
Capital Market Authority

H.E Hamood bin Sangour
bin Hashim Al Zadjal
Executive President
Central Bank of Oman

Having hosted the IFN Seminar, Dialogue and Report in 2016, IFN returns to Oman with our inaugural IFN Oman Forum!
Against the backdrop of further inroads that Oman has made in the industry thus far, the forum will see experts and investors
from Oman and neighboring countries weigh in on current economic challenges in light of lower commodity prices and
volatile market conditions; and how the development of the Islamic financial market in the country will create an efficient
alternative channel to mitigate further disruptions to business and economic activities. Although Oman was one of the last
GCC states to join the Islamic finance table, it is clearly pushing forward in its attempt to grow the industry. Listen to market
regulators and leading industry experts discuss the opportunities within this sector at the IFN Oman Forum 2017.
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Retail Sukuk gain traction in Malaysia as Khazanah Nasional
steps up the ante
Retail Sukuk have been gaining
strong traction across a number of
key Islamic finance markets of late,
and Khazanah Nasional, Malaysia’s
sovereign wealth fund, is the latest to
expand the domestic Sukuk market to
include individual investors. Not only
is the organization playing a role in
developing the country’s retail Islamic
debt market, but it is also doing so
by allowing individual investors to
have a stake in socially impactful
investments. DANIAL IDRAKI looks
at how this development might be a
catalyst for retail Sukuk to take oﬀ
in one of Islamic finance’s leading
markets.
Khazanah recently received approval
from holders of the RM100 million
(US$22.51 million) Sukuk Ihsan issued
in 2015 under the Sustainable and
Responsible Investment (SRI) Sukuk
framework to allow the program to be
oﬀered to retail investors.

This [retail
Sukuk] is a
great asset class
for investors, as
it allows them to
support projects
with high
social impact
To recap, Khazanah had in 2015 issued
the seven-year SRI Sukuk at the price
guidance of 4.3% per annum under a
RM1 billion (US$225.1 million) Sukuk
program, and the facility was fully
subscribed by a diverse investor group
including foundations, corporations,
banks, pension funds and asset
management companies. The proceeds
from the issuance were used to fund
schools under the Yayasan AMIR Trust
School Program.
Malaysia has not witnessed much
activity in the retail Sukuk space,
despite its position as a leading Islamic

©

finance market. Only DanaInfra
Nasional had previously made Sukuk
available to retail investors when the
infrastructure financing entity created
by the finance ministry issued two
separate facilities in 2013, amounting
to RM300 million (US$67.53 million)
and RM100 million (US$22.51 million)
respectively.

at maturity the KPIs are fully met,
Sukukholders will forgo or contribute
up to 6.22% of the nominal value due
under the Sukuk, which in eﬀect will
reduce the yield to 3.5% per annum.
The adjustment is considered as part
of Sukukholders’ social obligation in
recognizing the positive social impact
generated by the Trust School program.

A source familiar with Khazanah’s
retail Sukuk undertaking explained to
IFN that the sovereign wealth fund is
looking to encourage the participation
from civil society to be part of an
investment that would benefit children
in the country. “This [retail Sukuk] is
a great asset class for investors, as it
allows them to support projects with
high social impact,” the finance manager
said, adding that currently, investors
in Malaysia are not yet used to the idea
of Sukuk being available at the retail
level, although he is optimistic that
the market can be developed further.
Note that Khazanah is only the second
entity after DanaInfra to make Sukuk
available at the retail level in Malaysia.
“The issuance will be done similar to
DanaInfra’s retail Sukuk structure, and
the profit payment will be linked to the
performance of the trust schools,” he
noted.

If KPIs are not met or partially not met,
Sukukholders will receive up to the
nominal value due under the Sukuk
as agreed at issuance. Another unique
feature of this Sukuk facility is that it
allows Sukukholders to convert their
investment in the Sukuk into a donation
at any point during the tenor.

According to Khazanah, the social
impact of the Sukuk structure is
measured using a set of predetermined
KPIs, which are assessed over a
five-year observation time frame. If

6

Beyond the confines in Malaysia, other
Islamic finance markets have also made
strides in the retail Sukuk space. Last
year, Indonesia launched a new nontradable savings Wakalah instrument
that pays a 6.9% coupon per annum
with a two-year maturity, and raised
IDR2.59 trillion (US$194.25 million)
from the sale. The savings Sukuk facility
was sold to 11,338 individual investors
across 32 provinces in the country.
The Jordanian government is also
considering making Sukuk available at
the retail level as part of a
recommendation made by the Economic
Policy Council, while Pakistan’s
National Savings Organization is
considering asset-based Sukuk Ijarah to
facilitate small-scale investors.
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EXCLUSIVE — UK crowdfunding platform becomes world’s ϐirst
Shariah compliant FCA-certiϐied ϐintech ϐirm
Equity-based property crowdfunding
platform Yielders has successfully
acquired a Shariah stamp of approval,
making it the UK’s first Shariahcertified fintech company and the
world’s first Islamic fintech company
to comply with regulations set by
the Financial Conduct Authority
(FCA).VINEETA TAN brings you the
exclusive.
The London-based firm, regulated by
the FCA via an appointed representative
with full authorization due in the
first quarter, recently completed the
independent Shariah certification by
a prominent scholar with the whole
assurance process managed by the
UKIFC, after initiating the process in
November 2015.

start earning almost immediately as the
assets are already generating income.
The firm expects to realize 6% net annual
yields, excluding any capital appreciation
opportunities. With two assets on the
platform, it has so far raised GBP1.2
million (US$1.49 million) from individual
investors who are able to partake
in the projects for as low as GBP100
(US$124.52). The firm expects to increase
the number of assets by at least fivefold
over the next 10 months.
While the firm is currently focused on
the UK market, there are plans for global
expansion through partnerships in the
GCC and Pan-Asia over the coming
months, Irfan revealed.

“While it’s been a long journey to get
to this point, we are still at the start of
the fintech revolution and believe it will
fundamentally reshape how Islamic
finance products are oﬀered,” Irfan
Khan, the founder of Yielders, tells IFN.

“We are really excited about the future;
our targets this year are modest: we aim
to expand our product oﬀerings in the
latter part of the year. We have invested
heavily in developing technology to
keep our operational costs low and have
the ability to scale upwards with little
overhead cost,” shared Irfan.

Yielders practices a unique business
model: balance sheet crowdfunding,
under which the real estate platform
only oﬀers pre-funded investments to
the retail crowd, allowing investors to

The development comes amid the rapid
rise of fintech for Islamic finance and
builds the case for the UK in establishing
itself as the western hub for Shariah
finance by expanding and facilitating the

Islamic investment universe. Other
leading Islamic finance centers such as
Malaysia and Dubai are also striving to
create an enabling environment for
Islamic fintech: Malaysia was the first to
license an Islamic peer-to-peer financing
platform, while Dubai is in the midst of
designing a regulatory framework for
crowdfunding which will cover Shariah
compliant participants.

Islamic megabank underway?
VINEETA TAN writes that three Qatari
banks deciding to merge could give
the region the Islamic ‘megabank’ the
industry has for years tried to create
to no avail, and increase the prospects
for larger Islamic syndicated deals and
project finance to boost the US$2 trillion
Shariah finance sector.
Masraf Al Rayan (MAR), Barwa Bank
and International Bank of Qatar (IBQ) are
currently performing due diligence on a
possible tripartite merger which would
result in the largest Islamic bank in Qatar
with assets of QAR173 billion (US$47.47
billion), displacing incumbent Qatar
Islamic Bank, and propel the merged
entity as the largest bank in the State
after Qatar National Bank (QNB). This
potential shakeup is viewed positively by
analysts as it would relieve the pressures
on asset yields and profitability as well as
mitigate risks.
©

“The merged entity between MAR,
Barwa and IBQ would help to rebalance
the Qatari banking sector,” explains
Nitish Bhojnagarwala, an assistant
vice-president at Moody’s. “Currently
in Qatar, 18 banks serve a population
of only 2.6 million, and QNB — the
largest bank in the GCC — dominates
with a market share of more than 40%
of domestic assets.” Depending on the
strategy of the new entity, which may
diverge from the current direction of
each individual participating bank, the
amalgamation is likely to give it the
economies of scale to better compete and
add to the country’s eﬀorts to raise public
awareness of Shariah compliant finance.
If executed, the consolidation would also
give the Qatari entity an edge in regional
Islamic banking standings: overtaking
the likes of QIB and Abu Dhabi Islamic
Bank to become the GCC’s fourth-largest

7

Shariah bank by assets. This could help
the new entity to win larger mandates
previously out of reach for the respective
individual banks.
What is also interesting is the diverse
business profiles of MAR, Barwa and
IBQ which would work in the favor of
both the merged entity in helping it build
a stronger business proposition, and
consumers as they would benefit from
a wider range of products and expertise
under one roof.
“Masraf Al Rayan has a strong
relationship with the Qatari government,
with loans to the government and public
sector entities representing around 50%
of its financing book. Barwa has a solid
consumer and corporate business and
IBQ is a niche player in private banking,”
noted Bhojnagarwala.
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Kuala Lumpur welcomes Islamic finance elites to honor
industry’s finest
Kuala Lumpur hosted 270 Islamic
finance leaders from across Asia, the
Middle East and Europe on the 22nd
February as the industry gathered at
the prestigious annual Islamic Finance
news Awards ceremony to honor and
celebrate the exceptional achievements
and contributions of market players in
2016, a year characterized by volatility
and turbulence. VINEETA TAN
reports.
Diﬀerentiated by its independence,
breadth and rigorous selection process,
the IFN Awards are recognized
worldwide as the leading accolade for
the global Islamic finance industry. A
total of 25 awards were handed out to
winners of the IFN Deals of the Year
(DOTY), IFN Best Banks, IFN Service
Providers and IFN Law Awards from
the Asian region.

This showcases
yet again
the resilience of
this market and
the unwavering
commitment of
Islamic finance
participants to
develop the sector
— all promising to
ensure the growth
and sustainability of
the industry
Despite 2016 being a challenging year
for the Islamic financial markets which
were impacted by erratic movements
in the wider financial markets, weaker
global growth and major geopolitical
shakeups, there were several vibrant
bright spots in the Shariah finance
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space. Andrew Morgan, the managing
director and publisher of the REDmoney
Group, the parent company of IFN, says:
“This showcases yet again the resilience
of this market and the unwavering
commitment of Islamic finance
participants to develop the sector — all
promising to ensure the growth and
sustainability of the industry.”
The industry’s perseverance and agility
in navigating a tough landscape is
captured in the series of IFN Awards
which continues to grow from
strength to strength. The IFN DOTY
welcomed an unprecedented number
of environmental and social impact
transactions showcasing for the first
time that Islamic finance players and
their customers are demonstrating a
more clear and systematic focus on
doing well for the planet and for the
people; the IFN Best Banks Poll received
one of the best responses ever with over
26,000 votes from around the world;
the IFN Law Awards received a record
number of nominations from firms
across 13 hotly-contested categories,
with a diverse range of submissions
reflecting complexity, breadth and
visibility of the work undertaken by
the legal fraternity; and the IFN Service
Providers Poll, now in its 11th year, once
again received an exceptional response,
highlighting the importance of these
players to the ongoing functionality of
the Islamic finance industry.

Mitsubishi UFJ with two awards. For
a complete list of winners, please click
here.
The night was graced by industry
stalwarts including Abu Hassan Alshari
Yahaya, the assistant governor of Bank
Negara Malaysia; Irfan Siddique, the
president and CEO of Meezan Bank;
Zainal Izlan, the managing director of
development and Islamic markets of the
Securities Commission of Malaysia; Raja
Teh Maimunah, CEO of AmInvestment
Bank; Norzilah Mohammed, the
president and CEO of EXIM Bank;
Shazmeer Mokhtar, the deputy director
of Malaysia International Islamic
Financial Center; Adissadikin Ali, the
managing director and CEO of RHB
Islamic; Badlisyah Abdul Ghani, the
deputy CEO of Lembaga Tabung Haji;
Mohamad Safri Shahul Hamid, the
senior managing director and deputy
CEO of CIMB Islamic; and Fad’l
Mohamed, the deputy CEO of Maybank
Investment.
Held in Kuala Lumpur and Dubai every
year, the next IFN Awards Dinner will
be held at the Ritz Carlton DIFC in
Dubai on the 28th February 2017 to
recognize winners from the Middle East
and the African region.

Receive all the latest news via the No.1
Islamic finance based feed

Some of the biggest victors last night
include CIMB Group which took home
six awards; Maybank Group which
bagged four awards; Meezan Bank with
three awards; ZUL RAFIQUE & Partners
also winning three; and Bank of Tokyo
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Fund Focus: KBW Investments’s REPE fund
KBW Investments is oﬀ to a good start
in 2017 after the group made its foray
into the Shariah compliant investment
universe by launching Crestmount
Capital (Crestmount) recently. In
tandem with the establishment of
Crestmount, the group also launched
its premier Shariah compliant real
estate private equity (REPE) fund —
Crestmount Fund I — which focuses on
investing in five under-development
properties in Australia. DANIAL
IDRAKI speaks to Shimmy Mathew,
KBW Investments’s CFO, about this
exciting new REPE fund.

The fact that
undeveloped
sites typically have
extended timelines
is one compelling
reason why the fund
has decided to focus
on ongoing projects.
[The] return as an
investor is partly a
function of time —
the quicker that you
realize the return,
the higher the IRR
and time value of
money
The fund has secured AED267 million
(US$72.68 million) in commitment
from both institutional investors
and investors who are high-networth individuals (HNWIs) and
will be deployed into five separate
Shariah compliant real estate projects
in Australia. Crestmount Fund I is
structured as a close-ended mutual
fund via commodity Murabahah
agreements, and has a targeted annual
©

return of 15-20%. The projects targeted
for the capital, at varying stages of
progress, are residential developments
conceptualized and developed by the
largest Shariah compliant developer in
Australia, PietyTHP Developments, and
is planned to be delivered within a 24-36
month timeline.

undeveloped sites typically have
extended timelines is one compelling
reason why the fund has decided to
focus on ongoing projects. [The] return
as an investor is partly a function of
time — the quicker that you realize
the return, the higher the IRR and time
value of money,” he added.

“Crestmount Fund I’s investment into
Australian Shariah compliant real
estate development projects is what I
feel comfortable referring to as ‘riskmitigated’. One of the aspects of the
fund is that we have the ability to oﬀer
investors superior risk-adjusted returns
from residential development projects
in another geographic location —
locational de-risking — by leveraging
the extensive development and delivery
experience of PietyTHP Developments.
This market approach is supported
by the 70% pre-sales on the properties
under development which de-risk the
expected IRR [internal rate of return],”
Mathew told IFN recently.

This is in contrast to funds that invest in
undeveloped sites, which often pose the
risk of unexpected pivots in FSR/GFA
(floor space ratio/gross floor area), for
example. “When you execute feasibility,
you want to execute quickly so the
market doesn’t change on you. Funds
are reliant on third parties to deliver,
so who you choose to invest in is a very
important part of the value proposition
as well.”

When deciding on the oﬀering of the
fund, which is guided by Amanie
Advisors, Mathew noted that the key
was to present an attractive opportunity
within Shariah compliant specifications
that would allow investors to see
a promising return. “The fact that

9

As a close-ended fund, Crestmount
Fund I will not increase in size, but due
to the bullish reception it received from
investors, Crestmount is working to
introduce a second fund to the market.
“Based on the queries from interested
parties, I can confirm that Fund II is
currently in the works. Crestmount
Capital is currently examining several
avenues that are of interest, and we’ll be
sharing more information on that once
there are cemented plans in place for
Fund II,” Mathew said.
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Pakistan’s commodity Murabahah trading platform: Will it
work?
Pakistan has recently announced its
plans to follow in the footsteps of
Dubai, Kuala Lumpur and London
to develop its own Murabahah
commodity trading platform in
partnership with the Pakistan
Mercantile Exchange. DURGAHYENI
MOHGANA SELVAM reports on the
progress of the platform, and what it
would bring to Pakistan’s aspirations.
The platform, the first of its kind in the
Asian country, will be set up to manage
buying and selling of commodities in
the local and international exchanges,
using Islamic banks’ short-term funds.
Banks have submitted proposals to the
State Bank of Pakistan, and various
ideas and inputs are being discussed,
especially regarding commodities
that have the most potential in the
market. Some ideas include banks
buying oil from companies on a cash
payment basis and then reselling on
a deferred payment basis to a third
party; integrating the platform with
international exchanges in Dubai,
London and Malaysia; and many more.
Pakistan has made impressive Islamic
banking progress: the country’s Shariah
banking industry recorded a profit of
PKR8.4 billion (US$78.64 million) in
July-September 2016 compared with
PKR6.5 billion (US$60.86 million) during
the same quarter of 2015. Flush with
liquidity, Islamic banks, however, are
deprived of suitable investment avenue
to manage their liquidity. In other
words, they have the cash, but they lack
the channels to invest the cash as per
requirements and compliance. But this
isn’t a new issue. The liquidity problem
has been plaguing the country for years.
So why wasn’t a commodity Murabahah
platform put in place previously?
Bankers have opined that, to be able to
tap the Murabahah trading platform
market and subsequently benefit
from it, Pakistan should adopt a more
liberal view as other countries have
already advanced significantly in their
respective Murabahah trading platform
eﬀorts.
Pakistan houses some of the world’s top
Shariah scholars and because of this, it
should be easier for the country to form
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the platform as more precise opinions
and expertise can be sourced from the
scholars. In fact, the initiative should
have been taken years ago. But perhaps
this is where the problem lies. Bankers
feel that the Shariah requirements are
too stringent, to the extent that high
requirements and reserved mindsets are
posing a threat to the development of
Islamic finance in the country.
A look at similar eﬀorts from other
countries justifies Pakistan’s need to go
ahead with the platform; if successful,
it would add value to the country’s
economy. Since NASDAQ Dubai’s
Murabahah platform was launched in
2014, total transactions that took place
through it, representing an expanding
number of corporate and individual
users, are valued at more than PKR14
billion (US$131.07 million).
Transaction value was up 37% in 2016,
reaching PKR6.7 billion (US$62.73
million) from PKR4.9 billion (US$45.86
million) in 2015. Malaysia’s Murabahah
commodity trading platform, Bursa
Suq Al Sila, reported a 7.2% increase in
its average daily volume from RM15.2
billion (US$3.42 billion) in the 2015
fiscal year to RM16.3 billion (US$3.67
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million) in the 2016 fiscal year. The
question is, will Pakistan beat the other
nations that are already far advanced
and developed in realizing the most
sought-after, on-demand, globallyrecognized Murabahah commodity
trading platform?
Whether this is feasible or not, the
initiative comes at the right time for
the nation. The platform, if realized,
would be a stepping stone in securing
Pakistan’s near future in the rat race of
the world economy. According to the
World Bank, services are expected to
grow more than 5% in 2016 while largescale manufacturing, attributable to low
global commodity prices, is expected to
increase between 4% and 4.5%.
As Christine Lagarde, the managing
director of the IMF, said: “Pakistan’s
demands are expected to be the driving
factor of consumption, fueled by rising
remittances and a loose monetary
stance. Investing in a new, on-demand
initiative would bring in more revenue
and [the] desired growth to the
country’s economy.” Likewise, if the
platform becomes a reality, it would be
a breakthrough for the economy, both
domestically and globally.
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Sovereign borrowing from MENA region to slow down by 20%
to US$136 billion this year
Sovereign borrowing by countries
from the MENA region is expected to
decline by 20% this year on the back of
fiscal consolidation implemented by
GCC countries after a sharp increase
in 2016, S&P said in its latest report, as
modest recovery in oil prices since the
fourth quarter of 2016 is expected to
reduce the net oil exporters’ government
financing needs compared with last
year. DANIAL IDRAKI writes.
“We project that the 13 MENA
sovereigns we rate will borrow an
equivalent of US$136 billion from
long-term commercial sources in 2017.
This represents a 20% decline (of US$34
billion) in long-term commercial debt
issuance,” the rating agency noted.
In 2017, US$28 billion (about 20%) of
MENA sovereigns’ gross borrowing will
be used to refinance maturing longterm debt, compared with US$24 billion
in 2016, resulting in an estimated net
borrowing requirement of US$108 billion.
MENA sovereigns’ commercial debt
stock is projected to reach US$720 billion
by the end of 2017, a 19% increase from
2016. Adding bi- and multilateral debt,
the total stock will reach US$821 billion,
a year-on-year increase of US$135 billion,
or 20%. The share of noncommercial
oﬃcial debt (bi- and multilateral) in
total sovereign debt is set to rise to 14%
of total debt as at the end of 2017, from
13% in 2016. The outstanding shortterm commercial debt (debt with an
original maturity of less than one year),
meanwhile, is expected to reach US$106
billion at the end of 2017.
“We expect Saudi Arabia (27%), Lebanon
(14%) and Egypt (11%) to issue the lion’s
share of commercial government debt in
the region in 2017. The three will account
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The rating agency also noted that most
GCC countries tapped the international
debt markets in 2015 and 2016 to
diversify their funding sources and
reduce liquidity pressures in their
domestic banking systems, and this
phenomenon is relatively new for the
region, as historically, GCC sovereigns
haven’t had much appetite to increase
debt burdens.
“We expect GCC sovereign gross
commercial long-term borrowing of
US$75 billion in 2017, down from US$105
billion in 2016 — which was a sharp
increase from 2015 (US$43 billion). Some
clarity has emerged regarding GCC
governments’ deficit financing strategies,
with Qatar, Bahrain and Oman largely
focused on debt issuance rather than

asset drawdowns, while Abu Dhabi,
Kuwait and Saudi Arabia are likely to
have more of a split between issuing debt
and liquidating part of their assets to
fund their central government deficits,”
S&P aﬃrmed.
The rating agency had previously
stated in a report that it expects total
global Sukuk issuance for 2017 to hover
around US$60-65 billion. The GCC will
need approximately US$275 billion of
financing between 2017 and 2019, during
which roughly 50% of this amount will
be raised from conventional/Sukuk
issuance.
Bahrain will most likely remain a
prominent player after issuing US$3.2
billion of Sukuk in 2016, while Morocco,
Tunisia, Oman, Iran and Kuwait are
among the MENA countries to have
expressed an intention to issue sovereign
Islamic debt in the near term. It was
recently reported that Saudi Arabia and
Egypt, which had initially planned to
issue sovereign Sukuk in early 2017, have
postponed their plans to tap the
international Islamic capital markets.
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Saudi Arabia — the largest MENA
economy — remains the largest borrower
with US$36.6 billion, or 27% of gross
commercial long-term borrowing in the
region as a whole, albeit on a declining
trend (-36%). “We expect Saudi Arabia
to account for 27% and 17% of MENA’s
commercial borrowing and debt stock
respectively in 2017 and to remain the
second-largest issuer of commercial
debt (on a stock basis) in MENA behind
Egypt,” S&P explained, adding that
Egypt will continue to rely heavily on the
domestic debt market, with the central
bank and state-owned banks largely
meeting the government’s financing
requirements.
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for US$70 billion, or 52%, of the total.
We expect Iraq to remain the MENA
sovereign with the largest share of biand multilateral debt in 2017 (42% of the
total) with the next largest recipient of
oﬃcial funding being Jordan (25%),” S&P
said.
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Sovereign Sukuk: Hong Kong makes waves with third global
issuance
It has been an exciting week in the
sovereign Sukuk space with Hong
Kong making waves with its third
Islamic bond issuance, while Saudi
Arabia and Oman will be following
suit in the near term after both
countries laid the groundwork for its
potential issuance. DANIAL IDRAKI
brings you the usual roundups in the
sovereign Islamic debt markets.

Hong Kong
The government of Hong Kong has
issued a US$1 billion 10-year tenor Reg
S Sukuk facility. Issued by SPV Hong
Kong Sukuk 2017, the Sukuk facility was
launched following a global roadshow
which commenced on the 13th February
2017 covering the UAE, Malaysia,
Singapore, Hong Kong and the UK, and
was priced at 3.13%. The transaction
was almost twice oversubscribed, with
orders worth US$1.72 billion. HSBC,
Standard Chartered, CIMB and National
Bank of Abu Dhabi acted as the joint
lead managers and joint bookrunners
with HSBC and Standard Chartered also
acting as the joint global coordinators
for the oﬀering.

Indonesia
The government of Indonesia’s
sovereign Sukuk (SPN-S 08082017
and four project-based Sukuk series)
auction on the 21st February received
total incoming bids of IDR10.39 trillion
(US$779.25 million), according to an
oﬃcial announcement. The government
raised a total of IDR6.02 trillion
(US$451.5 million) from the five Sukuk
series oﬀered, which will be used to
finance the 2017 State Budget.

Saudi Arabia
Saudi Arabia has requested for
proposals from banks for its potential
US dollar Sukuk, according to Reuters
quoting unnamed sources. The
government has approached lenders
which had worked on Saudi’s first
issuance. Citibank, HSBC and JPMorgan
will be acting as the global coordinators.
Bank of China, BNP Paribas, Deutsche
Bank, Goldman Sachs, Morgan Stanley,
MUFG and NCB Capital are also
reported to be involved.

©

Upcoming sovereign Sukuk
Country

Amount

Expected date

Indonesia

US$5.5 billion

2017

Saudi Arabia

TBA

2017

Morocco

TBA

First half 2017

Bahrain

TBA

First quarter 2017

Oman

US$2 billion

2017

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

Hong Kong

US$500 million to US$1 billion TBA

Ningxia Hui Autonomous
Region

US$1.5 billion

TBA

Niger

XOF150 billion

TBA

Luxembourg

TBA

TBA

Tunisia

US$500 million

TBA

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

Oman
Oman has named Alizz Islamic, Citibank,
Dubai Islamic Bank, Gulf International
Bank, HSBC, JPMorgan and Standard
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Chartered to manage a Sukuk sale that is
expected to be around US$1.5-2 billion in
size, Global Capital reported, quoting
two unnamed sources.
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Russia: Making headway
After years of fragmented Islamic finance activities, Russia is finally seeing concrete development largely driven
by legislators, market participants and foreign entities. VINEETA TAN provides an overview of the Russian
Islamic finance landscape.

Regulatory environment
There has yet to be a dedicated Islamic
finance regulatory infrastructure;
however, legislative reforms are being
discussed: the Central Bank of Russia,
which established an Islamic finance
working group in 2015, is currently
studying proposals to remove existing
impediments to the introduction of
Islamic finance in Russia’s banking
sector, and is working toward
developing a more favorable regulatory,
tax and legal regime. The working group
is expected to meet in the first quarter
of 2017 to discuss the next steps within
the Partnership Banking Development
Roadmap in order to promote Islamic
finance.
Anatoliy Aksakov, the chairman of the
State Duma (Parliament) of the Russian
Federation Financial Market Committee,
in 2016 also initiated the preparation
of a legal base for Islamic finance
development in Russia.

Banking and ϐinance
The past year has seen significant strides
in the area of Islamic banking, which has
so far been sparse and sporadic.
The Center of Partnership Banking, an
Islamic banking unit, was launched
in March 2016 and there are plans by
diﬀerent parties to establish fullyfledged Islamic banks. This includes a
potential joint Islamic bank by Iranian
and Russian entities and a Shariah bank
in Grozny of the Chechen Republic.
According to Russian news agency
TASS quoting the Chechen Republic’s
leader Ramzan Kadyrov, a discussion
was held with Hilal Suhail Hilal
Rashid Al Mazrouei and Wael Saab,
executives of the UAE-based Mazkorp
and the proposal has been worked out
preliminarily.
Vnesheconombank, Sberbank and
Tatfondbank are exploring Islamic
financial instruments amid growing
interest from around 20 other financial
institutions in Russia including
the Islamic Business and Finance
Development Fund (IBFD). The IBFD
was understood to be working with

©

asset managers to introduce Islamic
mutual funds that would channel money
into Russian companies, including
those in Halal industries such as food
preparation.
In December 2015, the Tatar government
and a Malaysian-Russian consortium
consisting of the Islamic Banking and
Finance Institute Malaysia and the
Russian IBFD, completed a feasibility
study which identified the Republic as
a pilot ground to establish an Islamic
banking window. Funded by the
Malaysian government, the study was
presented to the Tatar prime minister
and AK BARS Bank which has executed
multiple Islamic deals and expressed
interest in using the results of the study
to further its Islamic finance proposition.

Islamic insurance
Takaful products are currently not
available in the Russian market;
however, there have been talks about
introducing such solutions with a
framework in the works.

International collaboration
Russia’s Islamic finance proposition is
receiving strong support from foreign
entities. In February 2017, the Islamic
Corporation for the Development of
the Private Sector and the International
Association of Islamic Business entered
into an agreement to explore possible
avenues for collaboration in enhancing
business relations between entrepreneurs
from Islamic countries and the Russian
Federation. The two institutions will look
at introducing Islamic banking products
in Russia by attracting banks operating
with Shariah compliant principles
and lobbying for changes in Russian
banking legislation to incorporate
Islamic banking. Separately, the
president of the Republic of Tatarstan,
Rustam Minnikhanov, also underlined
his willingness in promoting Islamic
banking in the Russian country, and is
keen to work with the IDB in training
professionals in Islamic finance.
To date, five Russian institutions have
signed agreements of cooperation
with the IDB: Bank of Russia, State

13

Corporation-Vnesheconombank,
Sberbank, AK Bars Bank and Moscow
State University.
The Federation is also forging stronger
ties with Muslim countries through
Islamic finance: an MoU, supported
by the Trade Development Authority
of Pakistan, was signed in June 2016
between the IBFD and TAWUN, a
Pakistani Shariah consulting firm under
which both parties will jointly support
Russian and CIS financial institutions
to launch Shariah compliant products
and services, expand their clientele and
penetrate new markets as well as secure
additional funding and investments from
OIC countries.

Education and awareness
Encouragingly, there are very promising
developments in raising the level of
Islamic finance awareness in the country.
In January 2017, 70 leading academicians
gathered to discuss the application of the
Islamic financial model in the modern
world. The discussion was based on
a report titled ‘Islamic finance model
in the modern world’ by Dr Magomet
Yandiev of the Moscow State University,
introducing the modern Islamic model
which has great potential of growth
in multiconfessional countries like the
Russian Federation.
A team of experts from Russia and
Kazakhstan also worked on putting
together an Islamic finance reference
book to be used in universities; this
project was funded by the Ministry of
Education and Science of Kazakhstan. In
fact, an Islamic finance education
program began in Russia in November
2016 and the central bank working group
has called for the Ministry of Education
of Russia to include Islamic finance in
educational programs for economists and
legal advisors in all universities in the
Russian Federation. It is also worth
noting that a new translation of AAOIFI
Shariah standards from Arabic into
Russian has begun, indicating the
potential and seriousness of the
Federation to develop its nascent Shariah
finance sector.
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SMEs and entrepreneurship — growing
support from the Islamic ϐinance industry
SMEs and entrepreneurship have long been suggested as an opportune area of growth for the industry. Heeding
the call, many Islamic finance institutions last year from diﬀerent regions have jumped on the bandwagon,
lending assistance and support to the advancement of this market segment. DANIAL IDRAKI recaps some of the
eﬀorts that have been implemented for the sector over the past year.

Asia
In Pakistan, International Finance
Corporation (IFC) signed an advisory
agreement with Meezan Bank in January
this year to enhance access to Islamic
finance for SMEs. The partnership is
aimed to aid Meezan Bank in utilizing
IFC’s expertise to increase its SME
services and facilities and boost its
supply chain finance program.
Over in Singapore, Islamic SME
crowdfunding platform Kapital Boost
has been certified Shariah compliant by
the Financial Advisory & Consultancy
at the end of last year. The trade-based
financing Murabahah structure helps
SMEs meet their short-term needs for
asset purchase.
In neighboring Malaysia, meanwhile,
AmBank Islamic inked a Portfolio
Guarantee agreement with Credit
Guarantee Corporation Malaysia in
August 2016 to extend another RM300
million (US$67.53 million) in accessible
working capital financing to qualified
SME customers who lack collateral.
This is a continuation of the Portfolio
Guarantee Scheme which was launched
in January 2015 where a sum of
RM300 million was allocated and fully
subscribed by September 2015.

Middle East
The International Islamic Trade Finance
Corporation had in December last year
signed an engagement agreement with
the Catalyst Group to initiate an SME
trade development program in Saudi
Arabia. In line with Saudi’s Vision 2030
SMEs Trade Development program, this
agreement is expected to enhance SME
awareness and ventures in the country
and eventually in other countries in the
region as well.
Over in Kuwait, Kuwait Finance House
(KFH) saw its SME portfolio achieve a
7% growth in customers in the first half
of 2016. Manaf Al-Menaifi, the executive
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manager of business banking, said that
the credit limit of business banking that
is specialized in financing SMEs is about
KWD300 million (US$981.84 million),
indicating that over 2,285 customers
have benefited from the services.

Africa
Support for the SME sector via Islamic
financing saw an uptick of activities in
Africa last year, showcasing the region’s
growth in utilizing Shariah compliant
instruments.
Ovamba Cameroon Solutions, a Shariah
compliant African funding and logistics
services provider for SMEs, partnered
with Japan-based Crowdcredit and
Courtyard Capital — based in the
UK and the US — in July last year to
tap SME opportunities in Africa. In a
statement to IFN, the firms confirmed
that Crowdcredit has already committed
EUR800,000 (US$844,504) while
Courtyard Capital has the scope to
invest up to EUR500,000 (US$527,815) in
the first year.
Coris Bank Group is targeting to expand
its Islamic banking presence into Mali
and Ivory Coast in 2017, Sylvie Sally
Kinda Compaore, the Islamic finance
project manager of the bank, told IFN.
Compaore confirmed that the process
to launch an Islamic window in Mali
has begun. The bank established an
Islamic window in its Burkina Faso
branch in 2015, focusing on the SME
sector; Compaore, however, added that
the bank is considering expanding its
portfolio to include Shariah compliant
microfinance instruments. The group
is also in the midst of establishing a
presence (conventional) in Senegal and
Benin.
Over in Tunisia, Islamic microfinancier
Zitouna Tamkeen plans to establish a
TND250 million (US$108.96 million)
entrepreneurship fund as well as launch
a laboratory for the development of
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capacity-building projects, called the
International Center for Economic
Capacity Development, according to
CEO Nabil Ghalleb.
In Egypt, the IDB provided Al Baraka
Bank Egypt a credit line of EGP50
million (US$3.16 million) through the
Egyptian Social Fund for Development,
to be channeled toward SMEs. United
Bank of Egypt, meanwhile, is planning
to increase its composition of SME
financing facilities within the next four
years to 25% of its total credit portfolio.
The bank’s managing director, Farag
Abdel Hamed, said that SME financing
currently accounts for 9.5% of the bank’s
gross credit portfolio.
Faisal Islamic Bank of Egypt (FIB) is set
to begin granting loans to micro, small
and medium enterprises (MSMEs),
in line with the new initiative by the
Central Bank of Egypt (CBE) obliging
banks to provide a minimum of 20%
of their total loans portfolio to the
SME sector within four years. FIB
has finalized a plan to increase the
percentage of loans granted to MSMEs
to 20% of the bank’s total loans portfolio
by the end of 2019. The bank has
also created an MSME department
and launched a risk management
department following the CBE’s
directive.
For its part, the IDB is studying the
possibility of launching a mutual fund
for SMEs in cooperation with the
European Bank for Reconstruction and
Development. The understudy fund will
have capital worth US$100 million,
according to Nazih al-Nasser, the
director of asset management and
advisory activities for the Islamic
Corporation for the Development of the
Private Sector, who added that Egypt,
Morocco, Tunisia and Jordan would
benefit from the fund which will secure
Shariah compliant financing.
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Hong Kong’s US$1 billion Sukuk: Setting the pace
for the 2017 Sukuk issuance race
The government of Hong Kong
recently issued its third sovereign
Sukuk worth US$1 billion, eﬀectively
strengthening its position in the
Islamic finance market. DURGAHYENI
MOHGANA SELVAM writes on the
making and success of this deal.
The issuance, with a tenor of 10 years,
is a Wakalah structure with one-third of
the assets represented by selected units
in commercial properties in the Asian
country, and the remaining two-thirds
underpinned by Shariah compliant
commodities. A global roadshow was
initiated on the 13th February 2017 with
the stops being Riyadh, Jeddah, Dubai,
Abu Dhabi, Kuala Lumpur, Singapore,
Hong Kong and London.

I hope that
the Sukuk
issuance will
provide momentum
for further growth
of the Sukuk market
in Hong Kong and
attract more issuers
and investors to
participate in our
bond
market
The issuance was priced on the 21st
February 2017 at 3.13%. Despite the
unsteady global environment and the
risk surrounding a longer tenor as Hong
Kong’s previous issuances were all
five-year tenors, the Sukuk saw strong
demand and expectations from global
investors by extending its yield curve,
attracting orders of US$1.72 billion; 1.72
times the issuance size. This allowed
the final pricing to be tightened by 7bps
from the mid-point of its initial price
guidance.
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The deal attracted interest from a
diverse group of investors: 57% of
the Sukuk was distributed to Asia,
25% to the Middle East and 18% to
Europe. By investor type, more than
88 global institutional investors were
involved, with 53% distributed to
banks; 36% to fund managers, private
banks and insurance companies; and
11% to sovereign wealth funds, central
banks and supranational entities. The
transaction also made its name when
it attracted new investors, with over
half of them not having participated in
previous issuances.
Issued under the government bond
program, it is aimed to facilitate the
program’s eﬀorts to promote sustainable
development of the local capital market.
It is the first Sukuk from Hong Kong
after a gap of almost two years, the last
one issued in 2015, and the first one in
2014. It is also the first issuance where
an ‘AAA’-rated government launches a
10-year Sukuk facility.
“The success of the transaction is
testament to investor confidence in
Hong Kong’s credit strengths and
economic fundamentals. I hope that the
Sukuk issuance will provide momentum
for further growth of the Sukuk market
in Hong Kong and attract more issuers
and investors to participate in our bond
market,” Financial Secretary of Hong
Kong Paul Chan said.

Investor
breakdown

Region: Asia 57%,
Middle East 25%,
Europe 18%
Investor type: 53%
banks; 36% fund
managers, private
banks and insurance
companies; 11%
sovereign wealth funds,
central banks and
supranational entities
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The government of Hong Kong
Reg S Sukuk

US$1 billion

22nd February 2017

Issuer

Hong Kong Sukuk

Obligor

The government of
Hong Kong

Size of issue

US$1 billion

Mode of issue

Reg S US$ Sukuk

Tenor

10 years

Issuance price

68bps over 10-year US
Treasuries

Profit rate

3.13%

Currency

US dollar

Lead
manager(s)
and
bookrunner(s)

HSBC, Standard
Chartered, CIMB,
National Bank of Abu
Dhabi

Governing law

Hong Kong

Listing

Hong Kong Stock
Exchange, NASDAQ
Dubai, Bursa Malaysia

Underlying
assets

One-third of assets:
commercial properties
Two-thirds of assets:
Shariah compliant
commodities

Rating

‘AAA’ by S&P and ‘AA+’
by Fitch

Structure

Wakalah

Tradability

Yes
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Where will innovation in Islamic ϐinance come
from?
By Mohammad Raafi Hossain, a social
entrepreneurship and ethical expert.
With the rise of fintech disruption and
innovation all over the world, it’s worth
pondering over what are the sources of
these groundbreaking ideas. Many a
time indeed, these ideas are spawned
from savvy entrepreneurs from fertile
startup grounds of Silicon Valley and
the like. But, more than ever before, it
is accelerators, corporate labs and other
purpose-built innovation centers that
are rapidly incubating and prototyping
solutions.

This proposed
center could
present Islamic
ϔinance leaders
and institutions
an opportunity to
become a leading
industry as ϔintech
is highly synergistic
with Islamic ϔinance
and presents a huge
opportunity for the
next generation of
access to ϔinance
for Muslim
populations

•
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Fintech has revolutionized and
democratized access to finance like

•

This proposed center could
present Islamic finance leaders and
institutions an opportunity to become
a leading industry as fintech is highly
synergistic with Islamic finance and
presents a huge opportunity for the
next generation of access to finance
for Muslim populations.

Reaching out to this population via
fintech, Islamic finance and scalable
solutions will also have implications
on creating stability among youth
vulnerable to extremism. The center
can play a leading role is bringing
stability and prosperity to the most
vulnerable populations.

•

The center should take a practical
approach to issues facing
communities. The ‘Problem
Eradication’ approach will seek out
problems that can be realistically
mitigated and solved within a few
years. For example, there
are around 50,000 active
refugee widows in the
world today. With
strategic coordination,
fintech and the right
leadership, every
single refugee
widow can be
helped, assisted
and emancipated
with the right tools
revolving around
Zakat, Waqf and
other instruments
from within the
Islamic finance
tradition. Currently,
US$50 billion is
annually given in Zakat
(the lowest estimate; some
say it is US$200 billion/
year), while solving the
needs of refugee widows is
‘only’ US$500 million or 1%
of the annual Zakat given.

•

Currently, there is no Islamic fintech
entity that develops products and
solutions for the underbanked masses
and such a proposed
center can provide the
perfect intersection
between private,
public and
multilateral
institutions
to develop
scalable and
high growth
Islamic
fintech
solutions.

•

The Muslim
population is
the world’s
youngest
population and
within a few
decades will
be one of the
largest consumer
segments in the
world. The center
is perfectly positioned
both in its timely
inception and timely
products to take a global
leadership role for a quarter
of the world’s population that
require financing and access
to opportunity.

It’s time the Islamic finance industry has
a leading innovation lab that is neutral,
purpose-built and that understands
the task at hand. The following are the
rationale and purpose that a proposed
Islamic finance innovation center should
have:
•

never before. Over US$100 billion
has been invested by both the public
and private sectors in this space
over the past few years. This has
spawned nearly 1,400 private and
public institutions but less than 1%
of the institutions cater to Islamic
finance or the Muslim populations.
This is despite Islamic finance being a
US$2.8 trillion sector.

•

Currently, 700 million Muslims
are underbanked around the
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world. Yet, they are well connected
to mobile phones, presenting a great
opportunity to bank them and grow
a new emerging middle class. The
center’s focus on this demographic
is an opportunity to cater to an
untapped, profitable and highly
critical sector of society.

It’s time that even competing
institutions put up funding for
such a center as the findings,
products and developments of
such a lab will help the industry
make the next big leap forward and
close the banking gap that is
rife in the Muslim world.
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China’s ‘One Belt, One Road’ initiative — what the
Muslim world can learn from it
By Hussain Kureshi, CEO of Millennia
Global Research House. He can be contacted
at husseinkureshi@gmail.com.
One of the biggest gifts of the global
financial crises was maybe for the
Chinese government to lose trust in
the capital markets of the US, their
ratings agencies and their regulatory
bodies. Many sovereign wealth funds
of the Muslim world have increased
their exposure to US assets after 2008,
not having learned the same lessons as
the Chinese. Since 2008, China has also
reduced its holdings of US Treasuries.
It may have been a ‘sweetheart’ deal
between China and the US where the
US would allow access to its markets
in exchange for China’s promise to
continue buying US Treasuries.
Well, this deal seems to be
over.
China did two
things. Firstly, it
opened the doors
of consumer
credit to its own
citizens who have
been on spending
sprees for the
past eight years.
China converted
an export-oriented
economy to one
based on domestic
demand. Of course,
western analysts have
since then been
suspicious of the
ghost cities and the
shadow banking
loans that have
allegedly weakened
China’s economy.
Secondly, China
took its cash reserves
and put them into
infrastructure projects in
new markets, countries
that were the part
of frontier markets or
emerging markets. For example,
countries in Africa, Central Asia,
South Asia and Southeast Asia
are included into a project now
known as the Silk Road Fund
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or the ‘One Belt, One Road’ (OBOR)
initiative. China also launched the Asian
Infrastructure Investment Bank and
Chinese Development Bank to help fund
no less than US$1 trillion of projects.
(The US has been excluded from
membership of the AIIB.)
Projects included high-speed railways
from Mecca to Medina; high-speed
railways across Mongolia; gas pipelines;
electric wires; roads; pipelines that
sprawl thousands of kilometers in
countries like Uzbekistan, Kazakhastan
and Kyrgyzstan; and building ports
at key locations such as Gwadar
and Columbo. The idea, which is
very Islamic, and something I have
discussed in my book ‘From Farmers
to Financiers’, is recirculating wealth
from wealthy nations into
poorer nations not as
handouts, but with the
aim of jumpstarting
latent economies full of
potential. When will
we Muslims learn the
same lessons?
The OBOR project
includes six
corridors: (1) New
Eurasian Land
Bridge (2) ChinaMongolia-Russia
Corridor (3) ChinaCentral Asia-West
Asia Corridor (4)
China-Indochina
Peninsula Corridor
(5) China-Pakistan
Corridor and (6)
Bangladesh-ChinaIndia-Myanmar
Corridor). At the
same time, projects
in other countries
are near completion
and these are projects
other than the ones
China is undertaking
in its western half.
This ‘One Belt, One
Road’ project dwarfs the
Marshall Plan of the US,
where US banks funded
the reconstruction of
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Western Europe after World War I and
II, and has far more ambitious aims.
Not content with only securing energy
supplies for its population, China is
aggressively seeking out new markets
by enriching other countries, getting
them on their feet, with hands-on help.
China is helping other countries incur
the heavy infrastructure expenses they
need to get their economies moving.
It is creating new markets and new
consumers for its goods and the pace at
which it is doing this is unbelievable.

If a nation
of 1.3
billion Chinese can
accomplish so much,
why can’t one billion
Muslims do the
same? The answer is
simple — we do not
act together
What has the Muslim world learned
from any of this? Nothing. What is
the share of Islamic finance in this
phenomenal expenditure? Next to zero.
If a nation of 1.3 billion Chinese can
accomplish so much, why can’t one
billion Muslims do the same? The
answer is simple — we do not act
together, we only think about ourselves
and exploiting weaker countries, and we
think the west will be our friends. Well,
Donald Trump put an end to that.
The Prophet (peace and blessings
be upon Him) had mentioned no
other nation in an eﬀort to seek out
knowledge other than China. I think we
all need to read the book ‘The Tao of
Islam’.
Happy reading.
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New Halal and agricultural agreements
with China
NEW ZEALAND
By Mohamed Nalar
In August 2016, New Zealand became
the first country in the world to have its
Halal certification oﬃcially recognized
by China. Under this agreement, China
will recognize New Zealand’s Halal
regulation and certification regime for
Halal goods exported to China. This
is the first time China has recognized
another country’s Halal regulatory
and certification systems and it will
be a catalyst for major growth for
New Zealand’s Halal meat producers,
providing a competitive advantage over
competitors.
Under New Zealand’s Halal rules,
approved Islamic organizations verify
that export plants are slaughtering
animals in accordance with Halal
principles. In turn, the organizations
have their work cross-checked by the
Ministry for Primary Industries (MPI)
before exporters are certified to export
Halal meat.
Meat Industry Association CEO Tim
Ritchie said the MPI’s involvement had
given Chinese authorities confidence
that New Zealand’s Halal certification
processes were robust and genuinely met
Halal standards.
China is New Zealand’s number one
market for Halal-certified meat. In the 12
months to September 2015, around 77,672
tonnes of Halal-certified meat were
exported to China, representing 33%
of New Zealand’s total Halal-certified
exports.
Primary Industries Minister Nathan Guy
also co-signed a formal arrangement
with Han Changfu, China’s minister of
agriculture, for New Zealand and China
to develop an Agricultural Growth
Partnership (AGP). The AGP aims to
foster stronger relationships between

New Zealand and China’s agricultural
sectors through coordinated, strategic
cooperation.

The AGP
aims to
foster stronger
relationships
between New
Zealand and
China’s agricultural
sectors through
coordinated,
strategic
cooperation
The AGP is a public-private partnership
that aims to utilize NZ Inc’s expertise
in research and training to work on
cooperation activities in areas such
as agricultural policy exchange, dairy
farmer training, livestock technology,
animal health and disease control.
Investment opportunities for expansion
and growth in the sector are plenty in the
farming and meat processing sectors.
Currently, the sector is hugely debtfunded. The Islamic finance industry
players have a great opportunity to
invest in this sector in New Zealand via
their investment funds or through
foreign direct investment to capitalize on
this opportunity.
Mohamed Nalar is the trustee and board
member of Awqaf New Zealand. He can be
contacted at m.nalar@actrix.co.nz.
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Indonesia’s global Sukuk connecting with the Middle East
and 2016 with the largest allocation
being the shorter tenor issuance of 2016
when they subscribed to 42% of the
total issuance in that year. In 2009 and
2011, they became the second-largest
subscriber group based on geographical
distribution.

INDONESIA
By Farouk Abdullah Alwyni
By the end of 2016, Indonesia has
become the largest issuer of global
sovereign Sukuk with eight issuances
amounting to US$10.15 billion
alongside other major issuers like
the UAE (Dubai) (US$7.07 billion),
Malaysia (US$6.85 billion), Turkey
(US$4.87 billion) and Qatar (US$4.7
billion).
The Sukuk tenor ranges between five
and 10 years, while the coupon ranges
between 3.4% and 8.8%. In 2016,
Indonesia issued Sukuk amounting to
US$750 million and US$1.75 billion, with
tenors of five and 10 years, and pricing
of 3.4% and 4.55% respectively. So far,
2016 has been the largest global Sukuk
issuance year for the country.

Considering that there is a huge
need of funds to finance Indonesia’s
development in years to come and a
need also for Middle Eastern investors,
especially from the Gulf region, to find
an alternative destination of investment
from the existing traditional destinations
in Europe and the US, the role of Islamic
finance, especially Sukuk, is going
to become increasingly important to
connect these two important regions.

The most interesting fact to point out
in the case of Indonesia’s global Sukuk
issuance is how Sukuk can connect two
diﬀerent regions – Indonesia in Southeast
Asia and countries in the Middle East.
Historically, the intra-investment in
these two regions is not that significant.
However, Sukuk may begin changing the
pattern of that investment trend.

base of Indonesian global sovereign
Sukuk, accounting for 32% of the total
subscription based on geographical
origins. The second major investor
group came from Asia (25%), followed
by Europe (16%) and the US (15.1%).
Based on the information in Table 2,
except in 2013, Middle Eastern investors
seem to have always been the major
investor base of Indonesia’s global
Sukuk.

Between 2009 and 2016, Middle Eastern
investors became the largest investor

Middle Eastern investors were the
largest investor base in 2012, 2014, 2015

Last but not the least, the latest
projection from PwC is that Indonesia
will become the fourth-largest economy
in the world in 2050 and this will
certainly require the country to also
allocate alternative sources of capital to
fuel growth, with the Middle East
playing the role of a major capital
provider.
Farouk Abdullah Alwyni is CEO of Alwyni
International Capital and the chairman of
the Center for Islamic Studies in Finance,
Economics and Development. He can be
contacted at faalwyni@alwynicapital.co.id.

Table 1: Selected features of Indonesia’s global Sukuk (2009-16)
Year

2009

2011

2012

2013

2014

2015

5

7

10

5.5

10

10

5

10

8.8

4

3.3

6.13

4.35

4.33

3.4

4.55

US$650
million

US$1 billion

US$1
billion

US$1.5
billion

US$1.5
billion

US$2
billion

US$750
million

US$1.75
billion

Tenor
(years)
Coupon (%)
Issue size

2016

Source: Suminto (2016), Ministry of Finance, the Republic of Indonesia
Table 2: Geographical distribution of Indonesia’s global Sukuk (%)
2009

2011

2012

2013

2014

2015

2016

Average

Asia

32

32

23

25

20

12

31

25

25

Europe

11

18

15

16

15

16

15

22

16

Indonesia

8

12

20

15

10

10

10

10

11.9

Middle
East

30

30

30

20

35

41

42

28

32

US

19

8

12

24

20

21

2

15

15.1

Source: Suminto (2016), Ministry of Finance, the Republic of Indonesia
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New era for Shariah governance of Islamic banks in Kuwait
KUWAIT
By Thuwaini Al Thuwaini
A unique feature of Islamic banks is
their adherence to the principles of
Shariah in all their banking activities.
Thus, to reassure stakeholders and
customers, Islamic banks globally
have established corporate governance
structures and frameworks to ensure
that all transactions are in strict
compliance with Shariah principles.
The primary governance mechanism
used to ensure compliance with Shariah
principles in Islamic banks is the
Shariah supervisory board. Shariah
supervisory boards typically operate
within the bank itself to ensure the
bank’s conformity.
In Kuwait, every Islamic bank has a
Shariah supervisory board pursuant
to the Central Bank of Kuwait (CBK)’s
instructions titled ‘Rules and Conditions
for the Appointment and Responsibilities
of the Shariah Supervisory Board in
Islamic Banks’ issued in June 2003 and
which complement the instructions
titled ‘Rules and Standards of Corporate
Governance in Kuwaiti Banks’ issued in
2012. It has long been debated whether

the CBK should be doing more to bolster
the Shariah governance framework of
Islamic banks in Kuwait considering the
fast-paced changes and innovation taking
place in Islamic banking products as
banks compete to increase their market
share amid stiﬀ competition.
On the 16th December 2016, the CBK’s
board of directors passed a resolution
to issue new instructions called ‘Shariah
Supervisory Governance for Kuwaiti
Islamic Banks’. The new instructions
are consistent with the CBK’s ambitions
to broaden its scope and oversight of
the Islamic banking sector in Kuwait
in response to the substantive growth
it has recorded over the past decade,
and more importantly, the growth it is
projected to realize over the next decade
as it overtakes conventional banking in
market share for the very first time.
The new instructions provide a
comprehensive framework, clearly
outlining the duties and responsibilities
of the Shariah supervisory board
including Shariah audits, and Kuwaiti
banks would be granted a grace period
of one year to fulfill the requirements
as the instructions will be eﬀective
the 1st January 2018. The provision

attracting the most attention in the new
CBK Shariah supervisory governance
instructions relates to external Shariah
audits of Islamic banks’ activities. For the
very first time since the establishment
of the first Shariah compliant financial
institution in Kuwait in 1977, the CBK
will require all Islamic banks to appoint
an external, independent Shariah
auditing firm to audit their activities.
Kuwaiti Islamic banks have traditionally
used their in-house Shariah supervisory
board to police the compliance and
conformity of their business activities
to Shariah principles, but this selfpolicing has frequently been criticized for
exposing banks to conflicts of interest.
The existence of a proper framework of
Shariah governance is not a luxury but a
matter of dire necessity. The enforcement
of these regulations will lead to a more
transparent and credible operating
environment for Kuwaiti Islamic banks
which should uplift the confidence of the
Islamic banking industry in Kuwait and
ensure its long-term prosperity.
Thuwaini Al Thuwaini is the acting chief
investment banking oﬃcer of Warba
Bank. He can be contacted at Thuwaini.
AlThuwaini@warbabank.com.

Russia: Signs of state support strengthening
RUSSIA
By Dr Ilyas Zaripov
Seventy top academicians gathered
at the Institute of World Economy
and International Relations, Russian
Academy of Sciences late last month
to discuss about the application of
the Islamic financial model in the
modern world. The discussion was
based on a report titled ‘Islamic finance
model in the modern world’ by Dr
Magomet Yandiev of the Moscow State
University, introducing the modern
Islamic model which has great potential
of growth in multiconfessional
countries like the Russian Federation.
In early February, the president of
the Republic of Tatarstan, Rustam
Minnikhanov, visited Saudi Arabia’s
King Salman Abdel Aziz al-Saud; Dr
Yusef Ahmad al-Oseimin, the general
secretary of the OIC; and Bandar Hajjar,
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the president of the IDB. The Republic
of Tatarstan is one of the main donors of
the federal budget and is the flagship of
Islamic finance in the Russian Federation.
During the visit, investment projects
in key industries of the republic were
discussed.
Bandar said that the bank cooperates
closely with four Russian banks and
is ready for the further promotion of
Islamic finance activities in the Russian
Federation. The IDB invests around
US$5 billion annually in diﬀerent
countries and this time it will support the
KazanSummit which is the platform for
key discussion and cooperation between
the Russian Federation and Islamic
countries.
Another significant event was the
oﬃcial presentation of the International
Association of Islamic Business (IAIB)
of Russia on the 16th February 2017 in
Moscow. The chairman of the IAIB,

20

Marat Kabaev, said that the mission
of the IAIB is to promote Halal and
Islamic finance business activities
in Russia, attract Shariah compliant
financial resources to national economy
and support joint international projects
of Halal producers, Halal services
providers, Islamic banking, Takaful and
Islamic financial tools.
These are signs that the process of
Islamic finance has received firm support
from influential top policymakers and
thus discussions and first steps will
gradually lead to the acceleration of the
Islamic finance industry in Russia.
Dr Ilyas Zaripov is a member of the
Participating Banking Working Group of the
Central Bank of the Russian Federation and
the head of the Islamic Finance Educational
Program of the Plekhanov Russian
University of Economics. He can be contacted
at iliyas888@yandex.ru.

1st March 2017

IFN
IFNCOUNTRY
SECTOR
CORRESPONDENT
Pakistan’s Modaraba sector growing
PA K I S TA N
By Muhammad Shoaib Ibrahim
The recent reforms and strengthening
of the regulatory framework by the
Securities and Exchange Commission
of Pakistan (SECP) have pushed up
the Modaraba sector asset base to
PKR41 billion (US$383.86 million) by
the end of December 2016. At present,
the sector has a low level of leverage,
growing quality assets and healthy
dividend payouts. The fact about the
improving health of the Modaraba
sector was highlighted in a session
recently organized in Islamabad by the
SECP in collaboration with the Center
for Excellence in Islamic Finance at
IMSciences Peshawar.
The session was the second in a series
being organized by the SECP on the
development of the Islamic capital
market and awareness and capacitybuilding. Usman Hayat, the head of the
SECP’s Islamic Finance Department,
informed the participants about
the SECP’s growing contribution to
the Islamic finance segments that it
regulates. In 2016, under the leadership
of Chairman Zafar Hijazi, the SECP
successfully achieved tax neutrality for
Sukuk and a 2% tax incentive for eligible
listed manufacturing companies.
During the session, Modaraba Registrar
Jawed Hussain said that Pakistan’s
Modaraba sector is a unique form of
Islamic finance that started in 1980
and included a wide range of Shariah
compliant businesses, for example,
leasing, manufacturing, trading and
financial services, among others.
Jawed said that the SECP is currently

working on amending the Modaraba
law to further strengthen the regulatory
framework and safeguard investors’
interests.

These
Modarabas
are not only
trendsetters of
Islamic modes
of ϔinancing in a
predominantly
conventional
ϔinancial system in
Pakistan but also
builds conϔidence
among the general
public regarding the
practice of Islamic
modes of
ϔinancing
The progress in the sector was
largely due to the strengthening of
the governing laws of the sector,
particularly the guidelines for Shariah
compliance issued by the Modaraba
Registrar. Eﬀective monitoring and

strong surveillance by the oﬃce of the
Modaraba Registrar have resulted in
the better performance of the sector and
enhanced the confidence of investors.
At present, 25 Modarabas are operating
in Pakistan’s financial market as listed
entities and engaged in various Shariah
compliant business activities.
Modarabas are playing a significant
role in the promotion of Islamic financel
within the country. The concept of
Modaraba was introduced in Pakistan
in the early 1980s as the first Islamic
Shariah business model with a statutory
framework and proper regulations.
The Modaraba sector, being a pioneer
in providing Islamic financial services
in Pakistan, is an important segment of
the financial sector. These Modarabas
are not only trendsetters of Islamic
modes of financing in a predominantly
conventional financial system in
Pakistan but also builds confidence
among the general public regarding the
practice of Islamic modes of financing.
The SECP has also taken various
initiatives for the promotion of Islamic
finance at the country level. Under the
leadership of Zafar, the commission has
become very active in promoting Islamic
finance. It is expected that with the
dynamic approach of the regulator to
address the issues in the competitive
environment, there is no doubt that
Modarabas would definitely progress
further and attain new heights within the
Islamic finance industry of Pakistan.
Muhammad Shoaib Ibrahim is the
managing director and CEO of First Habib
Modaraba. He can be contacted at Shoaib@
habibmodaraba.com.

Chart 1: Growth summary of the Modaraba sector in Pakistan
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Sovereign Sukuk: Looks promising
against setbacks
SOVEREIGN SUKUK
By Hamed Afzal
The month of February has seen a
number of important issuances and
announcements in the sovereign Sukuk
market.

arm. The Sukuk facility was listed on
NASDAQ Dubai and it was reported
that the orderbook for the issuance
exceeded US$1.5 billion. The Hong Kong
government will also shortly be issuing
another US dollar Sukuk, with a potential
size of US$1 billion.
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partner, King & Spalding
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partner, head of Islamic finance, CMS
LEGAL FRAMEWORKS: Dr Hurriyah El Islamy
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A number of sovereigns completed
domestic Sukuk issuances this month;
the government of Iran issued domestic
Sukuk worth IRR3 trillion (US$92.52
million) in aggregate, through the
Ministry of Economic Aﬀairs and Finance
and the Ministry of Cooperatives,
Labor and Social Welfare; while the
Central Bank of Bahrain also issued
an oversubscribed short-term Sukuk
facility earlier in the month. In Asia, the
government of Indonesia sold a total of
IDR7.57 trillion (US$567.75 million) of
Sukuk to finance the 2017 State Budget
(with a further target of raising capital
in the region of IDR6 trillion (US$448.8
million) planned), while the government
of Malaysia also issued domestic Sukuk
worth RM4 billion (US$897.64 million).

These promising issuances were,
however, set against a backdrop of the
postponement of two key potential
issuances; according to the deputy
finance minister for the public treasury of
Egypt, the planned Egyptian sovereign
issuance has been delayed to the next
fiscal year. According to Bloomberg,
Saudi Arabia is also unlikely to issue its
inaugural Sukuk in the first quarter of
2017, following the departure of the
Kingdom’s head of the debt management
oﬃce. According to Reuters, however,
the lead managers of Dubai’s previous
bond issuances have now pitched for a
new mandate with the Dubai
government which is anticipated to raise
at least US$500 million from the
international debt capital markets in the
first quarter this year.

MERGERS & ACQUISITIONS: Burak Gencoglu
senior attorney, GSG Attorneys at Law

The big issuance of the month, however,
was the US$1 billion Sukuk facility by the
Investment Corporation of Dubai (ICD),
the Dubai government’s main investment

Hamed Afzal is a senior associate at King
& Spalding. He can be contacted at hafzal@
kslaw.com.
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Activity picks up in ϐinancial institutions and corporate Sukuk
space
FINANCIALINSTITUTIONS
AND CORPORATE SUKUK
By Rizwan H Kanji
The last month has seen a flurry
of activity in the global financial
institutions and corporate Sukuk
space.
In Malaysia, Khazanah Nasional will
seek the approval of its shareholders
for the sale of RM1 billion (US$225.1
million)-worth of Sukuk to retail
investors, while SapuraKencana’s
RM7 billion (US$1.58 billion) Sukuk
facility was approved for issuance.
The International Islamic Liquidity
Management Corporation also issued an
US$840 million short-term Sukuk facility,
oversubscribed by US$2.3 billion.
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In Turkey, Aktif Bank, Turkey’s largest
privately-owned investment bank,
received regulatory approval to sell up to
US$120 million of Sukuk.
However, the biggest issuances this
month took place, or are planned to take
place, in the GCC. Hot on the heels of
the first-ever Sukuk issued by an African
supranational last month, being the Sukuk
issuance by Africa Finance Corporation,
on which King & Spading advised, Dubai
Islamic Bank issued a US$1 billion Sukuk
facility on NASDAQ Dubai. According
to reports, the oﬀering was substantially
oversubscribed, allowing the ‘A’-rated
bank to achieve attractive pricing.
Elsewhere, Warba Bank is, according to
reports, marketing its US$250 million
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paper, while EQUATE Petrochemical is
believed to be issuing a US$750 million,
seven-year paper. EQUATE, a joint
venture involving Kuwait’s Petrochemical
Industries Co and Dow Chemical Co,
would, we understand, be the first GCC
corporate to tap the international capital
markets this year. In Saudi Arabia, despite
the sovereign reportedly delaying its
inaugural Sukuk, Saudi Aramco, the
world’s largest oil producer, has picked
banks to advise on its upcoming Sukuk
issuance, which is part of the company’s
plans to raise as much as US$10 billion in
bonds this year.
Rizwan H Kanji is a partner at King &
Spalding. He can be contacted at rkanji@
kslaw.com.
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Islamic microϐinance continues to make headway globally
ISLAMIC MICROFINANCE
By Dr Mohammed Kroessin
Islamic microfinance continues making
headway and has been a topic at the
World Economic Forum. In a panel
session in Davos, Switzerland on the
19th January 2017 titled ‘Unconventional
Solutions: The Role of Faith’, global
leaders brainstormed diﬀerent
approaches to Islamic social finance.
Discussants in the session argued that
a new approach is needed to shift the
challenge of financial exclusion in
the developing world and that there
is growing recognition that Islamic
financial instruments can also overcome
problems such as overindebtedness and
the lack of transparent pricing that the
conventional microfinance industry is
grappling with.
This follows the realization at the ‘Midi
de la Microfinance’ event with investment
bankers in Luxembourg, which is both
a European hub for Islamic finance and
microfinance, that there is a market gap,

both on the supply and demand sides
for more inclusive finance. In the event
organized by ADA and supported by the
Luxembourg Directorate for Development
Cooperation and Humanitarian Aﬀairs,
experts including Triodos Bank explored
how Shariah compliant financing
diﬀers from conventional microfinance
and what is required to make the still
relatively young sector investmentready. The discussion explored diﬀerent
Islamic consumer finance products
as well as the necessary investment
infrastructure, with microfinance rating
agencies still struggling to push Shariah
compliant microfinance institutions
through their assessment mold, leaving
potential investors without the necessary
assurances.
But it’s not all in the name, and some
feel-good news this time comes from the
US, with a new interest-free enterprise
financing scheme. In the state of New
Jersey, small businesses are still
struggling to recover from the economic
downturn. In response, the local
government in Union County, New

Jersey is partnering with UCEDC, a
nonprofit economic development
corporation, to oﬀer women business
owners in Union County access to 0%
working capital financing. The nointerest loans of up to US$25,000 are
made possible by grants from Investors
Bank and the Tory Burch Foundation
Capital program. This is an interesting
example of the universal power of the
ethical value proposition that underpins
Islamic finance and microfinance —
banks and financial institutions must
serve society. “Working capital is the
lifeblood of small businesses and
unfortunately, women-owned businesses
often come up short,” said UCEDC
President Maureen Tinen in a press
statement. “With the elimination of all
interest payments on this loan, we’re
hoping that more women entrepreneurs
will now have the cash they need to grow
their business.”
Dr Mohammed Kroessin is the head of
Islamic microfinance at Islamic Relief
Worldwide. He can be contacted at
Mohammed.Kroessin@irworldwide.org.

Operational risk in Islamic banks
RISK MANAGEMENT
By Dr Ken Baldwin
Operational risk is one of those risks
that many bankers prefer not to try
to quantify. The simple reason is that
operational risk is diﬃcult to measure.
What is interesting about this risk
is that it is highly process-driven.
So depending on the processes, and
controls put in place around those
processes to prevent processing failure,
banks naturally diﬀer greatly in their
exposure to this risk.

concerning the financing and investing
activities of Islamic banks, and the
contractual underpinnings of all Islamic
banking transactions. However, this
begs the question as to whether the
operational risk capital charge for
Islamic banks should be higher than that
for conventional banks.

Operational
risk is difϔicult
to measure

Currently, Islamic banks calculate a
capital charge for operational risk as
a diﬀerent percentage of their gross
income from each of a number of lines
of business. Gross income is used as
a proxy for risk because the larger the
gross income, the bigger the assumed
scale of operations and associated risks.
Clearly, applying this method does
not distinguish between Islamic and
conventional banks. The method is
neutral to real diﬀerences in operational
risk.

For Islamic banks, operational risks are
probably higher than for conventional
banks with a similar operational
scale. This is because of complexities

An alternative approach which
supplements this method, and one
which is more risk-sensitive, is to
capture processes in a risk register and
tabulate the most important potential
breakage points where processes could
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fail. This is quite simple to do, and in
fact, banks already do this.
Any controls in place around potential
breakage points are also documented,
so that a ‘residual risk’ level can be
ascertained, albeit crudely. However,
the risk register itself would then need
to act as data input into a model which
adjusts the level of capital charge
accordingly. This is not being done.
Instead, bankers are caught in a sort of
no-man’s land, stuck with an overly
simplistic method that keeps the
regulator happy but is not risk-sensitive,
and the abandonment of a calculation
methodology that is far too diﬃcult to
apply, called the ‘advanced
measurement approach’, which is not
implementable due to data
requirements. I expect operational risk
charges to remain insensitive to actual
risk for a long time to come.
Dr Ken Baldwin is a lecturer in finance at
Coventry University. He can be contacted at
drkenbaldwin@yahoo.co.uk.
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The Arab-Africa Trade Bridges program
The Arab-Africa Trade Bridges (AATB) program was launched in Rabat on the 22nd and 23rd of February by the
International Islamic Trade Finance Corporation (ITFC), a member of the IDB Group, and the minister-delegate for
industry, trade, investment and digital economy, in charge of Morocco’s foreign trade.
In the closing statement, the participants
of the forum were confident that the
forum’s great success, with essential
topics discussed and the extensive high
level of participation by the government
and private sectors and trade support
organizations will constitute promising
elements and indicators to the success
of the launch of the program and to the
realization of its objectives.
The participants drew a number
of recommendations targeting the
enhancement and development of trade
and economic cooperation between the
Arab and African member countries of
the OIC, and highlighted the necessity for
developing and promoting trade, being an
essential drive for sustainable economic
development and a support for job
opportunities in both regions.

Promoting trade linkages
It is important to promote trade linkages
between the Arab world and sub-Saharan
Africa because of the following:
• A combined US$1.22 trillion in export
revenues from Arab and sub-Saharan
Africa (SSA) OIC countries
• A long history of trading, social and
cultural ties supports greater trade
linkages, and
• Exports within the Arab world and the
SSA region are only 12% of Arab and
11% of SSA total exports.
The Arab and SSA countries in the OIC
are well known for their rich history of
trading, social and cultural ties, which
are often associated with significant
economic relationships including trade.
A study conducted by the International
Trade Center shows that on a five-year
average (2011-15), the exports from 17
OIC-member Arab countries amounted
to US$1.06 trillion, while exports from
SSA OIC-member countries amounted
to US$160 billion. These figures clearly
indicate the untapped opportunity in
achieving significant export revenue
from greater trade integration. In order
to bridge this gap, the ITFC is leading the
AATB program, in collaboration with the
Coordination Group. The Coordination
Group encompasses the following trade
financing and insurance institutions:
the Arab Fund for Economic and Social
©

Development; the Arab Bank for Economic
Development in Africa; the OPEC Fund
for International Development; the
Saudi Fund for Development; the Arab
Trade Financing Program; the ITFC; the
Islamic Corporation for the Insurance
of Investment and Export Credit; and
the Arab Investment & Export Credit
Guarantee Corporation.
The AATB program will expand valueadded manufacturing sectors as follows:
• The ITFC will move forward with a
three-year trade promotion eﬀort
• Will target manufacturing, agricultural
inputs and healthcare/pharmaceutical,
and
• Will provide support for businesses
that are skilled job creators.
The AATB program will be a three-year
regional trade promotion program that
builds on trade as a tool to increase
economic opportunity and support
sustainable growth across Arab and
SSA countries. Specifically, trade
promotion eﬀorts will focus on sectors
where significant added value is created,
especially in industries that rely on a more
highly skilled workforce and those which
can promote greater investment and
knowledge diﬀusion. Based on the current
economic landscape in the target countries,
the primary sectors where this program’s
impact will be felt the most will be in
manufacturing, agriculture and health
and pharmaceuticals. Yet, the program
is dynamic enough to accommodate
additional building blocks to achieve the
objectives.

Trade promotion efforts
Trade promotion has the following
benefits:
• Reduces dependence on primary
commodity exports, and
• Promotes economic growth that
reduces reliance on exports with high
price volatility.
A secondary benefit to increasing the
economic prospects of higher value-added
sectors in Arab and SSA countries is to
reduce these economies’ dependence on
commodity exports. As a result of global
price fluctuations, these countries have
been subjected to higher volatility in export
revenue which translates into less stable
24

economic growth, greater fiscal instability
and higher exchange rate volatility. By
promoting growth that increases exports of
higher value-added, less volatile products,
the eﬀect of trade can be enhanced, thereby
supporting sustainable and inclusive
economic growth.
The AATB program expands economic
growth and deepens financial sector
The specific objectives of the AATB
program will be to:
• Promote and increase trade flows
between Arab and SSA countries
• Provide and support trade finance and
export credit insurance, and
• Enhance the existing capacity-building
tools relating to trade.

The AATB program supports
job creation efforts and
inclusive growth
The measurable impacts aim to include:
• New business partnerships
• Higher trade between Arab and SSA
OIC countries
• Greater public information about
market opportunities and trade
regulations
• A visible platform for traders to market
their exports
• Increased communication between
businesses located in the Arab and SSA
OIC countries
• Development of new logistics
platforms, and
• Growth in trade finance and export
credit insurance from public and
private sector institutions.
By catalyzing growth in trade where
volumes are currently low, the AATB
program is a high-impact tool to contribute
to achieving higher economic integration
through trade.

www.aatb-program.net
facebook: aatbprogram
twitter: aatb_program
aatb@itfc-idb.org
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Sovereign Sukuk in Djibouti: An achievable
challenge
Djibouti is a strategic country located in the Horn of Africa. The constitution of Djibouti declares Islam to be the
state religion and its oﬃcial languages are Arabic and French. JEAN-BAPTISTE SANTELLI and LAURENCE
VANDERSTRAETE write.
Jean-Baptiste
Santelli is a
partner at De
Gaulle Fleurance
& Associés and
Laurence Vanderstraete is the
senior associate in the same firm.
They can be contacted at jbsantelli@
dgfla.com and lvanderstraete@dgfla.
com respectively.
According to the World Bank, the
GDP of Djibouti grew at an estimated
6.5% in 2015 and is expected to rise to
7% in 2016-18. Despite these positive
economic indicators, poverty remains
high in Djibouti with an unemployment
rate of 60% and approximately 42% of
the population lives below the poverty
line. Djibouti has few natural resources
and little industry and remains highly
dependent on foreign assistance to
support its balance of payment and
finance development projects. Its
economy is based on service activities
related to the country’s strategic
location (notably its proximity to the
Ethiopian market), its port activities and
the banking sector.
As a member of various regional
organizations, such as the African
Union, Cen-Sad (Community of SahelSaharan States), COMESA (Common
Market for Eastern and Southern
Africa), NEPAD (New Partnership
for Africa’s Development) and IGAD
(Intergovernmental Authority on
Development), Djibouti aims at becoming
a financial regional hub and an important
platform for Islamic finance in Africa to
increase banking penetration, notably in
its own rural areas.
As from 2011, Djibouti has started
to adjust its legal framework so as
to allow the establishment of Islamic
banks (law dated the 22nd January 2011)
and introduce the Islamic insurance
instrument of Takaful (law the dated 9th
June 2012). The government established,
by Order of the 30th October 2016, a
National Shariah Council comprising
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five members appointed for a renewable
term of five years to oversee the sector.
Djibouti’s President Ismail Omar Guelleh
also announced the forthcoming creation
of an Islamic finance training center for
legal practitioners in his 4th November
2015 speech on Islamic finance.
As a result of this strategy, to date,
among all banks in Djibouti, three in ten
are Islamic and hold 15 to 20% of the
global financial market.
In addition, for the fifth year in a row,
Djibouti hosted the International Islamic
Banking Summit in Africa on the 2nd and
3rd November 2016. On the first day of the
said summit, the governor of the Central
Bank of Djibouti, Ahmed Osman, stated
that: “Djibouti expects to see new entrants
in its Islamic finance sector and the
government plans to work on a framework
to allow the use of Sukuk or Islamic bonds,
to fund infrastructure projects (around 10
projects, including railways, pipelines and
new roads with one likely candidate being
the state telecom operator owning assets
to structure a Sukuk facility).” To that end,
Djibouti is in discussions with the IDB “to
secure a technical mission to help establish
a framework to issue Sukuk for either the
government or state-owned enterprises”.
In view of this situation, legal and
regulatory aspects need to be considered
to assess whether Djibouti would be in
a position to issue a sovereign Sukuk
facility.

Main legal and regulatory
aspects to consider
1) Local capital market
So far, there has been no significant
precedent with respect to the issuance
of Sukuk in East African countries
due to the lack of regional capital
markets and an appropriate legal and
regulatory framework.
As Djibouti does not have access
to international or regional capital
markets and has no market for
domestic government debt (treasury
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bills and bonds), it is crucial for the
country, through the central bank or
the stock regulator to be created, to
develop a domestic Sukuk market or
to take part in the development of a
regional capital market in East Africa
that would allow Djibouti and all or
parts of other East African countries
to issue Sukuk.
The framework of any said market
should oﬀer a structure that facilitates
trading, price transparency, a
diversified investor base and the
eﬃcient clearing and settlement of
transactions.
Also, Sukuk must be governed by
a robust and attractive legal and
regulatory set of rules, notably a
minimum regime for the protection of
investors, including their rights and
remedies in case of default scenarios.
2) Sovereign immunity
Sovereign or state immunity is a
principle of customary international
law according to which a sovereign
state cannot commit a legal wrong
and is immune from civil proceedings
or criminal prosecution. Pursuant
to the said principle, the courts
are prevented from considering
any claims or enforcing judgments
against foreign states (and their
entities) unless the latter expressly
otherwise agree (immunity from
jurisdiction) and state entities
are generally allowed immunity
from adjudication, enforcement
and execution (immunity from
execution). Sovereign immunity is a
major concern for investors since the
Djiboutian public assets underlying
the said Sukuk may be protected by
sovereign immunity. In the case of a
default of the Djiboutian originator
to a Sukuk facility, such immunity
would thus deprive the investors
from any enforcement action.
Upon the investors’ request, the
Djiboutian state entity may expressly
waive the immunity from jurisdiction
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in the Sukuk documentation (the
agreement to arbitrate generally
constitutes a waiver of that
immunity). As the case may be, an
express agreement should be needed
from the Djiboutian state to accept the
jurisdiction of the Djiboutian courts,
which should also accept assuming
jurisdiction.

underlying the Sukuk) in comparison
to conventional bond issuances.

Djibouti, due
to its cultural
situation and its
geographic location,
seems to be a perfect
country to centralize
Islamic investments
in the East
African region

With regards to the sovereign
immunity from execution, there is
unfortunately no universal solution
to address this issue and the position
adopted by Djibouti’s courts – as
to whether the Djiboutian state
would benefit from an ‘absolute’
immunity or be possibly prevented
from immunity in case the Sukuk
facility is considered as a ‘commercial
transaction’ – should be determined
in case it is required.

Finally, the compliance of the Sukuk
structure with the Djiboutian civil law
may also be considered, in particular
such as when usufruct (right in rem to
use and derive profit or benefit from
the property belonging to another)
is used as the asset underpinning an
Ijarah-based Sukuk. The Djiboutian
civil law remains essentially based on
the French Civil Code and provides
that the usufruct that is not granted
to individuals may only last for 30
years. The Sukuk documentation will
therefore have to comply with, and
reflect, the said requirement.

necessary for the transfer of title to
be eﬀective under Djiboutian law,
such as registration by the Direction
des Domaines et de la Conservation
Foncière du Ministère de l’Économie
et des Finances and the payment of
any related fees and taxes.

3) Domestic law issues
Depending on the nature of the assets
to be transferred and the Sukuk
structure used, domestic law issues
may be considered pertaining to the
transferability of title to the assets
underlying the Sukuk, including,
among others, the formalities

Djibouti will also have to ensure
that its tax regime does not penalize
Sukuk issuances (notably due to taxes,
rights or stamp duties applicable to
the transfer to the SPV of the assets

Conclusion
Djibouti, due to its cultural situation and
its geographic location, seems to be a
perfect country to centralize Islamic
investments in the East African region.
The issuance of a sovereign Sukuk
facility would be a good signal for the
market to prepare the route of private
Islamic finance transactions. In that
respect, Djibouti still has to create a
complete set of rules to promote Islamic
finance.

ISLAMIC REAL ESTATE
FINANCE & INVESTMENT

SHARIAH REQUIREMENTS AND
ARRANGEMENTS FOR ISLAMIC FINANCIAL
PRODUCTS & FEATURES

IN ASSOCIATION WITH

• Ijarah • Istisnah • Waad
24th March 2017
Broadwalk House, Appold, London

27th March 2017
InterContinental, Kuala Lumpur

Real estate finance and Islamic finance have for a long time been closely associated. Real estate and property satisfy the
requirement of Shariah for tangible, physical assets and, as such, the two have thrived in a highly synergetic manner. It is also
the case that United Kingdom offers significant benefits and opportunities for the Shariah compliant real estate investor,
whether it be through direct/private equity-style investment, or indirectly through an investment fund. The UK possesses a
deep understanding of the complexities of Shariah compliant finance, a range of technical skills and expertise, as well as the
comfort of an established and tested legal system. Coupled with the UK government’s initiatives to promote Islamic finance
in the country, the UK offers significant opportunities in Shariah-compliant real estate investment.

SIDC CPE - accredited: 10 CPE Points

Bank Negara Malaysia recently released and continues to release detailed Shariah guidelines, requirements and
optional practices and arrangements for various Islamic financial contracts, products and features. Following on from
this, banks and financial institutions will be required to submit actions plans based around these requirements and
practices. As such, a great deal of important information gathering and analysis will have to take place in a relatively
short period of time.

KEY LEARNING OUTCOMES
• Evaluate the current global real estate market and investors – who is investing, in what and where?
• Assess the UK real estate market and in particular the impact of Brexit
• Identify opportunities for the Shariah compliant real estate investor in the UK and beyond
• Structure effective real estate finance transactions and develop Shariah compliant options
• Review regulatory issues: an analysis of regulation affecting real estate transactions in key European markets
• Examine structuring issues for Islamic real estate funds: jurisdictional considerations, regulation, screening, leverage,
purification, foreign ownership, costs and fees
• Identifying key risk exposures of Shariah compliant real estate finance investors: liquidity, redemption, foreign exchange,
Shariah

REDmoney Seminars is pleased to offer an insightful, concise and incisive update on the Shariah standards and
requirements, optional practices and arrangements for Ijarah, Istisnah and Waad. Industry experts will cover the most
important elements of each, and will identify key areas for attention and action.
Panel Speakers:
Mohd Johan Lee

Dr Aishath Muneeza

Managing Partner,
J Lee & Associates

INCEIF

Associate Professor Dr
Hakimah Yaacob
Senior Assistant Professor,
Sultan Sharif Ali Islamic University
(UNISSA) Brunei Darussalam

REGISTER NOW

REGISTER NOW

www.REDmoneyevents.com

www.REDmoneyevents.com

W: www.redmoneyevents.com | E: andy.law@redmoneygroup.com | T: 603 2162 7800 ext. 43

©

W: www.redmoneyevents.com | E: andy.law@redmoneygroup.com | T: 603 2162 7800 ext. 43

26

1st March 2017

SECTOR FEATURE
SMES & ENTREPRENEURSHIP

How to leverage Islamic ϐinance in the
development of SMEs based on the Indonesian
experience
SMEs in particular and entrepreneurship in general make up the cornerstone of economic growth in a country.
According to a study by Ayyagari, Demirgüç-Kunt and Maksimovic in 2011, SMEs contribute 43.5% of total
employment globally and are responsible for 57.8% of total new jobs created. Formal SMEs also contribute up to
33% of the GDP in developing countries (IFC 2010) and up to 51% in high-income countries (SME Corp 2015). These
are based on a research report in 2015 by the World Bank, the IDB and the Islamic Research and Training Institute
on leveraging Islamic finance for SMEs. However, one of the major challenges for SMEs is access to finance. INDRI
PRAMITASWARI GURITNO and KRESHNA YUDITYA RAHMAT finds out why.
Indri
Pramitaswari
Guritno is a
senior partner
and Kreshna
Yuditya Rahmat is a senior
associate at Hadiputranto, Hadinoto
& Partners. They can be contacted at
Mita.Guritno@bakernet.com and
kreshna.y.rahmat@bakernet.com
respectively.
In the joint report, it is estimated that
the total financing gap for micro, small
and medium enterprises (MSMEs) in
developing countries is US$2.4 trillion.
The gap is even worse in emerging
markets and developing countries, due
to the fact that the financial institutions
in these countries consider SMEs to be
too risky given the lack of collateral and
insuﬃcient credit history. It is estimated
in the report that 55-68% of the SMEs in
developing countries are underserved
financially, or even not served at all.
In Indonesia, as of September 2016,
MSME credits total IDR877.89 trillion
(US$65.84 billion) or only around 20%
of the total banking credits, according
to a report issued by Bank Indonesia.
The result, of course, would be lost
opportunities in the development of
these SMEs.

Why Islamic ϐinance
Islamic finance is a suitable means to
cover the financing gap for SMEs since
the core principles of Islam emphasize
social justice, inclusion and sharing of
resources, which favor SMEs. According
to Iqbal (1997), the basic principles
of an Islamic financial system are
summarized as follows: (1) risk-sharing
(which allows the earning of profit but
not interest), (2) money as ‘potential’
capital (and not as a commodity), (3)
prohibition of speculative behavior
©

(discouraging financing speculative
ventures), (4) sanctity of contracts (which
encourage parties to honor contracts and
be more open in sharing information)
and (5) Shariah-approved activities
(which would prevent companies from
venturing into non-Shariah-approved
activities). These elements are reflected
mainly in asset-based finance and the
risk-sharing nature of Islamic finance
products. Asset-based finance helps to
ensure that it is financing a real economic
activity, while equity-based finance
promotes profit and loss-sharing which
increases the alignment of interest and
increases risk-sharing. These should
provide for fairer financing terms, and
therefore a more palatable financing
structure, for SMEs. The question then is:
How can we leverage Islamic finance?

The Indonesian experience
Based on the experience in Indonesia
for the past few years, there are two
ways to leverage Islamic finance in the
development of SMEs as in the following:
1. Product education
Despite the nature of Islamic finance,
which should be more palatable to
SMEs, Islamic finance structures are still
not as popular as conventional ones in
Indonesia. Many companies do not even
know the various structures and how
they work, let alone learn about their
advantages. As such, one of the things
that need to be worked on is increasing
SMEs’ awareness of Islamic finance
and their advantages through various
publications as well as workshops and
seminars. This eﬀort has already been
undertaken by the Indonesian Financial
Services Authority (Otoritas Jasa
Keuangan or OJK) as part of their Shariah
banking road map for 2015-19. One of
the programs is the hosting of an event
called ‘Pasar Rakyat Syariah’ or people’s
27

Shariah market, which includes sessions
aimed at promoting Islamic finance to the
general public. Another eﬀort that they
have undertaken is dedicating a special
section in their website to Shariah. This
section provides all sorts of relevant
materials, including regulations, news
and publications, making it easier for the
general public including SMEs to access
these materials.
2. Product development
The Islamic finance products issued and
oﬀered by banks should be packaged
to appeal to and be more beneficial
to SMEs. In the case of Indonesia, in
2015 the OJK issued a regulation on
products and activities of Shariah banks.
This regulation provides the product
codification and standard activities for
Shariah banks, and acts as a guideline
for banks in developing their products.
To the extent that the banks comply
with this regulation (including obtaining
approval from the OJK for products
or activities that are not specifically
provided in the codification), they should
be able to oﬀer products that are tailored
to the needs and risk profile of SMEs.
One possible structure variation that we
have seen in financing in Indonesia (to
promote Islamic finance) is a hybrid
structure, where there are two tranches:
both the conventional as well as the
Islamic finance one, in which the bulk of
the financing is provided by a
conventional bank but a portion of it is
provided by its Shariah bank aﬃliate.
The idea is to familiarize the customer
with Islamic finance so that in the future
they will be induced to do more Islamic
financing. By drawing from this
experience, Shariah banks could partner
with their conventional aﬃliates to oﬀer
Islamic finance as part of a financing
package with conventional finance.

1st March 2017
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Shariah pensions – an untapped market
Shariah compliant pensions have yet to be explored by Islamic financial institutions. As per the PWC research
report, ‘Asset management 2020’, the global size of pension fund assets would reach US$57 trillion by 2020 from
the current figure of US$36 trillion, whereas MENA and Asia Pacific will constitute US$5 trillion and US$6.5
trillion respectively by 2020. SHARJIL AHMED explores.
Sharjil Ahmed is an
Islamic finance specialist
and a seasoned investment
banker. He can be
contacted on
ahmedsharjil@gmail.com.
The majority of the 1.7 billion Muslim
population live in MENA (20%) and
Asia Pacific (62%) which are potentially
major markets for Shariah pensions. If
Shariah pensions can take only 10% of
this potential market by 2020, it could
be projected to reach US$1 trillion by
2020.
The emergence of Shariah pensions will
support the Islamic asset management
industry which is yet to achieve its
critical mass. It will encourage existing
Shariah asset managers and the new
breed of asset managers to develop
targeted Shariah investment solutions
for their pension clients. Global asset
managers can also take their share by
oﬀering their long-standing experience
in managing pension funds and can oﬀer
the same by bringing Shariah investment
solutions.
As per the Thomson Reuters report on
Islamic asset management, the Islamic
asset management industry constitutes
only about 5% of the approximately
US$1.8 trillion Islamic banking industry.
There is a huge potential for the industry
to grow but regulations and a lack of
expertise are hindering the growth of this
market.
Islamic pensions could be a game
changer for the entire Islamic banking
market, especially for Islamic asset
management and Takaful. Islamic asset
managers need to be more proactive and
innovative rather than only concentrating
on equity and fixed income funds;
they need to concentrate on alternative
asset classes and come up with more
diversified and innovative Shariah
compliant pension products.
The Islamic asset management industry
needs to be institutionalized as currently
it’s heavily dependent on retail
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investors (80% of retail investors and
20% of institutional investors), while
on the other hand, the conventional
industry represents 20% retail and 80%
institutional investors.
It’s a huge opportunity for asset
managers who can develop Shariah
pension solutions for their own Shariah
funds and oﬀer them to their clients.
It will help them build up the Shariah
pension industry and increase assets
under management for their own funds
on a regular basis.
Currently, only a few Islamic financial
institutions are oﬀering Shariah pension
solutions to their clients. This puts
Islamic financial institutions at the
forefront to develop Shariah investment
solutions that can produce consistent and
strong returns to match future liabilities.
Savings for a pension is a long-term
commitment and it’s very important for
financial institutions to come up with
regular savings and capital-protected
products so that investors can achieve
their long-term investment goals.
Technology is another important factor
which can play a very important role in
the development of the Shariah pensions
industry. It enables all stakeholders to
keep track of their investments on a
regular basis.
As per the World Bank, the three-pillar
pension system, followed by most of
the developed markets, is as follows:
Pillar 1 – state/government-run pension;
Pillar 2 – pension provided by employer;
and Pillar 3 – privately-funded savings
scheme.
Most of the developing countries have
yet to adopt the World Bank’s three-pillar
system. Although public pension funds
in some countries have been launched,
they are still at the infant stage. Pension
reforms are the key to strengthening
pension systems in the developing world.
We have recently witnessed the support
by some of the governments to develop
this important untapped market. Without
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government support and reforms, this
industry won’t be able to achieve its true
potential. In Malaysia, the Employees
Provident Fund recently announced
its ambition to start a US$26 billion
Islamic savings plan. The Dubai Islamic
Economy Development Center also
lately declared that it will support the
development of Shariah pensions which
is a major step forward in developing
this sector.
We have seen major development and
the eﬀect of reforms in Turkey, Pakistan,
Malaysia and Australia in recent years
which have helped these countries to
build up a strong pension infrastructure
and significantly increase the sale of
pension policies and funds.
Due to the decline in oil prices, the
reduction of subsidies and the increase
in commodity prices, the MENA region
is heading toward a change in lifestyle
and moving more toward savings and
pensions. This gives Islamic financial
institutions an opportunity to position
themselves as the provider of choice for
Shariah compliant savings and pension
products.
Last but not the least, education is the
most important factor for the growth
of the Shariah pension industry. As
mentioned earlier, the Shariah pension is
a fairly new concept for the developing
world and it may take time, energy
and eﬀort to create awareness of this
important sector.

Conclusion
It’s fair to say that the Shariah pension
industry is comparatively new compared
to the traditional pension industry.
Islamic financial institutions need to
come up with well-structured and
tailor-made pension solutions which can
be marketed to retail and corporate
clients. The pension industry definitely
has a void in the market but with the
right know-how and government
support, the Shariah pension industry
can grow and flourish immensely.
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MUFG and NCB Capital are also
reported to be involved.

Hong Kong issues Sukuk
HONG KONG: The government of
Hong Kong has issued a US$1 billion
10-year tenor Reg S Sukuk facility,
according to a press release. The Sukuk
facility, issued by SPV Hong Kong Sukuk
2017, was launched following a global
roadshow which commenced on the 13th
February 2017 covering the UAE,
Malaysia, Singapore, Hong Kong and the
UK, and was priced at 3.13%. The
transaction was almost twice
oversubscribed, with orders worth
US$1.72 billion. HSBC, Standard
Chartered, CIMB and National Bank of
Abu Dhabi acted as the joint lead
managers and joint bookrunners with
HSBC and Standard Chartered also
acting as the joint global coordinators for
the oﬀering.

QIB to increase Sukuk limit
QATAR: Qatar Islamic Bank (QIB) has
obtained approval from its ordinary
general assembly to raise the limit of its
perpetual additional Tier 1 Sukuk from
QAR5 billion (US$1.37 billion) to QAR7.5
billion (US$2.06 billion). According to the
Peninsula Qatar, the assembly also
consented to the recommendation of the
board of directors to distribute a 47.5%
cash dividend of the nominal value per
share, meaning QAR4.75 (US$1.3) per
share.

Saudi calls for banks’
proposals for Sukuk
SAUDI ARABIA: Saudi Arabia has
requested for proposals from banks for
its potential US dollar Sukuk, according
to Reuters quoting unnamed sources. The
government has approached lenders
which had worked on Saudi’s first
issuance. Citibank, HSBC and JPMorgan
will be acting as the global coordinators.
Bank of China, BNP Paribas, Deutsche
Bank, Goldman Sachs, Morgan Stanley,

Indonesia’s sovereign Sukuk
oversubscribed
INDONESIA: The government of
Indonesia’s sovereign Sukuk (SPN-S
08082017 and four project-based Sukuk
series) auction on the 21st February
received total incoming bids of IDR10.39
trillion (US$777.17 million), according
to an oﬃcial announcement. The
government raised a total of IDR6.02
trillion (US$450.3 million) from the five
Sukuk series oﬀered, which will be used
to finance the 2017 State Budget.
Separately, the Ministry of Finance is
oﬀering a retail Sukuk facility beginning
from the 27th February to the 17th March
2017, according to a press release. The
Sukuk Series SR-009 facility has a tenor
of three years and a profit rate of 6.9%
and will mature on the 10th March 2020.
The issuance is Ijarah-structured, and the
first payment would be made on the 10th
April 2017.

MDV Sukuk under
consideration
MALAYSIA: IFN has learned that the
Ministry of Finance is currently
evaluating a Sukuk plan by Malaysia
Debt Ventures (MDV). MDV announced
last August that it intends to raise up to
RM1 billion (US$224.16 million) through
Sukuk. More details will be revealed in
due time.

SapuraKencana to issue
Sukuk
MALAYSIA: SapuraKencana Petroleum
has announced the signing of seven-year
multicurrency financing facilities
amounting up to approximately US$1.5
billion with a consortium of Malaysian,
regional and international banks.
According to a press release, the
proceeds from the facilities shall be used

to partially refinance the company’s
existing borrowings. The refinancing
involves an issuance of approximately
RM3.6 billion (US$806.78 million) of
unrated Sukuk under the existing 30-year
multicurrency Sukuk program of up to
RM7 billion (US$1.57 billion) in nominal
value. Maybank Investment Bank is the
coordinating bank for the refinancing
exercise.

Kuveyt Turk to issue domestic
Sukuk
TURKEY: Kuveyt Turk, an Islamic bank,
has received regulatory approval to raise
TRY2 billion (US$553.54 million) through
Sukuk, according to Reuters. The bank is
planning to sell the Sukuk through its
asset-leasing company, KT Kira
Sertifikalari Varlik Kiralama. No time
frame or tenor was given for the potential
deal. The bank also announced that it
would cease all activities of its whollyowned subsidiary in Dubai as it had not
established a commercial advantage.

Dana Gas may restructure
Sukuk repayment
UAE: Investors of Dana Gas’s US$700
million Sukuk expect the company to
restructure the repayment of the Sukuk
facility and extend its maturity, as it is
falling sharply in the secondary market,
with the cash price dropping three cents
on the dollar since the beginning of the
year to 87 cents, Reuters reported. Yield,
meanwhile, has jumped to 26.32% from
18.5% at the beginning of January. The
company had around US$300 million in
cash and bank balance at the end of 2016,
according to its preliminary full-year
results — less than half the looming
Sukuk maturity.

AFC’s Sukuk on NASDAQ
Dubai Murabahah platform
UAE: Africa Finance Corporation (AFC)
has announced in a press release that it
has carried out a US$150 million Sukuk
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transaction on the NASDAQ Dubai
Murabahah platform, marking the first
use of the platform by an African entity.
The initial target of US$100 million was
more than twice oversubscribed due to
high levels of investor interest, and the
transaction was upsized to the current
size with a final orderbook of
approximately US$230 million.

ABHC to make changes to
Sukuk
MALAYSIA: ABHC Sukuk is set to make
changes to the maturity date and profit
rate of its RM1 billion (US$225.1 million)
Sukuk Wakalah transaction. According to
a press release on Bank Negara
Malaysia’s website, the maturity date for

AFRICAS
CPA to launch Islamic
ϐinancing from 2018
ALGERIA: The Popular Credit of Algeria
Bank (CPA) is planning to launch Shariah
compliant financing from 2018 onwards,
CEO Omar Boudieb was quoted by the
Algeria Press Service as saying. The bank

ASIA
BML Islamic introduces home
ϐinancing product
MALDIVES: Bank of Maldives Islamic
(BML Islamic) has launched its first home
construction and real estate financing
facility, according to IFN Correspondent
Dr Aishath Muneeza, who is the
chairperson of the Maldives Center for
Islamic Finance. Prior to this, BML
Islamic only oﬀered deposit products.

AFFIN’s ratings won’t be
affected by restructuring
MALAYSIA: AFFIN Holdings’s
proposal to collapse its financial holding
company structure and lift AFFIN Bank
to the apex of the banking group will
not aﬀect the ratings of AFFIN Bank,
AFFIN Hwang Investment Bank (AFFIN
Hwang) or AFFIN Bank’s debt program,
according to RAM Ratings in a press
release. The restructuring will witness
AFFIN Hwang and the group’s money
broking and insurance entities moved
from AFFIN Holdings to AFFIN Bank.
The exercise is expected to elevate
AFFIN Bank’s common-equity Tier-1
ratio from 12.4% as at the end of
©

the issuance has been extended to the 16th
June 2017. The profit rate will be
increased to 5.5% per annum.

DIB’s Sukuk approved
UAE: The board of directors of Dubai
Islamic Bank has approved a US$5 billion
Sukuk program, according to The
National. The aim of the Sukuk is to raise
funds when the economy is down and
liquidity is tight. The board also approved
a dividend distribution of 45 fils (12.25 US
cents) per share worth more than AED2.2
billion (US$598.86 million).

STSSB to issue 189th ICP
MALAYSIA: Sunway Treasury Sukuk
(STSSB) will be issuing its 189th Islamic

commercial papers (ICPs) on the 2nd
March 2017, according to an
announcement on Bank Negara
Malaysia’s website. The issuance, worth
RM100 million (US$22.51 million),
matures on the 3rd April 2017 and is rated
MARC-1IS.

Oman picks banks for Sukuk
sale
OMAN: Oman has named Alizz Islamic,
Citibank, Dubai Islamic Bank, Gulf
International Bank, HSBC, JPMorgan and
Standard Chartered to manage a Sukuk
sale that is expected to be around US$1.5-2
billion in size, Global Capital reported,
quoting two unnamed sources.

is currently evaluating the commercial
prospects as well as studying regulatory
requirements of oﬀering Shariah
products.

on a Murabahah basis, has received the
Shariah audit certificate from Global
Islamic Financial Services (GIFS),
according to a press release.

Lendcor receives Shariah
certiϐicate

The certificate was awarded to Lendcor
as it complied with all Shariah
recommendations and policies put
forward by GIFS.

SOUTH AFRICA: Lendcor, which oﬀers
home improvement facilities to clients

September 2016 to above 13%. The
operations and business profile of the
entire AFFIN Group are expected to
remain unchanged after the
restructuring exercise.

SECP approves prospectuses
of two new Modarabas
PAKISTAN: The Securities and
Exchange Commission of Pakistan
(SECP) has approved the prospectuses of
two new Modarabas in Pakistan: Habib
Metro Modaraba and Orient Rental
Modaraba. According to a statement, the
SECP’s board certified that the business
specified in the prospectuses of both
Modarabas complies with the precepts of
Islam. Habib Metro Modaraba will
primarily provide car-financing
solutions, while Orient Rental Modaraba
will focus on the rental business of
generators and heavy machinery.

IFC makes disbursement
PAKISTAN: The Islamic Finance Center
has disbursed PKR14 million
(US$131,074) since its inauguration by
the Securities and Exchange
Commission of Pakistan two months
ago, according to The Nation. The
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disbursement, issued under the Ijarah
mode, was made for the purchase of
motorcycles and other products. Four
Modarabas, namely Allied Rental
Modaraba, First Habib Modaraba, Orix
Modaraba and Trust Modaraba have
launched their oﬃces in the center since
its conception.

BSP committed to Islamic
ϐinance
PHILIPPINES: The central bank of the
Philippines, Bangko Sentral ng Pilipinas
(BSP), is calling on Congress to enact
legislation that will amend the Charter
of the Al Amanah Islamic Investment
Bank to institute a legal framework for
Islamic banking, Deputy Governor Diwa
Guinigundo was quoted as saying by
the Manila Times.
Guinigundo also revealed that the BSP is
supporting a separate legal infrastructure
that will facilitate the development of
Sukuk, preserve the enforceability of
Shariah financial contracts and assist in
the settlement of legal disputes in Islamic
financial transactions. The central bank
will also explore making its credit surety
fund scheme Shariah compliant.
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Sedania Innovator to acquire
Sedania As Salam Capital
MALAYSIA: Sedania Innovator (SIB) has
proposed to acquire Shariah fintech
company Sedania As Salam Capital for
RM12 million (US$2.7 million), according
to a bourse filing. The purchase
consideration would be satisfied via a
combination of cash amounting to RM4
million (US$900,210), and issuance and

EUROPE

Al Rayan Bank’s home
ϐinancing products grow
UK: Al Rayan Bank has announced in a
press release that demand for its home
purchase plans (HPPs) and buy to let
purchase plans (BTLPPs) in January 2017
increased by 19.5% and 13.2% year-onyear respectively. At the same time, the
number of HPP and BTLPP completions

GLOBAL

NSR and C&P to merge
GLOBAL: Norton Rose Fulbright (NSR)
and Chadbourne & Parke (C&P) have
confirmed in a statement that both firms
will be merging in the second quarter of
2017. The merger will result in more
than 1,000 lawyers working in the firm
in the US, including more than 300
lawyers in New York alone. The global
firm will comprise more than 4,000
lawyers in 58 oﬃces spanning 32
countries. Following the merger, the
global firm will adopt Norton Rose
Fulbright’s name.

Audit regulators collaborate
with Big Four
MALAYSIA: Four ASEAN audit
regulators, under the ASEAN Audit
Regulators Group (AARG), and the
four largest audit firms in the region
(referred to as the Big Four) have agreed
on a goal to improve audit quality,
according to a press release. The new
initiative saw the largest audit firms in
the region, comprising Deloitte Touche
Tohmatsu, EY, KPMG and PwC, agree
to work toward achieving a reduction
of at least 25% in the number of listed
companies’ audits with inspection
findings. AARG comprises Malaysia’s
Audit Oversight Board, Indonesia’s
Finance Professions Supervisory Center,
Singapore’s Accounting and Corporate
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allotment of 25.81 million new ordinary
shares in SIB at an issue price of 31
Malaysian sen (6.98 US cents) per SIB
share.

Trust, has organized a workshop titled
‘Collection, Utilization and Investment
of Zakat and Donations in Welfare
Organizations’.

IBA-CEIF collaborates with
Ihsan Trust

The one-day course aims to provide
attendees, who were mainly scholars,
practitioners and academicians, some
knowledge on Zakat as well as Riba,
Pakistan Today reported.

PAKISTAN: The IBA Center for
Excellence in Islamic Finance (IBACEIF), in partnership with Ihsan

increased by 227.6% in the same month,
compared with January 2016. This comes
after the Islamic bank announced in
January 2017 that demand for its home
financing products reached an all-time
high in 2016.

RFI launches SDG Challenge
SWITZERLAND: RFI Foundation, in
partnership with the Swiss Finance +
Technology Association, Finocracy and

the Responsible Finance & Investment
(RFI) Summit partners, has launched the
Support Disruption for Good (SDG)
Challenge. Blake Gould, CEO of RFI
Foundation, told IFN that the focus will
be on finding scalable new or at the
pre-launch development stage fintech
businesses that have an explicit ethical,
responsible and/or Islamic criteria. The
judging panel is now being finalized.
Three finalists will present during the
RFI Summit in Zurich in May.

AARG also announced a long-term
partnership with the World Bank to
boost audit oversight practices in the
region. World Bank’s Center for
Financial Reporting Reform is
collaborating with experts from the East
Asia Pacific region of the bank’s Global
Governance Practice to secure funding
and provide technical assistance to
enhance capacity-building in the audit
industry of the region.

subtitled ‘A Catalyst for Shared
Prosperity?’ The report discusses trends
in Islamic finance, identifies major
challenges in the industry and
recommends policy interventions to
boost the Islamic finance market. The
report outlines a theoretical framework
based on four fundamental pillars,
namely (1) an institutional framework
and public policy; (2) prudent
governance and accountable leadership;
(3) the promotion of an economy based
on risk-sharing and entrepreneurship;
and (4) financial and social inclusion.

AAOIFI announces new
projects

IMF calls for Islamic banking
to promote ϐinancial stability

GLOBAL: AAOIFI has launched a
Shariah standards e-learning platform to
serve as an e-learning gateway for
professional training programs on
standards issued by the standard-setting
body. AAOIFI said in a statement that it
also expects to launch a development
project for the CIPA certificate which
will comprise the formulation of four
books in April 2017. The organization is
working on 26 projects, with several
expected to be completed by the end of
this year.

GLOBAL: The IMF has called for the
Islamic banking industry to establish
a policy framework and environment
that promote financial stability and
sound development, including legal,
prudential, financial safety nets, antimoney laundering and countering the
financing of terrorism and liquidity
management frameworks.

Regulatory Authority and Thailand’s
Securities and Exchange Commission.

World Bank and IDB release
Islamic ϐinance report
GLOBAL: The World Bank Group and
the IDB have announced the publication
of a global report on Islamic finance
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Contained in the staﬀ paper titled
‘Ensuring Financial Stability in
Countries with Islamic Banking’, the
IMF also called for increased eﬀorts to
deepen the government Sukuk markets
and the importance of having in place
relevant central banking liquidity
facilities and instruments.
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AIB unveils new products for
commercial ϐinancing
OMAN: Alizz Islamic Bank (AIB) has
announced new Shariah compliant
commercial financing products for
customers with a minimum monthly
wage of OMR500 (US$1,293.93) for
government and semi-government
employees and OMR750 (US$1,940.89)
for those working in the private sector,
according to a press release. The
products are based on Murabahah,
Ijarah and forward Ijarah.

Borse Dubai and NASDAQ
sign technology deal
UAE: Borse Dubai, the parent company
of Dubai Financial Market (DFM), and
NASDAQ have announced the signing
of a technology deal to enhance the
infrastructure of Dubai’s stock
exchanges, according to a media release.
The agreement sees NASDAQ providing
a new INET-powered, multi-asset
trading technology engine called
NASDAQ Matching Engine; a cash
equities clearing module called
NASDAQ Packaged Clearing; and
enabling an in-memory-vetting model
on the central securities depository
solution under the new NASDAQ
Financial Framework architecture. The
infrastructure renovation is expected to
be completed by early 2019.

compliance with conditions set out in
the EU’s European Market Infrastructure
Regulation. According to a press release,
this initiative came following the
announcement by the European
Commission last year that the DFSA’s
regulatory framework for CCPs was
equivalent to that of the EU.

DIB approves cash dividend
UAE: Dubai Islamic Bank (DIB) has
approved the distribution of 45 fils
(12.25 US cents) per share as cash
dividend for 2016 during its recently
concluded annual general meeting,
according to a press statement. DIB had
reported a group net profit of AED4.05
billion (US$1.1 billion) for the full year
of 2016, up 6% from AED3.84 billion
(US$1.05 billion) recorded in 2015.

QIB opens new ofϐice
QATAR: Qatar Islamic Bank (QIB) has
launched a new oﬃce at the Ministry of
Endowment and Islamic Aﬀairs Tower
in West Bay, bringing its branch network
to 28 nationwide, according to the
Peninsula Qatar.

Al Ramz now a market maker
UAE: Al Ramz Capital, which oﬀers
Islamic financial services, has become a
market maker on NASDAQ Dubai for
equities and equity futures, according to
a statement.

DFSA signs deal with ESMA

Co-branded card from DED
and DIB exceeds target

UAE: The Dubai Financial Services
Authority (DFSA) and the European
Securities and Markets Authority
(ESMA) have signed an agreement
aimed at sharing information and
enhancing partnership regarding Dubai
International Financial Center-based
central counterparties (CCPs)’

UAE: The ‘Consumer Card’, a cashback
card co-branded by the Department of
Economic Development (DED) and
Dubai Islamic Bank (DIB), has exceeded
the target for its first year with
thousands issued over the past six
months, according to a press release.
The highest combined amount of

RESULTS

Alliance Financial Group

Qatar Islamic Bank
QATAR: Qatar Islamic Bank has achieved
QAR139.8 billion (US$38.36 billion) in
total assets for 2016, an increase of 10%
compared with 2015, according to the
Peninsula Qatar. The bank’s total income
for 2016 was recorded at QAR5.49 billion
(US$1.51 billion), up 22% from the
previous year. The bank maintained a 1%
debt-to-income ratio and an 87%
coverage ratio for non-performing
financing assets by the end of 2016.

©

MALAYSIA: Alliance Financial Group,
the parent company of Alliance Islamic
Bank, has announced a net profit after tax
of RM129.7 million (US$29.07 million) for
the third quarter ended the 31st December
2016 (third quarter of the 2017 financial
year). According to an oﬃcial statement,
the overall net income for the same
period increased 5.3% quarter-on-quarter
and 4.8% year-on-year from 2015. The
group’s net interest income, inclusive of
Islamic banking, was up 3.7% quarter-onquarter and 4.1% year-on-year,
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cashback was in the supermarket
category, and the highest number of
transactions on fuel spends. The card
was launched to protect the rights of
consumers and aid them with savings
and rewards on their daily spending.

Al Baraka Bank Syria
accorded ISO certiϐication
SYRIA: Al Baraka Bank Syria has been
accorded the ISO26000 certification in
accordance with the International
Standard for Social Responsibility by SGS
International. The Islamic bank said in a
statement that it is the first Syrian bank to
be recognized with such a distinction.

Meethaq inks agreement
with DMC
OMAN: Meethaq, the Islamic banking
window of Bank Muscat, has signed a
financing agreement with Drug
Manufacturing Company (DMC),
according to a press release. The deal,
aimed at creating a manufacturing unit
in the Sohar industrial area, will develop
pharmaceutical products, including
active pharmaceutical ingredients,
intermediates and formulations.

Slower UAE Islamic banking
growth in 2017
UAE: Fitch expects a continued
slowdown in Islamic financing growth
in the UAE this year, and that it will
reveal a deterioration in banks’ asset
quality as portfolios season more
quickly with higher impaired financing
ratios, according to a recent report from
the rating agency. Fitch further noted
that rapid growth in the sector in recent
years has artificially improved asset
quality metrics as impaired financing
ratios are typically lower in the early
years of financing arrangements.

attributable to a higher risk-adjusted
return loans strategy. Client-based fee
income, including Islamic banking, was
flat quarter-on-quarter, but year-on-year
the value increased 5.1% to RM77.5
million (US$17.37 million) due to higher
forex sales and trade fees.

Emirates REIT
UAE: Emirates REIT, a Shariah compliant
REIT, has announced that it has realized
an increase of 22.8% in rental income to
US$45.3 million in 2016, compared with
US$36.9 million in 2015. Total property
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income also was up 22.2% to US$50.7
million from US$41.5 million in the
previous year. The company’s total
portfolio value was US$752.7 million, a
year-over-year increase of 12% from
2015’s US$673.2 million..

SAR200 (US$53.31) per share for 2016, an
increase from a loss of SAR60 (US$16) for
2015. Gross profit increased 716.15%
from SAR2.63 million (US$700,980) in
2015 to SAR21.48 million (US$5.73
million) in 2016.

Al Baraka Banking Group

Takaful International

BAHRAIN: Al Baraka Banking Group, a
Bahrain-based Islamic banking group,
reported a total net income of US$268
million for the financial year ended
December 2016, 6% lower year-on-year
compared with the previous year,
according to a press release. The bank’s
total operating income during the period,
meanwhile, increased 7% year-on-year to
US$1.08 billion compared with US$1
billion in 2015.

BAHRAIN: Takaful International
reported a total profit of BHD631,000
(US$1.66 million) in 2016, compared with
a loss of BHD7.1 million (US$18.7
million) during the previous year,
according to a bourse filing. General
Takaful and Family Takaful funds
achieved a surplus of BHD79,000
(US$208,000) and BHD149,000
(US$392,487) respectively, compared with
a loss of BHD1.1 million (US$2.9 million)
and a surplus of BHD142,000
(US$374,048) in 2015.

Riyad REIT
SAUDI ARABIA: Riyad REIT, a Shariah
compliant investment fund, has gained a
net profit of SAR9.89 million (US$2.64
million) for 2016. According to a bourse
filing, the fund recorded an earning of

TAKAFUL

BKIC to purchase stake in
Takaful International
BAHRAIN: Bahrain Kuwait Insurance
Company (BKIC) has agreed to purchase
Bahrain Islamic Bank’s entire stake in
Takaful International Co after the two
entities signed an MoU, according to a
bourse filing.

Al Rajhi Takaful wins
government contract
SAUDI ARABIA: Al Rajhi Company for
Cooperative Insurance has entered into
an agreement with the Ministry of
Education under which the Takaful
operator will provide voluntary health
insurance to the employees of the
ministry. The coverage, according to a
bourse filing, extends to family members
of employees as well.

Malath cuts capital
SAUDI ARABIA: Malath Cooperative
Insurance and Reinsurance Company’s
request to reduce its capital from
SAR300 million (US$79.96 million) to
SAR120 million (US$31.98 million) has
been approved by the Capital Market
Authority. According to a bourse filing,
this would reduce the number of shares
from 30 million to 12 million. The
approval is conditional on the operator’s
©

Malaysia Building Society
MALAYSIA: Malaysia Building Society
(MBSB), which plans to convert into a
fully-fledged Shariah compliant

extraordinary general assembly
approval and the completion of the
necessary regulatory procedures.

Zurich Takaful launches
product
MALAYSIA: Zurich Takaful Malaysia
has launched a Family Takaful plan
targeted at senior citizens, it announced
in a statement. Known as Takaful
SeniorGold, the scheme oﬀers coverage
to those in the 50-80 years age group.

Jaiz Foundation to start
offering Takaful
NIGERIA: The Jaiz Foundation is about
to oﬀer Shariah compliant insurance in
three diﬀerent states, namely Kaduna,
Kano and Lagos, according to local
newspaper Leadership. The staﬀ of the
organization attended a week-long
induction training ahead of their
deployment.

MTA launches Code of
Practice
MALAYSIA: Malaysian Takaful
Association (MTA), the Life Insurance
Association of Malaysia and Persatuan
Insurans Am Malaysia have launched
the Code of Practice on Personal Data
Protection for the Takaful and insurance
industry, in collaboration with the
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financial institution, reported a profit
after tax of RM201.41 million (US$45.14
million) for the 12 months ended the 31st
December 2016, a 21.8% decline year-onyear from the RM257.59 million
(US$57.73 million) recorded in the
previous year, according to a press
release. This was on the back of
improved revenues which were up
7.37% year-on-year to RM3.27 billion
(US$732.82 million) during the period.

Alinma Tokio Marine
SAUDI ARABIA: Alinma Tokio Marine
has reported a net loss of SAR17.44
million (US$4.65 million) for 2016,
according to a bourse filing. Net profit of
shareholders capital investment stood at
SAR7.13 million (US$1.9 million) as
compared with a loss of SAR506,000
(US$134,847) in 2015, and the
improvement was attributable to the
improvement in Saudi riyal-denominated
equity portfolios and riyal-denominated
funds and Murabahah deposits.

Personal Data Protection Department of
Malaysia. According to a statement, the
code outlines the best practice to
harmonize the principles to safeguard
personal information of customers in
line with the Personal Data Protection
Act.

Takaful Malaysia to increase
awareness of cashback
MALAYSIA: Syarikat Takaful Malaysia,
the first and only Islamic insurance
company in Malaysia to reward a 15%
cashback for no claims to General
Takaful customers, has paid out up to
RM209 million (US$46.37 million) in
cashback since 2009. According to
Bernama, the cashback would be
processed 60 days after the expiry of the
certificate, and the payment would be
directly credited to customers’
registered bank accounts via the
e-Payment facility.

Singer launches ϐire and
ϐlood cover with Amana
SRI LANKA: Singer has partnered with
Amana Takaful to introduce Senasuma
Plus, a plan that oﬀers Singer customers
an extended manufacturing warranty of
two years and also covers their
appliances against natural disasters and
fire, according to the Daily Mirror.
Senasuma Plus is an upgrade on

1st March 2017

NEWS
Senasuma, the extended warranty
scheme available to Singer customers for
a nominal fee at the point of purchase.
The latest plan improvises on this by
further oﬀering customers cover against
fire; lightning and natural disasters;
electrical surges; explosions and
burglaries.

In partnership with

RATINGS
Russian banks afϐirmed with
new outlooks
RUSSIA: Moody’s has aﬃrmed the
ratings of 14 financial institutions
domiciled in Russia and changed the
outlooks on the ratings to stable from
negative, following the outlook upgrade
on Russia’s ‘Ba1’ sovereign debt rating to
stable from negative. The financial
institutions are Sberbank, Bank VTB,
VTB24, Bank of Moscow,
Vnesheconombank, Eximbank of Russia,
Agency for Housing Mortgage Lending,
Russian Agricultural Bank,
Gazprombank, Alfa-Bank, State
Transport Leasing Company, ING Bank
Eurasia, Natixis Bank and GTLK Europe.
According to a press release, the firm
also upgraded the baseline credit
assessment (BCA) and adjusted BCA of
Sberbank, which oﬀers Islamic banking
services, to ‘ba1’ from ‘ba2’, and
upgraded the bank’s long-term and
short-term counterparty risk (CR)
assessments to ‘Baa3(cr)/Prime-3(cr)’
from ‘Ba1(cr)/Not-Prime(cr)’.

Fitch afϐirms UAE banks’ longterm IDRs
UAE: Fitch has aﬃrmed the long-term
issuer default ratings (IDRs) on National
Bank of Abu Dhabi, Emirates NBD,
Union National Bank (UNB), Abu Dhabi
Commercial Bank and First Gulf Bank
(FGB) with a stable outlook, according to
a statement. Concurrently, the rating
agency also maintained the rating watch
positive on FGB’s IDRs and downgraded
the viability rating of UNB to ‘bbb-’ from
‘bbb’. All five banks oﬀer Islamic
products.

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.
MULTILATERAL STRATEGIC PARTNERS

LEAD MEDIA PARTNER

STRATEGIC PARTNER

EXECUTIVE PARTNERS

MEDIA PARTNERS

Morocco’s ratings upgraded
MOROCCO: Moody’s has changed the
outlook on the government of Morocco’s
rating to positive from stable and aﬃrmed
the issuer and senior unsecured ratings at
‘Ba1’, according to a press release. The
upgrade was initiated due to an improving
external position reflected in the build-up

©

REGISTER FREE NOW
www.REDmoneyevents.com

W: www.redmoneyevents.com | E: andy.law@redmoneygroup.com | T: 603 2162 7800 ext. 43 | Twitter : #IFNCIS17

34

1st March 2017

NEWS
of foreign exchange reserves, and declining
fiscal imbalances of the country. Moody’s
decision to aﬃrm Morocco’s ‘Ba1’ rating
balances an institutional environment,
which is supportive of structural reforms
and captures Moody’s political risk
assessment.

Oman’s rating downgraded
OMAN: RAM has downgraded Oman’s
rating from ‘gA1(pi)/Negative’ to
‘gBBB2(pi)/Stable’, according to a
statement. The rating agency based its
decision on severe fiscal and external
weaknesses as well as greater-thanexpected systemic and spillover risks to

MOVES

Qatar Islamic Bank
QATAR: Qatar Islamic Bank, following its
annual general meeting on the 20th
February, has appointed new board
members, according to the statement. The
new members are Sheikh Jassim Hamad
Jassim Jaber Al Thani from Al Mirqab
Capital; Abdul Rahman Abdulla Abdul
Ghani Al Abdul Ghani and Abdullatif
Abdullah Al Mahmoud from Dar Al
Sharq Group; Sheikh Abdulla Khaled
Thani Al Thani from Al Naera Building
Materials Company; Abdulla Saeed
Mohamad Al Eida from Al Zubara Real
Estate Investment; Sheikh Ali Ghanem
Ali Al Thani from Ali Ghanem Ali Al
Thani Group; and Mohammed Issa Al
Mohannadi, Mansour Mohammed Al
Musleh and Nasser Rashid Al Kaabi

the country’s economy, following the
weak performance of the nonhydrocarbon sector.

Samalaju’s Sukuk rating
reafϐirmed
MALAYSIA: RAM has announced in a
press release that it has reaﬃrmed the
‘AA1(s)/Stable’ rating on Samalaju
Industrial Port’s Sukuk Murabahah
program of up to RM950 million
(US$213.84 million), attributable to an
unconditional and irrevocable corporate
guarantee from Samalaju’s parent
company, Bintulu Port Holdings.

from Al Sraiya Group. The move came
after the withdrawal of two previous
members from the board. The board also
elected Sheikh Jassim Hamad Jassim
Jaber Al Thani as the chairman and
Abdullatif Abdulla Al Mahmoud as the
vice-chairman of the bank.

Malath Cooperative
SAUDI ARABIA: Malath Cooperative
Insurance and Reinsurance Company
(Malath Cooperative) has announced
in a bourse filing the resignation of a
member of its board of directors, Dr
Ghassan Abdulrahman, eﬀective the 22nd
February 2017.

Fitch Ratings
GLOBAL: Fitch Group has appointed
Ian Linnell as the president of Fitch
Ratings eﬀective immediately, according

RAM rates Maybank Islamic’s
program
MALAYSIA: RAM has assigned ‘AAA/
Stable/P1’ ratings to Maybank Islamic’s
proposed RM10 billion (US$2.24 billion)
Islamic commercial paper/medium-term
note program, according to a statement.
The proceeds will be used for Shariah
compliant funding purposes, and the
rating agency has also reaﬃrmed the
bank’s ‘AAA/Stable/P1’ financial
institution ratings as well as the ‘AA1/
Stable’ rating on its RM10 billion
subordinated Sukuk Murabahah
program (2014/2034).

to a press statement. Linnell, who was
previously the global analytical head for
Fitch Ratings, will report to Fitch Group
President and CEO Paul Taylor.

Al Tamimi & Company
UAE: Thomas Snider has been
appointed as Al Tamimi & Company’s
new partner and the head of arbitration,
according to a press release.

Sabana REIT
SINGAPORE: Ng Shin Ein, a nonexecutive director of Sabana REIT, has
resigned with the eﬀective date of cessation
being the 23rd May 2017, according to an
announcement on the Singapore Exchange,
with the reason being the “inability to
contribute to Sabana Real Estate
Investment Management”, a Shariah
compliant company.
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DEAL TRACKER
Expected date

Company's name

Size

Structure

Announcement Date

TBA

Kuveyt Turk

TRY2 billion

Sukuk

27th February 2017

TBA

SapuraKencana Petroleum

US$1.5 billion

Sukuk

22nd February 2017

TBA

Malaysia Debt Ventures

RM1 billion

Sukuk

21st February 2017

TBA

YTL Power International

RM2.5 billion

Sukuk

19th February 2017

2017

Government of Indonesia

US$5.5 billion

Sukuk/Bond

16th February 2017

First Quarter of 2017

Government of Dubai

US$500 million

Sukuk

16th February 2017

TBA

SapuraKencana TMC

RM7 billion

Sukuk Murabahah

15th February 2017

TBA

Tanjung Bin Energy Issuer

RM4.5 billion

Sukuk

15th February 2017

TBA

Digi.com

RM5 billion

Sukuk

14th February 2017

TBA

Hong Kong

US$1 billion

Sukuk

9th February 2017

TBA

State of Kano, Nigeria

TBA

Sukuk

7th 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$5 billion

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

22nd 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

©
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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.
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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 Monthly Returns for Asia Pacific Funds
Fund

Fund Manager

1

Hang Seng Islamic China Index

Hang Seng Investment Management

Performance Measure

2

Al Naqaa Asia Growth

Banque Saudi Fransi

5.78

Saudi Arabia

3

WSF Asian Pacific - USD I

Cogent Asset Management

5.24

Guernsey

4

Eastspring Investments Dinasti Equity

Eastspring Investments

5.19

Malaysia

5

CIMB Islamic Small Cap

CIMB-Principal Asset Management

4.74

Malaysia

6

Libra Amanah Saham Wanita (ASNITA)

Libra Invest

4.18

Malaysia

7

Am-Namaa' Asia-Pacific Equity Growth

AmInvestment Management

4.02

Malaysia

8

PB Islamic Asia Equity

Public Mutual

3.95

Malaysia

9

BIMB i-Growth

BIMB UNIT Trust Management (BUTM)

3.84

Malaysia

10

Public China Ittikal

Public Mutual

3.84

Malaysia

Eurekahedge Islamic Fund Index

6.34

Fund Domicile
Hong Kong

1.34

Based on 75.00% of funds which have reported January 2017 returns as at the 27th February 2017
Top 10 Monthly Returns for Middle East/Africa Funds
Fund

Fund Manager

1

Kuwait Investment

Kuwait Investment Company

Performance Measure
10.63

Kuwait

2

Al Baraka

Hermes Fund Management

6.76

Egypt

3

Faisal Islamic Bank of Egypt Mutual

Hermes Fund Management

6.48

Egypt

4

Riyad Gulf

Riyad Bank

4.37

Saudi Arabia

5

Al Samaha Islamic

Union National Bank

4.36

UAE

6

Emirates MENA Opportunities - Class A USD

Emirates NBD Asset Management

3.61

Jersey

7

Al-Bashaer GCC Equity

Kuwait Finance & Investment Company

3.33

Bahrain

8

Banque Misr No. 4

HC Securities & Investment

3.16

Egypt

9

Pak Oman Islamic Asset Allocation

Pak Oman Asset Management

2.77

Pakistan

10

Al Rayan GCC (F)

Al Rayan Investment

2.36

Qatar

Eurekahedge Islamic Fund Index

Fund Domicile

1.24
th

Based on 69.23% of funds which have reported January 2017 returns as at the 27 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 Equity Index over the last 1 year
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Eurekahedge Islamic Fund Equity Index over the last 5 years

Top 10 Islamic Fund Money Market by 3 Months Returns
Fund

Fund Manager

1

Atlas Pension Islamic - Money Market Sub

Atlas Asset Management

2

Meezan Tahaﬀuz Pension - Money Market Sub

Al Meezan Investment Management

1.18

Pakistan

3

PB Islamic Cash Management

Public Mutual

0.81

Malaysia

4

Al-Mubarak SAR Trade

Arab National Bank

0.75

Saudi Arabia

5

Public Islamic Money Market

Public Mutual

0.75

Malaysia

6

Apex Dana Al Kanz

Apex Investment Services

0.75

Malaysia

7

International Trade Finance - (Sunbullah SAR)

Samba Financial Group

0.74

Saudi Arabia

8

Kenanga Islamic Money Market

Kenanga Investors

0.72

Malaysia

9

PB Islamic Cash Plus

Public Mutual

0.71

Malaysia

10

Commodity Trading - SAR

Riyad Bank

0.70

Saudi Arabia

Eurekahedge Islamic Fund Index

Performance Measure
1.45

Fund Domicile
Pakistan

0.45
th

Based on 80.00% of funds which have reported January 2017 returns as at the 27 February 2017
Top 10 Islamic Global 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

EFH Islamic Financial Institution USD

QInvest

13.15

Luxembourg

7

Al-Mubarak Balanced

Arab National Bank

6.59

Saudi Arabia

8

QInvest GAM Sharia'a

GAM International Management

6.08

Cayman Islands

9

Al Shuja'a Sharia Compliant

Riyad Bank

4.89

Saudi Arabia

10

Crescent Balanced Progressive Fund of Funds

Oasis Crescent Management Company

4.89

South Africa

Eurekahedge Islamic Fund Index

Performance Measure

Fund Domicile

3.14

Based on 72.92% of funds which have reported January 2017 returns as at the 27th 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

21st Feb 2017

Hong Kong

Sukuk

21st Feb 2017

Hong Kong Sukuk
2017
Kingdom of Bahrain

Bahrain

Sukuk

16th Feb 2017

IDB Trust Services

Saudi
Arabia

Sukuk

14th Feb 2017

Equate Petrochemical

Kuwait

Sukuk

14th Feb 2017

GovCo Holdings

Malaysia

Sukuk

7th Feb 2017

Dubai Islamic Bank

UAE

Sukuk

25th Jan 2017

Investment
Corporation of Dubai

UAE

Sukuk

Euro market
public issue

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

TNB Global Ventures
Capital

Malaysia

Sukuk

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

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

750

BNP Paribas, HSBC, CIMB Group, Citigroup

25th Oct 2016

600
317

500

674
1,000

1,000

150

224
1,250

1,500

Standard Chartered Bank, HSBC, National Bank
of Abu Dhabi, CIMB Group
Standard Chartered Bank, JPMorgan, BNP
Paribas, Arab Banking, Credit Suisse
National Bank of Abu Dhabi

Mizuho, Sumitomo Mitsui Financial Group,
JPMorgan, HSBC, Kuwait Finance House,
National Bank of Kuwait, National Bank of
Abu Dhabi, Mitsubishi UFJ Financial Group,
Citigroup
Maybank, CIMB Group
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

Global Sukuk Volume by Quarter
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Top 30 Issuers of Global Sukuk
Issuer
Nationality Instrument Market
Sukuk

Euro market
public issue

Kingdom of Bahrain Bahrain

Sukuk

2,617

Sukuk

4

Perusahaan Penerbit Indonesia
SBSN Indonesia III
DanaInfra Nasional Malaysia

5

Dubai Islamic Bank UAE

Sukuk

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

6

Malaysia

Sukuk

UAE

Sukuk

1,500

3.6

8

Sarawak Hidro

Malaysia

Sukuk

1,365

3.3

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
(%)
7.7 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
6.3 Standard Chartered Bank, JPMorgan, BNP Paribas, Arab
Banking, Credit Suisse
6.1 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank,
CIMB Group, Citigroup
5.4 RHB Capital, Maybank, CIMB Group, Hong Leong Financial
Group, AmInvestment Bank, HSBC
3.8 Standard Chartered Bank, HSBC, Arab Banking, National
Bank of Abu Dhabi, Dubai Islamic Bank, Sharjah Islamic Bank,
Emirates NBD, Kuwait Finance House, Maybank
3.6 JPMorgan, HSBC, Maybank, CIMB Group

1,200

2.9

10 GovCo Holdings

Malaysia

Sukuk

1,066

2.6

11 EI Sukuk

UAE

Sukuk

1,007

2.4

12 Islamic Republic of
Pakistan
12 Hong Kong Sukuk
2017
12 Hazine Mustesarligi
Varlik Kiralama
Anonim Sirketi
15 Investment
Corporation of
Dubai
16 Lembaga
Pembiayaan
Perumahan Sektor
Awam
17 Lebuhraya DUKE
Fasa 3
18 Maxis Broadband

Pakistan

Sukuk

1,000

2.4

Hong
Kong
Turkey

Sukuk

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

1,000

2.4

1,000

2.4

UAE

Sukuk

Euro market
public issue

996

2.4

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

2.2

RHB Capital, Maybank, CIMB Group, AmInvestment Bank

Malaysia

Sukuk

886

2.1

CIMB Group, AmInvestment Bank, Maybank

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

Malaysia

Sukuk

880

2.1

Malaysia

Sukuk

750

1.8

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

UAE

Sukuk

750

1.8

RHB Capital, Maybank, CIMB Group, AmInvestment Bank

22 Jambatan Kedua

Malaysia

Sukuk

644

1.6

23 Barwa Bank

Qatar

Sukuk

605

1.5

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

24 Sime Darby

Malaysia

Sukuk

535

1.3

Maybank

25 Bank Albilad

Sukuk

533

1.3

HSBC

26 Sultanate of Oman

Saudi
Arabia
Oman

500

1.2

Standard Chartered Bank

26 SIB Sukuk III

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

500

1.2

26 Noor Bank

UAE

Sukuk

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
Mizuho, Sumitomo Mitsui Financial Group, JPMorgan, HSBC,
Kuwait Finance House, National Bank of Kuwait, National Bank
of Abu Dhabi, Mitsubishi UFJ Financial Group, Citigroup

34,212

83

1

IDB Trust Services

2
3

Saudi
Arabia

26 Kuveyt Turk Katilim Kuwait
Bankasi
26 Equate
Kuwait
Petrochemical
Total

©

Sukuk

Sukuk

Sukuk

Sukuk
Sukuk

US$
(mln)
3,167

2,500
2,242
1,570

42

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, Maybank, 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, National Bank of Abu Dhabi,
CIMB Group
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

5,561

37

13.5

2

Standard Chartered Bank

4,021

24

9.7

3

Maybank

4,002

28

9.7

4

HSBC

3,410

21

8.3

5

RHB Capital

2,568

23

6.2

6

National Bank of Abu Dhabi

2,340

15

5.7

7

AmInvestment Bank

2,332

20

5.6

Malaysia

8

JPMorgan

1,919

10

4.7

UAE

9

Dubai Islamic Bank

1,885

15

4.6

10

Emirates NBD

1,715

16

4.2

11

Citigroup

1,343

8

3.3

Qatar

1.5

12

Arab Banking Corporation

1,089

10

2.6

Kuwait

1.4

26.0

US dollar
14.1

Malaysian ringgit

13

Deutsche Bank

987

4

2.4

14

BNP Paribas

711

3

1.7

15

Noor Bank

590

7

1.4

16

Credit Suisse

590

3

1.4

17

First Gulf Bank

550

5

1.3

18

National Bank of Kuwait

505

5

1.2

19

Aﬃn Investment Bank

391

4

1.0

20

Hong Leong Financial Group

367

4

0.9

21

Natixis

353

2

0.9

21

Gulf International Bank

353

2

0.9

23

Abu Dhabi Islamic Bank

349

2

0.9

24

Kuwait Finance House

329

5

0.8

25

OCBC

262

6

0.6

26

Kenanga Investment Bank

257

5

0.6

27

Sharjah Islamic Bank

254

3

0.6

28

Credit Agricole

223

3

0.5

29

Mizuho

219

3

0.5

30

Mitsubishi UFJ Financial Group

193

4

0.5

41,315

124

100

Total

Mandated Lead Arranger
Kuwait Finance House

US$ (million)
1,997

No
1

%
22.6

1

National Bank of Kuwait

1,997

1

22.6

3

Alinma Bank

550

2

6.2

4

Al Rajhi Capital

427

1

4.8

5

Standard Chartered Bank

329

3

3.7

6

Credit Agricole Corporate &
Investment Bank

266

2

3.0

7

Banque Saudi Fransi

261

2

3.0

7

HSBC

261

2

3.0

7

Samba Capital & Investment
Management

261

2

3.0

10

National Commercial Bank

255

2

2.9

©
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Sukuk Volume by Issuer Nation US$ (billion)

12 Months
16.8

8.2

4.1

Saudi Arabia
2.8

Bahrain

2.8

Indonesia

Global Sukuk Volume by Sector

12 Months

11%
4%

Finance

7%

Government
43%

8%

Utility & Energy
Transportation
Telecommunications
Other

27%

Global Sukuk Volume - US$ Analysis
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250
200

Non-US$
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150
100
50
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2012

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

12 Months

2013

2014

2015

2016

2017

Top Islamic Finance Related Project Financing Legal Advisors
Ranking
12 Months

43

Legal Advisor

US$ (million)

No

%

1

Cliﬀord Chance

2,755

2

27.0

2

Latham & Watkins

2,747

2

26.9

3

Allen & Overy

1,665

2

16.3

4

Baker & McKenzie

1,365

1

13.4

5

Norton Rose Fulbright

915

1

9.0

6

White & Case

758

1

7.4
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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
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EVENTS DIARY
MARCH 2017

18th

IFN Europe Dialogue

Luxembourg

7th

IFN Oman Forum

Muscat, Oman

19th

IFN Investor Forum

Luxembourg

14th

CIS Forum

Astana, Kazakhstan

TBC

IFN Iran Forum

Tehran, Iran

22nd

China OIC Forum

Beijing, China

OCTOBER 2017

APRIL 2017
10th – 11th

IFN Asia Forum

Kuala Lumpur,
Malaysia

11th

IFN FinTech Forum

Kuala Lumpur,
Malaysia

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

MAY 2017
NOVEMBER 2017
9th

IFN Morocco Forum

Casablanca, Morocco

17th

IFN UK Forum

London, the UK

19th

IFN Kuwait Forum

Kuwait City, Kuwait

21st

IFN Jordan Forum

Amman, Jordan

22nd

IFN Saudi Arabia Forum

Jeddah, Saudi Arabia

JULY 2017
27th

IFN Indonesia Forum

Jakarta, Indonesia

SEPTEMBER 2017
14th

IFN Turkey Forum

Istanbul, Turkey
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