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Inside Islamic Finance News: 
MALAYSIA 

Salam Bank sets up operations in Khartoum 
Salam Bank has opened for business in 
Khartoum, Sudan. The bank, with a capital 
of US$100 million (Dhs367.33 million), was 
founded by a group of UAE and Sudanese 
investors. 
 
Mohammad Ali Al Abbar, Chairman of Du-
bai-based Emaar Properties, has been ap-
pointed Chairman of the bank’s board. 
Other board members include Hussain 
Mohammad Al Miza, Salem Rashid Al Mu-
hannadi and Mohammad Omeir Bin Yousuf. 
Salam Bank plans to implement major 
strategies in Sudan, one of the region’s 
most promising markets. 

“We want to play a leading role in the Is-
lamic financial services market in terms of 
introducing products and solutions. The 
industry is estimated to be worth US$250 
million on a global scale,” says Mohammad 
Ali. 
 
Mohammad Ali points out that the Sudanese 
banking system is among the few banking 
systems in the world, to be in complete com-
pliance with Shariah. According to a state-
ment from the bank, it is understood that 
with statutory approval and a workforce in 
place, Salam Bank will provide a compre-
hensive range of Islamic financial services. 

SUDAN 

Second global Sukuk considered 
Malaysia has announced that it may issue 
a second global Sukuk or Islamic bond, 
following the pioneering US$600 million 
global Sukuk that it launched in 2002.  
 
Bank Negara Malaysia Governor Tan Sri Dr. 
Zeti Akhtar Aziz said during the Second 
Islamic Financial Services Board Summit: 
“Most of our financing is from domestic 
sources, some of which are Islamic-based. 
From time to time we have to look at ac-
cessing international funds. But that deci-
sion will be based on many considera-

tions... certainly we are considering a sec-
ond global Sukuk as one of the options to 
access global funds.”  
 
Zeti went on to describe Islamic banking and 
finance as an important bridge between Asia 
and the Middle East, two regions with the 
highest economic growth rates in the world. 
She adds that the participation of Singapore 
and other neighbouring countries like Brunei 
and Indonesia is welcome for the advance-
ment of the industry at large.  

SYRIA 
QIIB plans to set up operations in Syria 
Qatar International Islamic Bank (QIIB) is 
keen to open a branch in Syria. The bank 
has applied to the Syrian banking regulatory 
authorities to set up operations in Damas-
cus, Syria, according to the Governor of the 
Syrian Central Bank, Adubh Meyaala.  
 
Syria has reformed its banking industry and 
a new directive was recently issued that 

allows Islamic banks from other countries 
to set up operations in the country. 
 
Foreigners can own up to 49% equity stake 
in a joint venture. Foreign investors willing 
to set up a joint venture in Syria are re-
quired to bring in a minimum capital invest-
ment of US$100 million.  



 

www.islamicfinancenews.com 

Page 2 
30th May 2005 © 

News Briefs (continued…) 

Ms. Baljeet Kaur Grewal 
Chief Economist - Aseambankers Berhad 
Kuala Lumpur, Malaysia 
 
Mr. David Vicary (Daud Abdullah) 
Director – Financial Services 
Deloitte Consulting 
Kuala Lumpur, Malaysia 
 
Mr. Hussain Najadi 
Chairman & CEO 
AIAK Malaysia Sdn. Bhd. 
Kuala Lumpur, Malaysia 

ISLAMIC FINANCE News Advisory Board:  
Mr. Mohd Ridza bin Mohammed Abdullah 
Partner - Zaid, Ibrahim & Co   
Kuala Lumpur, Malaysia  
 
Mr. Muhammad Nejatullah Siddiqi 
Author, Scholar, Speaker, Trainer 
Pennsylvania, USA 
 
Dr. Nordin Mohd Zain 
Executive Director - Malaysia Accounting  
Standards Board 
Kuala Lumpur, Malaysia 
 

Dr. Mohd Daud Bakar 
CEO - International Institute of Islamic Finance 
Kuala Lumpur, Malaysia 
 
Prof. Dr. Mohd Ma’sum Billah 
Associate Professor - International Islamic  
University of Malaysia 
Kuala Lumpur, Malaysia 
 
Dr. Monzer Kahf  
Consultant/Trainer/Lecturer – Private Practice 
California, USA 
 

FOR FULL BIOGRAPHIES OF THESE INDIVIDUALS, PLEASE REFER TO  
www.IslamicFinanceNews.com 

UAE 

SINGAPORE 

Emirates announces Sukuk  
Emirates announced that it plans to issue its maiden Sukuk next 
month, with a seven-year tenor. Emirates' debut Sukuk issue has 
Dubai Islamic Bank as mandated lead manager, who also play the 
role of joint book runner along with HSBC and Standard Chartered 
Bank.  
 
The joint lead managers on the issue are National Bank of Abu 
Dhabi, UBS Investment Bank and Gulf International Bank. The issue 
will be initially listed on the Luxembourg Stock Exchange. 
 
Emirates Senior Vice-President Corporate Treasury Riyaz Peermo-
hamed said, "The bond has been benchmarked at around US$550 
million. It will be issued in June and will be offered to institutional 
investors in the GCC, as well as in Europe and Asia.  
 
"The money raised from the bond will be used to finance the new 
Emirates Engineering Centre and its new headquarters building, 
both currently under construction."  
 
In 2001 Emirates made a successful entry into the regional capital 
markets with a debut Dirham bond issue, which was oversubscribed 
more than 2.5 times and closed at US$408.4 million (AED 1.5 bil-
lion). This was the first issue by a UAE corporation and the first bond 
to be listed on the Dubai Financial Market.  
 
Last year Emirates came back to the markets with a Eurobond is-
sue, listed on the Luxembourg Stock Exchange. It was oversub-
scribed by 25% and closed at US$500 million. More than a third of 
this issue was subscribed by investors outside the GCC region. This 
was also the largest ever unsecured/unrated bond by an airline. 

Credit Suisse, newly licensed with the Dubai International Financial 
Centre, will speak on assessing wealth management opportunities 
in Shariah-compliant investments. NTUC Income launches Amanah  

Islamic Fund  

NTUC Income has launched a new Islamic fund known as Amanah 
Islamic Fund. It is the largest Islamic fund in Singapore worth 
US$180.93 million (S$300 million).  
 
NTUC Income is banking on the significant growth potential of the 
Islamic fund market.  
 
Its fund provides a diversified portfolio of global Islamic bonds and 
equities and is similar to a conventional Takaful fund. It is not 
invested in interest-bearing instruments, removing the element of 
riba. The investments are in halal counters and bonds.  
 
This marks the first time that Islamic bonds are available in Singa-
pore. According to NTUC Income, investors can determine their 
investment mix of equities and bonds to best suit their financial 
needs. The minimum investment sum is US$3,015 (S$5,000) for 
a single premium and US$30.15(S$50) per month for a regular 
premium. Investors can use either cash or CPF.  
 
NTUC Income also hopes to extend the fund to global investors. A 
Shariah panel has been set up to ensure operations are in line 
with Islamic principles. NTUC Income plans to double the fund to 
US$361.91 million (S$600 million) by the end of the year.  

Participants from 24 countries have registered to attend the World 
Islamic Funds Conference from the 29th to 30th May in Bahrain. 
The conference will cover speeches, case studies and a series of 
interactive sessions moderated by CNBC broadcaster Mureed 
Hammad.  

BAHRAIN 
WIFC in Bahrain 
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News Briefs (continued…) 
MALAYSIA 
Jimah’s Sukuk offering  

Malaysia’s Jimah Energy Ventures has raised US$106.6 million 
(RM405 million) from the sale of Sukuk to fund its expansion 
plans. 
 
A number of banks including AmMerchant Bank Bhd, Malaysian 
International Merchant Bankers Bhd, RHB Capital Bhd and Bank 
Muamalat Malaysia Bhd helped arrange the sale of the Sukuk that 
carries maturities ranging from 6 to 16.5 years. 
 
Special Power Vehicle Sdn Bhd, a specially created private                  
company, sold the bonds on behalf of Jimah Energy. The company 
plans to raise as much as US$1.61 billion (RM6.1 billion) to              
finance the building of a 1,400-megawatt power plant in Negri 
Sembilan.  
 
Jimah Energy enjoys a long-term credit rating of AA3(s) from Rating 
Agency Malaysia. 

MALAYSIA 
Senai Airport operator confirms talks  
Senai Airport Terminal Services (SATS), which manages Senai Inter-
national Airport in Malaysia’s southern state of Johor, confirmed it 
has signed a letter of mandate with a Dubai-based financial institu-
tion to arrange a US$260 million (RM988 million) loan for the com-
pany. 
 
It was earlier reported that Emirates Islamic Bank and Amlak Fi-
nance have won the mandate to arrange the US$260 million Is-
lamic facility for SATS. Emirates Islamic Bank CEO Ebrahim Fayez Al 
Shamsi, was quoted as saying that the two institutions are working 
on the structuring of the facility and the funds would be raised ei-
ther through a syndicated loan or Sukuk. 

UNITED KINGDOM 
New Bil l  may allow FSA to regulate  
Islamic mortgages  

The UK Parliament discussed a Bill that could potentially influence 
the regulation of Islamic mortgages. If approved, the Regulation of 
Financial Services (Land Transactions) Bill will enable the Financial 
Services Authority (FSA) to regulate Shariah-compliant mortgages.   
 
The FSA already covers most aspects of mortgage regulation but 
the proposed legislation will fill in some gaps, particularly where 
Islamic mortgages are concerned. The new law is likely to give con-
sumers of Islamic mortgage products a high level of protection. 
This may augur well for UK-based Islamic finance players, as they 
want Islamic products to receive the same regulatory treatment as 
conventional products.  
 
Once the Bill has received Royal Assent, the UK Treasury and the 
FSA will be in consultation and ask industry players to provide their 
feedback. The Treasury has invited Norton Rose to assist in defin-
ing the regulations for Ijarah, Murabaha and diminishing 
Musharaka mortgage products.  
 

KFHMB to commence operations 
this year  
Kuwait Finance House (Malaysia) Bhd (KFHMB), a wholly owned 
subsidiary of Kuwait Finance House (KFH), plans to enter the Ma-
laysian banking sector in the third quarter of the year with an initial 
paid-up capital investment of US$100 million (RM380 million).  
 
KFHMB Chairman Jassar Dakheel Al-Jassar said “KFHMB is a sig-
nificant achievement that is aimed at setting up a fully-fledged 
banking presence in a key region where KFH has undertaken in-
vestments since 1985.”  
 
KFHMB will be headed by Jassar, who is presently KFH Kuwait Gen-
eral Manager. His team of five board members will include Kha-
waja Mohammed Salman Younis, Yusuf Abdulla Mohamed Taqi, 
Mohamed Ismail Mohamed Shariff, Khairil Anuar Abdullah and Dr 
Radzuan Rahman.  
 
KFHMB is among three foreign Islamic banks which have been 
granted licences by the Finance Ministry to provide Islamic banking 
products and services in Malaysia. The other two, which will also 
begin operations in the third quarter, are Al-Rajhi Banking and In-
vestment Corporation and a consortium led by Qatar Islamic Bank. 
KFHMB will roll out its products and services in stages, after evalu-
ating the needs of its business segments.  

Based on initial discussions with the Treasury, it is understood that 
regulations on home reversion plans will not extend to Islamic 
products, as there will be specific regulations for Islamic mort-
gages. 
 
The Bill is expected to clear the House of Commons before the end 
of July and will subsequently be passed to the House of Lords for 
consideration. 

MALAYSIA 

EDUCATE YOUR CLIENTS IN 
 ISLAMIC FINANCE 

 
Educating your clients is essentially the first step in introducing 
them to the benefits of the Islamic capital markets. By understand-
ing the industry and the products they are far more likely to seek 
further advice the next time they tap either the domestic or interna-
tional capital markets. 

 
There are a limited number of sponsorship packages available to 
those who recognize the tremendous opportunity to increase their 
visibility to their existing and prospective clients. This sponsorship 
package offers significant value to those institutions who seek to 
market their services directly to the decision-makers in this rapidly 
growing industry sector.  
 
Sponsorship offers you the chance to target your current and poten-
tial key clients for an entire year with the guarantee of locking out 
your competitors.  

 
For further information please contact Andrew Morgan at  

Andrew.Morgan@IslamicFinanceNews.com   
or Tel: +603 2141 6020. 
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UAE 
EIB makes debut on DFM  

He said the switch to banking services complying with Shariah law 
has been driven by customer demand in the Kingdom. "Today we're 
at over 90% and by the end of the year it will be 100%," Shayif said 
in a banking conference in Riyadh. 
 
Two of Saudi Arabia's 10 existing commercial banks, Al Rajhi Bank-
ing and Investment Corporation and Bank Al Jazira are fully Shariah 
compliant, as well as the newly formed Bank AlBilad. Others have 
some Shariah compliant branches or products. 
 
NCB's first move towards Islamic banking came 15 years ago, 
when it opened a single Islamic branch, Shayif said. At the time 
Islamic banking was in its infancy and Shariah compliant facilities 
were scarce. 

NCB switches to retail  banking 
SAUDI ARABIA 

Saudi Arabia's biggest bank, National Commercial Bank (NCB) has 
converted over 90% of its retail branches to Islamic-compliant 
banking and will complete the process by the end of this year, its 
General Manager Abdulhadi Shayif has announced. 
 

BAHRAIN 
Shamil Bank launches new product  
Bahrain's Shariah compliant Shamil Bank plans to launch a new 
Islamic product for personal financing by the end of 2005. The new 
product will be aimed at encouraging Bahraini nationals to invest in 
various projects.  
 
Shamil Bank was set up in 2000 by the merger of the Bahrain-
based Islamic Investment Company of the Gulf (IICG) and Faysal 
Islamic Bank of Bahrain, 59% owned by the Geneva-based Daar Al-
Maal Al-Islami Trust.  
 
In April 2005, Shamil Bank opened in the Kingdom's city of Isa 
Town its seventh branch in Bahrain. Shamil Bank registered a net 
profit of US$29.2 million in 2004, compared to US$22.3 million in 
2003.  

Emirates Islamic Bank (EIB) made its debut on the Dubai Financial 
Market, following the finalization of the listing procedures with the 
market in collaboration with ESCA. 
 
EIB, formerly known as Middle East Bank, was incorporated by a 
decree of the Ruler of Dubai as a conventional bank with limited 
liability in 1976. The listing brings the total number of shares 
traded on DFM to 21 public joint stock companies. 
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EIB leads syndicated financing  
agreement 

UAE 

Emirates Islamic Bank (EIB) announced that it has signed a syndi-
cated Murabaha facility totalling US$30.5 million with an Iranian 
steel manufacturer to finance the purchase of raw materials for the 
increased production at its plant. 
 
The Murabaha deal with the Khuzestan Steel Company is guaran-
teed by the Iranian Mines and Mining Industries Development and 
Renovation Organization (IMIDRO), an Iranian government entity 
that supports the industry.  
 
The syndication included Emirates Islamic Bank with US$10.0 mil-
lion, ABC Islamic Banking of Bahrain with US$7.5 million, Emirates 
Bank International of the UAE with US$5.0 million, Amlak Finance 
of the UAE with US$4.0 million, Al Salam Bank of Sudan with 
US$2.0 million and Al Barakah Islamic Bank of Bahrain with 
US$2.0 million.  

MALAYSIA 
RHB lslamic unveils online service 

RHB Islamic Bank Bhd has launched eHR², an online payroll ser-
vice for its corporate customers, as part of efforts to expand its 
portfolio of Internet banking services.  
 
CEO Khalid Mahmood Bhaimia said the bank was targeting double-
digit growth in the number of new customers for the service from 
its existing 5,000 payroll account-holders by the year's end.  
 
“There are over 200,000 transactions monthly,” he said after the 
signing of an agreement between the Employees Provident Fund 
(EPF) and RHB Islamic Bank on the eHR² collection service in Kuala 
Lumpur recently.  
 
“Our payroll account-holders are part of the bank's 700,000 corpo-
rate and commercial customers,” Khalil said.  Over 2,000 employ-
ers have been transmitting payroll and EPF contributions through 
the Internet since its parent company, RHB Bank Bhd, started the 
eHR² service under its technology banking division last March.  
 
eHR² allows employers to contribute EPF payments electronically, 
eliminating over-the-counter banking activity as well as batch mode 
offline activities through diskette or letters for monthly contribu-
tions. Currently, less than 1% of employers use online transactions 
for payroll.   
 
Almost 60% make their monthly contributions through appointed 
bank agents and the rest go directly to EPF service counters or mail 
in their payments.   

TURKEY 
Islamic banks to hike assets  

Turkish Islamic banks, known as special finance institutions, are 
expected to increase total assets by 400% to US$26 billion by 
2014, the Chairman of the local Union of Special Finance Institu-
tions, Ufuk Uyan said recently.  
 
Total assets of the five Turkish special finance institutions stood at 
US$5.4 billion (TRY7.3 billion) in 2004 which accounts for 2.34% 
market share. The market share of special finance institutions' in 
terms of assets is expected to increase to 10%, the number of their 
branches to rise to 750 and their staff to expand to more than 
10,000 by 2014.  
 
The five Turkish interest-free banking service providers had more 
than 5,250 employees and 264 branches in 2004. They registered 
a combined net profit of US$85.5 million (TRY115 million), up 36% 
year-on-year. The special finance institutions have registered an 
average growth of 50% in US dollar terms since 2002.  
 
Founded in 1985, the Union of Special Finance Institutions is 
based in Istanbul and comprises of Albaraka Turk, Asya Finans, 
Anadolu Finans, Family Finans and Kuveyt Turk. 

MALAYSIA 
Hytex Islamic note issue approved  

Malaysia’s Hytex Integrated Bhd said the Securities Commission 
has approved its proposed issue of US$26.32 million (RM100 mil-
lion) of Murabaha underwritten notes issuance facility and Islamic 
medium-term notes.  
 
In a statement to Bursa Malaysia, the company said the tenor of 
the facility and the notes were seven years. It added that the pro-
ceeds raised would be used to repay bank borrowings, help finance 
construction of its plant in China, fund future capital expenditures 
and add to working capital. 

BAHRAIN 
LMC, BFH Sukuk 
The Bahrain-based Liquidity Management Centre (LMC) and the 
Bahrain Financial Harbour Holding Company (BFH) have opened a 
Sukuk to finance the US$270 million Finance Centre, which is part 
of the BFH project.  
 
The return of the five-year Sukuk is expected to be 250 basis 
points over three months Libor, payable quarterly. The Sukuk will 
be managed by LMC. 
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UAE 
Islamic venture capital,  next frontier  

Islamic venture capital is the next frontier of Islamic finance that 
will enhance the co-operation among diverse Islamic financial insti-
tutions around the world, said Dr. Mohamed Abdu Moustafa, from 
the College of Business & Economics, UAE University. 
 
Presenting a paper on “The Venture Capital: Proposed Co-operation 
Strategy between Islamic banks” at a conference on Islamic Finan-
cial Institutions at the Dubai Chamber of Commerce and Industry 
(DCCI), Dr. Moustafa said venture capital is very close to the Is-
lamic instruments and very suitable to Islamic countries because of 
its positive impact on economic growth and development.  
 
The paper proposed adopting the venture capital as a strategy for 
co-operation between the Islamic banks, either on country-based, 
regional-based or worldwide-based. In order to implement such a 
strategy, the potential Islamic banks which are willing to co-operate 
should establish a committee to be responsible for setting up the 
outline of the strategy.” 
 
The conference organized by the College of Shariah & Law, Univer-
sity of UAE and DCCI discussed a number of participating re-
searches and announced the final recommendations 

News Briefs (continued…) 

MALAYSIA 
Use Islamic banking to avoid debt-
slavery 

Former Malaysian Prime Minister Tun Dr. Mahathir Mohamad has 
called on Muslim countries to develop Islamic banking institutions 
in order to create non-usurious sources of funding. He said coun-
tries borrowing from usurious foreign banks and institutions such 
as the International Monetary Fund (IMF) and the World Bank risk 
becoming "a kind of debt-slave to the lenders”. 
 
Dr. Mahathir said governments should first look at interest-free 
sources in their quest for project financing. "There is no reason why 
non-Muslims and Muslim countries cannot have access to Islamic 
finance for whatever needs. The skills in the management of Is-
lamic banking have already been developed," he said. 
 
He said now Muslim countries needed the political will to develop 
their Islamic financial institutions. 

Call  to develop Islamic bond fund 
MALAYSIA 

The Organization of Islamic Conference (OIC) countries and the 
Islamic Development Bank (IDB) should include Malaysia's pro-
posal for the development of an Islamic Bond Fund in their agenda, 
Second Finance Minister Tan Sri Nor Mohamed Yakcop said. 
 
Among other things, the development of a bond fund would help 
reduce Islamic countries' dependency on expensive bank borrow-
ings and gain access to more competitive financing. He added that 
such a fund would avoid the mismatch between long-term projects 
and the availability of short and medium term funds in the conven-
tional market. 
 
He said this at the launching of the logo for the upcoming annual 
meeting of the Islamic Development Bank (IDB) Board of Governors 
at the Putrajaya International Convention Centre (PICC). He added 
that Malaysia’s Prime Minister Datuk Seri Abdullah Ahmad Badawi 
would open the 30th annual meeting.  
 
More than 2,000 participants are expected to participate in the 
conference that runs from the 23rd to the 24th June. Malaysia is 
hosting the annual meeting for the second time, the first being in 
1978. The theme for this year's meeting is "IDB: 30 Years of Hu-
man Development."  
 
During the two-day meeting, Malaysia is tentatively scheduled to 
sign three loan agreements with the IDB. The agreements include 
equipment purchase by University Malaysia Sabah valued at 
US$21.2 million and equipment purchase by the International Is-
lamic University Malaysia valued at US$26.41 million. 
 
The third agreement is between the Islamic Corporation for the 
Insurance of Investments and Export Credit and Malaysia Export 
Credit Insurance Bhd relating to reinsurance. 
 
Nor Mohamed also said that IDB would sign about 40 agreements 
and memoranda of understanding (MoUs) with IDB member coun-
tries during the meeting. 
 
Other events include the IDB International Financial Services Board 
Seminar entitled "10-Year Master Plan for Islamic Financial Ser-
vices Industry" to be held on the 22nd June with about 300 partici-
pants and the International Conference on Information and Com-
munications Technology for Development to be held from the 21st  
to the 22nd June.  

 

GET YOUR 
COPY TODAY! 

ABU DHABI 
Islamic mortgage company for UNB 

United National Bank (UNB) was reported to have submitted a re-
quest to the Abu Dhabi Economy and Infrastructure Ministry to set 
up an Islamic mortgage company. Assistant Manager for Opera-
tions, Muhammad Nasir Abadin, was reported to have said that the 
new al-Wifaq Islamic Lending Company will specialize in Shariah 
compliant funding projects. It is estimated that the IPO for the new 
company will be held before the end of June 2005. 
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EDITORIAL CONTRIBUTIONS 
 

We aim to educate and inform the Global Islamic finance market 
via up-to-date and relevant editorial. Country and Industry           

Reports, Case Studies, Regulatory changes and product specific 
development reports all assist and provide our audience and your 

clients with the knowledge they require. 
 

If you are interested in authoring an exclusive report 
 please contact:  Christina.Morgan@IslamicFinanceNews.com                  

or Tel: +603 2143 8100 

News Briefs (continued…) 
UAE 
Call  for single Islamic council  

Minister of Education and Chancellor of UAE University Shaikh Na-
hyan bin Mubarak Al Nahyan recently called on Islamic finance 
scholars, representatives of Islamic financial institutions and aca-
demics from around the world to set up a single international body 
overseeing the legitimacy of Islamic financial institutions. 
 
Shaikh Nahyan said this when inaugurating a 3-day conference on 
the Islamic Financial Institutions. While calling on the Islamic finan-
cial institutions to offer a wider range of products and services 
Shaikh Nahyan said that Islamic financial institutions in the UAE 
have made an outstanding success. The growing success of these 
institutions should encourage them to develop their competitive 
capabilities, especially as they face certain challenges, which could 
be overcome only with more hard work. 
 
In order to keep up the success of the Islamic financial institutions, 
he said there is an urgent need for more experts who have a wide 
knowledge of the Islamic Shariah laws and regulations. 

DIB takes lead on deals 
Dubai Islamic Bank (DIB), the first Islamic bank in the world, re-
cently announced it had crossed the landmark of US$6.81 billion 
(AED25 billion) for the value of deals for which it has been man-
dated or lead managed since June 2004. 
 
CEO Saad Abdul Razak said the figures confirm the bank's position 
as the leading Islamic finance institution and, through its activities, 
one of the most effective conduit for encouraging foreign direct 
investment into the emirate. This has been apparent in its ability to 
raise funds from the international capital markets for huge projects 
such as the Government of Dubai Department of Civil Aviation's 
(DCA) US$1.2 billion Sukuk.  
 
In addition to participating in local and international Sukuk, DIB 
was involved in a series of Ijarah financing deals, one of the most 
prestigious of which was Nakheel's US$350 million syndication for 
which the bank was lead manager and arranger.  
 
DIB was also the sole underwriter for the US$977.39 million 
(AED3.59 billion) credit facilities required by the joint venture that 
has been awarded the contract for the second phase of the Dubai 
International Airport expansion project.  
 
On a regional level, DIB was appointed one of the lead arrangers 
for the US$530 million Islamic finance tranche for Qatar Gas II. 
They were also able to take their expertise abroad and participate 
in the Pakistani Government US$600 million Sukuk, which raised 
US$1.2 billion.  

DUBAI 

Deutsche starts Islamic hedge fund  
UNITED KINGDOM 

Deutsche Bank AG, Europe's third-largest lender, plans to start its 
first hedge fund for Muslim investors, shunning investments in 
alcohol, tobacco and securities that pay interest. 
 
The fund, targeting institutional investors and wealthy individuals in 
Asia and the Middle East, will probably start by June, according to 
Geert Bossuyt, Head of Investment Products Group in London. It 
offers Muslim portfolio managers a wider range of investment op-
tions that comply with Islamic law, in addition to bonds, equities 
and real estate. 
 
Deutsche Bank's fund will be called the Islamic HF Tracker and will 
try to match the returns of the HFRX Global Hedge Fund Index, 
Bossuyt said. He declined to say what types of securities the fund 
would hold. 

GULF REGION 
Gulf Sukuk market grows  
The sovereign Islamic Sukuk market in the Gulf region grew to 
US$4 billion by the end of 2004, a senior official of the Bahrain 
Monetary Agency (BMA) said. 
 
BMA Governor, Rasheed Al Maraj, in his opening remarks at the 
first International Islamic Financial Markets Conference (IIFMC) 
said that BMA has taken major initiatives to promote and develop a 
strong Sukuk market as part of the agency's commitment to the 
creation of the Islamic money market.  
 
"BMA has a pioneering role in the development of Sukuk as an 
asset class and has provided a template that is globally acceptable 
to the Islamic banking community. The market for Sukuk is now 
maturing and showing signs of increasing momentum. According to 
one estimate, the Sukuk investments tripled in 2004 to US$6.7 
billion. The US$600 million Government of Pakistan Sukuk was a 
notable addition to the list of sovereigns tapping the international 
Sukuk market. Non-Islamic borrowers such as the German State of 
Saxony also issued Sukuk last year. It is estimated that by 2006, 
close to US$10 billion of Sukuk would be outstanding. BMA's own 
Sukuk Al Ijarah programme now runs in excess of US$1.1 billion," 
Al Maraj said. 
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Professor Rifaat expresses concerns 
over corporate governance issues 
during his opening remarks 

This prestigious Summit is the first of its kind that assembles 
regulators, bankers and leading figures in the Islamic financial 
services industry on a single platform to discuss topical corpo-
rate governance issues that may influence the future direction of 
this industry. Following the success of the IFSB’s inaugural Sum-
mit in London last year, we trust that this year’s Summit will con-
tinue to bring forward transformational viewpoints on pertinent 
issues before such a distinguished gathering, and that the delib-
erations will cover various aspects of this important theme in a 
more comprehensive manner. 
 
The importance of sound corporate governance for ensuing the 
integrity of the Islamic financial services industry and concerns 
over corporate governance failures, are amongst the issues that 
continue to be intensively debated in various national, regional 
and international forums. Time and again, we hear calls for a 
more robust transparency and disclosure framework in order to 
help create a climate for integrity and strengthen an environ-
ment of trust in corporations. Certainly, in the absence of effec-
tive corporate governance, it is unlikely that any corporate or-
ganization, including institutions offering Islamic Financial Ser-
vices (IIFS), will survive and prosper, especially in the long run. 
 
In response to such calls, the IFSB assigns a very high priority to 
strengthening the corporate governance framework of IIFS in 
fulfilling its mandate to ensure the soundness and stability of the 
Islamic financial services industry. In this respect, the IFSB, in 
addition to the two exposure drafts on the prudential and super-
visory standards on capital adequacy and risk management, 
which it issued in March this year, started work on a corporate 
governance standard for IIFS in May 2004, and is planning to 
issue an exposure draft of this standard at the end of this year.  
 
The IFSB Working Group, which is in charge of drafting the Cor-
porate Governance standard, commenced its work in May 2004, 
and is building its work on the widely-acclaimed revised Princi-
ples of Corporate Governance issued by the Organization of Eco-
nomic Development and Co-operation (OECD), as well as the 
highly recommendable guidance by the Basel Committee on 
Banking Supervision (BCBS) in  its Enhancing Corporate Govern-
ance of Banking Organizations, as the existing primary interna-
tional standards for corporate governance. Accordingly, the 
IFSB’s corporate governance standard has been designed to 
complement the work of the OECD and BCBS, by focusing on the 
corporate governance issues raised by the specificities of IIFS. 
 
It is expected that the IFSB corporate governance standard, 
which will address, among others, issues of protection of invest-
ments account holders (IAH) and adequate framework for 
Shariah compliance, should achieve three objectives, namely: 
 

Islamic banking products hits 
US$250 bil l ion 

Islamic products in the banking sector worldwide account for a 
staggering US$250 billion and the segment grows by about 
15% annually, Qatar Central Bank governor HE Abdullah Khalid 
al-Attiyah said last week. 
 
Opening the 2nd Islamic Financial Services Board summit (IFSB) 
in Doha, he said such growth has to be backed by prudent poli-
cies and strategies. The key to development of Islamic banking 
products was “administrative control”, which he said, was be-
ing ensured in Qatar by the QCB.  Islamic banking in Qatar, he 
said, had been witnessing a steady growth in the last 22 years. 
 
In view of the potential of Islamic banking products, QCB has 
been issuing rules and regulations periodically. Since mid-2002 
a set of instructions have been issued to maintain administra-
tive control and monitor all kinds of banking activities including 
risks, capital, quality of assets, liquidity, transparency and prof-
its. 
 
Islamic banking, al-Attiyah said, could play a key role in boost-
ing economy. Hence there would be a lot of focus on Islamic 
banking in future. 

• Enhancing public confidence in the industry; 
• Encouraging the adoption of corporate governance 

best practices amongst IIFS that will effectively reduce 
the risk associated with poor internal controls, IAH 
dissatisfaction, and Shariah non-compliance; and  

• Creating a level playing field for IIFS and their conven-
tional counterparts. 

 
Last month the IFSB started the preparation of two standards 
on the Supervisory Review Process and Transparency and Mar-
ket Discipline, which aims to complement Pillar II and Pillar III 
of Basel II, with regard to the specificities of IIFS. The IFSB pru-
dential standards should contribute not only towards enhanc-
ing the soundness and stability of the financial systems in the 
countries which host the market players of this industry, but 
also to facilitating the integration of the Islamic financial ser-
vices industry into the global financial system. 
 
Thanks to the strong commitment and support of its members, 
over the past two years since it was established, the IFSB has 
demonstrated an impressive record of development. Our mem-
bership has increased from nine founding members to 73 
members representing 20 regulatory and supervisory bodies, 
five international intergovernmental organizations, namely the 
Islamic Development Bank, International Monetary Fund, World 
Bank, Bank for International Settlements and Asian Develop-
ment Bank, and 48 financial institutions from 13 countries. 
 
(Professor Rifaat Ahmed Abdel Karim, Secretary-General, IFSB) 
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The Roles and Responsibil it ies of 
the IIFS’s Shareholders and Board of  
Directors in Effective Corporate  
Governance 

“The hallmark of the Islamic financial system lies in the high 
ethical values that underpins the governance and business op-
erations of Islamic finance. As the pace of development of the 
industry accelerates and as the environment becomes increas-
ingly more complex and challenging, securing a robust and resil-
ient financial system has increased the demands for having a 
solid governance structure for the Islamic financial institutions. 
The challenge is essentially to evolve strategies that will promote 
the adoption of strong and effective corporate governance prac-
tices that also facilitate innovation and that support business 
operations. Central to this common vision is to create a compre-
hensive governance framework for Islamic institutions and to 
formulate appropriate implementation strategies that will be 
able to meet the requirements of the dynamic industry while 
promoting confidence and stability in the Islamic financial sys-
tem.” 
 
While the adoption of governance best practices is not an end in 
itself. It is an important supporting infrastructure that is vital to 
achieving high performance and the continued advancement of 
the industry. Strengthening the robustness of the corporate gov-
ernance framework and practices has become even more impor-
tant in today’s environment of greater uncertainty and height-
ened risks. Indeed, it is timely that efforts are focused to 
strengthen the corporate governance in Islamic financial institu-
tions given the wider range of contracts entered into by the Is-
lamic financial institutions and their customers that inherent in 
Islamic finance. In particular, the efforts should include the for-
mation of an appropriate governance structure of the institutions 
and the requirement for full disclosure.  
 
My remarks here will focus on five key areas important for secur-
ing an enhanced governance framework for the Islamic financial 
institutions that takes into account the role and responsibilities 
of the shareholders. I will also touch on the experience and ap-
proach that Malaysia has adopted to secure a robust govern-
ance framework for the Islamic financial institutions. 
 
Firstly, the task is to ensure the design and implementation of 
the corporate governance strategy should not impose a regula-
tory burden to the business objectives and the growth potential. 
 
In designing and implementing corporate governance standards 
and core principles for Islamic financial institutions, the chal-
lenge is to formulate a framework that does not only take into 
account the unique characteristics peculiar to Islamic financial 
business, but that fosters innovation and competition thereby 
supporting the growth potential of the industry. Essentially, the 
design and strategies need to secure the twin objectives of 
achieving continuous business performance and robust corpo-
rate accountability. 
 

As the level of innovation increases in a more liberalized and 
deregulated environment, a governance framework that is 
more principle based rather than rule based becomes relevant. 
The approach would thus need to develop the broad but clear 
guidance, standards and core principles rather than prescrip-
tive rules and regulations. The process would involve identify-
ing the risks and ensuring that the institutions have the capac-
ity and mechanisms of internal controls and the systems to 
undertake and manage the recognized risks. 
 
While good governance is indispensable, the relevant princi-
ples need to be applied in a manner that is in harmony with the 
nature of the different transactions peculiar to Islamic finance. 
In particular, the framework should endeavor to engender the 
support of all the stakeholders of the Islamic financial institu-
tions. This entails having in place the system that will ensure 
that the obligations to all the major stakeholders - the custom-
ers, depositors, investors, entrepreneurs, owners and the com-
munity at large - are met with integrity and with adherence to 
the rules and regulations. Indeed, in an environment where 
businesses need to balance between the interests of the vari-
ous stakeholders which at times could be conflicting, an appro-
priate governance framework for active checks and balances 
becomes particularly important. While the roles of shareholders 
and board of directors are certainly critical, they should not 
diminish the roles of the other stakeholders. 
 
Secondly, there must be a robust corporate governance frame-
work at the institution level with the shareholders and the 
board as key players. 
 
At the institution level, corporate governance is essentially 
about how the company is managed and controlled and the 
manner to ensure proper accountability for those in charge. 
Central to the corporate governance framework is thus to en-
sure integrity, strong internal controls and risk management 
practices. In this connection, the shareholders’ greatest influ-
ence is in the appointment of both the independent and non-
independent directors; to ensure the selection of those who are 
able to set clear direction and drive for effective corporate gov-
ernance at the institutional level. The shareholders have a role 
to ensure that the board comprises a good mix of competent 
persons with relevant experience to provide effective represen-
tation. 
 
The board of directors must be able to protect the long-term 
objectives of the institution and provide leadership for good 
governance by setting a clear corporate governance framework 
for the institution, and effectively monitoring its implementa-
tion. The institutional board governance framework will serve 
as the focal point of reference for management staff in relation 
to corporate governance. It is also a manifestation of the insti-
tutions vision and strategy to achieve good governance 
whereby shareholders and other outside stakeholders are able 
to evaluate the level of commitment of the institution toward 
enhancing good governance.  
 
Islam strongly advocates all forms of positive governance. The 
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 News from the 2nd IFSB Summit -  Doha, Qatar (continued.. .)  
design of the framework however, should not be made in isola-
tion of the universal values expounded in the existing govern-
ance principles and standards that are consistent with Islamic 
principles. This framework must set out the functions of each 
component and level of governance in a manner to ensure ac-
countability of each respective jurisdiction with appropriate divi-
sion of powers to avoid possible conflict of interests. In this con-
text, consideration may be given to four main ingredients impor-
tant to the governance framework for Islamic financial institu-
tions. 
 
• Firstly, to ensure that the guidance, standards and core prin-

ciples are able to translate the values consistent with the 
injunctions of Shariah. The core values of honesty and integ-
rity are key ingredients of the governance framework of the 
Islamic financial transactions with heavy reliance on the trust 
relationship. The significance of these core values is clearly 
highlighted in the Qur’an, Sunnah and the “fiqh”. The banking 
institutions, as user of public funds must act in good faith for 
the benefit of all stakeholders. If the relationship between the 
financier and entrepreneur can be built on honesty, efficiency 
and equity, a durable equilibrium can be established that will 
serve the mutual interest of both parties. 

 
• Secondly, the governance framework needs to take into ac-

count the multifaceted role performed by the Islamic financial 
institutions and treat all the relevant stakeholders fairly, in-
cluding minority shareholders and the investment account 
holders. It is an embodiment of the concept of justice in Islam 
as stated in Qur’an, which is nearest to righteousness (taqwa) 
in the Islamic faith. 

 
• Thirdly, that the Shariah governance framework must be put 

in place as an additional dimension and a distinct feature in 
the governance structure of Islamic financial institutions. This 
is crucial in instilling public confidence on the purity of the 
operations of the Islamic financial institutions. The Shariah 
board or committee therefore represents another stratum in 
the governance structure. The Shariah Committee serves to 
ensure that the management of the Islamic banking institu-
tions are in compliance with Islamic principles. 

 
• Fourthly, the framework should promote greater transparency 

and higher levels of disclosure to address information asym-
metry of the different stakeholders in the different structures 
of the transactions in Islamic finance thereby facilitating the 
effective functioning of market discipline. This is critical for 
the investment account holders who are in the position to 
influence the Islamic financial institutions if they were given 
adequate information on the investment strategy and results, 
as well as the applicable rate of return. The disclosure would 
also allow the market to assign appropriate risk premiums to 
respective companies and thereby enforce effective market 
discipline.  

 
The third key area is to strengthen existing mechanisms to trans-
late Islamic values into business operations and governance. 
 
With the broad governance framework in place, the Islamic fi-

nancial institution needs to have adequate mechanisms for ef-
fective implementation of the framework. This includes the sys-
tems of internal controls, internal and external audit, risk man-
agement, transparency and disclosure, and a strong compliance 
culture. It also includes having in place the nominating and re-
muneration committee to ensure the right persons for the job 
are appointed and that the reward or penalty are commensurate 
with the accountability and performance. Indeed the prophet 
refers to this in the words, “whoever employs a person out of 
favoritism and there is someone who is better than that person, 
he has committed breach of trust with God, His prophet and all 
Muslims”. 
 

The risk management committee needs to review the risks pecu-
liar to Islamic finance and consider the means by which they 
should be managed. Expertise needs to be developed to address 
the audit for the Shariah risk. The audit committee therefore 
needs to examine not only the risks associated with banking 
operations, but also complementing the Shariah Committee in 
ensuring full compliance with the Shariah principle. The role of 
the Shariah committee may also be expanded beyond product 
approval, in particular to strengthen the governance of the Is-
lamic financial institutions by ensuring for each new product, 
proper disclosure is made and the rights of the customers and 
the responsibilities of the Islamic banking institutions are clearly 
provided.  
 
Fourthly, the role of the regulator in strengthening the standards 
and best practices in inculcating good governance.  
 
The government and regulator has an important role in putting in 
place an enabling environment that supports the development of 
a strong governance structure and that provides enforcement. 
 
In Malaysia, corporate governance reform is a priority agenda. 
Malaysia has adopted a hybrid approach towards governance 
reform that includes legal reform, self-regulation as well as 
measures to encourage market-based regulation. The approach 
balances between prudential regulation, market discipline and 
shareholders surveillance. Malaysia has proceeded on the basis 
that there area aspects of corporate governance where statutory 
regulation is effective and necessary and in others where self-
regulation is more appropriate. Building the necessary legal and 
institutional framework to support the development of good cor-
porate governance practices within the capital and financial 
markets is therefore an important part of the process. 
 
Among various measures initiated include the law that provides 
the statutory framework to protect the interest of the depositors, 
customers and shareholders as well as the prudential framework 
to promote financial stability. This includes the legal provisions 
prescribing the maximum permissible shareholding limit to avoid 

“whoever employs a person out of favoritism and 
there is someone who is better than that person, he 
has committed breach of trust with God, His 
prophet and all Muslims” 
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concentration of ownership. There is also a restriction on exten-
sion of credit to related parties to avoid conflict of interest, as 
well as limit on the lending to single customer. Other measures 
include the issuance of specific guidelines on the role and re-
sponsibilities of directors and their compensation to ensure suffi-
cient independence to act in the best interest of the institution. 
 
In the area of Shariah governance, guidelines have been issued 
on the governance structure of the Shariah Committee in the 
Islamic financial institutions. The guidelines define the role and 
responsibilities of the Shariah Committee, which extends beyond 
endorsement of Shariah-compliant products to also ensure that 
the operations of the Islamic banking institution complies with 
Shariah requirements at all times. The guidelines also prescribe 
the fit and proper criteria for members of the committee, and 
places emphasis on the independence of the committee to re-
port directly to the Board and to accord to the Board the respon-
sibility to ensure that the Shariah Committee can effectively dis-
charge its duties. In addition, members of the Shariah Commit-
tee may not sit on the Shariah Committee of other Islamic bank-
ing institutions as well as on the Shariah Advisory Council of the 
Central Bank so as to preserve the confidentiality and avoid po-
tential conflict of interests. 

 
To promote greater financial transparency and disclosure and to 
safeguard the interests of investment depositors, guidelines 
have also been issued on the model financial statement of the 
Islamic banks. In this connection, Islamic banking institutions 
are required to provide disclosure of information, among others, 
on the segregation of income and expenses from the categories 
of instruments including the investment of unrestricted invest-
ment deposits, restricted investment deposits and investment of 
shareholder’s funds. Islamic banking institutions are also re-
quired to disclose information on the profit equalization re-
serves. 
 
In addition to disclosure requirements in the financial statement, 
a standard framework for the calculation of the rate of return for 
Islamic banking operations has been introduced. The framework 
requires Islamic banks to clearly segregate the income and ex-
penses of the Islamic banking operations based on the manage-
ment of funds, on a restricted and unrestricted basis. The frame-
work provides the basis for calculation of dividends to the invest-
ment depositors to reflect the average actual net rate of return 
of each deposit based on their respective tenures. An accurate 
calculation of dividends is essential to ensure that the invest-
ment depositors receive their fair share of investment returns. In 
addition, the framework allows the provision of profit under the 
profit equalization reserve mechanism for the purpose of 
smoothing the fluctuations in the rate of profit. 
 

Finally, amplifying the role of other standard setting bodies. 
 
As Islamic finance expands, there are common areas where 
collective efforts by the Islamic financial industry, including the 
domestic and international standard setting bodies can bring 
benefits to the overall financial system. 
 
In this regard, bankers associations have an important role in 
spearheading initiatives to promote high standards of ethical 
code of market conduct to meet consumers’ rising expecta-
tions and demands. Bankers associations can play an impor-
tant complementary role to the efforts of the regulatory authori-
ties in promoting a more progressive, dynamic and resilient 
banking system. For the Islamic financial services industry, 
there are several areas of common interest that the industry 
associations can contribute to strengthen corporate govern-
ance. 
 
In the international scene, AAOIFI has made contributions to-
wards improved quality of financial statements and reporting 
methodology of the Islamic institutions via issuing accounting 
and auditing standards for Islamic financial institutions. Stan-
dards and code of ethics have also been issued to govern the 
conduct of the accountant and auditors of the Islamic institu-
tions. Undoubtedly, the efforts by AAOIFI have assisted in accel-
erating the pace of transparency and corporate governance of 
the Islamic financial institutions in the international environ-
ment. 
 
Needless to say that the role of the Islamic Financial Services 
Board (IFSB) is crucial in enhancing the level of transparency 
and quality of corporate governance of the Islamic financial 
institutions. The IFSB through the promulgation of the interna-
tional prudential standards on corporate governance that are 
consistent with Shariah principles will have a prominent role in 
promoting prudent, transparent and robust development of 
Islamic services. 
 
Conclusion 
Good governance is, essentially participatory, transparent and 
accountable. These elements are embedded in Islam and 
therefore an integral part of the governance framework of the 
Islamic financial institutions. Consequentially, effective Islamic 
governance framework requires involvement of all stake-
holders - the government, the industry associations, the share-
holders, the directors, the management and other persons 
relevant to the business such as auditors, accountants, lawyers 
and Shariah advisors - to responsibly complement each other 
in providing checks and balances, and in strengthening the 
corporate governance practices. At the international level, the 
IFSB and other standard setting bodies have an important role 
to harmonize the practices and complete the framework by 
setting the broad governance framework for international appli-
cation. It is with this integrated and cumulative approach that a 
strong and effective corporate governance framework will be 
successfully implemented. Each one of us regardless of our 
position, as regulators or bankers, is accountable. Let me con-
clude with reference to the saying of the Prophet “ Each one of 
you is a guardian, and each guardian is accountable for every-
thing under his care”. 

“Islamic banking  institutions are required to provide              
disclosure of information, among others, on the segrega-

tion of income and expenses from the categories of instru-
ments including the investment of unrestricted investment 
deposits, restricted investment deposits and investment of 

shareholder’s funds” 
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Is lamic Ethics in Business and Trade  
By Dr.  Mohamed Sharif  Bashir 

Business is an important activity in the economic and 
social life of the people, extending to individual, socie-
tal, regional, national and international levels. The 
involvement of Muslims in business is not new. Islam 
greatly encourages business because it directly con-
tributes to improving the standard of living and provid-
ing worldly comforts to mankind. The Prophet himself 
was involved in business and trade for a considerable 
period of time. He considered business as the only 
activity that generates most income to the peoples. In 
one of the Hadith, Prophet Muhammad, says: "Nine 
out of ten sources of livelihood are in business" 
 
A Muslim who is involved in business activity must be aware of two 
basic tenets in Islam, which are as follows:  
1. Allah the creator owns and controls all his creations on this 

earth. A Muslim who deals in business is allowed to utilize all 
these creations for their business activities as long as they obey 
His commands.  

2. All man’s actions are accountable to Allah who has promised 
that even the smallest good deed will be recognized and re-
warded.  

 
Main Islamic Principles  
 
Freedom 
Islam recognizes the right of individuals and groups to own and 
alienate any property freely and without coercion. It grants both 
individuals and groups full freedom to make any kind of approved 
transactions or important decision regarding their property. The 
Quran declares that trade is lawful. Detailed regulations concerning 
trade in several Quranic verses provide ample evidence of the fact 
that Islam not only permits but also encourages Muslims to engage 
in an honest and mutually beneficial trade. Islam encourages the 
owner of the capital to invest his capital and earn profit through 
lawful business (Mushtaq: 1999). 
 
Justice 
The principles of justice are one of the back bones of Islam. The 
Quran has mentioned that the purpose of its revelation is to estab-
lish justice and equality. The prophet emphasized justice repeat-
edly. The Islamic teaching pertaining to justice in the realm of busi-
ness can be categorized as follows: 
 
1. The imperatives: It consists of commands and recommenda-

tions regarding conduct in business such as: 
a. Fulfilment of promises, pacts and contracts: Islam de-

mands that all contracts and promises be honoured and 
all obligations fulfilled. It is clear evidence of the fact that 
Islam wants justice to be maintained even in respect of 
one’s concluded pacts.   

b. Work as well as the specification of the job to be done 
must be clearly stipulated at the time of making an 
agreement. The Quran acknowledges various gradations 
among workers on the basis of the quality and quantity 
of their work. 

2. The Safeguards: In order to maintain justice in the conduct of 
business, the Quran has provided believers with certain guide-
lines that serve as dependable safeguards. Most of these safe-
guards are writing of contract, witness, mortgage and the prin-
ciple of individual responsibility (Mushtaq: 1999, p. 89). 

 
Manners 
Islamic teachings have prescribed certain manners and recom-
mended certain others for proper ethical conduct in business and 
Muslims are required to conduct any kind of transaction in the light 
of these manners such as politeness. Politeness is the first step 
towards goodwill and mutual trust. Muslims are asked to be nice 
and charitable towards the poor. If for some reason he is not able to 
help their poor brethren monetarily, they must at least treat them 
with kind words and a pleasant discourse (Mohamed Sharif Bashir: 
2004). 

Disapproved Business Conduct 
In general Islam prohibits all such transactions which result in litiga-
tions; which depend just on chance and speculation; those in which 
the rights of conducting parties are not cleary defined and which 
enables some to amass wealth at the expense of another. 
 
No matter what the form, the essence of disapproved business 
conduct comprises unjustified consumption or appropriation of 
other wealth and rights. This is exactly what the Quran has strictly 
forbidden by calling it either unjustified consumption or injustice. 
 
Riba 
Technically it refers to the addition or increase in the amount of a 
loan in consideration of the time for which it is advanced or of the 
time for which the repayment of loan is deferred. The jurists have 
divided Riba into two types: Riba al-nasiah and Riba al-fadl. The 
former is the one expressly prohibited by the Quran. The latter was 
prohibited by the Prophet in order to block all the channels of Riba. 
Riba al-nasiah is the additional amount sought on loan, usually on 
the basis of time. This additional, irrespective of its rate or percent-
age, is the Riba prohibited by the Quran. It makes no difference 
whether such a loan was sought for the purpose of consumption or 
that for the investment or production.  
 
Riba-alfadl occurs in bartering commodities of the same kind with-
out equality in their quantities. A hadith says the following: “The 
exchange of gold for gold, silver for silver, wheat for wheat, barley 
for barley, dates for dates and salt for salt, must be on the basis of 
equality in quantity and on the spot possession”. Whoever adds or 
demands an addition commits Riba. The giver and receiver of addi-
tional quantity are equally blameworthy. This hadith tells exactly 
where the Riba enters and how to avoid it. The exchange of com-
modities of the same kind can be acceptable on the condition that 

SECTOR REPORT 

“Both Riba-al-nisiah and Riba al-fadl are prohibited. 
The moneylender is entitled only to his capital. The 
Quranic verse declares that any addition received over 
and above one’s actual loan is impure, unblessed and 
unprofitable in the sight of Allah” 
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Is lamic Ethics in Business and Trade (continued…) 

they are exactly equal in terms of quantity, and that possession is 
taken on the spot.  
 
Generally both Riba-al-nisiah and Riba al-fadl are prohibited. The 
moneylender is entitled only to his capital. The Quranic verse de-
clares that any addition received over and above one’s actual loan 
is impure, unblessed and unprofitable in the sight of Allah. This 
leaves no room for the so-called difference between “usury” and 
“interest” since both represents an addition and increase in the 
amount originally advanced. In addition, the prohibition of Riba 
extends to all money loans that claim either a fixed price or a fixed 
periodic increase for their use. For a more clear explanation and 
understanding of Riba let us consider the following hadith: a) “Any 
loan that brings profit is Riba”. b) “Anyone who recommends a 
person and then accepts a gift from him has committed Riba”.  
 
Both the Quran and Sunnah have prohibited Riba, in the strongest 
terms, which are not used for any other sign. It considers not only a 
major sin but also the greatest of the major sins. 
 
Fraud 
It refers to cheating in whatever forms they might be. It is described 
as the predominant characteristic of the hypocrites for whom the 
Quran has reserved the worst punishment in Hell. Islam requires its 

adherents to be honest and trustworthy. According to  the Prophet 
“He who defrauds does not belong to us”. It means that a person 
who is intent on resorting to fraud and cheating does not deserve to 
be counted a genuine member of the Muslim community.  
 
References: 
• Mustaq Ahmad (1999) Business Ethics in Islam. Kitab Bha-

van. India: New Delhi 
• Nik Mohamed Affandi  (2002) Islam and Business, Pelanduk 

Publication, Malaysia: Petaling Jaya.No. 3. Publications. KL 
• Mohamed Sharif Bashir (2004) Business Ethics in Islam: 

Principles and Practices. In Hersi M. H.; Roslizawati, M. R 
and Terebessy, A. K. A. (eds.) Essays on Islamic Professional 
Ethics. Dar Atajdid. KL 

SECTOR REPORT 

CONTACT INFORMATION 
 

Dr. Mohamed Sharif Bashir 
Lecturer, Editor of the Journal Muamalat and Islamic Finance 
Research (JMIFR) - Faculty of Economics and Muamalat,  
Islamic University College of Malaysia (KUIM), Kuala Lumpur, 
Malaysia 
Tel: +603-4289 2057; E-mail: sharif@admin.kuim.edu.my 



 

www.islamicfinancenews.com 

Page 14 
30th May 2005 © 

 Duncan Smith,  Group Head Islamic Financial  Services of  
Arab Banking Corporation talks to Islamic Finance News  

Will we see more of the British based financial institutions offer-
ing Islamic products? 
 
Not all British financial institutions will enter the market with 
Islamic Financial product offerings. That said, I think that four 
groupings or types of provider will end up dominating the UK 
market for Islamic financial products: there are and will be a 
small number of institutions who want to manufacture and dis-
tribute (exclusively) their own products, there are and will be 
(increasingly) high street banks who want to distribute high qual-
ity products manufactured by third parties who have the Shariah 
structuring and compliance expertise, third there will be (some 
of) the building societies (who haven't - and I am surprised about 
this - entered the market) and, of course, there will be a small 
number of Islamic Banks and Takaful companies. 
 
Who fits into these categories? 
 
The leading firm in the first category would be HSBC. Lloyds TSB 
and Bristol & West working with ABC's alburaq products is an 
example of the second; in terms of building societies I know that 
a number have been looking at the market - the Skipton and 
Yorkshire Building societies spring to mind and the West Brom-
wich have distributed Islamic home finance products for some 
years. In the fourth category we only have at present one Islamic 
Bank, but a second one - to be an investment bank - is on the 
way as are Britain's first 'real' Takaful companies. 
 
 

What are the obvious key products we'll see emerging? 
 
Different insurance products (home, life etc...) for sure and some 
more innovative savings ones. On the home finance side, we are 
already seeing the basic and rather restrictive owner occupied 
'vanilla' type of mortgage product being joined by Bristol & West's 
alburaq 'buy-to-let' and 'self certification' schemes, both of which 
seem to me to be especially relevant to Britain's Muslim                 
communities. 
 
What is the progress of the Islamic capital market in the UK? 
 
Well, so far not much doing in the UK, the Gulf seems to be dominat-
ing the 'international' Sukuk issue market and Malaysia the domestic 
market issuance. 
 
What would be the advantages of British issuers tapping the Islamic 
capital market? 
 
That is the US$64,000 question. If any of your readers have the an-
swer ask them to give me a call! Seriously, though, at a time of high 
liquidity it is pretty hard to persuade issuers, who are indifferent to 
where and how the money comes as long as it does (cheaply), that 
they should be looking at different, less traditional sources of capital. 
But these things go in cycles and when there is the next squeeze, the 
Islamic Banking market, its players, its structures and its processes 
will - this time - be in a position to step in. Further, crucially, Islamic 
Banking is no longer seen by the average Treasurer of a British large 
corporate as too strange to be explored seriously. 

UK UPDATE 

ISLAMIC DEVELOPMENT BANK  
ANNUAL MEETING, CONFERENCE & EXHIBITION 

 

In conjunction with: Bank Negara Malaysia &  
Islamic Financial Services Board 

 
22nd – 23rd June – The Investors Conference – Kuala Lumpur 
22nd – 23rd June – The Investors Exhibition – Kuala Lumpur 
22nd – 23rd June – Investment Seminar & Shariah Scholar Dialogue – Kuala Lumpur 
23rd – 24th June – The 30th IDB Board of Governor’s Meeting – Putrajaya 

   

INTERESTED IN ADVERTISING IN THIS ISSUE? 
 

 SPECIAL 

 EVENT  

ISSUE 

Certainly the largest and 
probably the most relevant 
and prestigious Islamic fi-

nance event of 2005.  
 

Over 2,000 delegates        
expected. You now have 
the opportunity for maxi-
mum exposure at these 

events 

CONTACT   
Andrew Morgan 
Tel: +603 2141 6020 
Andrew.Morgan@IslamicFinanceNews.com 
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Islamic insurance introduced 

PRINCIPLES OF ISLAMIC 
BANKING AND FINANCE 

27 - 29 June 2005 

Takaful is to be introduced in Pakistan by the middle of June after 
the market regulator finalizes its rules and regulations. 
 
A delegation from Malaysia, which introduced the Takaful system 
in the 1980s, met officials of the Securities and Exchange Commis-
sion of Pakistan (SECP) last week to finalize the rules and regula-
tions of the new system. 
 
Deputy Governor of Bank Negara Malaysia Zamani Abdul Ghani, 
headed the visiting delegation comprising Chief Executives and 
Senior Officials of Malaysian commercial banks, insurance compa-
nies, Takaful companies and other financial institutions. 
 
The delegation also shared its experience in the non-banking finan-
cial sector and emerging trends in Malaysia. The two sides dis-
cussed matters of mutual interest and decided to increase mutual 
co-operation in the fields of non-banking finance and insurance, 
particularly Takaful insurance. A formal mechanism for co-
operation will be explored in the future. 

Bank Negara to issue Takaful l icences 

Bank Negara has announced plans to issue up to four new Takaful 
licences and initiate the licensing of Takaful brokers and adjusters 
to expand the Islamic finance industry.  
 
The central bank will also issue up to five new licences to new Ta-
kaful broking players to promote specialization areas. It will issue 
the new Takaful licences to financial institutions with experience in 
Islamic banking, Takaful or insurance business.  
 
Foreign parties will be allowed up to 49% equity stake in the new 
Takaful operators, which must have a minimum paid-up capital of 
US$26.32 million (RM100 million). Applications must be submitted 
by the 31st October.  
 
Preference will be given to a joint venture or financial institution 

Abu Dhabi National Takaful Company has registered a 646% increase 
in net profits or US$1.01 million (AED3.7 million) for the first three 
months of the year. The company’s assets also grew to US$25.67 
million (AED94.3 million).  
 
Abu Dhabi National Takaful Company is a subsidiary of Abu Dhabi Is-
lamic Bank. Last month, it was listed on the Abu Dhabi Securities Mar-
ket (ADSM). The move brought the number of joint stock companies 
listed on the bourse to 40. The company was listed on the ADSM in 
April. 
 
The company will be launching a number of Shariah compliant prod-
ucts within the next few months and working closely with a number of 
financial institutions to distribute their products.  

Takaful Company in 646% jump 

MALAYSIA 

consortium, both of which must have the participation of at least a 
banking group. The consortium must include an anchor bank or in-
surer with a significant equity holding to steer the group.  
 
To qualify for a Takaful broking licence, the broker must transact at 
least US$263,157 (RM1 million) in Takaful contributions in the previ-
ous calendar year, or have contributions of US$7.89 million (RM30 
million), including over US$131,579 (RM500,000) in Takaful. It must 
have a minimum paid-up capital of US$157,894 (RM600,000) and 
indemnity cover of US$263,157 (RM1 million), net deductibles.  
 
Both Takaful broking and adjusting licences are renewable yearly 
based on performance. The central bank has fixed the 1st July  as the 
deadline for the applications of the licences.  
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Syarikat Takaful Malaysia Bhd expects its mortgage reducing term 
assurance (MRTA) business to make up to 50% of its portfolio by April 
next year. CEO Datuk Mohd Fadzli Yusof said the optimism is based on 
the competitive rates offered by the product. 
 
He said the company has in recent times changed its MRTA underwrit-
ing policy on women, charging them less because the mortality rate for 
females in Malaysia is lower.  On a wider scale, meanwhile, the com-
pany is also practising a different approach towards insurance policy 
surrender values. 
 
Since the new policy on surrender values came into force on the 1st 
April 2005, policies that are surrendered after one year will be eligible 
for part refunds. 
 
In Takaful’s case, he said, because no management expense is de-
ducted from contributions paid by the policyholders participating in 
various long-term Family Takaful products (like life policy), a refund of 
the contribution is made in full to the participants irrespective of when 
the policies are surrendered, except that part of the contribution 
money has been credited as Tabbaru (donation) into the Participant 
Special Account which carries the mortality liability.  

NEWS BRIEFS (continued…) 
MALAYSIA 

BAHRAIN 
TISCO to market Solidarity motor  
insurance policy 

Bahrain's motor insurance company Tasheelat Insurance Services Co 
(TISCO) will distribute Solidarity’s Shariah compliant motor insurance 
policy, Solid Motor Takaful.   
 
It was reported that TISCO will market Solidarity's policy, believed to 
provide comprehensive post-accident service for individuals and corpo-
rate clients, to meet the increasing demand for Takaful insurance 
products on the Bahraini market.  
 
TISCO is a wholly owned subsidiary of the Bahraini financial services 
provider, Bahrain Commercial Facilities Company. Solidarity offers 
General Takaful, Family Takaful and Fund Management services. 

Syarikat Takaful expects business to 
r ise 

Aman opens a new branch  

DUBAI 

Dubai Islamic Insurance and Reinsurance Company (AMAN) recently 
announced the launch of a new branch in Jebel Ali Free Zone. Aman's 
new branch is the first to provide comprehensive services in Jebel Ali 
Zone. The services will include a wide range of  Shariah compliant 
insurance and reinsurance products and services. 
 
AMAN Managing Director Hussain Al Meeza said, “As a leading pro-

vider of Islamic-based insurance products in the UAE, AMAN has 
succeeded in stabilizing its existence in the insurance market.” 
 
He added that the launch of the new branch in Jebel Ali comes in 
line with AMAN's plans to meet growing demands for such insurance 
services in the Free Zone. 
 
AMAN recorded a 235% increase in profits for the first three months 
of 2005 as compared to the first quarter of 2004. AMAN, being a 
composite insurance company, offers a comprehensive range of 
insurance products including car, fire, marine, engineering, liability, 
life Takaful, health and medical and household insurance. 
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Justice, equity, fairness and morality are values under-
pinning both the entire Islamic way of life and the 
body of Islamic jurisprudence generally referred to as 
Shariah law. Shariah law guides Muslims as to what is 
and what is not acceptable behaviour - including in 
economic and commercial life. Under Shariah law, 
Muslims are prohibited from investing in certain in-
vestments, such as government bonds, and certain 
equity investments are forbidden including in compa-
nies interested in armaments, gambling, the manu-
facture or sale of alcohol, pork products, restaurants 
or hotels.  
 
This precludes Muslims from buying a broad range of traditional 
insurance products. Hence the need for Takaful products which do 
comply with Shariah law. While a quarter of the world’s countries 
are Islamic, worldwide Takaful premiums represent just 0.1% of 
total worldwide premiums. The growth potential for Takaful is there-
fore vast.  
 
However, there are a number of issues that Takaful operators will 
need to overcome to ensure their product’s success. With the ex-
ceptions of the Malaysian, Iranian and Saudi Arabian markets 
which account for the majority of Takaful premiums, Takaful is not 
well known, and in some cases unheard of, with insurance regula-
tors across the world. Potential Takaful operators will need to be 
prepared to educate the relevant regulators as to how their prod-
ucts work. While some effort will be required to educate regulators 
on Takaful, the unknown nature of the product should not in itself 
significantly reduce an operator’s chances of obtaining regulatory 
approval. The vast majority of regulators encourage innovation 
within their regulated activities and will recognize the value of intro-
ducing the Takaful product for a demographic that has traditionally 
been unable to purchase insurance.  
 
Broadly speaking, regulators will require Takaful operators to meet 
a number of specific threshold conditions but the nature of Takaful 
may make it difficult to meet these conditions. In the UK, as an 
example, there are a number of regulatory issues that Takaful op-
erators will need to overcome.  
 
Firstly, Takaful operators may have some difficulty meeting their 
solvency margin. This is because the UK regulator’s rules are 
based on encouraging a spread of investments, but, given the pre-
sent limited size of the Islamic investment market, there is not the 
same investment scope for a Takaful operator as there is for a 
conventional insurer.  
 
Secondly, there must be adequate resources. This means there 
must be competent and prudent management, which will be re-
sponsible for managing various risks involved in Takaful operation 
(such as monitoring, measuring, managing and controlling legal 
risk, regulatory risk, underwriting risk, credit risk and liquidity risk). 
In addition, those persons who occupy certain so-called “controlled 
functions” must demonstrate sufficient expertise in respect of le-
gal, accounting and underwriting matters.  
 
Thirdly, Takaful operators must show they have adequate systems 
and controls in place, in order to ensure that risk is managed prop-

erly. Critical to this will be an efficient and reliable IT system to proc-
ess applications, handle claims and deal with general administration. 
 
Leaving aside any regulatory issues relating to investment, restric-
tions on what the Takaful operation can invest in and the lack of any 
particularly high-yielding investment opportunities could limit the 
amount of any investment income and, therefore, the operation’s 
surplus. This, in turn, could mean that the Takaful products cannot 
be priced effectively, which could put Takaful at a commercial disad-
vantage compared to conventional insurance. Even allowing for in-
creased Islamic awareness of, and appetite for, an alternative to 
conventional insurance, competitive pricing will be a very important 
factor in securing the success of Takaful.  
 
Under the doctrine of necessity under Shariah law, Muslims are per-
mitted, as a matter of last resort, to buy conventional insurance prod-
ucts, provided that this insurance is required as a matter of law and 
there is not a Takaful equivalent available. It is this doctrine which 
permits, for example, Muslims living in the UK to buy their car insur-
ance. The doctrine has potential commercial ramifications. When a 
Takaful product comes onto the market, under Shariah law, Muslims 
should favour the Takaful product over any conventional product. 
Thus where Muslims are required by law to hold, for example, car 
insurance they are obliged to favour any Takaful products available. If 
the Takaful product then proves significantly more expensive than 
conventional products, buyers may claim that their situation is being 
exploited. Not only could this result in a public relations disaster for 
the Takaful operator, it may well attract the interest of local regula-
tors. 
 
Once a Takaful operator has overcome any regulatory and commer-
cial issues to bring a competitive product to market, the operator’s 
ability to market its products effectively will be key to their success. 
The marketing of Takaful presents its own challenges: traditionally 
Muslims have been unable to buy conventional insurance products 
and any marketing campaign will need to educate potential custom-
ers of the compatibility of Takaful products with Islam. Takaful opera-
tors will also need to convey their understanding of Shariah law and 
their trustworthiness.  
 
Savvy marketers may also find that they can develop demand for 
Takaful products beyond the Islamic community. It can be extremely 
difficult for buyers of traditional insurance products to know where 
their insurance companies are investing their money. Those who wish 
to be confident that their insurer is investing ethically may find that 
Takaful products are the answer. 
 
Clearly, the success of individual Takaful operators depends on a 
number of factors. We are likely to see a growth in the number of 
Takaful products available worldwide in the near to medium future 
and it will be interesting to see how these products perform. The 
growth of Takaful will be commensurate with the growth of Islamic 
capital and investment markets in which Takaful operators may in-
vest. However, with big name financial service providers, such as 
HSBC, awakening to the potential of Islamic finance products, and 
likely to provide the impetus for growth in the sector, the long-term 
potential of Takaful seems healthy. 

Unlocking the potential of Takaful By James Bateson 

The author is Head of Corporate and Regulatory Insurance at Norton 
Rose, London 
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QATAR FINANCIAL CENTRE  
AUTHORITY - Qatar 

Stuart Pearce has been appointed Chief Executive Officer of the 
Qatar Financial Centre Authority (QFCA) with effect from July, 
2005. The announcement came from H.E Sheikh Mohamed Bin 
Ahmed Bin Jassim Al-Thani, Qatar's Minister of Economy & 
Commerce and Chairman of the QFCA. 
 
Mr. Pearce will be responsible for driving the commercial strat-
egy of the centre and for developing relationships with the in-
ternational corporate community and other key institutions 
both within and outside Qatar. 
 
Mr. Pearce is currently Chief Executive Officer of HSBC Invest-
ments, London. 

DUBAI BANK - UAE 

Emile Habib has been appointed Managing Director of the Real 
Estate Division at The National Investor, the leading UAE invest-
ment and merchant banking firm.  
 
Mr. Habib has in excess of 18 years experience in global real 
estate investments, asset management, mortgage finance and 
trading. Previously he was the Portfolio Manager at the Abu 
Dhabi Investment Authority's (ADIA) Real Estate Department.  

DUBAI FINANCIAL SERVICES  
AUTHORITY - UAE 

David Knott has been appointed the new Chief Executive Offi-
cer of the Dubai Financial Services Authority (DFSA) at the re-
cent board meeting.   
 
Mr. Knott joins the DFSA from the Australian Securities and 
Investments Commission, where he has been the Executive 
Chairman for the past three years. He was also Chairman of the 
Technical Committee of the International Organization of Secu-
rities Commissions (IOSCO), the international association of 
securities regulators. He is contracted to serve a 3-year term. 

HSBC BANK MIDDLE EAST -  DUBAI 
Lester Wynne-Jones has been appointed as Regional Head of 
Personal Financial Services at HSBC Middle East.  
 
Mr. Wynne-Jones will manage the delivery and ongoing develop-
ment of the full range of services to HSBC's personal customers 
across the Middle East region. 

ALLIANCE BANK - MALAYSIA 

Zainal Azam Abdul Rahman, Ashraf Md Hashim and Abdul Rah-
man Awang have been appointed to the Syariah Committee of 
Alliance Bank Malaysia. Their appointment will reinforce its 
compliance with Shariah-related matters in line with Bank Ne-
gara’s requirement for all Islamic financial institutions. 

THE NATIONAL INVESTOR - UAE 

Christian Mouchbahani has been appointed Head of Corporate Fi-
nance and Management Board Member of Dubai Bank. Mr 
Mouchbahani will spearhead the bank’s Merchant and Investment 
Banking operations, increase geographic reach for its products and 
oversea the banks Corporate Finance Division. Previous positions 
held include a Directorship at The National Investor. 

QATAR ISLAMIC BANK - Qatar 
Saleh Mohammed Ibrahim Al Jaidah has been appointed General 
Manager of the Qatar Islamic Bank (QIB). The announcement came 
from Abdu Latif Al Mahmoud, member of the board of directors of 
QIB.  
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The World Islamic Funds Conference 
The Gulf International Convention & Exhibition Centre, Bahrain 

Sunday,29th - 30th May 2005 
Organized By: Middle East Global Advisors 

 
Structuring  Financial Products for Islamic Markets 

Shangri-La Hotel, Jakarta 
Monday, 30th - 31st May 2005 

Organized By: IBC Asia 
 

The Preferred Investment Destination An Investors' Conference 
Kuala Lumpur Convention Centre, Malaysia 

Wednesday, 22nd - 23rd June 2005 
Organized By: IDB & Bank Negara Malaysia 

 
Islamic Real Estate Finance 

Dorchester Hotel, London 
Thursday, 21st July 2005 

Organized By: Islamic Conferences Group 
 

The First Islamic Finance Summer School 
The Sunstar Park Hotel, Davos - Switzerland 

Tuesday, 23rd - 26th August 2005 
Organized By:  Davos Management Institute  

 

EVENTS DIARY 
Islamic Funds World 
Shangri-La, Dubai 
Thursday, 15th September 2005 
Organized By:  Terrapin Conferences 
 
Risk World Middle East 
The Jumeirah Beach Hotel, Dubai - UAE 
Monday, 19th - 21st September 2005 
Organized By:  Terrapin Conferences 
 
2nd Annual Asian Islamic Banking & Finance Summit 
Mandarin Oriental Hotel, Kuala Lumpur 
Monday, 19th - 21st September 2005 
Organized By:  Euromoney  
 
International Leadership Summit in Islamic Finance 
Kuala Lumpur 
Wednesday, 21st - 22nd September 2005 
Organized By:  International Centre for Leadership in Finance  
 
World Islamic Economic Forum 
Sunway Lagoon Resort, Kuala Lumpur 
Saturday, 1st - 3rd October 2005 
Organized By:  Asian Strategy & Leadership Institute (ASLI) 

Organized By: 

ABOUT THE ORGANIZER 

Islamic Finance Training is a 
world-class provider of quality 
public, sponsored and in-house 
financial training for banks,             
corporates, consultants, regulators 
and government bodies across 
Asia, the Middle East and Europe. 
Through continuous research and 
client contact, we provide best-of-
breed training solutions in the 
rapidly developing area of Shariah 
compliant finance. Consistent in all 
our programmes are the concepts 
of best practice implementation 
and the sharing of others'              
experiences. We believe these 
factors  are v i ta l  in  the              
development of Islamic finance 
globally. 

Conducted By : DR. MONZER KAHF, Former Senior Economist, Islamic Development Bank, Saudi Arabia 
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ISLAMIC LEAGUE TABLES 
Islamic Finance News has teamed up with Dealogic to bring you up-to-date league tables every two weeks depicting the leading 

issuers and arrangers in the Global Islamic Debt Capital Markets. 

For all enquires regarding the above information, please contact:  Edward Cheung 
        Email: Edward.Cheung@Hk.Dealogic.com;  
        Phone: +852 2804 1223; Fax: +852 2529 4377  

ISLAMIC DEBT BY CURRENCY JULY 2004 - MAY 2005  

ISLAMIC DEBT BY COUNTRY JULY 2004 - MAY 2005  

ISLAMIC DEBT JULY 2004 - MAY 2005  TOP 20 ISSUERS OF ISLAMIC DEBT JULY 2004 - MAY 2005  
  Manager or Group Amt US$ m Iss. %Share 

1 HSBC 866 28 14.0 

2 Citigroup 754 3 12.1 

3 RHB Capital Bhd 670 26 10.8 

4 AmMerchant Bank Bhd 639 41 10.3 

5 Dubai Islamic Bank 433 2 7.0 

6 Commerce International Merchant 
Bankers Bhd 

427 9 6.9 

7 UBS 350 1 5.6 

8 United Overseas Bank Ltd 285 3 4.6 

9 Aseambankers Malaysia Bhd 279 27 4.5 

10 Government bond/no bookrunner 263 3 4.2 

  Total of issues used in the table 6,207 134 100.0 

  Issuer or Group Amt US$ m Iss. %Share 

1 Dubai Global Sukuk FZCO 1,000 1 16.1 

2 Kapar Energy Ventures Bhd 895 1 14.4 

3 Pakistan International Sukuk Co Ltd 600 1 9.7 

4 Sarawak Corporate Sukuk Inc 350 1 5.6 

5 SAJ Holdings Sdn Bhd 337 2 5.4 

6 Cagamas Bhd 263 3 4.2 

7 Jimah Energy Ventures Sdn Bhd 245 10 3.9 

7 Gold Sukuk dmcc 200 1 3.2 

9 International Bank for Reconstruction & 
Development - World Bank 

200 1 3.2 

10 Saudi Hollandi Bank 187 1 3.0 

11 Encorp Systembilt Sdn Bhd 180 1 2.9 

12 Special Power Vehicle Bhd 163 13 2.6 

13 Optimal Chemicals (Malaysia) Sdn Bhd 149 10 2.4 

14 Musyarakah One Capital Bhd 149 5 2.4 

15 International Finance Corp - IFC 132 1 2.1 

16 Stichting Sachsen-Anhalt Trust 120 1 1.9 

17 Optimal Glycols (Malaysia) Sdn Bhd 119 10 1.9 

18 Sarawak Specialist Hospital & Medical 
Centre Sdn Bhd 

112 1 1.8 

19 Mid Valley City Sdn Bhd 105 2 1.7 

20 Standard Chartered plc 100 1 1.6 

  Total of issues used in the table 6,207 134 100.0 

  Amt US$ m Iss. %Share 

    Malaysia 3,519 120 56.7 

    United Arab Emirates 1,200 2 19.3 

    Pakistan 600 1 9.7 

    United States 332 2 5.3 

    Saudi Arabia 187 1 3.0 

    Germany 120 1 1.9 

    United Kingdom 100 1 1.6 

    Bahrain 80 1 1.3 

    Indonesia 70 5 1.1 

    Total 6,207 134 100.0 

  Amt. m (US$) Iss. %Share 

    Malaysian Ringgit 3,600 122 58.0 

    US Dollar 2,150 4 34.6 

    Saudi Arabian Riyal 187 1 3.0 

    Euro 120 1 1.9 

    Bahraini Dinar 80 1 1.3 

    Indonesian Rupiah 70 5 1.1 

    Total 6,207 134 100.0 
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ISLAMIC LEAGUE TABLES 
Islamic Finance News has teamed up with IFIS to bring you up-to-date league tables every two weeks depicting the leading issuers and  
arrangers in the Global Islamic Finance Capital Markets. The tables below are a brief list only. To access the full list along with the term 

sheets, please go to www.securities.com/ifis directly 

Islamic Bonds Issuers League Table 2005 
  Issuer Manager Country Type of Issued Sukuk Amt US$m Issues % Share 

Announced 
1 Islamic Development Bank  Dubai Islamic Bank, HSBC  Amanah, 

CIMB, Deutsche Bank 
Saudi Arabia  Sukuk  1000.00  1 27.6 

2 Emirates Airlines  Dubai Islamic Bank, HSBC Amanah, 
Standard Chartered Bank 

United Arab 
Emirates  

Sukuk  550.00  1 15.18 

3 Syarikat Bekalan Air Selangor Sdn Bhd  NA Malaysia  Sukuk  473.68  1 13.07 

4 Amlak Finance  Emirates Islamic Bank UAE Sukuk  350.00  1 9.66 

5 Senai Desaru Expressway Sdn Bhd  NA Malaysia  Sukuk  263.25  1 7.26 

6 Dubai Metals & Commodities Centre  Dubai Islamic Bank, Standard Bank UAE Sukuk  200.00  1 5.52 

7 Boustead Holding Bhd  NA Malaysia  Ijarah 199.00  1 5.49 

8 Time Engineering Bhd  Commercial International  Malaysia  Zero Coupon Non 
Tradeable Sukuk  

149.12  1 4.12 

9 Amlak Finance  HSBC Amanah UAE Sukuk  136.13  1 3.76 

10 Arab Media Corporation  Atlas Investment Group Jordan  Sukuk  100.00  1 2.76 

10 Dubai Investments  Emirates Financial Services UAE Sukuk  100.00  1 2.76 

  Total 3623.61 16 100 

Sovereign 
1 Government of Pakistan  Citigroup Pakistan  Ijarah  600.00  1 88.3 

HSBC Amanah 

2 Government of Bahrain  Bahrain Monetary Agency (BMA) Bahrain  Ijarah  79.50  1 11.7 

  Total 679.5 2 100 

Corporate 
1 Jimah Energy Ventures  Malaysia  Istisna'  1275.76  1 39.21 AmMerchant Bank, RHB Sakura 

Merchant, MIMB, Bank Muamalat 

2 Musyarakah One Capital Berhad  CIMB Malaysia  Musyarakah 658.02  1 20.22 

3 Al Marfa'a Al Mali Sukuk Co. B.S.C  
(Bahrain Financial Harbour)  

Liquidity Management Centre Bahrain  Istisna'a and Ijara 
Sukuk  

270.00  1 8.3 

Gulf Finance House 

4 International Bank For Reconstruction         
And Development  

CIMB Malaysia  Istisna'  200.04  1 6.15 

ABN-AMRO Bank Bhd 

5 World Bank (International Bank for             
Reconstruction & Development)  

CIMB Malaysia  Bai' Bithaman Ajil 200.00  1 6.15 

ABN-AMRO Bank Bhd 

6 Durrat Sukuk Company BSC  Kuwait Finance House Bahrain  Istisna'a and Ijara 
Sukuk  

152.50  1 4.69 

Liquidity Management Centre 

7 Commercial Real Estate Company  Kuwait Finance House Kuwait  Ijarah 100.00  1 3.07 

Boubyan Bank 

8 Special Power Vehicle  AmMerchant Bank Berhad Malaysia  Bai' Inah 56.65  1 1.74 

RHB Sakura Merchant Bhd 

MIMB 

Bank Muamalat 

9 Peremba Jaya Holdings Sdn Bhd  MIMB Malaysia  Murabahah 52.63  1 1.62 

Affin Bank Berhad 

10 Ample Zone Berhad  MIMB Malaysia  Ijarah  39.50  1 1.21 

  Total 3253.56 21 100 
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ISLAMIC LEAGUE TABLES 
Islamic Deals Issuers League Table 2005 

Ranking Company Manager Country Type Amt US$m % Share 

Sovereign 

1 Government of Pakistan  Islamic Development Bank Pakistan  Murabaha Financing  100.00  59.67 

2 Government of Lebanon  Islamic Development Bank Lebanon  Loan  62.10  37.05 

3 Government of Pakistan  Kuwait Finance House, Islamic          
Development Bank 

Pakistan  Trade Financing (Oil imports)  5.50  3.28 

  Total 167.6 100 

Corporate 

1 Bahrain Petroleum Company  HSBC Amanah Bahrain  Refinery upgrade financing  1011.00  36.7 

2 Department of Civil Aviation (DCA)  Dubai Islamic Bank UAE Islamic credit facility  977.53  35.49 

3 Bahrain Petroleum Company  Dubai Islamic Bank, HSBC Amanah, 
ABC Islamic Bank, Gulf International 
Bank, Kuwait Finance House, BNP 
Paribas, Arab Petroleum Investment 
Corporation, National Bank of Bahrain 

Bahrain  Ijara Lease Facility  330.00  11.98 

4 Al Hanoo Holding Co. LLC  HSBC Amanah UAE Mustaha/Ijara  90.00  3.27 

5 Bank TuranAlem (BTA) JSC Kazakhstan  Syndicated Murabaha  50.00  1.82 Abu Dhabi Islamic Bank, Calyon Corp 

6 Pertimina  Kuwait Finance House Indonesia  Oil Sector Financing  40.00  1.45 

6 Zorlu Linen Dokuma Empirme Konfeksi-
yon Sanayi ve Ticaret A.S.  

HSBC Amanah Turkey  Syndicated Murabaha  40.00  1.45 

7 Kuzestan Steel Company  Emirates Bank International, Amlak 
Finance, Al Salam, ABC Islamic Bank 

Iran  Syndicated Murabaha  30.50  1.11 

8 Vestel Beyaz A.S  HSBC Amanah, HBTR Turkey  Murabaha  27.00  0.98 

9 Vestel Dayanikli Tuketim Mallari Pazar-
lama A.S.  

HSBC Amanah Turkey  Syndicated Murabaha  26.00  0.94 

10 Ministry of Islamic Affairs & Awqaf Abu Dhabi Islamic Bank, International 
Islamic Bank 

Qatar  Ijara  25.00  0.91 

  Total 2754.56 100 

Islamic Deals Managers League Table 2005 
Ranking Manager Amt US$ m Issues % Share 

1 HSBC Amanah   1543.63  10  23.39  

2 Dubai Islamic Bank   1307.53  2  19.82  

3 Kuwait Finance House   382.75  4  5.80  

4 Amlak Finance   353.29  2  5.35  

4 Al Salam   353.29  2  5.35  

5 Emirates Bank International   350.00  1  5.30  

5 ABC Islamic Bank   350.00  1  5.30  

6 ABC Islamic Bank   330.00  1  5.00  

6 Gulf International Bank   330.00  1  5.00  

6 BNP Paribas   330.00  1  5.00  

6 Arab Petroleum Investment Corporation   330.00  1  5.00  

6 National Bank of Bahrain   330.00  1  5.00  

7 Islamic Development Bank   164.85  3  2.50  

8 HBTR   33.50  3  0.51  

9 Abu Dhabi Islamic Bank   25.00  1  0.38  

9 Calyon Corporate   25.00  1  0.38  

10 Qatar Islamic Bank   21.40  1  0.32  
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Jalan Ampang 
50450 Kuala Lumpur 
Malaysia 
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Name: Mr/Ms/Dr/Mrs_____________________________________________ 
   (please underline family name) 
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Payment can be made by cheque or telegraphic transfer in US$ or RM.  A              
confirmation will be sent once payment is received.  Please note that                      
subscription is not  confirmed until payment has been made in full. 
� By Cheque:  

Please make cheques payable to Red Money Sdn Bhd and post back along with              
original order form to:  
Suite F, 20/F, Bangunan Angkasa Raya, Jalan Ampang, 50450 Kuala Lumpur,                
Malaysia 

� By Telegraphic Transfer (T/T):    
Account Name: Red Money Sdn. Bhd. 
Account No: 2-14129-0018508-5 (Malaysian Ringgit) 
Account No: 6-14129-0000574-3 (US Dollars) 
Swift Code: RHBBMYKL 
Bank Name & Address: RHB Bank Berhad. RHB Centre, Jalan Tun Razak, 50400 Kuala 
Lumpur, Malaysia 
Please send your T/T advice slip with your subscription form to us either by post or fax. 
ALL TRANSFER FEES ARE BORNE BY THE SUBSCRIBER 

*   Your username will be emailed to you upon receipt of payment 

 

Please send me more information on the            
following courses: 

 

� Structuring Islamic Financial Products 
6 - 9 September 2005, Singapore 
11 - 14 December 2005, Dubai 

 

� Financial Product Development &               
Innovation 

30 May - 2 June 2005, Singapore 
 

� Key Legal, Documentary and Structuring 
Issues for Islamic Financial Products  

11 - 12 July 2005, Kuala Lumpur 

 

� Financial Reporting for Islamic Banking 

25 - 27 July 2005, Kuala Lumpur 
 

� Islamic Financial Engineering and  

Advanced Products 

15 - 18 November 2005, Kuala Lumpur 

 
Please contact Andrew Tebbutt on               

+603 2141 6022 or                                            
Andrew.Tebbutt@IslamicFinanceTraining.com 

 for more details. +603 2141 5033 

+603 2143 8100 

Info@IslamicFinanceNews.com 

* Ringgit Malaysia prices are available for Malaysian subscribers only 

( Max. 10 Individual Subscriptions)* 


