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Inside Islamic Finance News: 

MALAYSIA/SAUDI ARABIA 
US$800 mill ion of bilateral deals 
Malaysian and Saudi Arabian companies 
have signed US$800 million worth of deals, 
as the leaders of their countries urged in-
creased joint ventures and investment be-
tween the two countries. 
 
Saudi Arabia’s King Abdullah, on the sec-
ond day of his three-day visit to Malaysia, 
said: “The governments of Saudi Arabia and 
Malaysia have done their duty with regard 
to implementing the legal framework to 
open the doors in both countries for invest-
ments. What remains is for businessmen to 
take the initiative.” 

In the biggest deal, Johor state investment 
arm, Johor Corp (JCorp) joined with Siraj Capi-
tal (a subsidiary of Saudi Arabia’s Ghassan Al 
Sulaiman Holding Co) to offer US$500 million 
worth of investment funds. 
 
 
Another big tie-up includes a US$100 million 
project between Malaysian mobile maker M 
Dot Mobile and the private Saudi Arabian 
Television Manufacturing (SATJED), which 
also manufactures phones. SATJED will 
manufacture mobiles with Malaysian technol-
ogy geared around Islamic features. 

UNITED KINGDOM 
P&O latest 
The British port operator P&O has accepted 
a US$6.93 billion (£3.9 billion) offer to be 
acquired by Dubai Ports World (DPWorld). It 
has a shareholder meeting scheduled for 
the 13th February to approve the offer, and 
also to allow Singapore’s PSA International 
extra time to contemplate a further bid. 
 

NIGERIA 
Islamic bank private placement 
An Islamic bank is looking to raise 
US$81.65 million (N10.5 billion) by way of a 
private placement as soon as the Central 
Bank of Nigeria approves Islamic banking in 
the country. 
 
The management of Jaiz International, the 
holding company for Jaiz International Bank, 
is set to raise US$194.4 million (N25 billion) 

for the commencement of an Islamic bank: it 
has already applied to the Central Bank for a 
banking licence. If approved, the bank will be 
set up by the end of the year. 
  
FCMB Capital Markets and Finmal Finance 
Services have been appointed as the joint 
issuing houses for the placement.  

P&O demonstrated its desire to focus on its 
core ports business by selling its entire 
US$120 million US real estate interests, as 
well as a US$61 million property in London 
last week. The property sales are not be-
lieved to be significant to the ongoing battle 
between DP World and PSA International for 
the control of P&O. 

UAE (Dubai) 
MENA Trade Finance Conference 
The Middle East and North Africa (MENA) 
Trade Finance Conference took place at the 
Sheraton Creek Hotel in Dubai last week. 
The Director General of the Dubai Chamber 

of Commerce and Industry, Abdul Rahman 
Ghanem Al Mutaiwee, inaugurated the  
conference. 
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ISLAMIC FINANCE NEWS 
Advisory Board:  UAE (Dubai) 

DIFX l isting for world’s biggest Sukuk  
The world’s largest Sukuk – worth US$3.5 billion, from Dubai Ports, Customs and Free 
Zone Corporation (PCFC) – has been listed on the Dubai International Financial Exchange 
(DIFX).  
 
The Executive Chairman of PCFC, Sultan Ahmed Bin Sulayem, commented: “We are an 
international company and the DIFX is the first truly international exchange in the region. It 
gives us better international exposure, hence it is our natural choice. The DIFX has some 
of the best policies, it has credibility and it is independent. This is the best platform for our 
first listing. We have other instruments that we would like to list on the DIFX in the coming 
years.”  
 
Lead managed by Dubai Islamic Bank and Barclays Capital, the convertible Sukuk is part 
of a large financing package being arranged for PCFC’s general corporate activities, ongo-
ing business development needs and expansion plans. The Sukuk will trade over the 
counter rather than on the exchange. 

UNITED KINGDOM 
Sir Dr Zaki passes away 
Sheikh Sir Dr Mohamed Aboulkhair Zaki Badawi, a prominent member of the RHB Group’s 
Shariah Committee, has passed away in London at the age of 83.  
 
Sir Dr Zaki Badawi founded the Muslim College in London and was a leading Imam and a 
progressive religious leader in the UK. A prominent scholar from Al-Azhar University in 
Cairo, he had vast experience in Islamic jurisprudence and has been instrumental in de-
veloping Islamic financial structures in Malaysia, Luxembourg and the UK.  
 
Vaseehar Hassan Abdul Razack, Chairman of RHB Islamic Bank, said: “We are deeply 
saddened by the passing of Sir Dr Zaki Badawi. He was a prominent adviser on all Shariah 
matters for RHB Islamic Bank and RHB Group as a whole to ensure that the business op-
erations of the bank comply with Shariah principles since his appointment in April 2005.”  
 
“As one of the five internationally recognized individuals to the Shariah Committee, Sir Dr 
Zaki Badawi contributed significantly to RHB Islamic on Shariah thoughts, views and opin-
ion and the sharing of knowledge via Shariah lectures to the RHB Group.”  

PAKISTAN 
Zakat accounts charges 
The State Bank of Pakistan revealed that banks have been recovering service charges for 
collecting and disbursing zakat, contrary to the Zakat and Ushur Ordinance Act 1980. 
 
The Central Bank has advised financial institutions to ensure that there is no violation of 
the provisions of Zakat and Ushur Ordinance or any other law. 

UAE (Dubai)  
KHI to launch IPO 
Kingdom Hotel Investments (KHI) will launch an initial public offering (IPO) to list shares 
on the Dubai International Financial Exchange (DIFX) and global depositary shares on the 
London Stock Exchange. 
 
The proceeds from the offering will be used to finance the expansion of its portfolio of 
hotel investments through acquisitions and new developments.  
 
Deutsche Bank and Morgan Stanley have been appointed joint global coordinators and 
joint global bookrunners, to be joined by The National Investor and Deutsche Al Azizia 
Financial Services as joint lead managers. 
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SAUDI ARABIA 
Mega Islamic bank proposed 
Plans for a US$1 billion mega Islamic bank have been revealed by 
Saudi Arabian banker Sheikh Saleh Kamil. 
 
The project – to be called Emaar International Group – will  
be founded by Islamic banks, conventional banks, wealthy individu-
als, pensions, insurance and endowments funds. Kamil stated  
that currently only ten Islamic banks have capital that exceeds 
US$200 million and only one Islamic bank has capital that exceeds 
US$500 million. 

MALAYSIA 
Bank Negara I jarah issuance 
Bank Negara Malaysia will issue Ijarah papers of an undisclosed 
value in February for monetary policy purposes and to meet the re-
quirements of Islamic market players. 
 
The Central Bank Governor Tan Sri Dr Zeti Akhtar Aziz Zeti – speaking 
at her opening address at the 5th Annual Islamic Finance Summit in 
London – said this issuance would further broaden the existing range 
of Islamic financial instruments on offer. 
 
Dr Zeti also commented that a regular, sustainable supply of Sukuk 
must be ensured, with issuers, including multilateral organizations, 
governments and multinational corporations, all participating in this 
process. 
 
Dr Zeti promoted innovation in the development of a broader range 
of Islamic financial market instruments, including instruments with 
equity ownership features, Islamic asset-backed securities, inclusion 
of permissible forms of credit enhancements, as well as Shariah  
compliant risk mitigating instruments: “The development of an  
Islamic derivatives market for hedging is required for market-making 
activities to support the development of secondary markets.  
Research and development therefore need to be intensified.” 

SAUDI ARABIA 
52.2% increase for SABB 
The Saudi British Bank (SABB) posted a net profit of US$668 million 
(SR2.5 billion) last year, an increase of 52.2% over 2004’s US$439 
million (SR1.65 billion). 
 
Earnings per share increased to US$13.36 (SR50.09) from US$8.78 
(SR32.92) in 2004. Total assets for 2005 amounted to US$17.6 
billion (SR65.9 billion) – an increase of 13.8% on 2004. 

BRUNEI 
Islamic banks to merge  
Brunei’s Ministry of Finance has announced the merger of Islamic 
Bank of Brunei (IBB) with Islamic Development Bank of Brunei 
(IDBB), thus creating the nation’s largest domestic lender; the Islamic 
Bank of Brunei Darussalam.  
 
Brunei is seeking to strengthen its Islamic finance industry, in par-
ticular the banking sector and insurance, to make it more sustain-
able and competitive.  
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SAUDI ARABIA 
Al Rajhi f inance deal 
Al Rajhi Investment & Banking Corporation (Al Rajhi) has structured 
and underwritten the US$210 million Islamic tranche of the US$2.5 
billion Shuaibah Independent Water and Power Project (IWPP), the 
first IWPP in Saudi Arabia. The Islamic tranche uses the Wakala 
Ijarah Mawsufah Fi Al Dhimmah structure.  
 
Al Rajhi also posted a profit increase of 92% to US$1.5 billion. The 
Islamic bank plans to give shareholders one free share for each two 
held. 
 
Finally, the board of directors is considering increasing the capital of 
Al Rajhi from US$1.2 billion (SR4.5 billion) to US$1.8 billion (SR6.75 
billion) by capitalizing US$600 million (SR2.25 billion) of general 
reserves.  

NEWS BRIEFS 
MALAYSIA 
EON Bank Islamic subsidiary 
EON Bank’s Deputy Chief Executive Abdul Jamel Pawanteh has re-
vealed that he expects to launch EON’s Islamic banking subsidiary in 
the next few months. 
 
“The incorporation of a subsidiary Islamic banking company is into its 
final stages. We can’t say much now as we have not received the 
approval yet,” he commented, adding that more information on the 
development of EON Bank would be announced in the coming 
months. 

MALAYSIA 
US$34.62 mill ion in zakat collections 

The Federal Territory Islamic Religious Council Zakat Collection Cen-
tre (PPZ)’s target is to collect US$34.62 million (RM130 million) za-
kat in 2006, US$798,851 (RM3 million) more than 2005. 
 
PPZ Chairman Datuk Abdul Rahim Abu Bakar said that 16% of Mus-
lims eligible to pay zakat had not done so, and it was difficult to en-
courage that percentage to pay. This group mostly comprises profes-
sionals, the elite and rich. 
 
Zakat collection via banks is expected to increase, especially via 
Internet banking. 

QATAR 
Gulf Commercial Bank IPO  
A date has yet to be fixed for the Initial Public Offering (IPO) from the 
proposed US$2.19 billion (QR8 billion) Gulf Commercial Bank. 
 
The regulatory authority Doha Securities Market (DSM) issued a 
statement emphasizing that media reports stating that the issue 
would be floated in March were unfounded: “We have not been in-
formed of any date for the IPO launch. As soon as the dates are final-
ized we will inform the public through the media, which we always 
do,” said the DSM statement.  

UAE (Abu Dhabi) 
ADCB profits grow  
Abu Dhabi Commercial Bank (ADCB)’s net profit for 2005 has soared 
to a record US$520 million (Dh1.91 billion), an increase of 139%. 
 
The bank’s assets stood at US$15.65 billion (Dh57.5 billion) at the 
end of December 2005, as against US$10.43 billion (Dh38.3 billion) 
in 2004. 

MALAYSIA 
DIG investment given the nod 
Bank Negara Malaysia has issued approval for Dubai Investment 
Group (DIG) to start due diligence on its proposed strategic invest-
ment of up to 49% of Bank Islam Malaysia’s enlarged issued and 
paid-up share capital. The due diligence would be carried out by 
DIG’s subsidiary, Dubai Financial LLC. 
 
Bank Islam commented that this proposed partnership would join 
two premier centres of Islamic finance and also enable Bank Islam to 
fully recapitalize. 

CHINA 
Shamil Bank Islamic fund in China 
Bahrain-based Shamil Bank has launched the first ever Islamic prop-
erty fund for investment in the Chinese real estate market – the 
US$100 million Shamil China Realty Mudarabah.  
 
The four-year Mudarabah will invest in the Xuan Huang China Realty 
Investment Fund, a joint venture between Shamil Bank and the state-
owned Chinese conglomerate CITIC Group. The fund will undertake 
Shariah compliant, high quality investments in land development 
projects, residential, commercial and industrial properties. The Muda-
rabah will be targeted at institutional investors and high net worth 
individuals in the GCC. 

QATAR  
Al Rayyan IPO sparks frenzy 

Qatar was inundated by GCC nationals eager to buy shares in the 
new Islamic bank, Al Rayyan.  
 
The bank’s Initial Public Offering (IPO) was open from the 15th Janu-
ary to the 29th January to all GCC nationals. 
 
Manager of the IPO Qatar National Bank’s Deputy Director of Invest-
ment said: “Around one million applications for subscription in Al-
Rayan bank have been distributed. People are snapping up more 
applications than they need.”  
 
Shakarji also dampened expectations from subscribers that Al Ray-
yan would become the largest Islamic bank in the Gulf and Arab 
world: “I don’t think a bank can become ‘the biggest’ as quickly [as 
subscribers expect]. It [Al Rayan bank] is a good one, but it will need 
time before it becomes the largest,” he said. 

UAE (Dubai) 
DIB agreement with i -f lex 
Dubai Islamic Bank (DIB) has signed a global agreement with i-flex 
solutions to supply DIB’s global banking operations with FLEXCUBE 
services.  
 
A common banking platform will be used to consolidate its worldwide 
operations.  
 
“i-flex’s integrated and comprehensive Islamic banking platform will 
provide Dubai Islamic Bank with efficient operations via Straight 
through Processing, flexibility and quicker time to market for launch 
of new products and services,” said Nadeem Busheri, Group Head of 
IT, Dubai Islamic Bank. 
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MALAYSIA 
Stanchart seeks new outlets 
Standard Chartered Bank Malaysia (Stanchart) has announced its in-
tention to apply to Bank Negara Malaysia within the next two weeks to 
open four new branches in major cities across the country. 
 
Bank Negara recently announced that locally incorporated foreign 
banks are allowed to open up to four new branches within 2006. The 
Central Bank also said that foreign banks should reciprocate the 
greater operational flexibility given to them in Malaysia’s banking sector 
by becoming more integrated into the domestic economy. 

MALAYSIA 
Financing f inalized for Shuaibah 
Khazanah Nasional announced that Shuaibah Water and Electricity 
Co has closed the funding for Shuaibah Phase 3 Independent Water 
and Power Project.  
 
The US$2.5 billion (RM9.4 billion) total project cost will be funded by 
a multi-tranche financing comprising commercial facilities of US$875 
million, Islamic financing of US$210 million, export credit financing of 
US$400 million from Hermes and US$455 million from Export-Import 
Bank of Korea.  
 
The balance will come from internally generated funds and an equity 
bridge loan of US$500 million.  

UAE (Dubai) 
UAE stock returns to shrink 

Returns from UAE stocks are likely to slow to between 20% and 45% 
in 2006, down from more than 100% in 2005, with banks and Is-
lamic institutions probable to be the best bets. 
  
Shehab Gargash, Managing Director of asset manager Daman Secu-
rities, said he was “cautiously optimistic” about UAE stocks in 2006 – 
interest rates are low, money is still cheap, companies are continuing 
to report superb results, the economy is flush with liquidity and Initial 
Public Offerings were likely to continue. 
 
However, local companies will face challenges in deploying these 
funds and generating adequate returns, Gargash added. 

UAE (Abu Dhabi) 
UNB Islamic f inance co 
Chief Executive of Union National Bank (UNB) Mohammad Nasr Abdeen 
announced that it will set up a US$136.12 million (Dh500 million) real 
estate investment company and two Islamic finance divisions. 
 
Central Bank has approved the plan to establish the Islamic finance 
company – Al Waqaf – and to create an Islamic banking group in the 
bank: “The bank will own 25% of the shareholding in the Islamic fi-
nance company and the core business will be Islamic finance. But we 
are setting up an Islamic group within the bank to cater to the needs of 
people who want Islamic banking products and services that are 
Shariah compliant.”  

BAHRAIN 
GFH record results 
Gulf Finance House (GFH) announced record results for 2005 with a 
consolidated net profit of US$140 million, compared to US$57 mil-
lion for 2004, a growth of 147%. These results provided a return on 
equity of 47% (up from 32% in 2004).  
  
The Board of Directors recommended a record total dividend of 60%: 
48% in cash and 12% in shares.  

BAHRAIN 
US$230m debt on BSE 
The Bahrain Monetary Agency has listed US$230 million of six-year 
Islamic bonds, which were sold by the Central Bank last November and 
paid a coupon of 5.6%, on the Bahrain Stock Exchange (BSE). 
 
Bahrain is the second largest issuer of Islamic debt, with the equivalent 
of US$1.33 billion outstanding as of November 2005. 

KUWAIT 
Manafa’e to launch Islamic fund  
Kuwaiti Islamic firm Manafa’e Investment Company is expected to at-
tract US$342.3 million (KD100 million) in financial portfolios in its first 
year of operation.  
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BAHRAIN 
ABC results 
Arab Banking Corporation (ABC) announced a group net profit for 2005 
totalling US$129 million, an 18% increase on the net profit from con-
tinuing operations of US$109 million in 2004.  
 
Total income amounted to US$352 million and net interest income 
rose substantially to US$193 million. ABC Group’s total assets at year 
end amounted to US$17.6 billion, up from US$14.9 billion in 2004. 

BAHRAIN 
ABG plans IPO 
Albaraka Banking Group expects to register for a US$600 million–
US$700 million Initial Public Offering (IPO) by early April. The group 
had previously planned to sell shares worth between US$500 million 
and US$600 million. 
 
The bank has also upped the amount of Islamic bonds it plans to is-
sue in 2006 from US$200 million to between US$200 million and 
US$300 million (see the last issue of Islamic Finance News). This 
bond sale depends on the success of the IPO, which will probably be 
listed in Manama, Dubai and Kuala Lumpur.  

MALAYSIA 
Public Bank may make Asia General bid 
Public Bank may make another bid for Singapore insurer Asia General 
Holdings if the opportunity arises. It has stated that its interest in ac-
quiring an insurance business is “still strong and very positive.” 
 
The bank’s bid made last year for the insurance business was beaten 
by Southern Bank, which has since scrapped its plans to buy Asia 
General (see the last issue of Islamic Finance News). 

MALAYSIA 
Record profits for Public Bank 
The Public Bank group posted a record pre-tax profit of US$546.23 
million (RM2.05 billion) for the year ending on the 31st December 
2005, up 11% from US$492.99 million (RM1.85 billion) in 2004. 
 
The group’s net interest income and net Islamic banking financing 
income grew by 7% to US$770.13 million (RM2.89 billion) in 2005, 
underpinned by strong loan growth and improvement in asset quality. 
Total assets now stand at a record US$29.74 billion (RM111.6 billion), 
making Public Bank the third largest bank in Malaysia in terms of  
assets. 

The 2nd International Conference on Islamic Banking: 
Risk Management, Regulation & Supervision 

Le Meridien, Kuala Lumpur 
Tuesday, 7th – 8th February 2006 

Organized By:  Bank Negara Malaysia, IDB, IRTI Jeddah, IFSB 
 

The Fundamentals of Islamic Finance & its Applications in  
Modern Commercial Transactions 

Princeton Club, New York City 
Wednesday, 16th – 17th February 2006 

Organized By:  Infocast 
 

Islamic Finance Singapore 2006 
Hilton Hotel, Singapore 

Tuesday, 21st – 22nd February 2006 
Organized By:  IQPC Worldwide 

 

2nd Seminar on the Regulation of Takaful 
The Andaman Langkawi, Malaysia  

Thursday, 23rd – 24th February 2006 
Organized By:  IFSB 

 
Hedge Funds World Middle East 2006 

Madinat Jumeirah Hotel, Dubai 
Monday, 6th – 8th March 2006 

Organized By:  Terrapinn  

The 1st Islamic Banks & Financial Institutions Conference in Syria: 
“Islamic Banking’s Horizions” 
Le Meridien Hotel, Damascus 
Monday, 13th – 14th March 2006 
Organized By:  Al Salam for International Conferences & Exhibitions 
 

International Islamic Finance Forum Middle East 
Dubai, UAE 
Sunday, 19th – 22nd March 2006 
Organized By: IIR Middle East 
 

Securitisation World MENA 2006 
The Jumeirah Beach Hotel, Dubai, UAE  
Tuesday, 4th – 6th April, 2006 
Organized By: Terrapinn  
 
STEP Arabia Conference  
Emirates Tower Dubai  
Tuesday, 25th – 26th April 2006 
Organised by: STEP 

 
3rd Islamic Financial Services Board Summit: Aligning the Architecture 
of Islamic Finance to the Evolving Industry Needs  
The Phoenicia Intercontinental Hotel Beirut, Lebanon  
Wednesday, 17th – 18th May  2006  
Organized By: IFSB 

UAE (Dubai) 
Amlak appoints Promoseven 
Dubai-based Islamic finance company Amlak Finance has appointed 
Promoseven Weber Shandwick to be its public relations agents as of 
January 2006.  

UAE (Dubai) 
Standard Bank in Dubai 
Dubai’s Financial Services Authority has granted a licence to Standard 
Bank Dubai to establish a full overseas branch.  
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MALAYSIA 
Islamic index launched 
The Dow Jones Islamic Market Sustainability Index has been launched 
by Dow Jones Indexes and SAM Group. 
 
The world’s first index that merges Islamic investing principles and 
sustainability criteria, companies must be components of both the 
Dow Jones Islamic Market Index and the Dow Jones Sustainability 
World Index to be included in the index. 
 
The Index represents Shariah compliant companies determined to be 
corporate sustainability leaders: currently 105 companies are included 
in the index.  

BAHRAIN 
Riffa Views mortgage financer 
Bahrain Islamic Bank (BIsB) has been chosen to be the exclusive mort-
gage financer for new property development Riffa Views. 
 
The Shariah-compliant Ijarah Muntahia Betamleek will provide custom-
ers with mortgage finance for up to US$530,544 (BD200,000) with a 
repayment period extending up to 20 years, and includes Takaful in-
surance in case of the customer’s death.  
 
BIsB recently published its profits for the year 2005: net profits 
jumped to US$19.63 million (BD7.4 million), a 99% increase on 2004. 

UAE (Dubai) 
DIB rights issue 
Dubai Islamic Bank (DIB) has reported a 130% increase in net profit 
for 2005 to Dh1.061 billion. It also announced a 20% cash dividend, a 
20% bonus and plans to raise Dh3 billion through a two-for-three rights 
issue at a Dh2 premium.  
 
The bonus and rights issues, if approved, will increase the bank’s eq-
uity to Dh2.8 billion. The money raised will be used to fund acquisi-
tions and for its expansion plans to Turkey and within the GCC. 

MALAYSIA 
Largest ever bond sale 
Bank Pembangunan Malaysia has proposed a sale of up to US$1.87 
million (RM7 billion) in Islamic and conventional Medium-Term Notes 
(MTN) in Malaysia’s largest debt securities programme ever.  
 
President Datuk Abdul Rahim Mohd Zin said the money raised will be 
used to fund the group’s lending activities and working capital require-
ments, including that of SME Bank. Joint lead arrangers and joint 
bookrunners for the program are CIMB and HSBC Bank Malaysia.  
 
Following the merger of Bank Pembangunan with Bank Industri  
& Teknologi Malaysia in Oct 2005, Bank Pembangunan is wholly 
owned by the Minister of Finance Inc and operates as a development 
financial institution mandated to provide medium to long-term financ-
ing to the high technology, maritime and infrastructure sectors (see 
Ratings Update). 

UAE (Sharjah) 
Profits leap for Bank of Sharjah 
The Bank of Sharjah has announced a net profit growth to US$164 
million (Dh602.8 million), an increase of 340% on its 2004 profit.  

KUWAIT 
Consistent performance from Markaz 
Islamic fund 
Kuwait Financial Centre (Markaz)’s flagship local investment funds, 
including a Shariah compliant fund, are performing well, surpassing 
market benchmarks. 
 
Markaz’s Islamic Fund has returned an 80% yearly average since its 
inception in October 2003, as of year end 2005.  

TURKEY 
DIB to buy MNG Bank 
Dubai Islamic Bank (DIB) has announced that it is currently in the 
final stages of negotiation to buy MNG Bank of Turkey for US$160 
million.  

UAE (Dubai) 
Mortgage rate hike from Amlak 
Amlak Finance has raised its mortgage rates for existing clients to 
7.5%, citing the international 2.25% increase in financing rates over 
the past 12 months as the reason behind the 0.25% rise.  
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UAE (Dubai) 
Limited Partnership Law released 
The Dubai International Financial Centre (DIFC) Authority and the 
Dubai Financial Services Authority (DFSA) released for consultation 
the Limited Partnership Law, DIFC Law No. 1 of 2006, and the ac-
companying Limited Partnership Regulations.  
 
This legislation, which will be applied exclusively in the jurisdiction of 
the DIFC, is aimed at establishing a purpose–built vehicle for the 
formation and operation of fund management activities, providing 
the framework for the creation and registration of limited partner-
ships in the DIFC. 

UNITED KINGDOM  
FSA approval close for EIIB 
The Financial Services Authority (FSA) of the UK has informed the 
European Islamic Investment Bank (EIIB) that it intends to grant the 
bank authorization to open for business from March. 
 
Once the London-based bank’s systems and IT control forms have 
been approved, it will become the first Shariah compliant independ-
ent investment bank to be regulated by the FSA. 

UAE (Dubai) 
DIB join the Charity Dirham init iative 
Dubai Islamic Bank (DIB) has joined with the UAE Red Crescent Soci-
ety to participate in an ongoing joint venture humanitarian project – 
The Charity Dirham – to enable society to make voluntary donations 
to the homeless and orphans.  
 
DIB account holders can donate funds through DIB’s ATM machines. 
The donation will be deducted from the donor’s current account and 
credited to the account of the UAE Red Crescent Society.  

UAE (Dubai) 
9th I IFF in March 
The 9th International Islamic Finance Forum (IIFF) will take place in 
Dubai from the 19th–22nd March 2006 under the patronage of His 
Highness Sheikh Mohammed Bin Rashid Al Maktoum, Vice-President 
and Prime Minister of the UAE and Ruler of Dubai. 
 
Over 50 expert speakers will discuss a diverse range of topics includ-
ing asset management, socially responsible investing, the prospects 
for Islamic retail finance, Islamic jurisdictions, Islamic credit cards, 
online banking, mortgages and insurance. 

UAE (Dubai) 
DIB in 130% profit  hike 
Dubai Islamic Bank (DIB)’s financial results for 2005 show a net 
profit for the year ending on the 31st December 2005 of US$288.86 
million (Dh1.061 billion), rising by 130% from 2004.  
 
This strong performance prompted the Board of Directors to propose 
a bonus share dividend of 20% and a cash dividend of 20%. The 
Board of Directors also approved an increase in the bank’s paid-up 
capital by US$272.25 million (Dh1 billion) to reach US$680.62 mil-
lion (Dh2.5 billion), with a suggested premium of US$0.54 (Dh2) per 
share.  

UAE (Dubai) 
TNI receives DIFC licence 
The National Investor (TNI) has become the first UAE-based invest-
ment bank to be authorized by the Dubai Financial Services Authority 
to operate from the Dubai International Financial Centre (DIFC). The 
company also plans to become a member of the DIFX in the future.  
 
Dr Omar Bin Sulaiman, Director General of DIFC Authority, com-
mented: “We welcome our first UAE based member to the DIFC. The 
fact that the DFSA has licensed TNI, reflects a sophisticated level of 
service and the high standards of the organization. We look forward 
to welcoming more GCC and UAE based organizations.”  

MALAYSIA 
CIMB listing over 
Shares in CIMB have been suspended ahead of the complete de-
listing from Bursa Malaysia, as part of the restructuring of CIMB Bu-
miputra-Commerce Bank (BCB) (see story in the last issue of Islamic 
Finance News). 
 
CIMB shares were listed from the 8th January 2003 until the 24th 
January 2006 – the shortest listing history, making CIMB one of Ma-
laysia’s most successful listed companies, with a total shareholder 
return of 334% over three years.  

KUWAIT 
MTC in largest telecoms loan? 
Mobile Telecommunications Co (MTC) has revealed it is seeking a 
US$5 billion syndicated loan – the largest to date for a Middle East 
telecoms company.  
 
Bids to lead manage the five-year facility are currently being  
accepted by the company. Proceeds from the loan will be used for 
general corporate purposes. 
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NEWS BRIEFS 
Ratings Update 

ARL Power Islamic debt securit ies 
Malaysian Rating Corporation (MARC) has reaffirmed the ratings of 
ARL Power’s US$47.16 million (RM177 million) Al Bai Bithaman Ajil 
Secured Serial Bonds and US$13.32 million (RM50 million) Islamic 
Medium-Term Notes at A+ID. 

 
The company’s stable cash flow, a long-term fuel supply contract and 
an issue structure which promotes the scheduled amortization of the 
Islamic debt led to this reaffirmed rating. However, weaknesses in-
cluded the increase in the maintenance costs of the plant’s engines; 
declining operating profit margin; relatively high debt level; and limited 
financial flexibility. 

 
Reaffirmation for Putrajaya Holdings 
The long-term issuer rating of Putrajaya Holdings has been reaffirmed 
by the Malaysian Rating Corporation (MARC) at AAA. The short-term 
rating of MARC-1 has also been reaffirmed, as have the company’s 
Islamic corporate debt ratings of AAAID/MARC-1ID in respect of its 
US$203.83 million (RM765 million) Bai Bithaman Ajil (BBA) Bonds 
Issuance Facilities; US$151.85 million (RM570 million) BBA; 
US$226.49 million (RM850 million) BBA; US$226.49 million (RM850 
million) BBA; US$242.47 million (RM910 million) Murabahah Com-
mercial Papers/Medium-Term Notes Program; and US$399.68 million 
(RM1,500 million) Murabahah Notes Issuance Facility.  

 

Gas Malaysia Islamic debt rated 
Malaysian Rating Corporation (MARC) has affirmed the ratings of Gas 
Malaysia’s US$53.29 million (RM200 million) Al Murabahah Commer-
cial Paper/Medium-Term Notes Program and US$133.22 million 
(RM500 million) Al Murabahah Medium-Term Notes Issuance Program 
at MARC-1ID/AA+ID and AA+ID (Islamic Debt) respectively. 

 
This reflects the company’s strong ownership structure; highly regu-
lated industry; dominant position in the gas distribution business; 
efficient operations; and strong financial profile. 

 

Pembangunan’s debt facil ity rated 
Rating Agency Malaysia (RAM) has granted a long-term rating of AA1, 
with a stable outlook, to Bank Pembangunan Malaysia’s proposed 
conventional and Islamic Medium-Term Notes Programs of up to 
US$1.865 million (RM7 billion). 

 
The government ownership of the company and its strategic national 
developmental role were considered by RAM, as was the support re-
ceived from the government to date (see earlier News Brief). 

 

KLIA’s Islamic debt facil ity reaffirmed 
Rating Agency Malaysia (RAM) has reaffirmed the AAA(s) rating of KL 
International Airport’s US$1.081 billion (RM4.06 billion) Bai Bithaman 
Ajil Notes Issuance Facility, with a stable outlook. This is based on the 
Government of Malaysia guarantee to repay all amounts due under 
the KLIA Notes Facility. 

Downgrade for IRIS Islamic debt 
Rating Agency Malaysia (RAM) has downgraded the long-term rating 
of IRIS Corporation’s US$35.97 million (RM135 million) Bai Bithaman 
Ajil Islamic Debt Securities from A2 to A3. It has also downgraded the 
long-term rating of the US$15.99 million (RM60 million) Bai Bitha-
man Ajil Islamic Debt Securities issued by IRIS Corp’s wholly owned 
manufacturing subsidiary, IRIS Technologies, from A2 to A3 and the 
long-term rating of IRIS Tech’s US$10.66 million (RM40 million) Mu-
rabahah Commercial Papers/Medium-Term Notes Program from A2 
to A3. The short-term rating of P2 has been reaffirmed. All three is-
sues have maintained their negative rating outlook. 
 
The IRIS Group manufactures smart cards, provides technology con-
sultancy services, implements research and development activities, 
and provides smart card infrastructure and software support systems. 
 
This downgrade is premised on the shift in IRIS Corp’s business pro-
file, given its heavier dependence on overseas projects to support its 
future cashflow. 
 

Musteq Hydro’s Islamic bonds 
The A2 rating of Musteq Hydro’s US$28.78 million (RM108 million) Al 
Bai Bithaman Ajil Fixed-Rate Serial Bonds has been reaffirmed by 
Rating Agency Malaysia (RAM) and the rating outlook has been re-
vised from stable to negative. 
 
Musteq Hydro is an independent power producer that holds a licence 
to build, own and operate a 20mw hydro power plant in Kelantan. The 
plant’s poor performance and unresolved management issues have 
led to RAM’s downgrade in rating outlook. 
 
 

Regulations for Credit Rating Agencies 
Regulations in the US$53.29 billion (RM200 billion) bond market will 
be tightened in light of the recent defaults of Pesaka Astana and ABI 
Malaysia which threatened investor confidence. An oversight frame-
work for credit rating agencies through a system of recognition will be 
introduced. 
 
Rating agencies will now have to meet a set of minimum standards 
and comply with the international IOSCO code of conduct before they 
can issue credit ratings. These new rules should inspire confidence 
among investors in the bond market. 
 

Second Finance Minister Tan Sri Nor Mohamed Yakcop said: “It is 
imperative that the credibility of domestic credit rating agencies be 
maintained through a formula of high standards of due diligence, 
independence, transparency and accuracy of credit assessment as 
well as timely dissemination of rating information to the market.” 
 
Rating Agency Malaysia (RAM) has launched Malaysia’s first bond 
pricing agency, Bondweb Malaysia. Islamic Finance News publishes 
exclusive data from Bondweb for the Malaysian Islamic bond industry 
(see page 23 below). 

MALAYSIA 
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NEWS BRIEFS 
Ratings Update 

Sharjah Islamic Bank ratings raised 
Capital Intelligence has upgraded from BBB- to BBB the foreign cur-
rency long-term and the financial strength ratings of Sharjah Islamic 
Bank, following a substantial increase in its capital and a sharp growth 
in its balance sheet and profitability. 
 
The short-term rating of A3 and the support rating of 3 have both been 
maintained. The outlook is positive. 
 
Sharjah Islamic Bank raised its capital from US$191.66 million 
(Dh704 million) to US$556.48 million (Dh2.044 billion) in the first 
quarter of 2005 and have since targeted growth going forward. 

OMAN 

UAE (Sharjah) QATAR 

UAE (Dubai) 
Fujairah branch for DIB 
Dubai Islamic Bank (DIB) revealed it will open a new branch in  
Diba, Fujairah Emirate, bringing the country’s total number of 
branches to 27.  
 
Mohammad Al Ameery, Senior Vice–President and Head of Branches 
for DIB said:  “The expansion of the bank’s network reflects the rapid 
growth of demand on Islamic financial solutions.”  

IDB signs MoU with UK charity 
The Islamic Development Bank (IDB) signed a Memorandum of Un-
derstanding on the bank’s 30th anniversary with the UK’s The 
Prince’s Trust, of which Prince Charles is President. 
 
The Prince of Wales commented: “I was amazed to learn that the 
Islamic home financing in the UK will reach £1.4 billion by 2009,” he 
said. “I also know that the City of London will live up to its reputation 
in leadership and innovation and grab this opportunity to cooperate 
with the Islamic financial institutions.” 
 
The Prince of Wales outlined the work of The Prince’s Trust, which 
gives loans to young people who wish to start up their own ventures. 
The loans it provides to young Muslims are fully Shariah compliant.  
 
“With the support of the IDB, my charities will be able to increase 
their efforts to address the challenges we face in Britain’s cities and 
help those younger British Muslims who feel they have little or no 
stake in society to play a fuller part in the country’s affairs,” the 
Prince said.  

EGYPT 
Bids in for Cairo Far East 
Five bids from five banks have been put in to buy 100% of Cairo Far 
East Bank. 
  
The bidders are: Union National Bank and Mashreqbank of the UAE, 
Qatar International Islamic Bank, Audi Bank of Lebanon and Egypt’s 
Societe Arabe Internationale de Banque. 

JORDAN 
Arab Bank Group record profits  
The Arab Bank Group earned its highest net profit since its inception 
75 years ago in 2005. Profits rose 53% to US$503.2 million. 

UAE (Dubai) 
Islamic f inance co for RAK Bank 
RAK Bank is awaiting approval from the UAE Central Bank to set up 
an Islamic finance company, which will be involved in asset-based 
financing. 
 
RAK Bank wants to diversify its business and take advantage of the 
growing demand for Shariah compliant products. 
 
RAK Bank’s net profit for 2005 reached US$50.37 million (Dh185 
million), up 43% on last year. The board of directors proposed a stock 
dividend of 30%. 

SYRIA 
Islamic banks for Syria 
Syria’s Deputy Prime Minister for Economic Affairs Abdullah Al Dardari 
has announced that Islamic banks will open in Syria for the first time. 
 
Applications for licences to establish Islamic banks in the country are 
currently being welcomed from Arab banks and financial institutions. 
Kuwaiti firm Al Shall Investment and Consulting Company has almost 
completed the procedures for establishing an Islamic bank with a 
capital of US$100 million.  
 
In 2002 the Syrian government allowed commercial banks to open in 
the country, as part of Syria’s economic reform program. 

BAHRAIN 
BIsB signs ITS tech deal 
Bahrain Islamic Bank (BIsB) has signed a multi-million dollar contract 
with International Turn Key Systems (ITS) for the provision of tech-
nologies and solutions including an Islamic finance system, core 
banking, branch automation, internet banking and technical services.  

Fitch affirms Doha Bank ratings 
Fitch Ratings has affirmed Doha Bank’s ratings at support 2, as it is 
likely that the Qatari authorities would support the bank if necessary. 
Doha Bank’s individual rating has been affirmed at C/D, which is a 
reflection of the bank’s well-established domestic franchise, strong 
financial performance and improving asset quality. 
 
 
 
 

Fitch upgrades for Bank Muscat 
Bank Muscat’s long and short-term ratings have been upgraded by 
Fitch from BBB to BBB+ and from F3 to F2 respectively. The ratings 
agency also reaffirmed the individual C rating, support 2 rating and 
the stable outlook. 
 
Fitch’s upgrade is a reflection of Bank Muscat’s dominant franchise in 
Oman, as well as its consistent profitability, sound capitalization, di-
versified funding structure and improving asset quality. There is a high 
probability of support from the Central Bank of Oman, if required. 

UNITED KINGDOM 
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All divine religions emphasize the prohibition of usury. 
Some IT solutions enable the worldly requirement of  
Information Technology (IT) systems to be used without 
any incredulity. As depositors in Islamic banks are share-
holders, integrated core banking systems can provide a 
suitable infrastructure for transaction recording and man-
agement by all chains of participants. At the end of the 
process, the yields from the depositors’ investment capi-
tal, which has been invested in real economy, can be dis-
tributed by safe delivery channels such as branches, ATM, 
WEB, and Meaningful WEB. IT (such as BPR, ERP, CRM, 
SCM, MES, MEX, HRM, WFM, which use single and inte-
grated data warehouses), accompanied by a standardiza-
tion in all processes, not only prepares the Profit and Loss 
Sharing (PLS) mechanism as the main difference be-
tween conventional and non-usury banking, but also sim-
plifies risk management and minimizes the operational 
risk in comparison with conventional non-usury banking. 
 

Banks as economic firms are active in two markets. On the one hand, 
they demand financial resources from depositors (in a deposit re-
sources market) and on the other hand, they supply credit to investors 
(in a credit market). Conventional banks do not act as financial interme-
diaries who receive a fraction of investment returns from two parties of 
contracts as charges. If banks did act as intermediaries, then many 
usuric juristic problems of conventional banking activities would be 
eliminated. Conventional banks act as economic firms and maximize 
their profits or minimize their interest and non-interest costs with a 
mark-up price. Conventional banks’ profit function can be seen by the 
following formula, which is not compliant with Islamic principles:  
 

 

 

 

 

 

 

 

 

 

 

 

 
Due to the lack of IT penetration in the operational, supervisory and 
even managerial processes of conventional banks, the administration, 
personnel and overhead costs are less flexible and effective. Therefore, 
assuming the constant total cost of administration (office, organiza-
tional, amortization, tax, personal) and revenue (offering banking ser-
vices to customers), the expression: “Revenue of credit supply to inves-
tors minus interest payment to deposit holders” will maximize the 
profit. Just as shown, there is not a simultaneous and systematic rela-
tionship between the interest payments to deposit holders and the 

INDUSTRY REPORT 
Implementing IT to Fulfil the Profit and Loss Sharing Mechanism 

By Bijan Bidabad and Mahmoud Allahyarifard 

revenue of credit supply to investors. In other words, in Islamic  
banking the profit the banks make from financial transactions made 
with the depositor’s resources should be distributed among depositors 
after the deduction of operational costs. (In modern banking in devel-
oped countries, implementing IT-based systems has decreased over-
head costs.) Two major problems are encountered to access this 
mechanism: 
 

• In conventional banking, depositors are not bank shareholders. 
This fundamental problem can be solved by the application of a 
newly defined special banking system named the Non-Usury Bank 
Corporation (NUBankCo) (This was explained by Bijan Bidabad at 
the 3rd International Islamic Banking and Finance Conference, 
Monash University, Kuala Lumpur, Malaysia, 16th–17th November 
2005. www.geocities.com/bijan_bidabad/sherkat6.htm.) 

• Profit (interest) distribution to depositors is subject to long delays 
as auditing processes at the end of each financial year are final-
ized. These delays can be minimized by using IT systems, leading 
to a swifter distribution of profits based on the PLS mechanism. 
The heavy overhead costs in conventional banking mean that en-
deavours to implement the PLS mechanism would not be very 
successful. Thus IT and ICT systems could initiate new opportuni-
ties to implement the PLS mechanism and reduce overhead costs 
in conventional banking also. 

 
In the Quran, Torah and Bible, the prohibition of usury is explicitly de-
clared. However, there are many differences in definition of usuric 
financial operations. The definition of usury has been scrutinized to 
establish some criteria distinguishing usuric from Islamic transactions. 
The criteria for Islamic transactions are: 
 

• The loaner must share in the profit/loss of the economic activity of 
the loanee. 

• The rate of interest must not be determined and conditioned be-
fore.  

• Interest in consumption loans is usury. 
• Foreign currency exchange (without interest) is not usury. 

 

If we accept the above criteria for Islamic banking operations, then IT 
systems may be used as an important part of optimizing the efficiency 
and effectiveness of this type of banking.  
 
In NUBankCo the depositors are stakeholders, and therefore invest-
ment return should be distributed among them proportionally, based 
on the amount of their own deposits. The most important factor lead-
ing to the ineffectiveness of Islamic banking achieving the PLS mecha-
nism is the inability to distribute the bank’s profit at the end of each 
financial period. The incapability of conventional Islamic banking to 
achieve the PLS mechanism comes from the disconnectivity of the 
profit and loss accounting systems and real economic returns from 
economic activities, thus causing ambiguity in the non-usuric nature of 
transactions. Generally, the main factors preventing PLS fulfilment are 
as follows: 
 

• There is no systematic connection between depositors (as the 
suppliers of the financial resources, or as the bank’s stakeholders) 
and loaner (as real investors or business partners of the bank). 

• The impossibility of creating a specific portfolio for each depositor; 
and precise accounting of his yields by conventional, traditional, or 
semi-automatic systems. 

Continued... 

Max profit of bank 

= 
Revenue of credit supply to investors in different  

contracts and different loan interest rate 

– 
Interest payment to deposit holders for all deposit types 

and different deposits interest rate 

+ 
Revenue of offering banking services to customers 

– 
Total cost of administration office, organizational,  

amortization, tax, personal 
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• The existence of different profit (interest) rates for different term 
deposits based on the duration of their returns is a source of 
fluctuation in financial markets and causes the unfair distribution 
of deposit holders returns. Since the different interest rates are 
not equal to the real economy rate of return, it will contradict the 
PLS mechanism. 

• The multiplicity of loan and deposit interest rates and their differ-
ence from a real economy rate of return causes an unfair distribu-
tion of profits from financial activities and is contradictory to the 
PLS mechanism. 

• In order to complete the PLS mechanism, bank stakeholders 
should be bank depositors. Therefore the bank, instead of maxi-
mizing shareholder profits, would maximize depositors’ profits. 

The Conceptual Architecture Model of new Islamic banking is organ-
ized under broad headings of Foundation, Products/Services and 
Customers and also External Interfaces. IT systems for core banking 
include BPR, ERP, CRM, SCM, MEX, HRM, WFM; for transformation 
management include Knowledge Management, Standardization, Ana-
lytics/Business Intelligent, Risk Management, Business Rules Engine, 
Fraud Management, Process Improvement; and for the system secu-
rity policy inside core banking include Auditing, Network Connectivity, 
Access Control, Documentation, Object Reuse, Protection Domain, 
Identification and Authentication, Penetration Testing. These are cate-
gorized as foundations. Customers (including government, enterprises 
and individuals), products (including investment deposit, Gharz-al-
hasaneh deposit), and services (including foreign currency exchange) 
are categorized as products/services and customers with integrity 
accounting systems such as real time General Ledger (GL). External 
interface is one of the most important components of Islamic core 
banking, and is vital for new Islamic banks to access data information 
resources which produce information in outer networks and are very 
important for the fulfilment of the PLS mechanism. Data producers 
and information resources may include Central Bank, government, 
SWIFT, business partners, investors, stock exchange agencies, insur-
ance companies, agricultural product exchange agencies and other 
exchange market information generators. Some of the main proper-
ties of new Islamic core banking as modern conventional banking 
capabilities are as follows: 
 

• Straight Through Processing (STP) or END TO END processing. 
• Real-time capabilities. 
• 24×7. 
• Scalable. 
• Robust multi-lingual solutions. 
• Multi-currency.  
• International as well as localized regulatory reporting environ-

ment. 
• J2EE or .NET platform and standards. 
• DB2, Oracle and SQL Server databases. 
• C++, XML, SOA. 

  
The conceptual architecture model components are as follows:  
 
Foundations or infrastructures 
The executive prosperity of modern non-usury banking depends  
upon suitable technical, telecommunication, cultural, educational and 
legal infrastructures. In the case of asymmetric dis-coordination in 
infrastructural chains, e-banking will fail. 

INDUSTRY REPORT 
Implementing IT to Fulfil the Profit and Loss Sharing Mechanism (continued...) 
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Standardization 
Before designing and implementing IT systems, it is necessary to define 
operational, supervisory and management standards. International 
standards and supervising organizations on banking operations – such 
as the Basel Committee – do not cover all of Islamic banking needs. 
Therefore, Islamic countries have been planning to establish new or-
ganizations to standardize and codify uniform regulations for the super-
vision of Islamic banking activities. Important organizations in this rela-
tion are Accounting and Auditing Organization for Islamic Financial Insti-
tutions (AAOIFI), Financial Stability Forum (FSF) compendium stan-
dards, and The Islamic Financial Services Board (IFSB). 
 
IT-based systems 
IT systems should be integrated, and inter-network or outer-network 
separated units should be avoided. New IT architecture will be based 
on integration management of IT and ICT and all a firm’s systems will 
use a unique data warehouse or information database management, 
integrated and based on automatic interaction and transfer of informa-
tion among databases. All information resources in the inter-network 
and outer-network will connect together and will create an IT master 
solution for implementing PLS mechanism.  
 
Implementing and applying integrated IT systems (BPR, ERP, CRM, 
SCM, MEX, HRM, WFM) lets architectural feasibility for initiating a com-
prehensive integrated system by connecting the information resources 
of bank, depositors, insurance companies, investors, business partners 
and also capital markets through establishing NUBankCo. 

INDUSTRY REPORT 
Implementing IT to Fulfil the Profit and Loss Sharing Mechanism (continued...) 

IT systems can connect Islamic banking information resources like 
links of a chain, so depositors – as stakeholders of a company – will 
be investment patrons, which is an integral purpose of Islamic bank-
ing. Interaction between Islamic banks and business partners can be 
done in different ways.  
 
Products and services in a new Islamic bank 
Conventional products and services in Islamic banking may belong to 
the following categories: 

 

• Depositories. 
• Loaning. 
 

Deposits include Gharz-al-hassaneh or investment accounts. Gharz-
al-hasaneh in the jurisprudential terminology is the transfer of prop-
erties to a person without receiving the equivalent property. Since 
governments should meet the needs of needy people and make pro-
vision for them to access minimum livelihood conditions, they should 
collect money resources from tax and duties – or in Islamic countries 
from tithes (zakat) for financing the minimum livelihood of those in 
need. The strategic purpose of an economic enterprise – profit maxi-
mization – is incompatible with giving money for free and it could not 
be expected that even an Islamic economic enterprise would accept 
responsibility for social security affairs. 
 
Loan requirements for fundamental needs could be marriage expen-
ditures, marriage provisions, medical expenditures, building mainte-
nance repayment costs, educational allowances, building allowances 
for villagers, etc. 
 
If a new Islamic bank wants to supply these types of products to cus-
tomers, then banks could make provision for an Islamic framework 
such as a Hebeh contract, and collect the necessary resources in the 
following ways: 
 

• Governments can pay money for those in need through its social 
security duties, thus supplying government resources to con-
sumption loan applicants through banks as delivery channels. 

• Non-usury banks could deliver Gharz-al-hasaneh deposits for 
loan applicants (if the criterion of free loan is removed). 

 
Hebeh contracts may be applied as outsourcing, so depositors can 
put their money resources in trust with the bank and then introduce 
those who are needy and eligible to receive consumption loans. Thus 
they use this resource and the loaner repays the instalments without 
surpluses. Islamic banks can collect commission fees according to 
the contract from one or both sides of the transaction for its interme-
diary services between depositors and loaner. 
 

Regarding investment accounts, new Islamic banks can do as  
follows: 

Continued... 

Workflow Management (WFM) 
WFM makes it possible to determine the participant’s roles and suit-
able principles for tracing messages, transactions and information 
among participants and databases. WFM systems can trace the 
physical and financial progress of investment projects based on 
Musharakah and Mudarabah contracts. It is expected that integrat-
ing internal WFM systems with external e-commerce systems be-
cause of the size reduction of business enterprises and increasing 
their efficiency will develop. 

IT sub-systems 
Business Process Reengineering (BPR) 
BPR looks to strengthen high value added and eliminate low value 
added processes. Application of IT and then BPR in the production of 
goods and services causes a decrease of overhead costs. In traditional 
business, BPR improves the processes, but a new generation of BPR in 
IT-based business causes structural upheaval in processes. 
 
Enterprise Resource Planning (ERP) 
ERP systems embrace all information resources in the inter-network 
and even in the outer-network and link information resources together. 
 
Customer Relationship Management (CRM) 
IT-based businesses are customer oriented. Modern CRM systems are 
over-shadowed by the new technology of Meaningful WEB, which re-
sponds to customers automatically and will even assess the willingness 
of customers after delivery of goods or services. 
 
Supply Chain Management (SCM) 
A SCM system covers all connection processes occurring during trans-
actions between banks and suppliers. 
 
Manufacture Executive Systems (MES) 
This system is installed and added as a class or module to ERP sys-
tems and interacts between the executive layer of producer enterprises 
as a counterpart or investment partner and bank. This system will 
cover all production processes. 
 
Human Resource Management (HRM) 
This system should contain the interactive and online capabilities of 
economic, training, educational and cultural, favourites and the 
hobby/entertainment needs of employees. Knowledge-based busi-
nesses are based on knowledge-worker and thus determining the qual-
ity of organization as knowledge-mapping and knowledge-management 
are possible through HRM. 
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• Establish a stock exchange agency or other exchange market and 
customer portfolio proportional to the amount of the deposits. In 
this way stock exchange agencies will invest the resources of cus-
tomers in financial markets, and the portfolio of each customer is 
specified, with an encrypted certificate of deposit sent to the cus-
tomer through digital channels. To increase security, digital certifi-
cate authorities confirm issued certifications. 

• Direct investment by an investment company belonging to the non-
usury bank. Non-usury banks can accomplish direct investment by 
establishing investment companies. Project durations and their 
yield scheduling should be suitable, with bank liquidity risk to cover 
principle and return of depositor investment. The investment com-
pany, by evaluating projects, makes the necessary provisions to 
invest or participate in investment projects. Therefore it is neces-
sary that the investment company forecasts the duration of invest-
ments and their returns, and should manage the risks of projects 
with the assistance of insurance companies. The investment com-
pany introduces and proposes securities and shares to customers 
and depositors. Customers invest through purchasing the invest-
ment company’s shares, and can monitor the physical, financial 
and managerial progress of projects by the CRM system. 

 

Non-usury banks consider and monitor all transactions by Real Time 
Gross Settlement (RTGS) systems and estimate project progress trend, 
investment return and expenditures by applying WFM systems. There-
fore investment profit or loss will be shared among depositors and busi-
ness partners by the proportion of their shares. 

Distribution of profit is a complex process in Mushrakah and Mudara-
bah contracts which involve integrated systems supporting multi-
currencies and WFM systems in different layers. Interactive and inte-
grated capabilities and the existence of standards of information will 
initiate connectivity capability among other intranet systems such as 
SWIFT, Central Bank as the administrator of the Automatic Clearing 
House (ACH) and RTGS, with other internal or external banking inter-
faces. The RTGS system monitors and manages daily liquidity risk both 
at bank and customer levels. RTGS should possess information re-
source integrity and, as a module of the plan, should be able to perform 
end-to-end processing in a way that all payment transactions be man-
aged through delivery channels such as SWIFT, fax, email, telephone, 
telex and mobile devices. The process will be managed with minimum 
human interference, minimum error, high security aspects and confir-
mation acknowledgments. Integrated information system properties 
such as payment order message processing and tracing capability, 
transaction auditing, will be done by WFM. 
 

IT systems, accompanied by complementary information systems, can 
connect Islamic banking information resources like links of a chain, so 
depositors as stakeholders of a company will be investment patrons, 
which is an important purpose of Islamic banking. Interaction between 
Islamic banks and business partners can be done in different ways. The 
items below summarize IT-based Islamic banking in comparison with 
conventional Islamic banking in three categories. Details in each cate-
gory are indicators of the high efficiency and effectiveness of IT-based 
Islamic banking in comparison with conventional Islamic banking. 
  

• Transparency in PLS mechanism establishment: 
 

1. Initiate a systemic connectivity and transparent relationship 
between components. 

INDUSTRY REPORT 
Implementing IT to Fulfil the Profit and Loss Sharing Mechanism (continued...) 

Continued... 

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” 
 

There are a limited number of sponsorship packages avail-
able 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 sec-
tor. Sponsorship offers you the chance to target your cur-
rent and potential 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. 

Real Time Gross Settlement (RTGS) 

IT in Islamic banking and conventional banking 



 

www.islamicfinancenews.com 

Page 15 6th February 2006 ©        

Conclusion 

2. Eliminate time factor in profit progressive calculation. 
3. Increase competition for investment in real economy because of 

existence of WFM capabilities.  
4. Enjoyment of all components from real economy activities. 

 

• Economical, financial, social effectiveness. 
• Stability in financial markets and prevailing FSF standards. 
• Standardization in operational, supervisory and management proc-

ess. 
• Access to international markets. 
• Satisfaction and tranquility of customers. 
• Decrease of investment costs and increase of production in soci-

ety. 
• Dampening money laundering activities. 
• Depositors will derive actual investment returns of economic activi-

ties. 
• Expansion and development of social justice in society through 

better allocation of resources. 
• Risk management. 
• Less operational, liquidity, market and morality risk. 
• Continual accounting and auditing process capabilities on Moshra-

kat or Mudarabah contracts by use of WFM system. 
• Transparency of the financial situation of the bank and accessible 

actual capital adequacy ratio for embracing liabilities. 
• Ability for international Islamic inter-bank financing. 
• Attraction of customers and expansion of market because of sound 

financial stability resulting from real economy yields. 
 
 

 

• In spite of various attempts by Islamic and non-Islamic countries to 
execute Islamic banking, there has been no important achievement 
in the general understanding of Islamic transactions and their stan-
dards. One of the important proposals to fulfil Islamic banking is 
NUBankCo. 

• Fulfilment of the PLS mechanism and the establishment of 
NUBankCo will be more realistic and more effective by applying IT-
based systems such as BPR, ERP, CRM, SCM, MES, HRM, WFM 
and K-M. All these systems use a unique data warehouse, are com-
ponents of a unique system and are capable of handling specific 
functions. 

• This capability requires external interfacing, gateway and RTGS 
with security characteristics of integrated information. 

• Standardization in all processes of operational, supervisory  
and managerial aspects should be done by an independent  
organization. 

INDUSTRY REPORT 
Implementing IT to Fulfil the Profit and Loss Sharing Mechanism (continued...) 
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Mahmoud Allahyarifard is an expert of IT, Research and Development 
Department, Bank Melli Iran; office: +98 21 88916343, mobile: +98 
912 5843192, fax: +98 21 88905436, email: alahyari-
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According to recent research conducted by Cap Gemini 
(Lorenz Analysis), the average annual growth rate in the 
Middle East region will be the fastest in the world at 
9.1%, even beating the global economic powerhouse 
China. With oil prices at their highest historical levels, 
massive foreign investment, the ascension of the  
Kingdom of Saudi Arabia to the World Trade Organiza-
tion (WTO) and the emergence of the Islamic finance 
sector, the Middle East and particularly the Gulf region 
(for the purpose of this discussion those countries within 
the Gulf Cooperation Council (GCC)) look unstoppable. 
For the banks and specialist institutions in the region, 
many would say that there is no limit to the potential  
for growth. However, the reality is that a number of  
challenges exist and if local players do not adapt,  
they will find themselves struggling to capitalize on 
these opportunities. 
 

Saudi Arabia, Kuwait, Bahrain, the UAE, Qatar and Oman have all  
allowed, to varying levels, the opening up of competition in the bank-
ing and finance sector. Major international players like HSBC and 
Citigroup are entering the market with a concerted effort to capture 
market share, probably in an attempt to make up for lost time. 
HSBC’s Amanah branding has seen the UK and Hong Kong based 
majors enjoying rapid growth and brand awareness. Many of the 
wealthiest individuals in the Gulf have, or have held, large assets un-
der management with banks like Citibank (CitiGold), UBS and private 
banks off-shore, particularly in respect to foreign exchange holdings. 
Thus it is not surprising that these foreign players are making traction 
quickly.  
 
Some of the local players believe their unique understanding of local 
markets and customs is a key differentiator that to some extent will 
protect them from these foreign players. The reality is very different – 
poor customer service, immature product range, under-developed 
advisory skills and lack of flexibility is taking its toll. The local players 
must invest in business performance and improvement now if  
they are to survive; however, consolidation in the banking sector is  
a certainty.  
 

Human capital has customarily been undervalued in the Gulf as a 
passive resource. The strong hierarchical management structures and 
traditional business processes have produced a lack of middle  
management decision-making capability, and lack of incentive to  
improve front line performance. This is now taking a heavy toll.  
 
Let us examine the most profitable retail banking arena of wealth 
management and private banking. Knowing that these high net worth 
customers are at risk, many of the banks have pursued an aggressive 
recruitment drive to hire relationship managers and second tier  
management, but there is only a limited supply of expertise in the 

MARKET REPORT 
The Future of Banking in the Middle East 

By Professor Brett King 

region. Thus compromises on quality of staff are being made, and 
where development training should be taking place, many are  
procrastinating in making the commitment to strong development 
programs because of the lack of professional development culture 
within the organization. Most banks in the region need to increase 
training budgets by 300%–500% if they are to compete with the inter-
national players, who have been systematically dedicated to develop-
ing staff skills in this area for the last 15–20 years. 
 
Salary levels are another contentious issue. Salary and commission 
structures in the region need to mature in line with better understand-
ing of performance metrics on the front line. Admittedly the foreign 
banks are grappling with this also, but the local trend is complicated 
by the tendency to set pay grades according to nationality rather than 
competency and performance. Until that time, the free market is  
sure to assist as available specialists start to move to work for the 
highest bidder. 
 

Another issue facing the Gulf economies is the unsustainable multi-
year bear run on the markets. We face countless examples of markets 
and listed companies who are significantly overpriced based on  
revenue and emotion, and carried by credit excesses further fuelling 
speculative asset bubbles. The other primary issue is lack of diversity 
and market depth, with the top five listed companies in each market 
making up between 50% and 80% of the total market capitalization 
(Kuwait/Saudi 47%, UAE 58%, Qatar 76%, Bahrain 81% – source: 
Abraaj Capital). The markets in Kuwait, Saudi Arabia and the UAE 
resemble NASDAQ in early 2000 during the dot com bubble. While 
perhaps not as severe, these markets are clearly set for a major  
adjustment in the near future. 
 
The lack of strict application of GAAP and IFRS to listed companies in 
the region also increases the chance of a major earnings scandal in 
the coming two to three years. Anecdotally there are rumours of less 
than conventional methods of revenue recognition and reporting. As 
the Saudi WTO impact kicks in and blue chip equivalents in the Gulf 
start to expand outside of the region and work with joint venture  
partners in more mature markets, the likelihood of restated earnings 
is almost a certainty. This is likely to bring about further downward 
adjustments in the local market. 
 

Despite these challenges, the Gulf is rich in cash, oil and affluent  
customer segments, making it the growth region of the early 21st  
century. Inadvertently, 9/11 also produced the effect of seeing much 
investment flow back into the Gulf. With an improved regulatory  
environment, a strong commitment to staff training and development, 
customer service and specialization, the Gulf will remain one of the 
most profitable regions for the banking sector globally. 

International competitiveness 

Human capital development 

Overvalued capital markets 

Summary 

The author is from the American  
Academy of Financial Management. 
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With the dismantling of trade and investment barriers 
worldwide, Islamic financial institutions (IFI) are  
constantly lured to burgeoning markets off their shores. 
This naturally entails cross-border Musharakah in a 
plethora of projects and enterprises, which raises corpo-
rate and international tax law issues. Musharakah  
(in particular, equity financing/shirkat-ul-amwaal)  
connotes the pooling of financial resources by two or 
more distinct persons or corporate bodies for the  
purpose of carrying out a specific Shariah compliant pro-
ject or enterprise. 
 
A limited life global business company (LLGBC) incorporated under 
the laws of Mauritius is perhaps the ideal vehicle to consider for 
cross-border Musharakah. The LLGBC is basically a partnership 
wrapped up in a corporate cloak. It has at least two shareholders (the 
shariks or partners) and its constitution (Memorandum and Articles of 
Association) limits the life of the LLGBC to a maximum of 50 years 
from the date of its incorporation (such period may be extended to an 
aggregate of 150 years). Typically, the LLGBC will have two sharehold-
ers/partners, namely the IFI and its client. 
 
A share in the LLGBC may confer distinctive interests/rights, such as 
interest/right in the profits, capital or management of the LLGBC. 
Thus the IFI may be issued with a share having only a right to the prof-
its and capital of the LLGBC, whereas the share issued to the client 
may carry – in addition to the right to profits and capital – a right to 
manage the LLGBC. This appears to be a common feature of a 
Musharakah where the IFI is the “passive” partner, having no say in 
the management of the enterprise (or it may have limitative manage-
ment powers). 
 

In Musharakah financing, the IFI may not wish to be tied to the client 
in the long term. Hence one of the salient features of the LLGBC is 
that it may provide in its constitution that the IFI shall cease to be a 
shareholder upon the occurrence of a specific event. For example, the 
constitution may provide that the IFI may exit as shareholder after a 
set period of time (say after the infancy of the project or enterprise) or 
in the event of the client’s death or insolvency, as the case may be. 
The IFI is then entitled to receive such value for its shares as may be 
determined in the constitution. However, if the LLGBC is running at a 
loss at the time of exit, such loss remains to be borne by the IFI in the 
ratio of its capital contribution. 
 
The constitution of the LLGBC, therefore, lays down the parameters of 
the partnership or joint venture between the IFI and the client, with 
the proviso that such parameters do not flout the strictures of Islam; 
this is based on the saying of prophet Muhammad (peace and bless-
ing be upon him): “All conditions agreed upon by the Muslims are 
upheld except a condition which allows what is prohibited or prohibits 
what is lawful.” 
 

An attractive characteristic of the LLGBC also resides in the alterna-
tives available to the shareholders/partners upon the occurrence of 
one or more specific events. The constitution of LLGBC may, from the 
outset, designate therein a liquidator who shall, upon either of the 
specific events happening, wind up the company (i.e. discharge the 
liabilities of the LLGBC before dissolution and distribute the surplus 
assets between the IFI and the client according to their respective 
interests). The other alternative enables the client to retain the assets 
of the LLGBC and continue the business as a new enterprise; the out-
going shareholder (i.e. the IFI) receiving such value for its shares in 
the dissolved company as may be determined by the constitution. 
 

INDUSTRY REPORT 
Cross-border Musharakah Through a Limited Life Global Business Company 

By Sameer K. Tegally 
The procedure for winding up the LLGBC is thus triggered instantane-
ously upon a specific event occurring, without the need for the com-
pany to sail through waves of cumbersome procedures associated 
with the winding up of traditional companies (notices to shareholders 
and shareholders’ resolution to wind up the company). 
 

Interestingly, a shareholder of the LLGBC (usually the client) may 
agree to be liable generally to the creditors of the LLGBC (either upon 
or prior to dissolution) after applying all the assets of the LLGBC to its 
creditors and to the other shareholder (i.e. the IFI) for its unreturned 
capital. Since the client/partner in the Musharakah acquiesces to 
general liability in favour of the LLGBC’s creditors in the event that the 
LLGBC assets are not adequate upon winding up, the IFI is effectively 
spreading its business risks whilst not being involved in the manage-
ment of the LLGBC. 
 

On the international taxation front, the LLGBC may, if it so wishes, 
enjoy treaty benefits with several jurisdictions such as China, Malay-
sia, Singapore, Thailand, India, Pakistan, Kuwait, South Africa, the UK 
and France amongst others (such as reduced withholding taxes on 
dividends and avoidance of capital gains tax in the host countries). 
Depending on the nature of its activities, the income of the LLGBC 
may be wholly exempt from taxation or be subject to 3% tax only. It is 
noteworthy that the disposal of the shares in the LLGBC does not 
attract capital gains tax, registration duty or stamp duty in Mauritius, 
hence resulting in substantial tax savings – for the IFI – at the time of 
exiting the partnership. Besides, dividends flowing out of the LLGBC to 
the non-resident IFI and client are not subject to any withholding tax 
in Mauritius. 

The author is Barrister at Law at Tegally Chambers, Mauritius. Tel: 
+230 23 0730, email: bksmart@intnet.mu. 
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PROFESSOR RODNEY WILSON 

Director 
University of Durham 

Islamic real estate investments are equally, but not more attractive than their conventional equivalents. Most 
are in commercial property, but this cannot include property used for non-halal purposes, the major exclusion 
being the premises that conventional commercial banks occupy. 
 
However, it could be argued that the exclusions have focused the minds of investors. There have been some 
highly profitable, but also socially deserving investments in student residences and care homes. This is very 
encouraging. 
 
Commercial property is a sound asset class that should be included in Shariah compliant portfolios, not least 
because the property cycle differs in timing from traded equity cycles, providing useful diversification. 

  

               CHRIS COOK 

               Principal 
               Partnerships  
               Consulting LLP,  
               London 

In order to answer this question we have to examine what “conventional” real estate investments are and the 
nature of the returns to which they give rise. There are essentially two types of conventional investment in  
real estate:  
 

(a) “Deficit-based” but “asset-backed” securities, which are essentially fixed or variable (by reference to 
base rate) rate loans secured against properties.  

(b) “Asset-based” investments in real estate vehicles which own portfolios of property.  
 
The former – Mortgage-Backed Securities – are growing rapidly in popularity as credit institutions bundle mort-
gage portfolios and sell them off to investors interested in a certain return with limited exposure to capital loss.  
 
However, this class may be absolutely excluded as halal, leaving the latter, which are again divided between 
investment in property companies and other new types of vehicle – such as Real Estate Investment Trusts 
(REITS) – which becoming increasingly popular. Both allow participation in the capital gain which we have come 
to expect from real estate investment over time, but the latter are more advantageous in terms of the inherent 
cost structures and particularly tax transparency.  
 
The almost totally unappreciated truth of the matter is that the greater part of the gain in real estate values 
derives from the fact that land prices are driven up by the availability of “deficit-based” credit created by the 
current “fractional reserve” banking system. This leads to unearned capital gains to those lucky enough to 
“own” land.  
 
In a more equitable system a “Commons” such as land would be held in trust on behalf of the community, with 
those having exclusive private use of this Commons compensating the community through a “land rental” pay-
ment.  
 
This is, of course, the basis of the Islamic belief that land and other “commons” (such as “fire” = energy and 
water) can be absolutely “owned” only by God; that we are merely stewards, and it is arguable that “zakat” in 
respect of such ownership may be characterized as compensation to the community. 
 
It is an interesting question for debate what the Prophet (s.a.w.) would have made of the “privatization” of wa-
ter and the relatively modern concept of exclusive “ownership” of knowledge, i.e. the concept of “intellectual 
property.”  
 
The value of land in fact derives from its rental value, and this is a function of the capital investment made in 
the land by the “owner,” as well as investment made by the community in infrastructure such as transport ac-
cess and utilities, which give rise to a “location value.”  
 
“Asset-based” investment vehicles simply package both “ownership” and the streams of property rentals which 
combine both the value of the land and the capital invested in the land. It is my thesis that the closer such 
vehicles approach the revenue-sharing principles of Islamic investment, then the more efficient and effective 
they become.  
 
If my thesis is correct and it is the case that an Islamic enterprise model is optimal, then it follows that the an-
swer to the question posed will be that Islamic investment in real estate is more attractive than conventional 
investment using defective and conflicted legal forms such as companies and “trusts.” 
 

Are Islamic real estate investments more attractive than their conventional equivalents?  
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Worldwide, few markets have proved as dynamic as the Islamic finance sector. The amount of Shariah compli-
ant capital investments is estimated at US$500 billion – US$800 billion in over 70 countries, with annual dou-
ble digit (15%) growth expected over the next years and decades. According to official figures released by the 
Arab Monetary Fund (AMF) in May last year, capital outflows from the GCC during the past 10 years amount to 
approximately US$240 billion. More than 60% of these outflows emanated from Saudi Arabia, and property 
markets in the US and Europe were the prime beneficiaries of Arab capital seeking overseas opportunities. 
Direct investment through real estate funds can be an ideal building block for enhancing and safeguarding the 
assets of an investor’s portfolio. They are particularly beneficial to investors who are heavily concentrated in 
highly market sensitive asset classes with low interest rates and subject to volatility in equity markets, and are 
therefore a good way of diversifying a portfolio where property constitutes a credible instrument. Property fi-
nance has attracted particular interest from Muslim investors, since it is a tangible (real) asset which provides 
them with a fixed coupon in the form of rental income. It is the asset class which can be structured to yield 
cash flows closest to a fixed income instrument without vitiating the principles of riba. The guiding principle for 
such investments is that the investment must be halal, with ethical principles being upheld and compliance 
with the Shariah laws as an overriding concern. From a 3% share in 1997, Islamic investments now constitute 
over 25% of total cross-border investments into European property. Most of this capital has been invested into 
property in the UK, France and the Benelux. 
 
But strictly speaking, comparing Shariah compliant real estate investing and conventional real estate investing 
is not an apples to apples comparison and there may be tracking error in comparing the two, as the investment 
criteria applied are not the same. Islamic investing applies the materiality test to exclude activities which are 
not Shariah complaint such as gambling, liquor selling outlets and hotels. It is often argued that Shariah struc-
tures and double tax incidence on, such structuring often reduces returns. But today, the industry has evolved 
with screening mechanisms and legal frameworks to structure transactions in a Shariah complaint, cost-
effective manner without compromising returns. As explained earlier, there is a pent-up demand for Shariah 
compliant real estate investing and the industry has been evolving to cater to such needs. Shariah compliant 
real estate investing can be compared to ethical or socially responsible investing in conventional real estate 
where investors are willing to accept lower returns if certain investment criteria are satisfied. So, when com-
pared to conventional real estate, the yardstick used for such comparison is not only limited to returns avail-
able from such investment, but whether it also meets certain screening/investment criteria which determine 
the investment selection process.  

Next Forum Question 

If you would like to air your views on the next Islamic Finance Forum Question, please email your response of between 100 and 300 words to 
Christina Morgan, Islamic Finance News Manager at: Christina.Morgan@IslamicFinanceNews.com before Wednesday 15th February. 

Are present and existing conventional pricing benchmarks suitable and appropriate for the pricing of Islamic 
financial products?  If not, what is the alternative?  
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NEWS BRIEFS 

UAE (Dubai) 

Dubai Islamic Insurance and Reinsurance Company (AMAN) has  
announced a net profit increase for 2005 of 865% to reach US$22.34 
million (Dh82.04 million) from US$2.31 million (Dh8.5 million) in 2004.  
 
The company’s assets grew by 134% to US$66.98 million (Dh246 million) 
from US$28.59 million (Dh105 million) in 2004. The value of insurance 
premiums paid increased by 77.5% in the period to reach US$25.86 mil-
lion (Dh95 million). 
 
At the subsequent meeting of the Board of Directors, the Directors recom-
mended distributing 15% of profit to investors and an extra 15%. They 
also recommended raising AMAN’s capital into US$54.45 million (Dh200 
million).  

AMAN profits soar   

SAUDI ARABIA 

The UAE’s Arab Islamic Insurance Company (Salama) is looking into es-
tablishing a reinsurance company in Saudi Arabia with a capital of 
US$226.63 million (SR1 billion).  
 
Salama has already received approval from the Saudi Arabian Monetary 
Agency to establish an Islamic insurance company with a capital of 
US$26.66 million (SR100 million). 

UAE insurance f irm to enter Kingdom 

INDONESIA  

German insurance firm Allianz will launch life and non-life Shariah insur-
ance products in Indonesia. Asuransi Allianz Life will offer unit linked life 
insurance and Asuransi Allianz Utama will offer fire and motor vehicle 
insurance. 
 
Allianz believes the growing Islamic market in Indonesia will improve 
insurance penetration in Indonesia (currently below 3%) and follow the 
success of Malaysia, where 20% of life premiums come from Islamic 
insurance. In Indonesia, the Shariah based life premiums account for 
only 1%.  
 
Asuransi Allianz Life has a target of 1,000 Shariah life policies and 
US$534,691 in premium income from the Shariah segment in 2006. 
Asuransi Allianz Utama has a target of 2,000 Shariah non-life policies 
and  US$534,691 in premium income within the first year from its non-
life Shariah business.  

Allianz launches in Indonesia   
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Bank Negara Malaysia announces new Takaful operators 

Malaysia’s Central Bank announced in May 2005 that it would issue 
up to four new Takaful licences as part of its strategy to accelerate 
the development of Islamic insurance and to develop market players 
to compete effectively. The deadline for applications was the 31st 
October 2005 and Bank Negara received much local and interna-
tional interest. 
 

Takaful in Malaysia accounts for an estimated 5%–6% of the overall 
domestic insurance market, but the sector has been growing swiftly 
over the past five years and has huge untapped potential.  
 

Malaysia is currently encouraging a liberalization of its financial  
services industry, and allowing a high percentage of foreign ownership 
in Takaful operators is part of this strategy. The country has opened 
up its Islamic financial services sector to foreign investors in the hope 
of becoming an international investment hub. Bank Negara Malaysia 
recently awarded Islamic banking licences to a number of foreign 
banks, including Al Rajhi Banking and Investment corporation; a group 
led by Qatar Islamic Bank; and Kuwait Investment House. 
 
BSN/Prudential will start Takaful business in the summer 
One of the four successful bidders for Malaysia’s new Takaful  
licences, the joint venture between Bank Simpanan Nasional (BSN) 
and Prudential Holdings, will be ready to open for business by  
July 2006. 
 

Prudential Corp Asia Chief Executive Mark Norbom said: “As the local 
insurance market remains very much under-tapped, we are very  
optimistic about this opportunity to develop more products that would 
appeal to the people. We are also delighted to be in partnership with 
BSN, an easily recognized and respectable financial institution 
throughout Malaysia.”  
 
BSN General Manager and CEO Tajuddin Atan commented: “We are 
confident that the joint venture will meet the ambition of the Govern-
ment to accelerate the penetration of Takaful and bring insurance to 
the majority of Malay people in cities as well as rural area.”  
 
UK life insurance company Prudential has over 16 million customers 
worldwide. BSN has a network of 390 branches and over 7 million 
customers throughout Malaysia with savings of more than US$2.13 
billion (RM8 billion). 

HSBC Insurance (Asia-Pacific) Holdings 

Jerneh Asia 

Kumpulan Wang Simpanan Pekerja 

Hong Leong Bank 

Millea Asia (Japan) 

Hong Leong Assurance 

Bank Simpanan Nasional 

Prudential Holdings 

MAA Holdings 

Solidarity (Bahrain) 

Bank Negara Malaysia Statement 
30th January 2006 

 
Bank Negara Malaysia Awards Four New Takaful 
Licences 
 
Bank Negara Malaysia announces today that it has 
approved four new Takaful licences to the following 
consortiums and joint ventures: 

 

• HSBC Insurance (Asia-Pacific) Holdings, Jerneh  
Asia and Kumpulan    Wang Simpanan Pekerja; 

• Hong Leong Bank, Millea Asia, Japan, and Hong 
Leong Assurance; 

• Bank Simpanan Nasional and Prudential Hold-
ings; and 

• MAA Holdings and Solidarity, Bahrain. 
 
This is following the announcement made in May 
2005 that up to four new Takaful licences will be 
issued to qualified applicants. In line with the  
current shareholding policy, the new Takaful opera-
tors are permitted to have foreign equity interest of 
up to 49%. 
 
The issuance of new licences will bring the number 
of Takaful operators to nine, an addition to five  
existing Takaful operators namely Syarikat Takaful 
Malaysia, Takaful Nasional, Maybank Takaful, Taka-
ful Ikhlas and Commerce Takaful.  

The long-awaited announcement by Bank Negara Malaysia revealing the successful bidders for the four Takaful  
licences granted by the government was made on the 30th January. The consortiums granted the licences are: 
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MOVES 

DIFC – UAE (Dubai) 

Hussein Mohammad Al Mezza, a veteran in the Islamic finance industry,  
has joined the Dubai International Financial Centre’s Islamic Finance  
Advisory Council.  

FITCH RATINGS – Global 

Fitch Ratings has appointed Huxley Somerville as Head of Structured  
Finance for Europe, Middle East and Africa (EMEA). Mr Somerville will  
have responsibility for each of the CMBS, RMBS, ABS and CDO groups in  
the region.  

KPMG – Bahrain 

KPMG has appointed Hassan Jassim to be a Senior Manager. He is an expert 
in Islamic banking, insurance and government sectors. Two of his 10 years 
with KPMG were spent on a secondment to London, where he gained inter-
national experience. 
 
Jaafar Al Qubaiti has been made a Partner in the firm. He provides audit  
and advisory services to public and private sector clients in the banking  
and finance industry. He is also responsible for KPMG’s training program  
in Bahrain.  
 
Jalil Al Aali has been made a Director. Mr Jalil Al Aali has been with KPMG for 
over 10 years, most recently advising clients on the establishment of invest-
ment banks in Bahrain. Mr Al Aali is a fellow of the Chartered Association of 
Certified Accountants (UK).  

LLOYDS TSB – UAE (Dubai) 

Lloyds TSB has appointed Pauline Marsh to be the new Head of Finance for 
its regional operations. 
 
Ms Marsh came to Lloyds TSB from the global pharmaceutical company,  
Bristol-Myers Squibb, where she most recently held the position of General 
Manager of European Corporate Treasury.  

STANDARD CHARTERED – Asia 

Bob Johnson has been named as the new head of Standard Chartered’s 
Asian project finance oil and gas team. He will also take responsibility for 
project finance deals throughout north Asia.  
 
Mr Johnson joins Standard Chartered from the project finance group of SG in 
Hong Kong. 
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GOLDMAN SACHS – India 

Brooks Entwistle has been appointed as CEO of Goldman Sachs India.  
Mr Entwistle will coordinate all the company’s Indian businesses, in addition 
to representing the firm in its joint venture with Kotak Mahindra in the  
investment banking and equities businesses. 

DEUTSCHE – Singapore  

Deutsche has appointed Saleh Romeih to be Head of Debt Capital Markets 
for Asia. 
 
Saleh Romeih will be responsible for managing corporate client relationships 
in Asia for the Debt Capital Markets, derivatives and structured finance  
businesses. 

DUBAI ISLAMIC BANK – UAE (Dubai) 

Dubai Islamic Bank has appointed Ahmed Salem Al Yamahi to be Director  
of the new branch in Diba, Fujairah Emirate. Mr Salem has had five years  
of experience as an Assistant Manager in the corporate field at Standard 
Chartered Bank.  
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MALAYSIA ISLAMIC BOND UPDATE 

MYR ISLAMIC DEBT YIELD CURVES 

SPREAD VS GII (in b.p) 

RINGGIT ISLAMIC DEBT MARKET: FORTNIGHTLY SNAPSHOT 

For enquiries regarding the above information, please contact: 
 

Tel: +603 2711 5125/5126  Fax: +603 2284 1807  
Email: enquiries@bondweb.com.my 

AS AT 25th Jan 2006 

5-YEAR YTM Historical Charts (weekly closing, over last 6 months) YTM Curves 

Key Benchmarks Trend (by volume) Rating This week close (RM) 18/01/2006 (RM) 11/01/2006 (RM) 04/01/2006 (RM) 

Private Debt Securities      

MHSA 0.00000% 03.09.2014 A+ ID (MARC) 102.65 102.65 n/a n/a 

DRB-HICOM 0% 26.07.2010 AA- ID (MARC) 91.44 n/a n/a n/a 

OPT CHEMIC 4.65000% 29.09.2009 AAA ID (MARC) 101.51 n/a n/a n/a 

GB3 7.05000% 20.12.2010 PN3 AA2 (RAM) 110.65 109.99 n/a n/a 

OPT CHEMIC 5.30000% 29.09.2011 AAA ID (MARC) 104.48 104.48 n/a n/a 

Government Investment Instruments      

PROFIT-BASED GII 24/2005  08.12.2010 n/a 100.29 100.26 100.24 100.09 

PROFIT-BASED GII 1/2005 16.03.2015 n/a 102.90 102.90 102.20 n/a 

GII 1/2004 0.00000% 15.06.2007 n/a 95.55 n/a n/a 95.52 

Quasi Government      

KLIA 0.000% 30.01.2016 PN n/a 126.91 126.48 n/a n/a 

IFC 2.880% 13.12.2007 n/a 98.61 98.63 98.49 98.48 

KHA2/03 1B 0-CP 5Y 18/9/08 n/a 91.21 n/a n/a n/a 

KHA1/01 700M 0-CP 5YR 20/3/2006 n/a 99.56 99.47 99.46 99.32 

  TENURE 

  1-Year 2-Year 3-Year 5-Year 7-Year 10-Year 

GII 3.3 3.34 3.4 3.64 3.82 4.1 

Cagamas 0.13 0.26 0.32 0.22 0.24 0.15 

Khazanah -0.02 0.06 0.07 0.09 0.07 0.02 

AAA 0.26 0.35 0.55 0.66 0.67 0.98 

AA1 0.32 0.56 0.87 0.9 0.9 1.14 

A1 1.01 1.26 1.52 2.23 2.65 2.72 



 

www.islamicfinancenews.com 

Page 24 6th February 2006 ©        

ISLAMIC LEAGUE TABLES 

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

  Issuer or Group Nationality Instrument Amt US$ m Iss. % Manager 

1 PCFC Development UAE Convertible Sukuk 3,500 2 35.2 Barclays Capital, Dubai Islamic Bank 

2 Wings FZCO UAE Islamic Sukuk Al Musharakah 
Issue 

550 1 5.5 Dubai Islamic Bank, Standard Chartered, 
HSBC 

3 Cagamas MBS  Malaysia Sukuk Musharakah Islamic Bond 542 6 5.5 CIMB, HSBC, ABN AMRO, AmMerchant  

4 Islamic Development Bank Saudi Arabia Islamic Bond 500 1 5.0 Deutsche, HSBC 

5 PLUS Expressways  Malaysia Serial Bai Bithaman Ajil Islamic 
Securities 

349 4 3.5 CIMB 

6 Syarikat Bekalan Air Selangor  Malaysia Bai Bithaman Ajil Commercial 
Papers/MTN 

273 4 2.8 CIMB, Bank Islam Malaysia, HSBC 
(Malaysia)  

7 Maybank Malaysia Islamic Subordinated Bond 265 1 2.7 Aseambankers  

8 Senai Desaru Expressway  Malaysia Bai Bithaman Ajil Islamic Debt 
Securities 

249 26 2.5 Aseambankers, Standard Chartered  

9 Jimah Energy Ventures  Malaysia Istisnah Islamic MTN Facility 245 10 2.5 AmMerchant, RHB Sakura, Malaysian  
International Merchant Bankers, Bank  
Muamalat Malaysia  

10 Cagamas  Malaysia Bithaman Ajil Islamic Securities 238 5 2.4 Cagamas/AmMerchant  

11 Putrajaya Holdings  Malaysia Murabahah MTN 235 4 2.4 Alliance Merchant Bank, CIMB, RHB Sakura  

12 DRB-HICOM  Malaysia Bai Bithaman Ajil Islamic Debt 
Securities 

209 11 2.1 AmMerchant Bank, Malaysian International 
Merchant Bankers  

13 Konsortium Lebuhraya  
Utara-Timur (KL)  

Malaysia Redeemable Secured Serial Sukuk 
Istisnah 

207 9 2.1 CIMB 

14 Gold Sukuk dmcc UAE Islamic Sukuk Al Musharakah 
Issue 

200 1 2.0 Standard, Dubai Islamic Bank 

15 International Bank for  
Reconstruction & Development – 
World Bank 

Supranational Bai Bithaman Ajil Islamic Debt 
Securities 

200 1 2.0 ABN Amro, CIMB 

16 Musyarakah One Capital  Malaysia Asset-Backed Sukuk Musharakah 
Issuance Programme 

176 7 1.8 CIMB 

17 Special Power Vehicle  Malaysia Bai Inah Islamic MTN Facility 163 13 1.6 Malaysian International Merchant Bankers, 
AmMerchant, RHB Sakura, Bank Muamalat 
Malaysia  

18 Ranhill Power  Malaysia Islamic MTN Programme 142 12 1.4 Aseambankers  

19 Sistem Penyuraian Trafik KL 
Barat  

Malaysia Al Bai Bithaman Ajil Notes  
Issuance Facility 

136 5 1.4 United Overseas Bank (Malaysia)  

20 WAPDA First Sukuk  Pakistan Sukuk Al Ijarah 134 1 1.3 Citibank (Pakistan), Jahangir Siddiqui & Co, 
MCB Bank  

  Total of issues used in the table     9,934 283 100.0   

TOP 20 ISSUERS OF ISLAMIC DEBT                                                                                                             Feb 2005 – Feb 2006  
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Catherine Chu                     
catherine.chu@hk.dealogic.com        
 +852 2804 1223    

  
If you don’t release the information on the deals you have advised on then you can’t expect to have the information included! 
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LEAGUE TABLE DATA – IS IT CORRECT??? 
If you feel that the information within the league tables is 
incorrect then please contact the following: 

ISLAMIC LEAGUE TABLES 
 TOP 20 ISSUERS OF ISLAMIC DEBT                                                                                                                           Aug 2005 – Feb 2006  

  Issuer or Group Nationality Instrument Amt US$ m Iss. % Manager 

1 PCFC Development UAE Convertible Sukuk 3,500 2 56.7 Barclays Capital, Dubai Islamic Bank 

2 Syarikat Bekalan Air Selangor  Malaysia Bai Bithaman Ajil Commercial 
Papers/MTN 

273 4 4.4 CIMB, Bank Islam Malaysia, HSBC Bank 
(Malaysia)  

3 Maybank Malaysia Islamic Subordinated Bond 265 1 4.3 Aseambankers  

4 Senai Desaru Expressway  Malaysia Bai Bithaman Ajil Islamic Debt 
Securities 

249 26 4.0 Aseambankers, Standard Chartered  

5 Putrajaya Holdings  Malaysia Murabahah MTN 235 4 3.8 Alliance Merchant Bank, CIMB, RHB Sakura  

6 Konsortium Lebuhraya Utara-Timur (KL)  Malaysia Redeemable Secured Serial  
Sukuk Istisnah 

207 9 3.3 CIMB 

7 Sistem Penyuraian Trafik KL Barat  Malaysia Al Bai Bithaman Ajil Notes  
Issuance Facility 

136 5 2.2 United Overseas Bank (Malaysia)  

8 WAPDA First Sukuk  Pakistan Sukuk Al Ijarah 134 1 2.2 Citibank (Pakistan), Jahangir Siddiqui & Co, 
MCB Bank  

9 Antara Steel Mill  Malaysia Al Bai Bithaman Ajil Islamic Debt 
Securities 

133 6 2.1 AmMerchant  

10 Sime Darby  Malaysia Al Murabahah CP/MTN  
Programme 

133 1 2.1 CIMB, HSBC Bank (Malaysia)  

11 Cagamas  Malaysia Bithaman Ajil Islamic Securities 132 1 2.1 AmMerchant  

12 Golden Crop Returns  Malaysia Sukuk Al Ijarah 117 15 1.9 Affin  

13 Bayu Padu   Malaysia Istisnah Serial Bonds 66 8 1.1 United Overseas Bank (Malaysia)  

14 Tenaga Nasional  Malaysia Murabahah MTN Programme 66 1 1.1 United Overseas Bank (Malaysia),  
Aseambankers, Bank Muamalat, KAF Dis-
count, AmMerchant, CIMB 

15 Sarawak Gateway  Malaysia Redeemable Secured Serial  
Sukuk Ijarah 

64 6 1.0 CIMB, RHB Sakura  

16 Harum Intisari  Malaysia Murabahah Commercial  
Paper/MTN Programme 

53 1 0.9 HSBC Bank Malaysia  

17 Sweetwater SPV  Malaysia Serial Bai Bithaman Ajil Islamic 
Securities 

52 3.0 0.8 Avenue Securities  

18 Focal Quality  Malaysia Sukuk Al Ijarah 50 8.0 0.8 OCBC Bank (Malaysia)  

19 Sacofa  Malaysia Istisnah Islamic Bond 42 6.0 0.7 CIMB, RHB Sakura  

20 ASSAR Chemical  Malaysia Sukuk Musharakah 40 8.0 0.6 RHB Sakura  

  Total of issues used in the table     6,170 152 100.0   
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 Manager or Group Amt US$ m Iss. %Share 

1 Barclays Capital 1,750 2 28.4 

2 Dubai Islamic  1,750 2 28.4 

3 CIMB 543 36 8.8 

4 Aseambankers Malaysia  400 28 6.5 

5 AmMerchant Bank  316 12 5.1 

6 HSBC 220 9 3.6 

7 United Overseas Bank  214 14 3.5 

8 RHB  178 26 2.9 

9 Affin Merchant Bank  136 17 2.2 

10 Standard Chartered  125 26 2.0 

11 Bank Islam Malaysia  91 4 1.5 

12 OCBC 86 18 1.4 

13 Alliance Merchant Bank  81 5 1.3 

14 Avenue Securities  52 3 0.8 

14 Citigroup 45 1 0.7 

16 Jahangir Siddiqui & Co  45 1 0.7 

17 MCB Bank  45 1 0.7 

18 KAF Discount  40 7 0.7 

 Total of issues used in the table 6,170 152 100.0 

19 Deutsche  25 2 0.4 

20 OSK Asia Securities  13 4 0.2 

ISLAMIC LEAGUE TABLES 
ISLAMIC DEBT                                       FEB 2005 – FEB 2006  

ISLAMIC DEBT BY COUNTRY               AUG 2005 – FEB 2006  ISLAMIC DEBT BY COUNTRY                FEB 2005 – FEB 2006  

  Manager or Group Amt US$ m Iss. %Share 

1 Dubai Islamic  2,033 4 20.5 

2 Barclays Capital 1,750 2 17.6 

3 CIMB 1,412 52 14.2 

4 HSBC 924 17 9.3 

5 AmMerchant  543 52 5.5 

6 Aseambankers Malaysia  542 40 5.5 

7 Standard Chartered  316 28 3.2 

8 RHB  280 49 2.8 

9 Deutsche  275 3 2.8 

10 United Overseas Bank  264 23 2.7 

11 EON Bank  206 34 2.1 

12 Bank Muamalat Malaysia  179 49 1.8 

13 Affin Merchant Bank  136 17 1.4 

14 Alliance Merchant Bank  132 14 1.3 

14 OCBC 111 26 1.1 

16 Cagamas  105 4 1.1 

17 ABN AMRO 100 1 1.0 

18 Standard Bank Group  100 1 1.0 

19 Bank Islam Malaysia  91 4 0.9 

20 Bahrain Monetary Agency 80 1 0.8 

  Total of issues used in the table 9,934 283 100.0 

  Amt US$ m Iss. %Share 

    UAE 3,500 2 56.7 

    Malaysia 2,537 149 41.1 

    Total 6,170 152 100.0 

    Pakistan 134 1 2.2 

  Amt US$ m Iss. %Share 

    Malaysia 4,710 272 47.4 

    UAE 4,250 4 42.8 

    Saudi Arabia 500 1 5.0 

    United States 200 1 2.0 

    Pakistan 134 1 1.3 

    Bahrain 80 1 0.8 

    Indonesia 61 3 0.6 

    Total 9,934 283 100.0 

  Amt US$ m Iss. %Share 

    US dollar 3,500 2 56.7 

    Malaysian ringgit 2,537 149 41.1 

    Total 6,170 152 100.0 

    Pakistan rupee 134 1 2.2 

  Amt US$ m  Iss. %Share 

    Malaysian ringgit 4,910 273 49.4 

    US dollar 4,750 5 47.8 

    Pakistan rupee 134 1 1.3 

    Bahraini dinar 80 1 0.8 

    Total 9,934 283 100.0 

    Indonesian rupiah 61 3 0.6 

ISLAMIC DEBT BY CURRENCY             FEB 2005 – FEB 2006  

ISLAMIC DEBT BY CURRENCY             AUG 2005 – FEB 2006  

ISLAMIC DEBT                                     AUG 2005 – FEB 2006  



 

 www.islamicfinancenews.com 

www.islamicfinancenews.com 
© 

Individual Subscription:   

     1 Year – US$360 nett       
     2 Years – US$625 nett 

Company Wide Subscription:  
 
     1 Year – US$1,450 nett      
     2 Years – US$2,300 nett 
 

*Over and above the 10 individuals – just US$100 each.  

 

Name: Mr/Ms/Dr/Mrs_____________________________________________ 
   (please underline family name) 

Company:________________________________________________________ 

Job Title:_________________________________________________________ 

Address:_________________________________________________________ 

_________________________________________________________________ 

_________________________________________________________________ 

Postal/Zip Code:_________________Country:___________________________ 

Tel (Office):_____________________Fax:_______________________________ 

Email:____________________________________________________________ 
              (Please ensure your email is correct as your username will be emailed to the given address) 

PERSONAL INFORMATION 

PAYMENT METHOD 
 

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 A, 7/F, Bangunan Angkasa Raya, Jalan Ampang, 50450 Kuala Lumpur,                
Malaysia 

❑ By Telegraphic Transfer (T/T):    
Account Name: Red Money Sdn Bhd 
Account No: 2-14129-00-19527-7 (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 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 RETURN TO GERALDINE CHAN Subscr ipt ions Manager  

Suite A, Level 7                       
Bangunan Angkasa Raya 
Jalan Ampang 
50450 Kuala Lumpur 
Malaysia 

 

Please send me more information 
on the following courses: 

 
❑ Evening Impact Series 

22 February – 12 April 2006,  
Central Kuala Lumpur 

 
 

❑ Structuring Islamic Financial Products 
3 – 6 April 2006, Kuala Lumpur 

 
 

❑ Structuring Islamic Financial Products 
24 – 27 July 2006, Istanbul 

 
 

❑ Islamic Finance Training 2006 Calendar 

+603 2141 5033 

+603 2143 8100 

Geraldine.Chan@IslamicFinanceNews.com 

* Ringgit Malaysia prices are available for Malaysian subscribers only 

( Max. 10 Individual Subscriptions)* 

NE-IFN03/03 

 
❑ Red Money Training 2006 Calendar 

For more information, please contact  

Andrew Tebbutt on               
+603 2141 6022 or                                     

Andrew.Tebbutt@RedMoneyGroup.com Fax this order form with your cheque details to 

 +603 2141 5033 

FOR FASTER SERVICE 

YES! I would like to subscribe to Islamic Finance News 


