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BAHRAIN
Back in black
Bahrain Islamic Bank (BIsB) reported BD5.2 
million (US$13.79 million) in net profi ts for the 
fi rst quarter of 2007. This 37% increase from 
the previous year’s BD3.8 million (US$10.07 
million) is credit to the bank’s overall growth 
and fi nance and investment transactions. 

BIsB’s operating income rose by BD15 million 
(US$39.78 million), a 66% hike compared 
with BD9 million (US$23.87 million) in 2006. 
The continuous growth of Islamic fi nance 
transactions and the attractive returns 

afforded by the bank’s investment activities 
were key contributors to its growth.

The bank’s management also revealed its 
intentions to distribute the best returns to its 
investors, in line with rising market prices. 

Return on investments grew by 100% from 
2006, touching BD4 million (US$36.57 
million). Total assets also rose by 14% in 
the fi rst quarter of 2007 to BD497 million 
(US$1.31 billion). 

MALAYSIA
Asia-Pacifi c Index hub
Dow Jones Indexes (DJI) is in talks with the 
Malaysian Securities Commission and Bursa 
Malaysia to establish an Islamic-based 
exchange-traded fund (ETF). The ETF, to be 
domiciled in Malaysia, will serve the Asia-
Pacifi c region. 

Islamic Finance news uncovered the ETF issue 
and its benefi ts to the industry with Dow 
Jones Indexes Islamic group global director 
Rushdi Siddiqui. Speaking on behalf of DJI, 
Rushdi explained: “The basis for any ETF is 
a well-constructed index, and as a leader in 
the Islamic fi nance space for constructing 
Shariah compliant indexes, we have over 70 
Islamic indexes, hence, a good beginning for 
Islamic ETFs. It is well known that ETFs have 
market traction, because they are cheaper 
than, for instance, actively managed funds, 
bring more transparency, and are used by a 
gamut of investors.”

“There are only two Islamic ETFs in the world, 
both off of our Islamic Indexes, DJIM Turkey 
and DJIM Titans 100, and we look forward to 
supporting the natural growth of the Islamic 
market with our Islamic indexes, which are 

used as a basis for investible products. It 
is also an implicit maturing of the Islamic 
fi nance space,” he added. 

When asked why Dow Jones has chosen 
Malaysia to host the ETF, Rushdi revealed: 
“We are addressing market demands, our 
clients in the GCC have approached us 
about creating Islamic indexes for the Asia-
Pacifi c region, and the local market players 
are approaching us for Asia-Pacifi c Islamic 
indexes. To wit, we have created an Islamic 
offshore China index, Islamic (equal weighted) 
BRIC (Brazil, India, China & Russia) Index, and 
more in the pipeline.”

Rushdi did not give a specifi c timeline for the 
implementation of the ETF, concluding: “We 
can only provide the appropriate Islamic index, 
and maintain its continuing compliance. 
There are other stakeholders that have to do 
their jobs.”

On the global front, Rushdi said Dow Jones 
was planning on introducing real estate 
investment trusts (REITS) and commodities 
to its Islamic indexes. 
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Editor’s Note
It was an auspicious event for a Malaysian property developer this 
week when it rid itself of a contract unpopular amongst some Muslim 
investors. In its place now is a more transparent partnership and profi t/
loss sharing contract which strengthens the bridge between Malaysia 
and the Gulf. Although the amount issued is minimal by international 
standards, it is indeed a historical occasion for both the issuer and the 
country. 

Kuala Lumpur Sentral (KLSSB) has refi nanced its Bai Bithman Ajil 
Islamic debt securities (BaIDS) with up to RM720 million (US$209 
million) serial Sukuk Musharakah, details of which are available in 
the News Briefs section and in the term sheet on page 21. BaIDS – a 
Malaysian invention of which some issuances have been based on 
fi nancial assets – are essentially a promise by the issuer to buy back 
the assets sold to another party, for cash, at a future date and at a 
predetermined price. The latter includes a profi t margin. Because of 
the Shariah ruling which does not accept debt as tradeable, BaIDS 
are scorned by some Muslim investors, particularly from the Gulf and 
Middle East. 

The whole Kuala Lumpur Sentral project, slated for completion by 
2012, is valued at RM7.3 billion (US2.1 billion). Only 35% – valued 
at RM2.4 billion (US$0.7 billion) – has been completed and RM2 
billion (US$600 million) worth of development is in progress. This 
includes 1 million square feet of retail space, 500,000 square feet 
of serviced apartments and four offi ce blocks with a gross fl oor area 
of 1.4 million square feet. While exact fi gures are unavailable, if the 
brochure distributed during the signing ceremony of the Musharakah 
issuance is correct, only one of these four offi ce blocks is actually fully 
taken up. 

Who better to target these assets at than the Arabs who are currently 
blessed with so much wealth? In order to attract investors from the 
Middle East, KLSSB and its parent Malaysian Resources Corporation 
(MRCB) have been properly advised by the fi nancial advisors involved. 
Kuwait Finance House Malaysia, which played a major role in the new 
Sukuk Musharakah transaction, has stringent requirements for all its 
Islamic structures. The approvals obtained from its Shariah committees 
imply that the structure is now accepted globally, making KLSSB more 
marketable in the Middle East and Gulf region.

As promised, this week Islamic Finance news brings you an in-depth look 
at how assets are managed according to Islamic Shariah principles. 
The prospects for Islamic asset management are brilliant, as more 
fund and asset managers operate the Shariah way. We’d like to thank 
all the practitioners who are experts in this fi eld, from the US, India, 
Pakistan and Kuwait who have shared their experiences, thoughts and 
ideas in this area of the industry and contributed the articles to this 
issue. 

Nora Salim, Editor

BAHRAIN
Tameer Murabahah
Bahrain Islamic Bank (BIsB) will act as placement agent for a 
BD4.8 million international commodity Murabahah agreement for 
Al Khaleej Development Company (Tameer). Other banks involved 
include Bank of Bahrain and Kuwait (BBK), to arrange and support 
Tameer’s operations. 

BIsB structured the fi nancing through an international commodity 
Murabahah on the London Metal Exchange. The fi nance is provided 
for a six-month period, renewable for six months. 

MALAYSIA
StanChart mulls Shariah
Standard Chartered (StanChart) has launched Saadiq, its Islamic 
global brand. The bank has also said it is open to the establishment 
of an Islamic banking subsidiary. 

Afaq Khan, chief executive offi cer of StanChart, revealed that the 
bank may also consider taking a stake in an existing Islamic bank, 
should the opportunity arise. 

StanChart’s Islamic banking activities in Malaysia are currently being 
undertaken through an Islamic banking window under Standard 
Chartered Bank Malaysia. The bank’s Islamic banking assets stood 
at RM2.05 billion (US$594.5 million), contributing to 5.23% of its 
total portfolio in 2006. StanChart plans to double its Islamic banking 
assets, revenue, fi nancing and deposits. 

The Saadiq Account-I will be the fi rst Saadiq product ready for 
launching. 

GCC
Banks weakening?
Standard & Poor’s (S&P) projects a potential weakening in asset 
quality and profi tability in Gulf banks in the future, despite a healthy 
local market outlook. An S&P report, dubbed “Gulf Banks face 
challenges from a position of strength” has addressed the limited 
effects of the GCC’s 2006 stock market correction. 

According to S&P’s report, despite the increase in stock corrections, 
a hike in the average cost of risk will affect future profi tability. The 
increase in risk is attributed to the banks’ loan portfolio risk profi les 
and additional provisioning requirements. Equity market corrections 
have also increased market susceptibility to surfacing shocks due to 
pressure on household incomes. 

S&P analyst Mohamed Damak affi rmed: “This trend is set to continue 
in the future as banks keep on building up their loan portfolios, 
especially given our expectations that the mortgage sector will 
become an attractive engine for growth, if the legal environment 
continues to improve.”

Already in 2007 S&P has undertaken several upgrades, including 
an A+ assigned to the National Commercial Bank, due to its 
strengthened capitalization. NCB is currently the only Middle East 
bank ranked as such. 
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MALAYSIA
Local demand massive
Kuala Lumpur Sentral (KLSSB) has closed its Sukuk Musharakah 
worth RM720 million (US$208.66 million). The Sukuk was arranged 
and managed by HSBC Bank Malaysia, Kuwait Finance House 
Malaysia and advised by Newfi elds Advisors. KLSBB is a 64.88% 
subsidiary of Malaysian Resources Corporations (MRCB). 

The Sukuk was issued to refi nance KLSSB’s 10-year Bai Bithaman 
Ajil Islamic debt securities (BaIDS) issued in 2001, then totaling 
RM920 million (US$266.65 million). 

The issuance saw a 100% Malaysian uptake, including asset 
management and insurance companies. Speaking to Islamic Finance 
news, Salman Younis, managing director of Kuwait Finance House 
Malaysia, was adamant: “The local demand [for the Sukuk] was so 
big here that we could not satisfy everyone. This sort of reception 
will hopefully lead to more foreign currency issuances.” 

When asked about the diffi culties in structuring the transaction, 
KFH highlighted the buy-back of the existing BaIDS and diffi culty 
in negotiating its yield. Salman also elucidated the problems in 
gaining acceptance among Shariah scholars, due to the structure’s 
innovativeness. 

The Sukuk is rated AA2 by Rating Agency Malaysia, and was issued 
in seven tranches with tenures of one to seven years. 

Malaysia currently has the largest Sukuk market in the world, with a 
68.4% share. Dr Roslan A Ghaffar, chairman of KLSBB, is optimistic 
of the issuance as: “This new Sukuk puts us in a position to fully 
realize the value of the upcoming developments at this project, while 
simultaneously reducing our cost of fi nancing substantially and 
giving us added fl exibility in an increasingly globalized environment.” 
(See Term Sheet, page 21.) 

MIDDLE EAST
Ahoy, Captain!
Islamic ship fi nance, amongst other Islamic solutions, will provide the 
focus for the Gulf Maritime Conference to be held on the 17th April in 
Sharjah. 
 
Comparisons between Islamic ship fi nance and conventional western 
ship fi nance will be addressed, alongside ship mortgage terms, 
conditions and mortgagee’s rights. The recent increase in demand for 
high capacity tankers in the region is thought to be behind the increase 
for Islamic solutions. The conference will also cover other pressing 
issues within the regional maritime sector. 

Gulf maritime companies have undertaken Islamic ship leasing 
transactions since the 1980s. However, 2005 saw the combination, for 
the fi rst time, of Islamic equity with conventional debt for a VLCC (Very 
Large Crude Carrier) for the US$26 million Al Safeena Ijarah Sukuk. 
The deal was underwritten by London-based ABCIB Islamic Asset 
Management and owned by Saudi Aramco. 

BAHRAIN
The Lenders
Twenty six banks have syndicated a US$405 million term loan 
facility for the Investment Group and FAL Oil Company. The facility 
will fi nance current operations, refi nance selected debt and fund 
expansion plans. The facility was originally offered in the syndication 
market at US$300 million, but was oversubscribed by US$105 
million. 

The banks include First Gulf Bank, Mashreqbank, National Bank 
of Abu Dhabi, National Bank of Dubai, Standard Chartered and 
WestLB London branch as original mandated lead arrangers and 
underwriters. ADCB, CIMB Bank in London, HSBC Bank Middle 
East and KfW IPEX-Bank are mandated lead arrangers and Banque 
Du Caire in Dubai, Barclays Bank in Dubai, Doha Bank, Rabobank 
International and Union National Bank are arrangers. 

UAE
Maiden profi ts for Al Burj
On the back of the booming property market in Dubai, Al Burj Real 
Estate has achieved a net profi t of Dh925 million (US$251.9 million) in 
its fi rst full year of operations. 

Al Burj is one of the largest capitalized private joint stock companies 
with a paid-up capital of Dh1.4 billion (US$381.28 million). It revealed 
recently it has achieved sales in excess of Dh3.5 billion (US$953.2 
million) in Phase I of Madinat Al Arab, which is a planned urban 
redevelopment on the Dubai Waterfront. 

BAHRAIN/MALAYSIA
Shariah takes to the skies
Al Salam Bank has acquired a US$83 million equity stake in Malaysian 
Airlines (MAS)’s Boeing 777-200ER aircraft. The transaction involved 
a combination of equity and debt. 

This marks Al Salam’s second Malaysian deal, following its real 
estate endeavor in Penang in 2006.  
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SAUDI ARABIA
Housing project boost
Dar Al Arkan, Arab National Bank (ANB), Kingdom Installment 
Company (KIC) and the International Finance Corporation (IFC) 
have established a SR2 billion (US$533.5 million) closed joint stock 
company for housing project fi nancing. 

This move is in line with market demand, as 80% of the Saudi Arabian 
population does not have the purchasing power to buy homes. Walid 
Al Murshid, business manager of the IFC, expects the Saudi Arabian 
government to issue real estate mortgage laws to meet market needs. 
The new company is set to provide housing loans of up to 25 years at 
a reduced cost. 

KIC is the largest private housing fi nance company in Saudi Arabia and 
a pioneer of Shariah compliant housing fi nance in the country, having 
fi nanced more than 3,000 home purchases since its establishment 
as an offshoot of Dar Al-Arkan.

Saudi Arabia is still lagging behind in mortgage housing fi nancing, 
which represents only 2% of gross domestic product, compared to 
17% in Malaysia, 72% in the UK and 50% in US. 

QATAR
QNB is ready
The results for Qatar National Bank (QNB)’s fi rst quarter fi nancials 
are out. 

QNB achieved net profi ts of QR652.8 million (US$179.3 million), 
up by 6.7% from last year. Total operating income rose to QR874.8 
million (US$240.3 million), up QR182.6 million (US$50.17 million). 
The increase in total operating income is attributed to the increase in 
net interest income and income from fi nancing activities at QR80.8 
million (US$22.2 million), reaching QR490.8 million (US$134.87 
million). 

QNB’s equity fund Al Watani Al Islami also saw a leap in total assets 
to QR7.6 billion (US$2.08 billion), up 44% to QR2.3 billion (US$632 
million) from the 31st March 2006. This was due to an increase in 
fi nancing activities, reaching QR2.8 billion (US$769.4 million). 
Current customer deposits and unrestricted investment accounts saw 
a 42.7% accretion, reaching QR7.3 billion (US$2 billion). Net profi ts 
for Al Watani Al Islami were up by 115%, reaching QR32.9 million 
(US$9.04 million). 

The bank’s total shareholders’ equity as at the 31st March 2007 
amounted to QR8.1 billion (US$2.2 billion), with total market 
capitalization touching QR26.2 billion (US$7.2 billion). Interim earnings 
per share also increased from QR3.8 (US$1.04) to QR4 (US$1.09) on 
the 31st March 2007, as a result of overall bank performance. 

UAE
Foreign ownership upped
Tamweel is set to double its foreign investor allowance from 21% to 
40% of company shares. 

Sheikh Khaled bin Zayid, Tamweel chairman explained: “The move 
will allow the company to broaden its foreign investor base, especially 
among institutional investors.” This move is in response to strong 
investor demand: Tamweel’s 2006 initial public offering of Dh550 
million (US$149.8 million) was oversubscribed by 500 times.

Plans for Tamweel to sell up to US$800 million in Sukuk have also 
been approved. US$300 million of the proposed sales will be backed 
by residential mortgages and convertible into the company’s shares. 
The Sukuk mobilization will enable Tamweel to capture more market 
share and offer a diverse range of products and services to its clients. 
It will also help the company to fund regional expansion. Tamweel’s 
share price has fallen 11.38% in 2007. 

MALAYSIA
Getting in on indices
Telekom Malaysia is seeking to join the Dow Jones Islamic Index 
(see page 27 for Dow Jones Indexes data). The telecommunications 
provider has proposed to issue up to RM3 billion (US$869.3 million) in 
Islamic stapled income securities to replace its current conventional 
securities. 

The company has identifi ed the existing stapled securities issued 
in 2003, to be replaced with the Shariah compliant instruments, as 
its current ratio of non-Islamic borrowings to assets do not comply 
with the prescribed ratio. The RM3 billion (US$869.3 million) Islamic 
stapled securities will consist of up to 2,000 class C non-convertible 
redeemable preference shares (NCRPS), linked to Class A Sukuk 
Ijarah of up to RM1.99 billion (US$578.27 million) and up to 1,000 
Class D NCRPS, linked to Class B Sukuk Ijarah up to RM999 million 
(US$287.68 million). 

The NCRPS would be issued at RM1,000 (US$290.52) each with RM1 
(US$0.29) par value and a premium of RM999 (US$287.68). 

The slated issue price is in line with market practice for stapled 
securities. TM will submit its proposed transaction to the Malaysian 
Securities Commission within the next two months. 

SAUDI ARABIA
Kingdom come
UAE’s Shuaa Capital has received a license from the Saudi Market 
Authority to operate in Saudi Arabia. Shuaa’s license will enable it 
to provide underwriting, custody, fund management and advisory 
services in the Kingdom. 

Shuaa Capital will own 60% of the Shuaa Capital Saudi Arabia unit. 

UAE
Inaccurate reporting
Dubai Islamic Bank (DIB) is not bidding for the National Development 
Bank (NDB) of Egypt, it has stated. Contrary to earlier reports, DIB is 
not in the purported race for NDB alongside the National Commercial 
Bank (NCB) and a UAE–Gulf consortium. 

However, the Central Bank of Egypt (CBE) had approved several 
technical offers made for the NBD in March 2007. The CBE is looking 
to minimize the government’s stakes in banks and to consolidate 
smaller banks. 

PHILIPPINES
Up for auction
Al Amanah Islamic Bank will be put up for public bidding on the 21st 

May 2007, an offi cial at the Central Bank of Philippines divulged to the 
Islamic Finance news. The fl oor price is set at P900 million (US$18.7 
million). Al Amanah Islamic Bank is supervised by the Central Bank of 
Philippines, and is the only Islamic bank in the country. 
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Al Waab City has completed its US$225 million initial Murabahah 
fi nancing facility. The 100% Shariah compliant fi nancing is the fi rst 
part of a QR3.4 billion (US$934.14 million) project. 

A consortium of banks including Qatar Islamic Bank, Ahli United 
Bank, HSBC Bank Middle East, Masraf Al Rayan, Standard Chartered 
Bank and Qatar National Bank acted as the facility’s mandated lead 
arrangers. 

The fi nancing will be used for the construction of residential, retail 
and commercial space, as well as common infrastructure needs. 
The project is slated for completion in phases between 2008 and 
2010. 

Commenting on the proposed metropolis, Sheikha Hanadi Al Thani, 
CEO of Al Waab City said: “We are treating the fi nancial structuring 
of Al Waab City with the same importance as the construction 
methodology, as we aim to provide innovative, effi cient and 
sustainable solutions to Al Waab City in its entirety.” 

QATAR
Halal city

GLOBAL
Why can’t we get along?
The Islamic Financial Services Board (IFSB) has begun compiling the 
fatwas issued by Islamic fi nancial institutions worldwide. The exercise 
is aimed at harmonizing and removing confl icting issues to boost the 
Islamic fi nance industry and create new business opportunities. 

The IFSB is also determined to encourage the implementation of 
Basel II by Islamic fi nancial institutions via the creation of policies. A 
draft guideline is also set to be issued, deliberating conformity to the 
Accounting and Auditing Organization for Islamic Financial Institution 
(AAOIFI) standards and usage of charity funds through the collection of 
late payment surcharges by Islamic banks. 

Maybank will issue up to US$300 million in US dollar subordinated 
Sukuk. This is the world’s fi rst international Islamic subordinated 
issue. 

Maybank has incorporated a special purpose vehicle dubbed MBB 
Sukuk to issue the 10 non-callable fi ve-year Islamic Sukuk. It will be 
classifi ed as Tier-2 capital for risk weighted capital ratio computation. 
Moody’s Investors Service, Standard & Poor’s and Fitch Ratings are 
all set to rate the bonds. 

According to Fitch Ratings, the Sukuk distribution follows that of a 
conventional debt issue, with periodic distributions payable. The 
issue also represents a subordinated payment obligation of the bank 
and will rank junior in right of payment to all deposit liabilities, and 
senior debt of the bank, pari passu among themselves and other 
subordinated debt, but senior to other hybrid issuances. Investors 
and Sukuk holders who fail to fulfi ll the stated obligations will have 
recourse to the bank on a subordinated basis, based on the principal 
amount and any accrued and unpaid distributions. 

Aseambankers Malaysia, HSBC Labuan and UBS Labuan will act as 
the bond’s joint bookrunners and lead managers. 

MALAYSIA
Similar to conventional debt?

MALAYSIA
Developers favor Murabahah
Magna Prima and Kuwait Finance House Malaysia have signed a RM61 
million (US$17.71 million) Murabahah facility. RM25 million (US$7.25 
million) will be used to part fi nance the acquisition of land from 
landowners TM Facilities. 

The Murabahah is linked to Magna Prima’s RM250 million (US$72.58 
million) Avare KLCC project. Avare is Magna’s fi rst venture into the high-
end property development market, although the company has more 
luxury undertakings in the pipeline.

Magna Prima, along with other Malaysian developers, is currently 
benefi ting from the waiver of real property tax gains (RPGT) by the 
Malaysian government. Magna’s profi ts from high-end property sales 
leapt by four times as at the 31st December 2006. 

SUDAN
Saba Islamic Communicates
A consortium which includes Saba Islamic Bank has been awarded 
a licence to operate the second GSM network in the country by the 
National Telecom Corporation of the Republic of Sudan.

The other members of the consortium, SabaFon, are the Al-Ahmar 
Group, the Hayel Saeed Group, the Al-Ashraf Group (Sudan), the 
National Social Insurance Fund of Sudan and the National Pension 
Fund of Sudan. This is SabaFon’s fi rst regional expansion and 
second network operation licence. 
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QATAR
Sanabel launched
Qatar Islamic Bank is set to launch Sanabel, an Islamic fund worth QR1 billion 
(US$274.75 million). The fund has received licensing from Qatar Central Bank (QCB) 
and the country’s Ministry of Trade and Commerce. 

Sanabel will specialize in Qatari corporate shares and create leeway for investors to 
participate in the Qatari capital market. Global Investment House will manage the funds, 
supervised by QCB. 

CEO of QIB, Salah Al Jaidah, elucidated: “This QIB–Global partnership constitutes one 
of the main features of this project. It would largely allow for benefi ting from the other 
Gulf fi nancial markets, especially as it comes at a time of declined prices in Doha Stock 
Market.” 

Sanabel’s minimum subscription amount is set at QR50,000 (US$13,737). Subscriptions 
will commence from May 2007, and will be offered on a monthly basis. Redemptions of 
its net asset value can be conducted at a minimum of 60 days from its subscription 
date. The fund will be overseen by QIB’s Shariah Control Board, and it aims to double its 
utilized capital via investments in Shariah compliant stocks. 

www.IslamicFinanceTraining.com

FOR MORE INFORMATION, contact: 
Andrew Tebbutt   Tel: 603 2143 8100; 

Email: Andrew.Tebbutt@RedMoneyGroup.com

CALENDAR  2007

Risk Management in Islamic 
Banking & Finance

7 – 10 May, KUALA LUMPUR 

Islamic Treasury Simulation
13 – 15 May, DUBAI

Structured Islamic Real Estate 
Finance & Investment 

28 – 30 May, KUALA LUMPUR

Capital Markets & Structuring Products 
Workshop Series
4 – 6 June, BAHRAIN

Islamic Financial Engineering and 
Advanced Products

11 – 14 June, KUALA LUMPUR

Essentials of Islamic Finance & Banking
25 – 28 June, HONG KONG

Structuring Islamic Financial Products
9 – 12 July, ZURICH

Legal & Documentary Issues in Islamic 
Financial Products

25 – 28 July, KUALA LUMPUR

presents

UAE
Oasis in Dubai
From its new subsidiary in Dubai – Oasis Crescent Capital (DIFC) – Oasis Global Fund 
Managers has launched its Public Fund, which will serve as a feeder fund linked to 
global equity funds, including Oasis’ Crescent Global Equity Fund. 

Domiciled in the Dubai International Financial Center (DIFC), Oasis Crescent Capital 
(DIFC) will offer Shariah compliant collective investment funds, fi nancial services and 
manage segregated portfolios to the Middle East market. 

The Crescent Global Equity Fund generated a yearly return net of fees of 14.3% between 
December 2000 to March 2007, against the 3% performance of the Dow Jones Islamic 
Index. It holds a rating of AA from Standard & Poor’s. 

Oasis CEO Adam Ismail Ebrahim commented: “We are proud to be offering the fi rst 
public fund offer authorized by the DFSA, which we believe will pave the way for more 
and diverse offerings in the future.” 

QATAR
Impossible expenses
Despite expenses exceeding its income, the National Leasing Company (NLC) has 
charted a 26% growth in net profi t for the fi rst quarter of 2007, at QR7.09 million 
(US$1.94 million). 

Receivables from the bank’s Islamic fi nancing activities amounted to QR216.1 million 
(US$59.37 million), contributing to the bank’s fi vefold leap to QR171.81 million (US$47.2 
million) in balances and cash. 

Staff costs ate into the bank’s expenses – leaping by three times to QR1.13 million 
(US$310,471), while general and administrative expenditure rose by 25% to QR1.01 
million (US$277,503). This was despite a 44% fi nance cost decline to QR640,000 
(US$175,843) between January to March 2007. 

NLC’s total income saw a 41% gain to QR12.24 million (US$3.36 million), with Ijarah 
income growing 25% to QR25.23 million (US$6.94 million). Expenses increased by 68% 
to QR5.15 million (US$1.14 million). 
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MALAYSIA
No impact on KCB
KCB’s AA-ID rating on its RM630 million (US$182.77 million) 
Murabahah medium-term notes is unaffected by Scomi Group’s 
proposed divestment of 19.9% in Scomi Oilfi eld, Malaysian Rating 
Agency (MARC) has revealed. 

Scomi’s divestment will involve Standard Chartered Private Equity, for 
a total cash consideration of US$99.5 million. 

KCB is a fully owned subsidiary of KMC Oiltools Bermuda, which in 
turn is 100% owned by Scomi. 

MALAYSIA
KL Sentral BaIDS unrated
Malaysian Rating Corporation (MARC) has withdrawn its rating on 
Kuala Lumpur Sentral’s RM720 million (US$962.27 million) Bai 
Bithaman Ajil Islamic Debt Securities (BaIDS). 

The withdrawal is based on MIDF Amanah Investment Bank’s 
confi rmation of the facility’s full redemption. The facility was previously 
assigned a support rating of A+ID. (See News Brief story, page 3) 

THIS TIME LAST YEAR
•Path Solutions was ranked the world’s number one dedicated 

Islamic banking system vendor for 2005 in the International 
Banking Systems league table. 

•Al Salam Bank signed an agreement with the Bahrain Stock 
Exchange to trade stocks on the bourse. 

•CIMB-Principal Asset Management merged with SBB Mutual 
and SBB Asset Management. 

•The Islamic Development Bank granted LASAMIR a fund line 
credit of US$100 million. 

•Al Rajhi Bank closed a US$500 million Murabahah fi nancing 
facility. 

•The Islamic Development Bank approved US$460 million for 
project fi nancing and trade operations. 

•Qatar National Bank and QNB Al Islami provided banking 
facilities and funds for the Lagoon Plaza and Palm Towers by 
Dar Investment and Development. 

•Kuwait Finance House called for administrative and legal 
incentives to encourage real estate investments. 

•Bank Rakyat Indonesia announced its intentions to establish 
an independent Islamic bank. 

•Amlak Finance posted a net profi t of US$10.1 million for the 
fi rst quarter of 2006. 

•The Dubai International Financial Center Authority launched 
DIFC Investments. 

•Sharjah Islamic Bank acquired Sharjah National Hotel 
Corporation for US$141.56 million. 

•The Islamic Development Bank intensifi ed operations in 
Bosnia. 

•HSBC Bank Malaysia introduced Malaysia’s fi rst Islamic 
structured investment product. 

•National Bonds Corporation announced sales exceeding 
US$35.39 million in its fi rst month. 

•Investment Dar arranged US$1.5 billion in fl oating Sukuk for 
regional real estate projects. 

MALAYSIA
Sukuk rates fairly
Fitch Ratings has assigned a BBB+ rating to Maybank’s proposed US 
dollar denominated issuance of up to US$300 million in subordinated 
Islamic certifi cates. 

The Sukuk rating is in line with Fitch’s methodology, which is pegged 
a step below Maybank’s foreign currency issuer default rating, as per 
conventional subordinated debt issues.

The proposed issue is due in 2017 with a step-up in 2012, and is 
callable in 2012 and on every period distribution date thereafter. 

Fitch Ratings has also affi rmed Maybank’s long-term foreign and local 
currency issuer default rating at A-, individual rating at B/C, with a 
support rating of 2, deposit rating of A and BBB+ on existing US dollar 
subordinated debt. All ratings have a stable outlook. Maybank’s ratings 
refl ect its healthy balance sheet and above-average profi tability, as 
well as its systemic importance as a government-owned entity. (See 
News Brief story, page 5) 

MALAYSIA
Ratings unaffected
IOI Corporation’s proposed capital repayment of RM1.37 billion 
(US$396.83 million) will not impact its AA2/P1 ratings. 

These ratings were assigned to its RM300 million (US$86.98 million) 
Murabahah commercial papers/medium-term notes facility due in 
2008. The notes maintain their stable outlook. 

IOI’s balance sheet is expected to weaken due to its RM3.24 billion 
(US$938.74 million) debt burden overshadowing its RM1.84 billion 
(US$533.11 million) cash reserves as at December 2006. 

Rating Agency Malaysia (RAM), however, believes that the group’s 
fi nancial profi le will continue, supported by its healthy business 
fundamentals. 
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Private and institutional investors looking 
for alternative options to manage their 
assets can now take advantage of Islamic 
investment products, which have been proven 
to consistently outperform against known 
benchmarks and within pre-determined risk 
parameters.

The chief executive offi cer of the Kuwaiti 
company Rasameel Structured Finance 
believes that asset securitization – now 
progressing rapidly – can benefi t from the 

phenomenal growth being experienced by the Islamic fi nance industry 
globally. 

“The advancement has attracted a lot of attention in capturing the 
abundant opportunities and using them positively. Given an estimated 
US$5 trillion of securitized assets globally, it defi nitely would go a long 
way in the progress of Islamic transactions if Islamic securitization can 
capture even 10% of this total,” said Issam El Tawari. 

Securitization is a relatively new product, Issam states. “In its early 
stages the volume of Islamic securitization services in Kuwait totaled 
KD1.7 billion (US$5.9 billion), accounting for 28.3% of the total 
securitized assets of KD6 billion (US$20.8 billion). Meanwhile, the 
Saudi Arabian market size is about KD25 billion (US$86.5 billion), 
hence there is huge potential there.”

As an Islamic investment company, Rasameel Structured Finance of 
Kuwait was established to specialize in securitization and structured 
fi nance for investment and fi nancial companies. The idea was to tap 
the opportunities provided by the Kuwaiti market.

Rasameel’s role is to add distinctive value by providing an alternative 
opportunity to fi ll the void between the Sukuk market and conventional 
asset securitization. In so doing, Rasameel has to face a number of 
key challenges and issues in the area of Islamic fi nance. “As Islamic 
securitization is its core business, Rasameel needs to assume the 
responsibility of creating awareness of the importance and benefi ts of 
securitization to the market,” Issam commented.

Another key challenge facing the company in operating its business in 
Kuwait is the absence of any regulatory and legal framework governing 
the securitization services. Moreover, there is a dire need for skilled 
and qualifi ed individuals who believe in the Islamic way of doing 
business.

At Rasameel, Issam addresses these challenges by launching a 
product awareness campaign as a means of educating the public 
about the nature of its work and providing high standards of training 
to staff in order to cope with the rapidly expanding market. The Central 
Bank of Kuwait is currently fi nalizing regulations for this sector, a show 
of its support and an endorsement of the new concept, as instituted 
by Rasameel. 

Traditionally, securitization deals in Islamic fi nance have involved 
assets such as mortgages, consumer fi nance and fl eet leasing. “As 
Islamic fi nance moves onto the next platform, Shariah compliant 
asset classes that could be considered or qualify for securitization 
transactions are usufruct of built operate and transfer (BOT) projects 
and any type of asset that can generate cash fl ow,” Issam believes.
 

Commenting on the importance of ratings in securitization, whether 
Shariah compliant or conventional, Issam agrees that the rating of 
issues is vital for the sale of Sukuk. “Any Sukuk rated ‘A’ or ‘AA’ by an 
accredited international rating agency will defi nitely earn the trust of 
investors, both locally and in the global market,” he stated. “Investors 
will be comfortable with the credit, fi nancial and administration 
aspects which have been thoroughly covered by the ratings agency. 
Obviously, the higher up the rating scale, the more attractive it is for 
the investors.”
 
Rasameel has been involved in two structured deals, one of which was 
for Kuwait Commercial Markets Complexes, where Sukuk were issued 
using an usufruct Ijarah structure, which was a unique structure. 

While Rasameel is fairly new – having been established just last year 
with an authorized and paid-up capital of KD30 million (US$103.77 
million) – the company is not just focusing on growing its business 
in Kuwait, but is also making inroads into other countries in the Gulf 
MENA region. It offers investors who shy away from investment in 
private equity or direct investment in real estate, but who still wish to 
earn higher yield investment returns than those presently available as 
term deposits, an avenue for alternative opportunities for diversifying 
their portfolio of Shariah compliant predictable cash fl ow generating 
assets and securities. 

Looking to the future, Issam said: “The Islamic fi nance market is 
strongly expanding and developing in a way that encourages the 
appetite of investors, having established its own large database of 
Sukuk issues – in the range of US$300–500 million – and some of the 
non-Islamic countries have even specialized Shariah rules to match 
with the Islamic market exchange.” The CEO concludes: “Against the 
backdrop of the Islamic fi nance industry having successfully earned 
its high reputation among the industrial and fi nancial sectors, the 
number of Islamic fi nancial institutions today – numbering more 
that 300 institutions with total assets over US$500 billion – is set to 
experience incredible expansion over the next fi ve years.” 

An Exclusive Interview with Issam El Tawari, Chief Executive 
Offi cer of Rasameel Structured Finance, Kuwait

“As Islamic securitization is its 
core business, Rasameel needs 
to assume the responsibility 
of creating awareness of the 
importance and benefi ts of 
securitization to the market”

By Nora Salim
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The Shariah asset management industry is small but growing. 
Shariah investment products are found most easily on the equity 
side of the business. The Shariah committee screens or fi lters listed 
securities according to the restrictions and requirements of Shariah 
law. Portfolio managers then use the approved list of securities to 
construct an investment portfolio. For the bond and derivative asset 
classes, an entire industry has yet to be developed, and capital 
market participants are just gearing up to the market’s demand for 
products.

Shariah investing requires trained religious scholars who combine 
an understanding of Islamic law with a fi rm grasp on the fi nancial 
markets. It is a unique combination, particularly given the relatively 
young industry of Shariah investments and a still new capital market. 
Global estimates claim that there are about 250 qualifi ed religious 
scholars and only about two dozen or so that are internationally 
known, and who are therefore coveted to help design and approve 
investment products. Portfolio managers must have trades approved 
by the Shariah committee. 

Islamic institutions and governments are now advocating the training of 
additional scholars to create a broader base of available and qualifi ed 
individuals and to create a future pipeline of scholars. Several have 
set up funds to develop more scholars.

Standards and promotion
The Accounting and Auditing Organization for Islamic Financial 
Institutions (AAOIFI) has about 140 members from 30 countries. AAOIFI 
introduced a Certifi ed Islamic Public Accountant (CIPA) program, and is 
developing a certifi cation and fellowship program for Internal Shariah 
Supervisors. The number of standards set by AAOIFI currently stands 
at 68, including 30 Shariah standards. However, there is still more 
work to be done, and since Shariah is an interpretative law that has 
variance among countries and people, this will take some time.

The Islamic capital markets are an innovative market whereby 
fi nancial institutions are defi ning the product framework according to 
Shariah compliant routines. However, that said, the Islamic industry 
still uses common terms with the conventional market, for example 
the instrument representative of a swap simply becomes an Islamic 
swap. Generating awareness and understanding in the global markets 
will be key to the success of a secondary market in Islamic fi nance. 
Several organizations in the Middle East and South-East Asia have 
been formed to promote Islamic investments worldwide.

Islamic fi nance centers
As a result of evolution in the Islamic fi nancial markets, the swell of 
oil money in the Gulf, and a somewhat more guarded interest in US 
fi nancial and property markets, the region’s fi nancial services industry 
is coming of age. Further, governments looking to diversify their 
countries’ economic base from the oil industry are supporting more 
amenable business regulation, improvements in market infrastructure, 
and increased consumer opportunities. Financial services is an ideal 
industry, given the oil-rich cash fl ow of the Gulf region.

To date, there are three high profi le Islamic fi nancial hubs, numbering 
Malaysia in South-East Asia; in the Middle East, Bahrain and the UAE. 
In Europe, London is aggressively advancing its cause to become a 
global center for Islamic fi nance and something of a gateway to the 
western world’s Islamic population. 

Asset management industry in the Middle East
There is a wide variety of asset managers operating and investing in 
the Middle East. They run the gamut of large international banks and 
independent money managers to local entrepreneurial fi rms that are 
gaining assets and attention.

There is believed to be more than US$15 billion in assets in about 
125 Islamic funds worldwide. The asset managers with the highest 
number of funds include Wellington Management Co., Pictet & Cie, 
Worms & CIE/SEDCO, Al Rajhi Banking & Investment and Azzad Asset 
Management. Some estimates place the number of funds overall 
in equities, structured products and real estate at more than 500, 
including both open and closed funds.

Prominent local fi nancial institutions in the Middle East and South-
East Asia include Dubai Islamic Bank, Global Finance House (Bahrain), 
National Commercial Bank (Saudi Arabia), Bank Islam Malaysia and 
Bahrain Islamic Bank, among many others. Asset management fi rms 
active in Shariah fi elds include international money managers such 
as Société Générale Asset Management Alternative Investment and 
numerous entrepreneurial asset managers in the local markets. 
Although the Islamic asset management market has existed for some 
time, progress has only really occurred in this decade, specifi cally with 
advancements in the capital markets, coupled with Middle Eastern 
and Asian governments updating regulation and formalizing greater 
acceptance of a foreign presence in their countries. These changes 
have created a market considered ripe with opportunity, attracting 
multinational foreign fi rms.

A few foreign, conventional, multinational fi rms that focus on the capital 
market side of the business have extended their participation into 
Shariah asset management through their fi rms’ money management 

Shariah Governed Asset Management
By Denise Valentine

continued...

“Global estimates claim that 
there are about 250 qualifi ed 
religious scholars and only 
about two dozen or so that are 
internationally known, and who 
are therefore coveted to help 
design and approve investment 
products”
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divisions active in the capital markets or asset management. Two 
notable fi rms with Shariah compliant asset management products 
are HSBC, which works through its Amanah Capital division, and UBS, 
which operates under Noriba Bank. Barclays wealth division launched 
a presence in Dubai in 2007.

Benchmarking: Islamic indices
The growing availability and diversity of benchmarking is a sure sign of 
the growth and staying power of a niche business. Standard, market-
accepted benchmarks are a metric that provides the cornerstone of 
investment management best practices. The diversity and continual 
growth of available indices are a testament to the development 
of Shariah governed investments as its own market. The Islamic 
investment community now has Shariah compliant indices that either 
alone or in combination with other indices can benchmark a wide 
variety of investment approaches.

Dow Jones started its Islamic indices in 1999 and this has now 
expanded to more than 60 types of index. Other index providers include 
Global Investment House and Citigroup. FTSE has fi ve indices: Islamic 
All World, Islamic Americas, Islamic Europe, Islamic Asia-Pacifi c and 
Islamic South Africa. Yassar, based in Dubai, teamed up with FTSE to 
launch the FTSE Asia 100 Shariah Index. Yassar provides independent 
screening of the securities by its Shariah Committee. 

The FTSE SGX Asia Shariah 100 Index is the fi rst index of a planned 
series. The index includes Shariah compliant companies from Asia-
Pacifi c markets: Japan, Singapore, Taiwan, Korea and Hong Kong. The 
index is calculated in real time and published in US dollars. The index 
is 50% weighted in Japan and contains well-known brands such as 
Toyota Motor, Samsung Electronics, Matsushitia Electric and Nippon 
Steel. Korea makes up 19% of the index, Taiwan 15%, Hong Kong 14% 
and Singapore 2%.

Challenges in product design and distribution
As global capital market participants forge ahead with new security 
issuance and creative product design, a secondary market for Islamic 
securities grows. In turn, the asset management community will 
increasingly develop and distribute portfolio management products. 
However, currently, fi nancial institutions still face several hurdles in 
reaching full market capacity.

Islamic cleric shortage
In order to comply with Shariah law requiring design and oversight by 
properly trained scholars, a greater number of individuals are needed 
with dual training in Shariah and fi nancial markets.

Which comes fi rst – secular law or Shariah law?
With exceptions such as Saudi Arabia, Yemen and Iran, where secular 
law is Shariah law, most governments uphold national law, not Shariah 
law, as the fi nal law to be applied in litigation. This can create potential 
litigation or lack of recourse issues.

Lack of regulation, oversight and consumer protection in developing 
countries
Some market participants feel that the regulatory environments in 
developing countries are severely defi cient in oversight and consumer 
protection, and that Shariah products may not always serve the general 
population well. An example could be the potential for an exorbitant 
mark-up in profi t-sharing lending schemes. Generally this would apply 
to banking products rather than long-term investment portfolios. 
However, the issue is conceivable, and underlying Islamic investments 
might need to be screened for such activities. 

No standard Shariah law
Shariah law interpretations vary by country, particularly in the Middle 
East as against South-East Asia. Although the efforts of organizations 
such as the Islamic Financial Services Board (IFSB), International 
Islamic Financial Market (IIFM) and International Development Bank 
(IDB) are making strides in opening up communications, differences 
may continue to exist. Therefore, products may not be universally 
accepted by all Muslims. 

No standard documentation
The operational aspects of product origination, trading and settlement 
can be quite complex with fi xed income and derivatives instruments. 
This is true of non-Islamic products as well as Islamic products. 
However, as the industry as a whole grapples with these issues, 
Islamic securities are included in the process. The International Swaps 
and Derivatives Association (ISDA) and Bahrain-based IIFM are active 
on this front. 

Lack of investment education
While the public in western countries is generally bombarded with 
investment education, which some tap and some ignore, such 
resources are not always available in other parts of the world.
 
Lack of savings
In addition to a general lack of savings, with negative savings rates and 
a state welfare system in the Gulf Arab region, the broad adoption of 
such a scheme may be diffi cult. For many, there is cultural dependence 
upon extended families for fi nancial resources. According to the World 
Bank, savings rates are only relatively better in South Asia. 

Foreign fi rms: present, needed but welcome?
While Islamic countries are dependent upon the global powerhouses 
to help build a thriving secondary market for securities, their presence 
is not necessarily welcomed. Some Shariah scholars will not recognize 
an “Islamic window,” where a conventional fi nancial institution sets up 
a product, division, or private company to launch an Islamic product. 
The feeling is that the fi rm itself does not comply with Shariah, and 
therefore by association an Islamic window will not be in compliance. 

Shariah Governed Asset Management (continued...)

“Countries in the Middle East 
and South-East Asia must attract 
listings and new securities 
products to promote growth in 
the fi nancial services industry”

continued...
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Conclusions
Islamic fi nance centers are slowly opening up to global fi nancial 
institutions, which will further efforts in support of strong secondary 
markets in Islamic debt and equity. Similarly, large, well-resourced and 
creative institutions are and will continue rapidly to develop the capital 
markets across asset classes. In turn, this will arm money managers 
with a deeper well to draw from in creating managed portfolios. The 
securities markets in the Gulf are not as large as in western markets, 
which means that there are far fewer security selections for asset 
managers. South-East Asia is also light – Malaysia with 1,000 listed 
companies is considered a large selection. Countries in the Middle 
East and South-East Asia must attract listings and new securities 
products to promote growth in the fi nancial services industry.

On the investor front, market studies have repeatedly shown that 
if given the option to invest in Shariah products with competitive 
performance, Muslims would prefer to do so. As the Shariah sector 
moves forward, advancing investor fi nancial education and improving 
product distribution, the mass retail sector will respond. Today, the 
institutional market and the ultra high net worths in numerous family 
offi ces already deploy assets according to the Shariah, many in the 
real estate and private placement market.

Celent believes that a break-out opportunity for the Islamic asset 
management business is possible, particularly after 2007, which is a 
“stage-setting” year for many fi nancial institutions in both the capital 
markets and asset management businesses. While general market 
consensus suggests growth rates in the 15–20% range, Celent feels 
the global market could average 38% over the 2007–2010 period, 
with greater momentum in 2009. 

Equity fund assets are expected to jump from US$15.5 billion to 
US$53.8 billion by 2010, excluding the vast amount that will make its 
way to private placements in alternative investments by institutions 
and family offi ces. More fi nancial fi rms implementing investment 
programs, a growing awareness of investment options and cash-rich 
investors will be the drivers of this growth.

The Shariah compliant industry is formalizing its infrastructure, 
amassing assets quickly, and will become a signifi cant and profi table 
component of the fi nancial services industry, globally. 

Shariah Governed Asset Management (continued...)

This article is an extract taken from a 
report “Socially Responsible Investments-

Shariah Governed Investing” (February 2007). 

The author is a senior analyst in Celent’s securities and investments 
group, New York. Her research focuses on institutional asset 
management, hedge funds and the intermediary market, evaluating 
systems in the front, middle and back offi ce, as well as general 
industry trends. Please direct questions about this article to Arielle 
Lapiano, PR and corporate communications manager, by telephone 
at: +1 212 269 7547 or email to: alapiano@celent.com.
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Islamic law, or Shariah, is a comprehensive body of principles and 
precepts developed over 1,400 years. Variously spelled Shari’ah, 
Shar’iya, Sharia, or Shariah, in the context of investing, it is a 
complete body of law applicable to fi nance. In the past, observant 
Muslims were wary of being involved in fi nancial investment vehicles 
for fear that they were not compliant with Shariah. But now, Muslims 
are increasingly demanding Shariah compliant investments. Britain’s 
Financial Services Authority estimates that assets held in Shariah 
compliant accounts worldwide total between US$100 billion and 
US$500 billion, and that they are growing at 10–15% per year. Even 
a conservative fi gure of US$250 billion represents a fairly substantial 
number.

Standard & Poor’s (S&P) has three equity indices that track Shariah 
compliant stocks and provide Shariah compliant alternatives to the 
benchmark S&P 500, the S&P Europe 350 and the S&P Japan 500. 

The need for these Shariah compliant indices is clear. In the past few 
years, the concept of Islamic fi nance has received a broader acceptance 
worldwide. Banks, insurance companies, fi nance companies and 
asset management fi rms have all been actively seeking ways, and 
more importantly, instruments, to increase their involvement in Islamic 
fi nance. The reasons for this are not hard to fi nd. They include a large 
and growing pool of petrodollars, increasing fi nancial sophistication 
among Muslim investors, and a greater desire to invest in compliance 
with religious norms. Added to that is a recognition by large fi nancial 
institutions that a hitherto untapped market exists for these kind 
of products. The players now range from large banks, insurance 
companies and fi nance companies to smaller asset managers, and 
they are creating increasingly more Shariah compliant products. Also, 
the client base has expanded globally from South-East Asia and the 
Middle East to the US and Europe. 

Shariah compliant investment vehicles have been growing in range, 
complexity and variety over the past few years at an astonishing speed. 
Starting with Murabahah (trade fi nance) and growing to Sukuk (Islamic 
bonds), real estate products, and even equity indices, the basket of 
products on offer has proliferated. 

However, despite this growth, there is still a dearth of Shariah compliant 
products. A pronounced shortage of short-term instruments and the 
absence of a secondary market for Islamic fi nancial instruments have 
both hindered the creation of true liquidity in the world of Islamic 
fi nance. Additionally, since Shariah law is mostly oral, different scholars 
have issued numerous interpretations, with differences arising from 
their leanings – more conservative versus liberal. 

The complex nature of today’s accounting and fi nancial transactions, 
and the growing interest to interpret these as Shariah compliant or not, 
has led to some confusion among scholars on what the gold standard 
ought to be.

Construction of Shariah compliant indices
Standard & Poor’s new Shariah equity indices are derived from two 
major fatwa (legal opinions handed down by Islamic religious leaders), 
one issued in the late 1990s and the other in 2003. As with all other 
Islamic fi nancial products, a Shariah supervisory board oversees the 

construction and maintenance of a compliant index. The board, which 
consists of up to 11 Islamic scholars with an in-depth knowledge of 
Shariah laws as they relate to these products, oversees the structure 
and documentation of the index and other related products. The 
requirements of the index or the investors are not the board’s primary 
concern, rather they concentrate on adherence to the principles 
of Shariah in regards to creating the index. The board provides the 
fundamental principles upon which the eligibility of the index’s 
constituents is determined, how the ongoing rebalancing is done, 
and how often the index is reviewed. The actual index construction, 
the selection of constituents and any business decisions related to 
the index are within the purview of the index provider, in this case 
Standard & Poor’s, as long as they adhere to the Shariah principles 
defi ned by the board. 

Generally accepted principles of Shariah compliance
The screening of companies for compliance is based on both a sectoral 
basis and an accounting ratio basis. Sector-based screens fi lter out 
stocks in business activities that are not considered acceptable under 
Shariah and would not be appropriate for investment for observant 
Muslims. 

During the selection process, each company’s audited annual report 
is reviewed to ensure that the company is not involved in any non-
Shariah compliant activities. Those found to be non-compliant are 
screened out.

Accounting-based screens
After removing companies with non-compliant business activities, the 
remaining companies are examined for compliance in fi nancial ratios, 
because certain ratios as determined by the Shariah board may violate 
compliance measurements. Three areas of focus are leverage, cash 
and the share of revenues derived from non-compliant activities. All of 
these are subject to evaluation on an ongoing basis.

Leverage compliance is measured as:
• Debt minus cash as a percentage of debt. In addition the 12-

month average market value of equity must be less than 33%.

Cash compliance requires the cash to conform to the following:
• Accounts receivables as a percentage of debt and the 12-

month average of market value of equity must be less than 
45%.

• Cash as a percentage of the 12-month average market value 
of equity must be less than 33%.

Revenue share from non-compliant activities
In certain cases revenues from non-compliant activities are permissible, 
if they comply with the following threshold:

• Non-permissible income as a percentage of total revenue must 
be less than 5%.

Building a Shariah compliant equity index
Stock selection for the three new S&P Shariah indices is done on a 
two-tier basis. First, equities are selected for the underlying index, and 
only these are eligible for the Shariah compliant version of the index. 

Benchmark for Shariah Compliant Investments
By Alka Banerjee

continued...
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Benchmark for Shariah Compliant Investments (continued...)

Then the existing constituents of underlying indices are screened using 
the fi lters mentioned above. The stocks that pass the screen remain 
in the index. Compliant stocks are deleted from the Shariah index if 
they are deleted from the underlying index. Stocks that are added to 
the underlying index are reviewed for compliance before being added 
to the Shariah version. Monitoring is undertaken for all stocks in the 
underlying indices to ensure ongoing compliance. Annual reports are 
being constantly reviewed to measure any changes in business activity 
or accounting ratios.

Returns from Shariah indices
Historical analysis reviewing the past fi ve years shows that the Shariah 
compliant indices in the three regions had a high correlation to the 
underlying indices. In the US, the S&P 500 Shariah correlated over 98% 
with the regular S&P 500, the Europe 350 saw 97% correlation, and in 
Japan it was slightly less, at 88% over the last fi ve years. Although total 
return performance overall was slightly lower for the Shariah versions, 
the differences were minor over time. The key is that investors can get 
the top-tier proxies for market investment and yet comply with Shariah 
norms. 

Sector weightings are also well distributed. Beside the sectors that are 
deliberately fi ltered out, the rest are fairly well distributed.

Shariah compliant indices have higher profi t to equity ratios than the 
underlying indices but lower dividends. The latter is due to screening 
out companies with high cash percentages. Companies with lower 
cash will pay lower dividends. 

Commercial applications of Shariah equity indices 
Currently, Shariah investment offerings are most popular for creating 
structured products, which are relatively narrow, liquid baskets 
focused on specifi c sectors and regions. These are primarily sold as 
structured deposits or mutual funds. However, they can be relatively 
more expensive to create, and retail customers have little access to 
them. Recently, some innovative products have been launched in the 
form of Islamic certifi cates. In these instruments, the Murabahah 
transaction is removed to eliminate the callability risk, and an issuing 

vehicle and a guarantor are set up within the issuing bank, which sells 
only the optional part of the structure.

A few Shariah compliant exchange-traded funds (ETFs) have been 
launched, but they are still on a relatively small scale. The Singapore 
stock exchange and the Dubai International Financial Exchange have 
been fairly aggressive in promoting the launch of some region-specifi c 
ETFs based on Shariah indices. Islamic certifi cates have also been 
listed for trading on exchanges.

One big area that remains untapped is the creation of futures and 
options based on Shariah indices. Derivative trading itself is forbidden 
under Islamic fi nance, but scholars are looking into creative ways of 
coming up with new products that conform to Shariah and yet provide 
more liquidity and depth. 

The recent increase in acceptance of Islamic fi nance has led to a spurt 
in the number of players entering the market. The industry, however, 
is witnessing a phenomenon somewhat similar to the initial days 
of the dot-com boom – the existence and exuberance of too many 
players. This will necessarily be followed by a period of consolidation 
and standardization. Still, despite any cyclical ups and downs, Islamic 
fi nance and Shariah compliant equity indices are here for the long 
haul. 

The author is vice-president of 
Standard & Poor’s Index Analysis 
and Management Group. She can be 
contacted by email at alka_banerjee@
standardandpoors.com.

The opinions expressed in this article are the independent opinions 
of Standard & Poor’s Index Analysis and Management Group and do 
not refl ect the opinions of other areas of Standard & Poor’s. Standard 
& Poor’s Index Analysis and Management activities are performed as 
an entirely separate activity from other Standard & Poor’s analytic 
services in order to preserve the independence and objectivity of 
each analytic process.
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Could you briefl y describe your functions?
Established in 1995, Al Meezan Investment Management (Al Meezan 
Investments) is a non-banking fi nance company (NBFC) with a license 
to perform asset management and investment advisory services as 
per the NBFC Rules, 2003. Our main area of business is investment 
management; specifi cally developing, fl oating and managing both 
open and closed end funds and the discretionary management of 
institutional portfolios. 

What is the role of Al Meezan Investment in the Islamic fi nance 
industry?
The mutual funds industry in Pakistan was started in 1962 in the public 
sector by the establishment of National Investment Trust (NIT) and, 
after 33 years of its establishment, asset management companies in 
the private sector started up with the launch of Al Meezan Investments. 
Our fl agship product, Al Meezan Mutual Fund, began operations in 
1996. Al Meezan Investments is the market leader in the Islamic 
funds category and is the only Shariah compliant asset management 
company in Pakistan. 

Our objective is to develop Shariah compliant mutual funds for our 
investors to provide them with pure profi t, so in accordance with our 
mission we are endeavoring to diversify our product portfolio to cater 
to the needs of different investors. Presently we have four mutual 
funds in our portfolio, and two of our funds are fi rsts of their kind in 
Pakistan, namely Meezan Balanced Fund and Meezan Islamic Income 
Fund. Our open end equity fund, Meezan Islamic Fund, is not only the 
largest Shariah compliant fund, but also the largest private open end 
equity fund in Pakistan.

Currently, Al Meezan Investment is the only Islamic asset management 
company in Pakistan. However, now many conventional asset 
management companies have started to launch Islamic funds.

How does Al Meezan Investment measure up in the market?
The mutual funds industry in Pakistan stands at PKR185 billion 
(US$3.05 billion) as at the 31st March 2007. Of this, Al Meezan 
Investments holds a 4.45% portion, with assets of PKR8.2 billion 
(US$135 million). 

The Islamic mutual funds industry represents 5.77% of the total 
industry; Al Meezan Investments is the market leader with more than 
a 77% market share.

What are your products and who are the target clients?
Our products are mainly mutual funds and the discretionary 
management of institutional portfolios. Currently we have two closed 
end and two open end funds. We are also managing the portfolios 
of various institutions to provide them with healthy returns on their 
investment. Our two open end funds are the Meezan Islamic Fund and 
Meezan Islamic Income Fund. Our two closed end funds are the Al 
Meezan Mutual Fund and Meezan Balanced Fund.

We are dedicated to providing Shariah compliant investment solutions 
to retail and institutional customers. We aim at providing maximum 
competitive and halal returns to our investors. 

How are your products marketed?
At Al Meezan Investments we utilize all marketing tools. For distribution, 
the network of Pakistan’s premier Islamic bank Meezan Bank is used, 
which currently has 62 branches with an expectation of growing 
to 100 by the year end. We have placed our investment offi cers at 
designated branches to help our investors. We have also appointed 
facilitators to provide personalized services to investors. Furthermore, 
we have developed our institutional sales team to target corporate 
clients. For advertising and promotion, we use all available mediums 
of marketing, including electronic media, print media, participation in 
various exhibitions and seminars, etc.

Do you have alliances with other fund managers?
At present, we do not have any alliance with local or foreign fund 
managers. In the early operational years of Al Meezan Investments, 
we were allied with Jardine Fleming Investment Management 
International. As a part of their global restructuring, they wound up 
their operations in Pakistan. However, during that period Al Meezan 
Investments benefi ted immensely from the international expertise of 
Jardine Fleming. They contributed to the development of the strategic 
plans and investment policies of the company. 

We do not rule out the possibility of tying up with overseas partners 
in the future.

What are the main ingredients in Islamic asset and cash 
management?

• Following the Divine prohibitions.
• Following regulatory restrictions.
• Checks and balances.
• Social equality.
• Moral and ethical considerations and restrictions.
• Product innovation.

More specifi cally, for equity selection we follow the criteria laid down 
by our Shariah advisor to quantify the business of the company on the 
following basis:

• The total debt of the investee company should not exceed 40% 
of the total assets. 

• The total illiquid assets of the investee company as a percentage 
of the total assets should be at least 20%. 

• Investment in non-Shariah compliant activities should be less 
than 33% and income from non-Shariah compliant investments 
should be under 5%.

• The net liquid assets (current assets minus current liabilities) 
per share should not be less than the market price of the 
share.

What are the prospects for Islamic asset management in Pakistan?
If we look at the current mutual funds industry in Pakistan, exactly 
one year ago there were only four Islamic mutual funds in Pakistan. 
At present we have eight Islamic mutual funds, depicting a 100% 
growth in one year only. Therefore we can say that as Islamic asset 
management is growing rapidly the world over, similarly this growth 

Q & A with Al Meezan Investment Management, Pakistan

continued...
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can be witnessed in our country. There is huge growth potential in this 
particular investment sector, and in the near future we will see many 
more funds and asset management companies operating on Islamic 
principles.

What is the objective of Al Meezan Investment in the next fi ve 
years?
To be the leading asset management company in Pakistan and a 
player of repute in our region with our innovative product portfolio that 
suits the needs of our investors.

What are the major challenges in managing assets according to 
Shariah principles and how are these being addressed? 
The major issue in managing assets according to Shariah principles 
is that of the inadequacy of capital market instruments, the lack of 
liquidity and the absence of specialized products which can hedge risk 
effi ciently.

Since Al Meezan Investments is the premier and only Islamic asset 
management company in Pakistan, we are taking the lead in developing 
specialized products, as well to serve our investors in a more effi cient 
manner.

What are the regulatory requirements for asset managers?
Investment management companies are governed by the Securities 
and Exchange Commission of Pakistan (SECP) and they need a license 
to perform such functions. Also, whenever they wish to launch a 
specifi c product, they need the approval and authorization of the funds 
through the regulator. The SECP has a set of rules for NBFIs (NBFC 
Rules, 2003) and adherence to these rules is strictly monitored.

There are no separate regulatory regulations that govern Islamic 
asset management companies, since in Pakistan there is only one 
Islamic asset management company. Therefore, at present we have 
our Shariah advisors and they monitor the functioning of our funds in 
accordance with Shariah principles. 

However, taking the example of the banking sector in Pakistan, the 
regulator (State Bank of Pakistan) has a separate Islamic banking 
division which is responsible for the proper functioning and adherence 
to the principles of Shariah. So, in the future, with the growth of Islamic 
fund management, there is the possibility of regulator involvement.

Fund Net assets 
(PKR million)
(31st March 2007)

Return (%)
(July 2006–March 
2007)

Al Meezan Mutual Fund 1,839 10.10

Meezan Balanced Fund 1,397 9.71

Meezan Islamic Fund 3,570 7.81

Meezan Islamic Income Fund 1,423 1.96*

* Launched on 17th January 2007

Fund 5-year rate of return (%)

Al Meezan Mutual Fund 40.88

Meezan Islamic Fund* 30.61

Meezan Balanced Fund** 21.16

* Launched in August 2003

** Launched in December 2004

What are the general investment criteria and terms that fund 
managers must comply with, other than Shariah compliance?
Apart from the NBFC Rules, 2003, fund managers also need to comply 
with the conditions that are placed in the offering document of the 
fund, approved by the regulator. 

For example, mutual funds have to comply with all the NBFC Rules 
promulgated by SECP that mutual funds will not, at any time, invest 
more than 10% (a relaxation of 15% for Islamic funds) of the fund’s net 
assets in any one company. The funds must not, at any time, invest in 
any one sector more than 25% (a relaxation of 30% for Islamic funds) 
of the fund’s net assets.

Al Meezan Investments’ four funds are managed by qualifi ed 
professional fund managers who follow the guidelines laid down by 
the investment committee.

Where do you see Islamic fi nance in the next fi ve years and where 
would you like Al Meezan to be on this map?
With the advent of awareness and the rising need for Islamic fi nancial 
products, we have seen enormous growth in the Islamic fi nancial 
industry in the past decade. This industry, although currently in its 
infancy stage, is growing rapidly and we expect it to grow with the same 
acceleration. We would like Al Meezan Investment to be an important 
and recognized player through our innovative products.

We are working aggressively on our marketing strategies to gain 
better penetration in the market and create a positive brand image. 
We have increased our distribution network immensely, with a focus 
on the retail market. Our objective is to inculcate a savings culture in 
individuals so that these savings become a part of the economic cycle 
to increase Pakistan’s GDP at a macro level. 

Q & A with Al Meezan Investment Management, Pakistan (continued...)
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Legal structure of funds
In India, open and closed ended funds both fall under the same legal 
structure. They are regulated by the Securities and Exchange Board 
of India (SEBI) and operate in the form of a trust. 

A sponsor establishes the mutual fund, which is required to contribute 
40% of the net worth of the asset management company (AMC). The 
AMC has to show a sound fi nancial track record, with the appointment 
of fi ve trustees, a fi ve-year track record of business interest in the fund 
manager and must have reported profi ts for at least three of the fi ve 
years.

Regulatory requirements for trustees
The trustee manages the mutual fund and looks after the operations 
of the appointed AMC. All investments are held by the trustee. A 
minimum of four members sit on the board of trustees, with two to 
three of these being independent members. 

The sponsor executes and registers a trust deed in favor of the trustee, 
who has a fi duciary responsibility. A trustee is restricted to sitting on 
the board of only one mutual fund company, unless he/she is an 
independent trustee in both mutual funds. All trustees appointed 
require the prior approval of SEBI. A trust is then formed through the 
“trust deed.”

Asset management companies 
The AMC acts as investment manager of the trust under the board’s 
supervision and the direction of the trustees. As the fund manager, 
the AMC fl oats the different fund schemes and is also responsible to 
the trustees.

All fees paid to the AMC have a ceiling, as decided by SEBI. These 
limits include:

• Initial issue expenses not exceeding 6%.
• Recurring expenses include, amongst others, trustee fees and 

audit fees. 
• In the case where net assets fall below Rs1 billion (US$23.48 

million), the asset management fee can be a maximum of 
1.25% of average weekly net assets.

• Where assets exceed Rs1 billion (US$23.48 million), an 
additional asset management fee up to a maximum 1% of 
additional net assets can be charged.

• A no-load scheme is subject to a further fee not exceeding 1% 
of the average weekly net assets.

 

Sponsor
The sponsor is responsible for the appointment of the AMC. There may 
be occasions where the sponsor passes this power to the trustees 
through the trust deed. At least 50% of directors on the board of an 
AMC should be independent of the sponsor. 

The AMC is disallowed from dealing in more than 5% of daily gross 
business of the mutual fund with any broker or fi rm associated with 
the sponsor. AMCs which engage in deals involving their associates 
are required to disclose all such transactions.
 

Other operating bodies
The board of trustees appoints a custodian for the safekeeping of 
all securities – the custodian should be an entity independent of the 
sponsor. There are also the bankers, transfer agents responsible for 
issuing and redeeming the units in the fund and performing other 
related services and distributors – appointed by the AMC – who may 
act on behalf of different funds and agents or individuals.

Equities
Indian equity markets offer investment opportunities in a wide variety 
of sectors. At present, non-Shariah compliant companies make up 
less than 16.5% of the Nifty. The leverage for most large companies 
(excluding fi nancials) is below 30% and this is projected to remain 
at moderate levels. Excess cash is being utilized for expansion and 
acquisitions, thus improving quality of earnings.

Conclusion
An Islamic equity fund functions like any other equity fund available on 
the market. The only difference is that it invests in companies which 
are acceptable under the Islamic Shariah rules. 

Stocks selection for investment by an Islamic fund goes through a 
screening process, according to guidelines set by Islamic Shariah 
principles. Only stocks which successfully pass through this Shariah 
stock selection screen can be considered for investment by the Islamic 
fund. (See diagram below for an illustration of the stock selection 
procedure.) 

The Building Blocks of Shariah Compliant Funds Management
By Zafar Sareshwala

The author is the managing director of Parsoli, a 
non-banking fi nance company approved by the 
Reserve Bank of India. The prime motivation to 
set up the company was to draw on the vast 
and untapped potential of Muslims in India 

who require Shariah compliant fi nancial products. The author can be 
contacted by email at: zafar@parsoli.com.

ISLAMIC FUNDS ASIA 2007, KUALA LUMPUR, MALAYSIA PARSOLI CORPORATION LIMITED

Shariah Stock Selection Criteria
Does the company contravene our Shariah criteria?

Is the company attractive on financial grounds?

Is the company operating in a growing market?

Are there positive ethical reasons to invest?

Are there competitors who offer greater ethical
reasons?
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Within a decade, Islamic fi nance has spread like wildfi re and is 
altering the fi nancial landscape across the world. From the Middle 
East, Islamic fi nance is now taking a hold in fi nancial centers not just 
in Muslim-dominated countries in Asia, but also in North America and 
Europe.

Germany is one such country where activities in Islamic fi nance are 
spreading, albeit at a gradual pace. This is confi rmed by Hassan 
Sohbi, corporate fi nance partner at Taylor Wessing Frankfurt: “The 
market is considered to be a profi table niche market with a growth 
rate of 10–15% per annum. It consists of different types of fi nancial 
instruments which have become increasingly popular in Germany.” 
Hassan specializes in all issues of corporate investment and fi nancing 
at the law fi rm.

Another partner in Taylor Wessing, Claus Goedecke, echoes Hassan’s 
statement: “We are also seeing a marked increase of Shariah compliant 
fi nance transactions. Investors from Islamic countries, in particular 
the Middle East, have discovered the current booming property market 
in Germany.” Claus is with the corporate fi nancial service and funds 
department and practices a broad range of fi nancing transactions, 
especially relating to acquisition fi nance, property fi nance, structured 
fi nance and capital markets. 

Islamic fi nance offers an avenue for investors who do not want to 
have any dealings in anything that contravenes their belief in Islam, 
which amongst other things prohibits riba and gharar in fi nancial 
transactions and businesses that are linked to haram (forbidden) 
products. Pioneers of this alternative to conventional fi nancing and 
investment have seen its momentum build exponentially within the 
last few years and the benefi ts have been proven. 

In December 2006, for example, DWS – as the mutual fund arm of 
Deutsche Bank – launched a specialist fund range to meet the specifi c 
needs of Islamic investors. DWS, as one of the top 10 largest mutual 
fund managers worldwide, has also introduced DWS Noor Islamic 
Funds, with more than US$2 billion capital invested.

The UK last month established a benchmark in making London an 
Islamic fi nancial center, and Hassan is confi dent that Islamic fi nance, in 
the near future, can play a signifi cant role in property development and 
project fi nance. Another segment he looks forward to is infrastructure 
fi nance structured according to the Ijarah model. 

The human and intellectual capital available in the UK, together 
with London’s reputation as a center for fi nancial excellence, puts it 
in a prime position to take advantage of the exciting phenomenon 
being seen today in Shariah compliant product development. When 
asked whether Germany wants to emulate the UK in promoting the 
Islamic fi nance industry, such as, for example, by introducing tax 
reforms, facilitating Sukuk issuances and other related incentives, 
Claus divulged, “To our knowledge, there are no such plans at the 
moment.”

In 2004, Islamic fi nance created history when an Islamic bond was 
issued by a foundation established by the German state of Saxony-

Anhalt, the Stichting Sachsen-Anhalt Trust (SSAT). As a recipient of the 
strong fi scal equalization system in Germany and also benefi ting from 
supplementary grants from the government, Standard & Poor’s had 
at the time of the Sukuk issuance rated the SSAT fl oating rate Sukuk 
trust certifi cate AA-. However, both Hassan and Claus commented that 
it is unlikely for another sovereign Sukuk to be issued after the SSAT 
trust certifi cate matures in 2009. “We are not aware of such a plan,” 
they state.

In regards to prospects of German corporations favoring Islamic 
fi nance transactions, Claus explains: “We see an increased interest in 
tapping into alternative sources of fi nancing, including Islamic fi nance. 
However, despite increased acceptance of Islamic fi nance, the market 
is not as developed as in the UK and hence knowledge and access to 
such funding sources is still quite limited.”

If Germany does decide to move ahead in Islamic fi nance, possible 
areas to look into would be property and project fi nance/infrastructure 
fi nance – probably two of the most promising areas for Germany.

In order for Islamic banks or windows/subsidiaries of existing local 
banks to be established in Germany, they must comply with the 
requirements of the German Banking Act (Kreditwesengesetz). This 
is the key challenge that Islamic fi nance issuers have to overcome in 
Germany. 

“Depending on the exact nature of the activity, however, we assume 
that fi nancing activities conducted in Germany will require a license, 
which under the EU Passport rules could be granted in any EU member 
state,” comments Claus. He has no knowledge of any application 
being made by an Islamic fi nancial institution to become a bank in 
Germany.

“In this respect Islamic banks would be treated no differently than 
other fi nancing institutions for regulatory purposes,” adds Hassan. 
Nonetheless, “German courts have not yet had suffi cient experience 
in deciding issues subject to Shariah.”

As for the notion of foreign Islamic banks partnering with German 
banks, Hassan confi des this is defi nitely an option to consider, in 
particular regarding Sukuk issues and in property fi nance, project 
fi nance and infrastructure fi nance. 

When asked about the attraction of Germany for Islamic investors, both 
Hassan and Claus agree on the tremendous increase in investment by 
Muslim investors into German private and public equity, which shows 
the interest of such investors to participate in one of the world’s 
strongest economies. However, despite the German market still lacking 
structured Shariah compliant products, Hassan anticipates: “We 
expect German fi nancial institutions to invest strongly in developing 
such products in the near future.”

In conclusion, both are excited about Islamic fi nance playing an 
increasingly visible role in Germany for both the domestic Muslim 
retail community as well as foreign institutional investors. “We expect 
that Islamic fi nance in Germany will be available in a wider variety of 
standardized and structured products.”  

Germany: Reasonably Excited about Islamic Finance
By Nora Salim
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The discussions have been many in respect of the convergence of Shariah interpretation. In my 
view, the convergence of Shariah rulings is necessary to have a universal view on certain products 
to encourage more cross-border deals without having to debate whether a certain product is 

Shariah compliant or not.

However, the differences expressed on Shariah interpretation should not be seen as a hindrance, because in countries where a particular 
product is Shariah compliant, the product should be allowed to thrive, even if it is not acceptable in other countries, as it can then just cater 
for that particular domestic market.

MOHAMED RIDZA: Managing Partner, Ridza Law

It is certainly the case that Islamic fi nancial services are becoming more sophisticated with the development of 
retail products designed for particular consumer needs and the emergence of Islamic investment banking, whose 
remit includes Sukuk innovation and arrangement. Product needs vary between countries, however, and it may be 

unnecessary or inappropriate to offer controversial products such as Islamic hedge funds, for example, in underdeveloped Muslim fi nancial 
markets. Indeed some might argue that fi nancial development might confl ict with purity.

Although Shariah principles are God given and universal, Islamic fi nance is in practice governed by national laws and regulatory requirements. 
The scholars’ rulings refl ect these national differences, as well as the different schools of Islamic jurisprudence to which they adhere. 
Difference brings debate and ultimately advance, whereas standardization means the end of debate and perhaps results in a stagnation 
of fi qh. Through ijtihad progress is possible, as human understanding of Shariah in the fi nancial fi eld advances, but standardization might 
inhibit further innovation.

PROFESSOR RODNEY WILSON: Director of Postgraduate Studies, Durham University

First, we need to recognize that there is a big difference between Shariah rulings (fatwa) and 
interpretation of the rulings. In Islamic fi nance, Shariah rulings are issued by Shariah scholars, 
while the interpretations in most cases are the domain of regulators and practitioners. The laws and 

guidelines put up by the regulators to a large extent dictate how the rulings should be translated operationally by the practitioner, i.e. Islamic 
banks, Takaful operators, etc. Thus, in cases where a Shariah compliant product is not acceptable in a certain country, I believe that it is 
most likely that the problem and solution lies with the regulators.

An example of this is the Bai Bithaman Ajil (BBA) fi nancing product as practiced in Malaysia. This product is actually based on Bai Inah 
principles. But, let’s not go into the legality arguments. Instead, focus on the issue of Islamic banks using the BBA for fi nancing new houses 
that have yet to be built. This is problematic to say the least because for students of Islamic fi nance, we have been taught that a Bai (sale) 
contract cannot be applied to a product that has not yet come into existence. The correct contract to use is either Istisnah or Salam. Truly 
this Shariah ruling is beyond doubt. However, BBA for un-built homes has been in practice ever since Bank Islam started operations 24 years 
ago. Why is this so? Simply because there are no guidelines against the practice.

So, when friends elsewhere in the world say that BBA is not being practiced in their countries, I have little reason to doubt them. To conclude, 
it is my humble view that it is not necessary for interpretations of Shariah rulings to converge between countries; but it is an absolute must 
for the interpretations NOT to contradict any Shariah rulings. And this is applicable to all countries.

Adherence to undisputed Shariah rulings will invariably harmonize operational interpretations. The Prophet did remind us to keep Islam 
innocent and free of blemishes by moving from the gray areas into what is clearly permissible. As the environment gets more sophisticated, 
the challenge to leave the gray areas will become more diffi cult; because the stake that needs to be forsaken will be bigger. The Islamic 
fi nance fraternity can have session after session on how to harmonize interpretations, but unless it is striving to adhere to the undisputed 
Shariah rulings, no harmony can be achieved.

MAHADZIR AHMAD: Islamic Finance Analyst, Azmi & Associates

continued...

In an environment where Islamic fi nancial services are becoming increasingly sophisticated, there are 
times when certain products originating from one country are not acceptable in another country. Is it 

then necessary for interpretation of Shariah rulings to converge?
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This phenomenon does not occur essentially because of the different interpretations by different scholars in 
different jurisdictions. With any contemporary Shariah issues, especially related to commercial transactions, 

the discussions and rulings are based on the previous rulings made by the early Muslim jurists. Of course there are instances where they 
differ in opinions on a particular issue. However, in most cases the Muslim jurists know exactly why the differences occur and they know 
that in a normal circumstances, the majority rules should be applied, i.e. the opinion of Jumhur Fuqaha’ is preferable. However, in today’s 
sophisticated environment, different jurisdictions have to adopt different opinions based on many factors, namely:

1. Legal framework and set-up of the particular jurisdiction.
2. Tax regime of the particular jurisdiction.
3. Other relevant regulatory requirements of the particular jurisdictions.
4. Other issues which are peculiar to the country, including the culture and customary practices.

Because of the above, scholars in different jurisdictions have to follow the minority’s opinion, so that the ruling will resolve the Shariah 
issues faced by that particular country with minimal impact on the current legal system, tax regime and regulatory requirements of the 
country. This is in line with the concept of Siyasah Shari’iyyah.

It is the above mentioned factors, not the scholars in one country being more lenient than in another, which cause the divergence. In order 
to converge Shariah rulings, all these factors need to be carefully considered.

ABDUL GHANI ENDUT: Co-Head, Shariah Department, CIMB Islamic

While Shariah rulings should consistently analyze certain fundamental principles, approaches and 
structuring techniques, given the complex nature of Islamic law, Shariah rulings should not and 

cannot converge on all points. Islamic law encompasses a complex set of principles that are interpreted by distinct schools of thought 
(madhabs) in different ways. While certain fundamental principles serve as tenants of every madhab (for example the prohibition on 
excessive uncertainty [gharar]), the madhabs diverge on a number of approaches that affect the way in which Islamic fi nancial transactions 
are structured (such as the scope of forbidden gharar). Acceptable fi nancial practices vary between madhabs and should not be stifl ed by 
a desire for uniformity.

ANZAL MOHAMMED: Associate, International Capital Markets, Allen & Overy

Next Forum Question
The views expressed in Islamic fi nance forum are those of our panelists, and not necessarily those of Islamic Finance news.

Much has been written and said about the importance of innovation of Islamic fi nancial products.  However, is 
it not the case that what the industry really needs is predictability in terms of product offerings?

If you would like to air your views on the next Islamic Finance Forum Question, please email your response of between 50 and 300 
words to Christina Morgan, Forum Editor, at: Christina.Morgan@RedMoneyGroup.com before Wednesday 25th April 2007.
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Islamic Finance news talks to leading players in the industry

Could you provide a brief journey of how you arrived 
where you are today?

After earning a degree in banking and fi nance from Monash University 
in Melbourne, I began my fi nancial services career in Australia with 
State Street, followed by Princeton Financial Systems – fi rst in Sydney 
and then in London. I spent several years working in funds management 
and brokering. In 2000, I joined Charles River Development, where I 
was charged with establishing and growing the fi rm’s European sales 
and marketing operations. In 2004, I moved back to Australia to 
establish a regional headquarters for Charles River Asia-Pacifi c and 
build a strong regional presence for the fi rm – a role I continue to 
play. 

What does your role involve?
As managing director of a provider of technology systems and services 
for investment fi rms, I oversee the fi rm’s Asia-Pacifi c operations, 
business development, sales, marketing, technical support and 
product implementation services in the region. 

What is your greatest achievement to date?
Since opening the Melbourne offi ce in 2004, Charles River has 
expanded its Asia-Pacifi c employee base to more than 40 service 
and sales professionals and tripled its local client service personnel. 
Charles River currently has over 45 Asia-Pacifi c region clients in 
countries such as Japan, Australia, New Zealand, Thailand, Singapore, 
Malaysia, Hong Kong and Korea.

Which of your products/services deliver the best 
results?

Charles River Investment Management System (Charles River IMS) 
is an award-winning software suite that is used by fi rms for portfolio 
management and modeling, order management and electronic trading, 
real-time pre-trade and end-of-day compliance and for the centralized 
management of trade matching, confi rmation and settlement workfl ow. 
Our clients use our system for both domestic and cross-border activity 
for all security types, receiving 24-hour support. 

What are the strengths of your business?
Charles River has maintained its leadership position in the investment 
management systems market for many reasons. A key differentiator 
is the fi rm’s continued investment in research and development. This 
allows Charles River to deliver products and services that meet our 
clients’ changing needs. Continuous development is crucial to our 

clients’ overall success, particularly as asset managers take more 
control of their trade executions. 

For example, many systems require Islamic investment professionals 
to create a rule for each restriction list specifi c to each account. This 
is a manual process that can be time-consuming and subject to error. 
Charles River IMS automates this process and ensures compliance 
to Islamic guidelines by allowing clients to maintain restriction lists 
specifi c to each portfolio and create a single rule which can, in real 
time, address numerous restrictions across multiple portfolios. 

What are the factors contributing to the success of 
your company?

There are several. First, we offer a broad array of functionalities and are 
continually developing the product to adapt quickly to market needs. 
Secondly, we have a very diverse client base, which ensures a secure 
business as no one client represents more than 2.5% of revenue. 
Our clients represent all segments of the investment community, and 
are located in over 30 countries across six continents. This diversity 
also benefi ts our clients, as we have designed our products to meet 
any country-specifi c language, regulation or investment requirement. 
Finally, Charles River is a truly global company, with regional offi ces in 
Melbourne, Singapore, London, Paris, Boston, and a local presence in 
many other major metropolitan areas around the globe. Charles River 
has long recognized that local knowledge and experience is critical to 
success, and this recognition is part of our winning strategy to serve 
the needs of customers in both local and global markets.

What are the obstacles faced in running your 
business today?

My challenge is to make Asia-Pacifi c fi rms aware of the value our 
company provides at all product and service levels. The Asia-Pacifi c 
region is made up of a diverse group of countries and cultures – 
each having its own set of languages, regulations, legal and trading 
requirements. All of these factors make my job of building awareness 
for Charles River throughout the region challenging. Charles River’s 
deep knowledge of regional and local nuances and its products’ ability 
to meet clients’ unique needs helps me to succeed.

Where do you see the Islamic fi nance industry, 
maybe in the next fi ve years?

More and more investors are seeking to have their portfolios refl ect 
their personal lifestyle and ethics. As one of the fastest growing fi nance 
industries in the world, acceptance of Islamic funds will undoubtedly 
spread and become more widely accepted.

Name one thing you would like to see change in the 
world of Islamic fi nance?

Technology should be a major part of an investment manager’s Islamic 
fund strategy. It eliminates the time-intensive aspects of portfolio 
development and management by automating the process and 
ensuring portfolio compliance to Shariah guidelines. 

Name:
Position:

Company:

Based: 
Age:

Nationality:

Cameron Field
Managing Director, 
Asia-Pacifi c
Charles River 
Development
Melbourne, Australia
38

Australian

Charles River Development is a provider of software 
and services to investment managers in the global 
institutional asset management, mutual fund, banking, 
pension, hedge fund, wealth management and 
insurance industries.
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INSTRUMENT Serial Sukuk of RM720 million in nominal value under the Islamic principle of Musharakah.

ISSUER Kuala Lumpur Sentral (KLSSB)

PURPOSE OF ISSUE 

The proceeds from the Sukuk issuance will be utilized as investors’ capital contribution to the Musharakah 
venture, and used to purchase project lands from KLSSB. KLSSB will then utilize a portion of the sale’s proceeds 
to redeem KLSSB’s outstanding Bai Bithaman Ajil Debt Securities (BaIDS) worth RM920 million (US$266.62 
million) in 2001, with a 10-year tenure. 

BOARD OF DIRECTORS
Dr Roslan A. Ghaffar – chairman, Chan Chee Meng – chief executive offi cer, Shahril Ridza Ridzuan, Dr Mohd 
Shahari Ahmad Jabbar, Dr Haji Noordin Haji Abd Razak, Ahmayuddin Ahmad, Haji Hilmi Mohamad, Azman Ahmad 
Shaharbi, Mohd Nasir Noordin, Mohd Nor Abdul Karim.

ISSUE SIZE RM720 million (US$208.7 million) 

DATE OF ISSUE 6th April 2007

MATURITY The Sukuk will be issued in series with tenors ranging from 1 to 7 years from the issue date.

PAYMENT SCHEDULE

AUTHORIZED PAID-UP 
CAPITAL

RM50 million (US$14.49 million) 

LEAD ARRANGERS HSBC Bank Malaysia and Kuwait Finance House (Malaysia)

LEGAL COUNSEL Zaid Ibrahim & Co.

FINANCIAL ADVISOR Newfi elds Advisors

GUARANTOR Credit Enhancement Provider – Kuwait Finance House (Malaysia) 

TRUSTEE Malaysian Trustees 

SHARIAH ADVISOR Kuwait Finance House (Malaysia) 

METHOD OF ISSUE 

The Sukuk is issued by way of private placement without prospectus. The transaction entails sale of identifi ed 
plots of land worth RM380 million (US$110.12 million) by KLSSB, and a put option for KLSSB to sell plots of land 
to Kuwait Finance House for up to RM562 million (US$162.87 million). Sukuk holders are expected to benefi t from 
the tight ring-fencing of cashfl ow. 

RATINGS 
The Sukuk holds a long-term rating of AA2(s) by Rating Agency Malaysia with a stable outlook. Kuwait Finance 
House (Malaysia) has general bank ratings of AA2/P1 with a stable outlook. 

For more term sheets visit www.islamicfinancenews.com

Series  Nominal value (RM000) Tenor from issue date (year) Coupon

1  100,000 1  4,440,000

2  120,000 2  10,968,000 

3  120,000 3  16,920,000

4  100,000 4  19,320,000

5  100,000 5  24,800,000 

6  80,000 6  24,432,000

7  100,000 7  36,540,000

Total  720,000  137,420,000

KL Sentral Musharakah Sukuk
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Nasser Al Shaali, CEO of the Dubai International Financial Center 
(DIFC), addressed the issue of re-Takaful at the recently held World 
Takaful Conference (WTC).

“Re-Takaful must fl ourish to meet the needs of Takaful. The growth 
of Takaful cannot come in isolation of other aspects.” 

The DIFC has established the necessary framework and 
infrastructure to boost the Takaful industry, and has worked on 
mergers between the east and west to produce best results. 

Nasser also added that the Takaful industry is set to reach US$7.4 
billion by 2015, at the current 20% growth rate a year. 

UAE
What about re-Takaful?

Financial services consultants Booz Allen Hamilton (BAH) have 
called for the Gulf region to establish a dedicated insurance 
regulator. The body must have a clear mandate, BAH added. 

Takaful and personal risk cover are expected to fl ourish in the GCC, 
pushing the need for the region’s insurers to inject more capital 
for underwriting large business and increase risk management to 
reduce the dependence on global re-insurers. 

BAH cited a major issue as being the fact that regulators often had 
to operate within an existing set-up or in a separate unit, but still 
have to be accountable. There has, however, been improvement in 
the Middle East regulatory set-up. This has been illustrated in the 

GCC
One to regulate them all

The Takaful market in the GCC region is expected to expand by up 
to 24 times to US$4 billion (it currently stands at US$170 million), 
according to rating agency Standard & Poor’s (S&P). 

S&P maintains that Takaful may be the key to raising insurance 
awareness and fulfi lling customer needs in the GCC in its report, 
“Takaful: A new and viable insurance business model or just a 
marketing opportunity?” 

“If the world average insurance premium of US$550 per capita is 
achieved and applied to the Gulf states, the GCC insurance market 
has a potential size of US$20 billion,” stated S&P. 

Economic growth and the substantial number of under-insured 
individuals are expected to be the main factors propelling the GCC 
Takaful industry. Premium accretion, however, will depend largely 
on the industry’s ability to deliver on policyholder expectations, 
cited the report. S&P’s credit rating analysis for Takaful will mirror 
the conventional market’s, but will also include growth dynamics 
and the high execution risk of the sector. 

At present, Malaysia is at the forefront of the Takaful industry, and 
is expected to contribute 20% of the overall market in the medium-
term.  

GCC
Takful shapes the future

establishment of separate entities such as the Jordan Insurance 
Authority, which is independent of the Central Bank, to act as 
regulators. 

BAH is also optimistic for Takaful increasing penetration rates within 
the insurance retail sector.  

Mark your calendars this year! Join us at the acclaimed 

Experience the industry’s best Islamic fi nance event at the 

Mandarin Oriental Kuala Lumpur on 13th & 14th August 2007

REGISTER NOW!
www.malaysianislamicfi nance.com

13th and 14th August 2007 
Mandarin Oriental Kuala Lumpur 
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A person who suffers fi nancial or any other loss if something of his is 
damaged has an insurable interest in that particular thing. The idea 
of insurable interest co-exists with insurance. However, for Takaful 
– which emerged as an alternative scheme to conventional insurance 
practices in the late 20th century – insurable interest is an issue that 
has yet to be resolved. The problem is essentially created by the 
diverse opinions among Islamic scholars and practitioners in the fi eld 
of Takaful. 

The principle of insurable interest has been adopted in the insurance 
industry as one of its prime aspects under common law. However, this 
principle has yet to be seen in the practice of Takaful. Islamic scholars 
are apparently divided on the recognition of insurable interest in Takaful 
practices. Whilst some are in favor of it, subject to harmonization with 
Shariah principles, there are others who are against it, claiming that 
there is no basis to justify the idea of insurable interest under Shariah 
law. This article will evaluate how insurable interest can be adopted in 
Takaful operations. 

A Takaful certifi cate, which insures the property or life of a person other 
than the one who undertakes the Takaful policy is not valid unless the 
property or the person named has an insurable interest legally, morally 
or spiritually in that property or life at the time the Takaful policy is 
effected. Holding a Takaful certifi cate on his own legitimate property 
allows that person to have an insurable interest in the property in the 
event that the risk – clearly defi ned in the contract – occurs on the 
property. The benefi ts stipulated in the Takaful contract will then be 
payable to the Takaful certifi cate holder.

As for holding a Takaful certifi cate on his own life, the person insured 
will then have an insurable interest on his own life should the defi ned 
risk occur. Any benefi t is to be distributed according to the principles 
of faraid if the insured person passes away. Otherwise, if the insured 
person remains alive, he himself will receive the benefi ts. 

A person who purchases a Takaful certifi cate for someone else’s life 
other than his own, or on public property that is used for noble causes 
– such as a mosque, rehabilitation center, orphanage, old people’s 
home, refugee camp, animal shelter or welfare center – should 
not have any insurable interest in the above circumstances. This is 
despite the fact that he is the Takaful certifi cate holder and makes the 
contribution payments on the Takaful policy.

In these circumstances, the expected benefi t from the payment of the 
contributions should be treated as hibah, wasiyah, waqf or sadaqah. 
The insurable interest should remain with the person residing in the 
property, or the person whom the Takaful was bought for. 

It is a person’s legitimate right to insure his own life or property against 
a defi ned risk. In Shariah law, a person is encouraged to take the 
initiative to protect himself or his property from being damaged by an 
unpredicted but defi ned risk. However, holding a Takaful certifi cate 
on a person other than himself, or on a property – with the intention 
of exercising his right of insurable interest on the life of others or on 
his disowned property – is analogous to gaining something out of 
another’s life or property. There is no doubt that the Islamic principles 
of Shariah do not tolerate this. 

However, in the case where a person wishes to hold a Takaful certifi cate 
on the life of another or on public property used for noble causes, 
the contributions paid by the participant holder are to be treated as a 
sadaqah or hibah or wasiyah or waqf. The benefi ciary is the person or 
the property on whom the certifi cate has been bought for. 

In other words, the participant holder shall not have any insurable 
interest in the above situation, instead only the person or property 
for which the certifi cate has been bought shall have an insurable 
interest in the certifi cate against the defi ned risk. In this situation, the 
contribution is paid on the basis of moral or spiritual obligation. 

Looking forward, the idea of adopting insurable interest into the Takaful 
system needs further study. Whilst it appears that insurable interest, 
which is provided for in modern conventional insurance, cannot fi t into 
current Takaful operations, the Shariah aspects of insurable interest 
could be deliberated further and hence new innovations in Takaful 
may serve to operate with more meaningful spirit. 

A Consideration of Insurable Interest 
By Kamel Mohamed Ali

“The principle of insurable 
interest has been adopted in the 
insurance industry as one of its 
prime aspects under common 
law”

The author is a Shariah analyst with Asuransi AIU 
Indonesia and can be contacted by email at: aiu.
indonesia@aig.com.

“The Shariah aspects of 
insurable interest could be 
deliberated further and hence 
new innovations in Takaful may 
serve to operate with more 
meaningful spirit”
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ITFC – Saudi Arabia

Dr Walid Al-Woheib has been appointed CEO of the newly established 
International Islamic Trade Finance Corporation, which aims to develop 
trade exchange among Organization of the Islamic Conference (OIC) 
states to bring it up 20% by 2015.

Dr Walid was hand-picked by the board of the Islamic Development 
Bank. He was previously secretary-general of Kuwait’s Manpower and 
Government Restructuring Program. 

FLB – Bahrain
 

Khalid M. Kanoo will lead First Leasing Bank (FLB)’s board of directors 
in his new position as chairman. He is one of eight newly elected 
board members to the company. 

Mr Kanoo is replacing Khalid Janahi as chairman. 

ABC BANK – London

London-based ABC Bank International (ABCIB) has revamped its 
board of directors. 

Terence Stone, a non-executive director and chairman of the audit 
committee, will step up as deputy chairman, replacing Stanislas 
Yassukovich. Mr Yassukovich has been with the bank since its 
inception in 1991. 

David Carse, a new addition to the bank, will commit to the position 
of non-executive director. Mr Carse was previously director-general of 
the Jersey Financial Services Commission, and a former member of 

the International Advisory Council of the China Banking Regulatory 
Commission. He has also served as deputy chief executive of the 
Hong Kong Monetary Authority and a senior staff member of the Bank 
of England. 

Nofal Barbar, ABCIB’s chief executive offi cer, is also set to undertake 
the role of managing director. 

DEUTSCHE BANK – MENA

Dr Henry Azzam is slated to join Deutsche Bank as regional chief 
executive offi cer for the Middle East and North Africa on the 1st May 
2007. He will be leaving Amwal Invest – a company he founded in May 
2005 – for this Dubai-based role. 

Dr Azzam’s track record includes the role of CEO of Jordinvest, 
managing director of the Middle East Capital Group, AGM and chief 
economist of the National Commercial Bank, vice-president and chief 
economist of Gulf International Bank, as well as being a lecturer of 
economics at the American University of Beirut. 

Dr Azzam will assume Ken Borda’s role, and report to Juergen 
Fitschen. Mr Borda is retiring, but has assumed a number of non-
executive directorships. 

Al Burj Real Estate – Dubai
 

Naushad Noor Rashid has been appointed as CEO of Al Burj Real 
Estate. He came on board to lead the Dubai Islamic Bank in 2005 
and established the Emirates and Sudan Bank and the Al Burj Real 
Estate Company. Naushad has gathered his banking know-how from 
Standard Chartered and Citibank.  

The 2nd International Islamic Financial Markets Conference Bahrain
Diplomat Radisson SAS Hotel

This year’s focus will be on six key areas notably:

FREE TO ATTEND SO REGISTER NOW!

Full Name*:_________________________________________________________________________________________________________
* As your name would appear on your event badge
Job Title: ____________________________________________________Company: ____________________________________________
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________________________________________________________________________Country: ___________________________________
Company Email*: __________________________________________________________________________________________________
* We do not accept registrations with personal email
Tel: _________________________________________________________ Fax: __________________________________________________

RETURN FAX TO +603 2141 5033 or 
Visit http://www.islamicfi nanceevents.com/bahrain07 today

• Islamic Liquidity Management 
• Islamic Interbank Market 
• Uniformity in Islamic Capital Markets 

• Islamic Investment Opportunities 
• Islamic Real Estate Investment Trusts 
• Islamic Unit Trusts 
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Islamic Finance news
Advisory Board:

Mr Daud Abdullah (David Vicary)
Managing Director 

Hong Leong Islamic Bank

Dr Mohd Daud Bakar
Chief Executive Offi cer  

International Institute of Islamic Finance

Prof Dr Mohd Masum Billah
Associate Professor 

International Islamic University of 
Malaysia

Dr Humayon Dar
Managing Director

Dar Al Istithmar 

Mr Badlisyah Abdul Ghani
Chief Executive Offi cer  

 CIMB Islamic 

Ms Baljeet Kaur Grewal
Chief Economist  

Kuwait Finance House 

Mr Sohail Jaffer
Partner & Chief Executive Offi cer

FWU Group

Dr Monzer Kahf 
Consultant/Trainer/Lecturer

Private Practice

Mr Mohd Ridza bin Mohammed 
Abdullah

Managing Partner
Mohamed Ridza & Co 

Prof Bala Shanmugam
Director of Banking & Finance 
Monash University Malaysia

Mr Muhammad Nejatullah Siddiqi
Author, Scholar, Speaker, Trainer

Mr Rushdi Siddiqui
Global Director

Dow Jones Islamic Indexes

Mr Dawood Taylor
Head of Takaful Taawuni Division

Bank Aljazira

Mr Abdulkader Thomas
President & CEO 

SHAPE –  Financial Corp.

Mr Paul Wouters
Of Counsel

Bener Law Offi ce

Prof Rodney Wilson
Director 

Durham University 

Mr Sohail Zubairi
Vice President & Head Shariah

Coordination 
Dubai Islamic Bank

Another Islamic Finance news exclusive

ISSUER SIZE (million) INSTRUMENT

Saudi Electric Company US$4,000 Sukuk

MTC US$1,200 Sukuk

Prolintas US$170.70 Senior Ijarah/Junior Musharakah

Tomei Consolidated US$28.50 Islamic Commercial Papers

Sui Southern Gas Co. US$49 Islamic Commercial Papers

JBIC US$250 – US$350 Sukuk

Dynamic Communication US$143.40 Istisnah/MTN program

GLOMAC US$50.18 Murabahah MTN program

Indonesia Comnets Plus US$11.02 Sukuk Murabahah

Karachi Shipyard US$69.19 TBA

Kwantas US$69.19 Murabahah/Off CP/MTN program

Malaysia International 
Shipping 

US$286.30 Sukuk Murabahah

Gamuda US$256 ICPs/IMTNs

Islamic Development 
Bank 

US$142.40 Ringgit denominated Sukuk

AMMB Holdings US$114.20 Sukuk

ADIB US$408.50 Sukuk

Moccis US$108.80 Sukuk Murabahah/2 Tranches/6 Series

Moccis US$51.50 TBA

MTD Infraperdana US$71.50 Murabahah (CP/MTN program)

Sabah Ports US$22.90 Bai Bithaman Ajil

Sabah Ports US$20 MTN Murabahah

Orient Technology 
Indonesia

US$120 Islamic and conventional bonds (TBA)

Tiong Toh Siong Holdings US$24.20 Sukuk Ijarah

FACB Industries US$22.80 Murabahah

FACB Industries US$42.80 Bai Bithaman Ajil

Tiong Nam US$83.40 Sukuk Ijarah

Indonesia TBA (in IDR) Sukuk Ijarah

Lahore SunCity US$250 Sukuk Musharakah

Polytama US$21,725 Sukuk Ijarah

Prasarana US$568.70 TBA

Tele-fl ow US$25.60
Murabahah partially underwritten Islamic 
MTN

For more details on these deals visit 

www.islamicfi nancenews.com

Deal tracker
Keeping you abreast of the world’s upcoming Shariah compliant deals
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Monthly Returns for all funds (as of 12th April 2007)

FUND MANAGEMENT COMPANY Sharpe Ratio (%) FUND DOMICILE

1 AlAhli Small Cap Trading Equity Fund The National Commercial Bank 6.08 Saudi Arabia

2 AlAhli Islamic Global Equitybuilder Certifi cates The National Commercial Bank 3.99 Germany

3 AlManarah High Growth Portfolio The National Commercial Bank 3.21 Saudi Arabia

4 AlAhli Global Trading Equity Fund The National Commercial Bank 2.95 Saudi Arabia

5 AmOasis Global Islamic Equity AmInvestment Management 2.61 Malaysia

6 AlManarah Medium Growth Portfolio The National Commercial Bank 2.41 Saudi Arabia

7 AlAhli Healthcare Trading Equity Fund The National Commercial Bank 2.25 Saudi Arabia

8 Crescent Global Property Equity Fund
Oasis Global Management Company 
(Ireland)

2.10 Ireland

9 Amanah Global Equity Index Fund The Saudi British Bank 2.01 Saudi Arabia

10 Al Dar Fund of Funds ADAM 1.82 Kuwait

Eurekahedge Global Islamic Fund Index* 0.59

Disclaimer
Copyright Eurekahedge 2007, All Rights Reserved. You, the user, may freely use the data for internal purposes and may reproduce the index data provided that reference to Eurekahedge is provided in your 
dissemination and/or reproduction. The information is provided on an “as is” basis and you assume and will bear all risk or associated costs in its use, and neither Islamic Finance news, Eurekahedge 
nor its affi liates provide any express or implied warranty or representations as to originality, accuracy, completeness, timeliness, non-infringement, merchantability and fi tness for any purpose.

Contact Eurekahedge
To list your fund or update your fund information: islamicfunds@eurekahedge.com

For further details on Eurekahedge: information@eurekahedge.com 
Tel: +65 6212 0900

Eurekahedge Global Islamic Fund Index

*Geographic Mandate = Middle East/Africa

*Geographic Mandate =  Global
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Monthly returns for Global funds  (as of 12th April 2007)

FUND MANAGEMENT COMPANY 12 Month Return (%) FUND DOMICILE

1 Amanah Saudi Industrial Fund The Saudi British Bank 18.42 Saudi Arabia

2 Amanah Saudi Equity Fund The Saudi British Bank 18.32 Saudi Arabia

3 Zajil – Service & Telecommunications Fund National Investments Company 17.40 Kuwait

4 Al-Saffa Saudi Equity Trading Fund Banque Saudi Fransi 17.35 Saudi Arabia

5 HSBC Amanah Saudi Equity Segregated Portfolio HSBC Investments 16.46 Cayman Islands

6 AlAhli Saudi Trading Equity Fund The National Commercial Bank 16.23 Saudi Arabia

7 Saudi Companies Fund The Saudi Investment Bank 13.54 Saudi Arabia

8 Gulf Industrial Companies Fund The Saudi Investment Bank 13.13 Saudi Arabia

9 AlAhli Islamic Asia Pacifi c Equitybuilder Certifi cates The National Commercial Bank 8.15 Germany

10 Al Danah GCC Equity Trading Fund Banque Saudi Fransi 7.97 Saudi Arabia

Eurekahedge Islamic Fund Index* 1.88
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DESCRIPTIVE STATISTICS Market Capitalization (US$ billions) Component Weight (%)

Index
Component 

number
Full

Float 
adjusted

Mean Median Largest Smallest Largest Smallest

DJIM World 2378 17694.65 14972.3 6.3 1.56 437.08 0.01 2.92 0

DJIM Asia/Pacifi c 946 3272.8 2335.01 2.47 0.62 88.29 0.01 3.78 0

DJIM Europe 358 4753.38 3795.93 10.6 3.15 214.55 0.27 5.65 0.01

DJIM US 733 8248.67 7849.34 10.71 2.99 437.08 0.29 5.57 0

DJIM Titans 100 100 7463.13 6785.98 67.86 47.06 435.36 1.33 6.42 0.02

DJIM Asia/Pacifi c Titans 25 25 920.29 641.99 25.68 18.99 72.05 7.84 11.22 1.22

Mean, median, largest, smallest and component weights are based on fl oat adjusted market capitalization, not full market capitalization.

Anthony Yeung
Regional Director

Anthony.yeung@dowjones.com
Tel: +852 2831 2580

Learn more about the Dow Jones Islamic Market Indexes

Data as of the 11th April, 2007

INDEX                                                                                                         PRICE RETURN (%)

1 Week 2 Week 3 Week 1 Month 3 Month 6 Month 1 Year YTD

DJIM World 0.63 2.77 2.92 6.52 4.83 8.64 12.51 4.99

DJIM Asia/Pacifi c 1.08 2.81 4.14 6.64 6.33 10.79 8.68 5.38

DJIM Europe 1.15 3.68 4.78 10.02 6.82 12.28 19.26 6.16

DJIM US 0.18 2.04 1.29 4.41 2.66 5.88 10.38 3.87

PERFORMANCE OF DJ TITANS INDEXES

PERFORMANCE OF DJ INDEXES

INDEX                                                                                                         PRICE RETURN (%)

1 Week 2 Week 3 Week 1 Month 3 Month 6 Month 1 Year YTD

DJIM Titans 100 0.45 2.22 2.14 5.49 1.4 4.12 11.06 1.87

DJIM Asia/Pacifi c Titans 25 0.73 2.36 3.24 6.58 5.97 9.76 13.11 4.86
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AS AT 11th April 2007

Key Benchmarks Trend (by volume) Rating This week close (RM) 4 April 07 (RM) 28 March 07 (RM) 21 March 07 (RM)

Private Debt Securities

RANTAU IMTN 0% 15.03.2012 – MTN 3 AAA (RAM) 101.31 101.02 100.89 100.18

RANTAU IMTN 15.03.2011 – MTN 1 AAA (RAM) 102.24 102.10 102.00 101.42

RANTAU IMTN 0% 14.08.2013 – MTN 2 AAA (RAM) 105.85 105.52 105.36 104.40

PLUS 0.00000% 16.06.2017 – Tranche 2 AAA (RAM) 65.54 64.78 65.05 63.07

PLUS 0.00000% 20.12.2013 – Tranche 6 AAA (RAM) 75.93 76.26 76.21 75.00

Government Investment Instruments

PROFIT-BASED GII 3/2006 15.11.2016 N/A 102.50 102.24 101.81 100.79

PROFIT-BASED GII 1/2007 15.03.2010 N/A 100.40 100.33 100.17 99.97

PROFIT-BASED GII 1/2006 14.04.2009 N/A 100.86 100.92 100.78 100.66

Quasi Government

KHAZANAH 0% 08.12.2016 N/A 70.42 69.97 69.43 68.84

KHA1/05 1B 0-CP 5Y 18.01.2010 N/A 90.50 90.56 90.44 90.12

KHA1/04 1.15B 0-CP 5Y 18.9.2009 N/A 91.73 91.69 91.57 91.37

IFC 2.880% 13.12.2007 N/A 99.59 99.58 99.50 99.51

RINGGIT ISLAMIC DEBT MARKET: WEEKLY SNAPSHOT

SPREAD VS GII (in b.p.)

MYR ISLAMIC DEBT YIELD CURVES
YTM Curves 5 YEAR YTM Historical Charts (weekly closing, over last 6 months)

TENURE

1Y 2Y 3Y 5Y 7Y 10Y

GII 3.36 3.39 3.42 3.44 3.47 3.52

Cagamas 0.12 0.15 0.17 0.23 0.28 0.32

Khazanah 0.06 0.09 0.09 0.14 0.17 0.21

AAA 0.21 0.28 0.35 0.49 0.62 0.75

AA1 0.41 0.48 0.55 0.75 0.92 1.11

A1 1.34 1.51 1.70 2.08 2.45 2.85
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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 

  TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                            APRIL 2006 – APRIL 2007

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

1 Malaysia Malaysia Sukuk 3,591 4 19.4 Malaysian Government bond

2 Nakheel Development UAE
Convertible Sukuk 
Ijarah

3,520 2 19.0 Barclays Capital, Dubai Islamic Bank

3 Aldar Funding Malaysia
Exchangeable Sukuk 
Mudarabah

2,530 1 13.6
Barclays Capital, Credit Suisse 
Securities (Europe), Abu Dhabi 
International Bank

4 Rantau Abang Capital Malaysia
Sukuk Musharakah 
MTN

975 2 5.3 CIMB, AmMerchant

5 ADIB Sukuk UAE Sukuk Ijarah 800 1 4.3 HSBC

6 Dubai Islamic Bank UAE Sukuk Musharakah 750 1 4.0
Barclays Capital, Citigroup, Standard 
Chartered Bank

7 Raffl esia Capital Malaysia
Periodic Payment 
Exchangeable Trust 
Certifi cates 

750 1 4.0 CIMB Investment, HSBC Amanah, UBS

8 Projek Lebuhraya Utara Selatan Malaysia
Sukuk Musharakah 
MTN

743 18 4.0 CIMB Investment

9 Cagamas Malaysia
Bithaman Ajil Islamic 
Securities

510 10 2.8 Cagamas, AmMerchant, Aseambankers

10 Aabar Sukuk UAE
Exchangeable Sukuk 
Mudarabah

460 1 2.5 Deutsche Bank

11 Maybank Malaysia
Bai Bithaman Ajil 
Subordinated Bonds

416 1 2.2 Aseambankers

12 Jimah Energy Ventures Malaysia Istisnah Islamic MTN 308 20 1.7
AmMerchant, Bank Muamalat 
Malaysia, MIMB, RHB Sakura

13 Segari Energy Ventures Malaysia Sukuk Ijarah 258 6 1.4 Aseambankers

14 SIB Sukuk Co UAE Musharakah Sukuk 225 1 1.2 HSBC

15 Putrajaya Holdings Malaysia Murabahah MTN 221 5 1.2
Alliance Merchant Bank, CIMB, RHB 
Sakura

16 Kuala Lumpur Sentral Malaysia Sukuk Musharakah 208 7 1.1 HSBC

17 Tabreed 06 Financing Corp UAE Sukuk Istisnah 200 1 1.1
CIMB, HSBC, Dresdner Kleinwort 
Wasserstein

18 KMCOB Capital Malaysia Murabahah MTN 178 4 1.0
CIMB Investment, United Overseas 
Bank (Malaysia)

19 MTD InfraPerdana Malaysia Murabahah MTN 174 8 0.9
AmInvestment, CIMB Investment, 
United Overseas Bank (Malaysia)

20 East Cameron Gas US Asset-backed Sukuk 168 1 0.9 Merrill Lynch International

Total of issues used in the table 18,543 267 100.0
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TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                     OCTOBER 2006 – APRIL 2007

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

1 Nakheel Development UAE Convertible Sukuk Ijarah 3,520 2 30.9 Barclays Capital, Dubai Islamic Bank

2 Aldar Funding Malaysia
Exchangeable Sukuk 
Mudarabah

2,530 1 22.2
Barclays Capital, Credit Suisse 
Securities (Europe), Abu Dhabi 
International Bank

3 Malaysia Malaysia Sukuk 1,821 2 16.0 Malaysian Government bond

4 ADIB Sukuk UAE Sukuk Ijarah 800 1 7.0 HSBC

5 Dubai Islamic Bank UAE Sukuk Musharakah 750 1 6.6
Barclays Capital, Citigroup, Standard 
Chartered Bank

6 Rantau Abang Capital Malaysia Sukuk Musharakah MTN 570 1 5.0 CIMB

7 Kuala Lumpur Sentral Malaysia Sukuk Musharakah 208 7 1.8 HSBC

8 Jimah Energy Ventures Malaysia Istisnah Islamic MTN 208 10 1.8
RHB Sakura, MIMB, Bank Muamalat 
Malaysia, AmMerchant

9 KMCOB Capital Malaysia Murabahah MTN 178 4 1.6
CIMB Investment, United Overseas 
Bank (Malaysia)

10 MTD InfraPerdana Malaysia Murabahah MTN 174 8 1.5
AmInvestment, CIMB Investment, 
United Overseas Bank (Malaysia)

11 AmIslamic Bank Malaysia
Subordinated Sukuk 
Musharakah

113 1 1.0 AmMerchant

12
Syarikat Pengelar Air Sungai 
Selangor

Malaysia Murabahah MTN 103 19 0.9 United Overseas Bank (Malaysia) 

13 Cagamas Malaysia
Bithaman Ajil Islamic 
Securities

100 4 0.9
Cagamas, AmMerchant, 
Aseambankers

14 Mukah Power Generation Malaysia Sukuk Mudharabah 83 10 0.7 RHB Islamic

15 OCBC Bank (Malaysia) Malaysia Mudharabah Islamic Bond 55 1 0.5 OCBC Bank (Malaysia)

16 Glomac Regal Malaysia Murabahah MTN 31 2 0.3 Alliance Investment

17 Sarawak Power Generation Malaysia Sukuk Musharakah 30 11 0.3 RHB Islamic

18 Sabah Ports Malaysia
Bithaman Ajil Islamic Debt 
Securities

23 8 0.2
Bank Muamalat Malaysia, MIDF 
Amanah Investment Bank

19 Aeon Credit Service Malaysia
Bank Guaranteed 
Musharakah MTN

17 2 0.2
Aseambankers, Bank of Tokyo-
Mitsubishi UFJ (Malaysia), CIMB 
Investment

20 Sui Southern Gas Pakistan Sukuk 16 1 0.1
Dubai Islamic Bank, Standard 
Chartered Bank (India)

Total of issues used in the table 11,384 111 100.0

ARE YOUR DEALS LISTED HERE?

Catherine Chu
Email: Catherine.chu@hk.dealogic.com

Telephone: +852 2804 1233

If you feel that the information within these tables is inaccurate, you
may contact the following directly:
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ISLAMIC BONDS BY CURRENCY                      OCTOBER 2006 – APRIL 2007

Amt US$ m Iss.   %

    US dollar 7,600 66.8 5

    Malaysian ringgit 3,768 33.1 105

    Pakistan rupee 16 0.1 1

    Total 11,384 100.0 111

ISLAMIC BONDS BY CURRENCY                                APRIL 2006 – APRIL 2007 

Amt US$ m Iss. %

    US dollar 9,521 51.3 12

    Malaysian ringgit 8,967 48.4 252

    Pakistan rupee 35 0.2 2

    Indonesian rupiah 21 0.1 1

    Total 18,543 100.0 267

ISLAMIC BONDS                                                        APRIL 2006 – APRIL 2007 

Manager or Group Amt US$ m Iss. %

1 Malaysian Government bond 3,591 4 19.4

2 Barclays Capital 2,853 4 15.4

3 CIMB 1,959 50 10.6

4 Dubai Islamic Bank 1,768 3 9.5

5 HSBC 1,556 15 8.4

6 AmInvestment 1,028 49 5.5

7 Aseambankers 849 25 4.6

8 Abu Dhabi Investment 843 1 4.5

9 Credit Suisse 843 1 4.5

10 Deutsche Bank 460 1 2.5

11 Standard Chartered 409 19 2.2

12 United Overseas Bank 340 44 1.8

13 RHB 277 54 1.5

14 Citigroup 250 1 1.3

15 UBS 250 1 1.3

16 Merrill Lynch & Co 168 1 0.9

17 Kuwait Finance House 154 8 0.8

18 Bank Muamalat Malaysia 135 39 0.7

19 Alliance Investment 120 11 0.6

20 EON 114 30 0.6

Total of issues used in the table 18,543 267 100.0

ISLAMIC BONDS BY COUNTRY                                   APRIL 2006 – APRIL 2007 

Amt US$ m Iss. %

    Malaysia 9,717 52.4 253

    UAE 8,485 45.8 8

    US 168 0.9 1

    Kuwait 100 0.5 1

    Pakistan 35 0.2 2

    Indonesia 21 0.1 1

    Saudi Arabia 18 0.1 1

    Total 18,543 100.0 267

ISLAMIC BONDS                                               OCTOBER 2006 – APRIL 2007

Manager or Group Amt US$ m Iss. %

1 Barclays Capital 2,853 4 25.1

2 Malaysian Government bond 1,821 2 16.0

3 Dubai Islamic Bank 1,768 3 15.5

4 HSBC 910 9 8.0

5 Abu Dhabi Investment 843 1 7.4

6 Credit Suisse 843 1 7.4

7 CIMB 731 19 6.4

8 Standard Chartered 258 2 2.3

9 United Overseas Bank 250 31 2.2

10 Citigroup 250 1 2.2

11 AmInvestment 232 20 2.0

12 RHB 165 31 1.4

13 Kuwait Finance House 104 7 0.9

14 Cagamas 100 4 0.9

15 Bank Muamalat Malaysia 64 18 0.6

16 Oversea-Chinese Banking Corp 55 1 0.5

17 EON 52 10 0.5

18 Alliance Investment 31 2 0.3

19 MIDF-Sisma Securities 20 7 0.2

20 MIDF Amanah Investment 12 8 0.1

 Total of issues used in the table 11,384 111 100.0

ISLAMIC BONDS BY COUNTRY                         OCTOBER 2006 – APRIL 2007 

Amt US$ m Iss. %

    UAE 7,600 66.8 5

    Malaysia 3,768 33.1 105

    Pakistan 16 0.1 1

    Total 11,384 100.0 111

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 
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