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UAE
NBD takeover
After much speculation on potential takers 
for National Bank for Development (NBD), 
Abu Dhabi Islamic Bank (ADIB) and Emirates 
International Investment Company (EIIC) have 
proposed a 100% takeover offer worth US$54 
million.  ADIB and EIIC made a similar offer for 
NBD in April, but it was denied by the Egyptian 
government, which has a 17.86% stake in the 
bank. However, NBD’s shareholders – who 
hold a 53% stake in the bank – have now 

agreed to sell shares at EG£11 (US$1.93) 
per share. 

The Egyptian government has restricted the 
number of licenses available to foreign banks, 
despite keenness from abroad to tap into the 
Egyptian market. Therefore, takeovers are 
currently the most viable option for companies 
wishing to enter Egypt. 

We’re 100 today!

Well, that’s the number of issues since 
our launch in October 2004. Back then 
Islamic Finance news was a bi-weekly, 
14-page newsletter with a team of just 
four staff working on it. Now a 34+ 
page weekly and with an ever-expanding 
team of 17, IFN, as it’s more commonly 
known, is by far and away the industry’s 
leading publication.

The Islamic fi nance industry continues to 
evolve at lightening speed with new participants entering the fold on a weekly basis. 
New issues, new legislation, new markets, it’s diffi cult to know where to look and 
what to expect from one day to the next.

One thing you can be assured of is that we’ll be here covering the latest news and 
trends, keeping you up-to-date with the world of Islamic fi nance.

Thank you for your continued support – here’s to the next 100!

UAE
DP World names price
DP World has priced its 10-year Sukuk and 30-
year conventional bond at US$1.5 billion and 
US$1.75 billion respectively. Both are slated 
for listing on the London Stock Exchange and  
the Dubai International Financial Exchange. 

The Sukuk marks a fi rst for UAE corporate-
rated Sukuk, having received subscriptions 
from the US. Both Islamic and conventional 
issues have surpassed DP World’s initial 
target of US$3 billion. 
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JAPAN/SINGAPORE
Daiwa applauds Singapore
Daiwa Securities Group expects to offer a Japanese 
Shariah product before the end of the year. The 
company also plans to invest up to ¥100 billion 
(US$808 million) in Asian companies and funds 
to propel its expansion, and to continue to provide 
advisory and underwriting services to companies 
looking to list in Asia, particularly the Singapore 
Exchange. 

Akihiko Kanamura, Daiwa’s head of operations 
in South-East Asia, South Asia and Oceania, was 
candid: “The Singapore government is controlling 
things very well compared with other places. So 
far we’ve supported many Chinese companies to 
be listed on the SGX and would like to introduce 
companies from other countries to be listed in 
Singapore.”

Will there be a possible link-up with Singapore to 
structure its Japanese Shariah product? Watch this 
space for updates.  

BAHRAIN
Diyaar Sukuk 
Diyaar Sukuk Company has issued US$200 million in Sukuk 
Musharakah to fi nance the Diyaar Al Muharraq development, slated 
to be the largest real estate development project in Bahrain. 

The Sukuk, due in 2011, was arranged by Kuwait Finance House (KFH) 
and Norton Rose, which acted on behalf of KFH. Neil Miller, global 
head of Islamic fi nance for Norton Rose, commented: “The Diyaar 
Al Muharraq Sukuk is one of a number of high profi le Sukuk which 
we have closed recently, and demonstrates our growing strength in 
this area. Investor appetite and market liquidity are likely to ensure 
that Sukuk continues to be a popular fi nance raising tool for Middle 
Eastern corporates.” 

MALAYSIA/SAUDI ARABIA
Cross-border chat
Binariang GSM, the parent company of Maxis Communications, has 
formed a strategic partnership with the Saudi Telecom Company 
(STC).

STC has agreed to invest US$3.05 billion in Binariang and participate 
in the company’s recapitalization and restructuring, which entails 
the 100% privatization of Maxis under Binariang. Nazir Razak, 
chief executive of the CIMB Group, Binariang’s fi nancial advisors, 
commented: “This is one of the most signifi cant Middle East 
investments in the region and demonstrates investor confi dence in 
Malaysia.”

Upon obtaining all regulatory approvals, STC will hold a 25% stake in 
Binariang and a 51% stake in Maxis’ Indonesian subsidiary Natrindo 
Telepon Selular (NTS). 

GLOBAL
S&P Pan-Asia Shariah Index
Standard & Poor’s has launched its fully investable S&P Pan-Asia 
Shariah Index. The new index will draw stocks from nine Asian markets 
in the S&P Citigroup Global Equity Index, and enable investors to 
benchmark investments on a regional basis. Countries included in 
the index include China, Hong Kong, India, Malaysia, Philippines, 
Singapore, South Korea, Taiwan and Thailand. Australia, Japan and 
New Zealand will be excluded. 

The S&P Pan-Asia was launched with 71 companies and an adjusted 
market capitalization of US$810.83 billion. Information technology 
companies represent 35% of the index, followed by telecom services 
at 17% and energy companies holding 15%. 

The number of stocks are limited to the top 15 from 
each country that have a market capitalization of at 
least US$1 billion. Each month a basket of stocks 
conforming to the set criteria – selected once a 
year on the 31st March – is screened for Shariah 
compliance. 

Already, 11 Indian companies have found their place 
on the index: Reliance Industries, Tata Consultancy 
Services, Infosys, Bharti Airtel and the Oil & Natural 
Gas Corporation, amongst others. 

IFN is the best industry source 
available to keep abreast of 

Islamic fi nance, banking, wealth 
management and Takaful 

developments. It is comprehensive, 
incisive and insightful and 

offers valuable perspectives 
on emerging trends, product 

innovation and prominent leaders. 
An indispensable tool for all the 
industry professionals worldwide.

Sohail Jaffer
Partner, FWU Group

UAE
Alternative Strategies Fund
Emirates Islamic Bank has launched the Islamic Alternative Strategies 
Fund, a hedge fund open to institutional and retail investors, which will 
invest medium to long-term in halal vehicles with high risk-adjusted 
returns. 

The product is already open for investment to Ethmar clients, at a 
minimum of US$25,000. The Jersey-registered fund possesses a 
monthly liquidity and no initial lock-in period. Its Shariah compliant 
assets are monitored by Emirates Islamic Bank’s Shariah board. 

MIDDLE EAST
Holiday? What holiday?
The current Sukuk frenzy has adversely affected 
Gulf bankers’ holidays. Those arranging Islamic 
bond sales have already had to cancel or postpone 
holiday plans to cope with the infl ux of deals pouring 
in over the summer, expected to total between 
US$27 billion and US$50 billion. 

Jaafar Badwan of Unicorn Investment Bank is one 
of those affected: “We thought summer was going 
to be very quiet. We applied for our vacation ... all of 
us just cancelled. We are not going to go anywhere. 
There’s a huge number of Sukuk coming,” he stated. Afaq Khan, 
head of Islamic banking at Standard Chartered, was more candid: “All 
holidays are subject to deal closure.”

Perhaps things will slow down during Ramadan this September, but 
then again, the market never sleeps. 
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MALAYSIA
Khazanah over-booked
It was an overwhelming week for Khazanah Nasional, having 
received US$250 million more than expected from its US$600 
million exchangeable Sukuk. Closing at US$850 million, the Sukuk 
– exchangeable for ordinary shares of PLUS Expressway – was over-
subscribed by 13 times. 

Not surprisingly, the subscription occurred within a mere four days, 
with the Sukuk being launched on the 24th June and closing on the 
27th June. It was marketed via a book-building exercise, receiving 
responses from fi nancial institutions, asset managers, insurance 
companies, pension funds, corporates and high net worth individuals. 
Approximately 50% of the allocation was distributed to Middle Eastern 
investors. 

At US$850 million, Khazanah’s Sukuk sets a new benchmark. It 
is now the largest exchangeable Sukuk to originate from Malaysia, 
surpassing Khazanah’s own US$750 million record Telekom Malaysia 
deal in September 2006. 

The certifi cates were priced to achieve a yield to scheduled dissolution 
of 4.58%, and an exchange premium of 23% over RM3.20 (US$0.92), 
being the volume weighted average price of PLUS shares on 
Wednesday 27th June. Holders will be entitled to receive an aggregate 
of 751 million shares in PLUS, subject to adjustments pursuant to the 
terms and conditions of the certifi cates. This will represent 15% of the 
current share capital of PLUS. 

Proceeds from the issue will be used as additional working capital 
and general corporate purposes for Khazanah’s principal business 
activities. Applications have been made to list the certifi cates on 
the Labuan International Financial Exchange, the Stock Exchange 
of Hong Kong and the Dubai International Financial Exchange. CIMB 
Investment Bank, Deutsche Bank and JP Morgan are the Sukuk’s joint 
bookrunners and joint lead managers, while CIMB Islamic’s Shariah 
Committee acted as Shariah advisor. 

See page 29 for the Termsheet for this Sukuk. 

MALAYSIA
Equity funds overshadowed
Baljeet Kaur Grewal, chief economist and director at Kuwait Finance 
House Malaysia, predicts the massive issuance of Sukuk to erode 
the dominance of equity funds in the Islamic fund sector. Baljeet also 
expects a doubling in dollar-denominated Sukuk from US$25 billion 
to US$50 billion this year. 

Equity funds currently comprise 84% of total Islamic funds, with the 
remaining 14% made up of balanced funds and 4% in bond funds. 

PAKISTAN
Meezan is unique
Meezan Bank has launched the Meezan Bachat Account, which the 
bank dubs “unique,” as it is designed exclusively for Pakistan’s middle 
income class. 

The account will provide high monthly returns with the fl exibility to 
withdraw savings when required. The Riba-Free Meezan Bachat 
Account will utilize the Mudarabah structure and adhere to strict 
Shariah guidelines. 

SAUDI ARABIA
Dar Sukuk update
It has been confi rmed that Dar Al Arkan has sold Sukuk Ijarah 
worth US$800 million to fi nance the construction of Saudi Arabian 
residential properties. 

In the previous issue of Islamic Finance news (Vol. 4, issue 25), it was 
revealed that ABC Islamic Bank, Arab National Bank, Deutsche Bank, 
Dubai Islamic Bank, Gulf International Bank, Kuwait Finance House 
and Unicorn Investment Bank would be the Sukuk’s arrangers. The 
Sukuk has been set at fi ve years, priced at 225 basis points, over a 
three-month LIBOR. 

BAHRAIN
Massive oversubscription
The Central Bank of Bahrain (CBB’s) monthly Sukuk Ijarah has been 
oversubscribed by 420%. Initially issued at BD5 million (US$13.26 
million), CBB received subscriptions to over BD21 million (US$55.7 
million). 

The Sukuk carries a 182-day maturity ending on the 27th December 
2007. This marks the 22nd issue from the CBB issued on behalf of the 
government of Bahrain. 

FRANCE/SAUDI ARABIA
BNP’s Saudi bonds
BNP Paribas has revealed plans to issue medium-term bonds in Saudi 
Arabia, valued in Saudi riyals. The bank has appointed the Samba 
Financial Group as the issue’s lead manager. The value of the bonds 
has not yet been confi rmed. 
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FOR MORE INFORMATION, contact: 
Andrew Tebbutt   Tel: 603 2143 8100; 

Email: Andrew.Tebbutt@RedMoneyGroup.com
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Structuring Islamic Financial Products

9 – 12 July, ZURICH

Legal & Documentary Issues in Islamic 

Financial Products

25 – 28 July, KUALA LUMPUR

Post-Conference Workshop Series

15 – 16 August, KUALA LUMPUR

Structuring Islamic Financial Products
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Undertaking Effective Shariah Control for 

Islamic Banking

27 – 29 August, KUALA LUMPUR

Managing Islamic Funds

21 – 22 October, DUBAI

Managing the Shariah Advisory Process

21 – 23 October, DUBAI

Contemporary Islamic Finance & Islamic 

Financial Products

22 – 25 October, KUALA LUMPUR

Sukuk & Islamic Capital Market: Products & 

Documentation

26 – 29 November, KUALA LUMPUR

presents

SWITZERLAND

BAHRAIN
Global Banking Corporation
Bahrain has a new bank. The Global Banking Corporation (GBCORP) was 
incorporated with a paid-up capital of US$250 million, and aims to capture the 
US$500 billion and growing Islamic banking market. 

GBCORP will focus on private equity and venture capital, real estate and 
infrastructure development, asset management, advisory services in corporate 
fi nance and capital markets and portfolio management services.

Vice-chairman and managing director Abdulrahman Al Jasmi highlighted: “GBCORP 
would also strongly focus on family companies and high net worth individuals 
with private equity and asset management products. With US$2.3 billion raised 
in private equity funds in the GCC between 2002 and 2005, GBCORP sees 
family-owned businesses and established private companies looking for outside 
investors or major capital investment as a valuable source of business.” 

On the Islamic banking front, GBCORP aims for its products to achieve global 
appeal, and not be limited by geographic boundaries, with all its investments being 
Shariah compliant. The company is also set to offer Islamic fi nancial products for 
GCC real estate and infrastructure development projects by targeting developers 
using special purpose fi nancial products. 

Ambitious GBCORP also plans to tap into Bahrain’s mega projects – set to exceed 
US$1.25 trillion by 2013, up from US$1 trillion June 2006. 

LLB Hijlal
Liechtensteinische Landesbank (LLB) has launched its fi rst exchange-traded 
Islamic certifi cates to be linked to the LLB Hijlal Index and track the performance 
of individual LLB Hijlal Indices. The Islamic certifi cates have been listed on the 
SWX Swiss Exchange.

The LLB Hijlal Indices offer a transparent benchmark for Islamic investors wanting 
to gain exposure to the Islamic crescent region (Islamic hijlal), stretching from 
Morocco to Indonesia. 

The LLB Hilal Index family currently comprises three indices: Western Hilal 
covering the rapid evolving markets of Morocco, Egypt and Turkey; Central Hilal 
spanning the Chinese, Indian and Pakistani markets; and Eastern Hilal comprising 
Malaysia, Indonesia, Thailand and Singapore. 

UAE
Racing to the top
The UAE is bent on overtaking Malaysia as the world’s largest Sukuk issuer. The 
Emirates plan to achieve this by netting at least 55% of global Sukuk by the end 
of the year. 

According to Dubai Islamic Bank (DIB)’s group chief executive offi cer, Saad Abdul 
Razak, the UAE has begun to improve its competitiveness in terms of Sukuk 
issuance since early this year, which should result in it overtaking Malaysia. 

UAE fi rms handled 25% of the major Sukuk issuances up to the 31st March 2007, 
placing it in a good position to leapfrog Malaysia. In the same quarter last year, 
Dubai stood a close second to Malaysia, at US$6 billion compared to US$11 
billion. 
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BAHRAIN
GFH’s Sukuk plans
Gulf Finance House (GFH) aims to raise US$300 million from Sukuk 
sales, having appointed Dresdner Kleinwort and HSBC as lead 
arrangers. 

GFH offi cials are confi dent that the fi ve-year denominated bonds will 
be oversubscribed. The Sukuk is part of GFH’s US$1 billion Shariah 
compliant medium-term notes program. 

GFH’s roadshow ends on the 3rd July, having already covered Bahrain, 
Abu Dhabi, Dubai and Frankfurt, and now being set for London, Kuala 
Lumpur and Singapore. 

INDIA
Infrastructure fi nancing
Srei Infrastructure Finance has received approval from the Reserve 
Bank of India to deploy an Islamic fi nance loan exceeding INR2 
billion (US$48.84 million). The fi ve-and-a-half-year instrument will be 
arranged by HSBC, with details yet to be confi rmed. 

The Indian infrastructure equipment fi nance market currently stands 
at INR140 billion (US$3.41 bil-
lion), and is estimated to grow 
at a compounded annual rate 
of 40% to over INR310 billion 
(US$7.56) by 2010, with grow-
ing demand for electricity gen-
eration, roads and ports.  

GLOBAL
No more “Shariah shopping”
It is obvious what separates Islamic banking from the pack. However, 
many businesses still need a little reminder. 

At the recent Third International Islamic Finance Forum, Islamic 
scholars called for more attention to morality rather than just the legal 
aspects of Shariah fi nancing. The act of “Shariah shopping,” where 
certain banks select scholars based on the likelihood of receiving 
product approval, also came under fi re. Opportunities for banks 
to capitalize on loopholes are abundant due to the current lack of 
universal Shariah regulations. 

Akram Laldin, chairman of HSBC Amanah’s Shariah advisory board, 
elucidated: “Scholars look at three basic areas when assessing the 
compliance of products – belief, legality and morality.” He added that 
many feel that it is easier to comply with Islamic law, rather than the 
morals of Islam of fairness and social equity. 

Malik Muhammad Mahmud al-Awan, chief academic offi cer of the 
International Center for Education in Islamic Finance (INCEIF), noted 
that there are currently around 1.5 billion Muslims worldwide, all 
with differing views on Shariah. He called on fi nancial institutions to 
engage younger Shariah scholars alongside more established ones, 
to expand the pool of available advisors and to provide a broader 
array of viewpoints. 

“It is the social responsibility of banks to have people who are well 
known globally and new scholars who can learn to avoid problems in 
the future,” Malik concluded. 

BAHRAIN
Sukuk Manafa’a up for listing
Golden Belt 1 Company’s US$650 million Sukuk Manafa’a will list on 
the Bahrain Stock Exchange (BSE). The Sukuk’s listing has increased 
the number of Sukuk listed on the BSE to 20, valued at US$3.45 
billion. 

See Islamic Finance news, Vol. 4, issue 25 for this deal’s Termsheet. 

QATAR
Cool Mashreq
Mashreq has been mandated 
lead arranger, underwriter 
and bookrunner for the Qatar 
District Cooling Company 
(Qatar Cool)’s US$285 million, 
12-year secured term loan 
facility. The Commercial Bank 
of Qatar and First Gulf Bank 
from the UAE have also joined 
in as the facility’s mandated 

lead arrangers and sub-underwriters.

Launched on the 14th May, the syndication saw impressive 
international response from 16 banks across the GCC, China, India 
and South Korea. Proceeds from the facility will be used to refi nance 
Qatar Cool’s existing US$69 million term loan and to meet its capital 
expansion plans. 

IFN has carved a niche for itself in 
the fi eld of Islamic fi nance and is 

notably the market’s main point of 
reference.

Baljeet Kaur Grewal
Director, Chief Economist

& Head of Research
Kuwait Finance House, Malaysia
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KUWAIT
Investment Dar completes sale
Investment Dar has completed the sale of its 65.95% stake in Al Madar 
Finance and Investment to Stehwaz Holding Company. Therefore, 
Stehwaz now holds 220.26 million shares of Al Madar, which was 
acquired at US$1.55 per share, at a total value of US$343.1 million. 

The sale was run by Merrill 
Lynch via an auction at the Ku-
wait Stock Exchange. It marks 
the fi rst time an international 
institution has managed such 
a transaction in Kuwait. 

INDIA
Infrasoft goes Islamic? 
Infrasoft Technologies plans to expand its product suite and scout 
for inorganic growth opportunities globally. The company is targeting 
US$35 million in revenue by March 2008, a substantial increase on 
its current US$18 million. 

Hanuman Tripathi, managing director of Infrasoft, has identifi ed 
Islamic banking as one of Infrasoft’s business drivers: “Islamic 
banking is gaining ground and the product offering is expanding what 
with insurance and private equity getting added on.” He added that 
the company plans to expand aggressively in the sector, targeting the 
growing markets of Malaysia, Indonesia, the Middle East and South 
Africa. 

Apart from core banking solutions, Infrasoft also offers automation 
solutions for corporate banking, investment banking, back offi ce and 
anti-money laundering. 

FRANCE
Bonjour, Shariah! 
The Lille Graduate School of 
Management (ESC Lille) has 
introduced Islamic fi nance into 
its curriculum. 

In line with ESC Lille’s 
expansion to Dubai in 2008, 
the school will begin offering 
an introduction to Islamic 
fi nance in its summer semester 
in August 2007. The course 

– centering on the tenets of Shariah law – will be available at its Lille 
and Paris campuses. 

UAE
DFM Shariah classifi cations

IslamicFinanceNews.com – The 
best summary of developments in 
the world of Islamic Banking and 

Finance.

Stephen R. Eid
Managing Director
Campo d’oro S.A.

UAE
Diversifying funds
Abu Dhabi plans to invest US$175 billion in non-hydrocarbon projects 
in the coming fi ve years.

The projects, open to private and public businesses, will focus on 
industry and tourism to diversify from the current saturation in oil and 
gas businesses within the Emirates. 

UAE
Liquidity woes
The Islamic fi nance industry is seeking more short-term funding 
sources and liquidity management tools, which is expected to 
increase its viability. However this might not fully comply with Shariah 
law, entailing longer term investments. 

Abdullah Haron, assistant secretary-general of the Islamic Financial 
Services Board, reiterates: “Despite the rapid evolution of Islamic 
bond markets, we have yet to 
see the emergence of short-
term management products. It 
calls for the cooperation of all 
stakeholders in the industry.” 

Some analysts also feel that 
the absence of a money market 
creates unproductive cash, 
unable to meet short-term 
liquidity needs. Sultan Nasser 
Al Suwaidi, governor of the 
UAE Central Bank admits: “We 
recognize the need to create 
a money market for Islamic 
institutions, but they need 
to come up with appropriate 
Shariah compliant short-term 
asset-backed instruments, then 
we will support their efforts.” 

Shariah compliant versions of repos, sales and repurchase agreements 
have also been proposed to accelerate returns and liquidity. 

BAHRAIN
Capital requirement amendments
The Central Bank of Bahrain (CBB) has proposed amendments to 
the capital requirements for foreign insurance fi rms operating in 
Bahrain. 

The proposed amendments will recognize any support from the 
banks’ overseas parent companies, and will also state that overseas 
insurance fi rms need not maintain the same minimum as its capital. 
The branches would, however, need to maintain solvency margins 
as set by the CBB, which currently stand at BHD500,000 (US$1.3 
million) for general insurance and BHD400,000 (US$1.06 million) for 
life insurance.

The CBB is currently consulting with the industry and relevant market 
players on the proposed new requirements. Once fi nalized, the 
new capital requirements will apply to all overseas insurance fi rms 
operating in Bahrain as early as this year. 

IFN is now mandatory reading for 
those who wish to be well aware 
of the Islamic fi nancial markets.

Abdulkader Thomas
President & CEO

Shape Financial Corporation

Dubai Financial Market (DFM)’s Shariah board plans to establish a 
method for classifying companies listed on the bourse according to 
Shariah compliance and accounting practices. 

The board confi rmed that the DFM’s conversion to an Islamic market 
is being implemented according to Shariah principles, with a guideline 
book set to be published. 
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KUWAIT/UK
Islamic Airbus
Investment Dar is in talks with Airbus to set up a joint venture. The JV 
will have a start-up capital of US$371.4 million, of which 50% will be 
sold in a private placement. 

Investment Dar is set to hold 30% of the 50% stake, with the remaining 
20% being held by Airbus. The Islamic JV will fi nance aircraft deals for 
Muslim countries and governments choosing Shariah jurisdictions. 

More details will be revealed in the coming month. 

UAE
TAQA supports
The Abu Dhabi National Energy Company (TAQA) has 
affi rmed its commitment to Islamic project fi nance. 
Peter Barker Homek, the CEO of TAQA, elucidated: 
“TAQA fully supports Islamic project fi nance because 
we believe that it is structurally sound borrowing, in 
addition to being appropriate to our region’s beliefs 
and traditions.”

The company also aims to balance its Islamic and 
conventional borrowings, utilizing relevant legal and 
fi nancial advisors for structuring. 

TAQA’s Islamic project fi nancing encompasses assets in the Emirates 
Power Company, Umm Al Nar IWPP and the Arabian United Power 
Company. 

INDONESIA
Mandiri is optimistic
Bank Syariah Mandiri is expecting investments in 
its Islamic mutual funds to exceed 400% by the 
end of 2007. The funds, which currently stand at 
IDR19 billion (US$2.09 million), are expected to 
increase to IDR200 billion (US$22.03 million). 

On the Indonesian funds market as a whole, 
Abiprayadi Riyanto, president director of Mandiri 
stated: 

“We expect to see an increase of 50% in the total 
amount of money invested in Shariah mutual 
funds from IDR800 billion (US$87.97 million) to 
IDR1.2 trillion (US$131.96 million) by end of this 
year.”

 
The Indonesian government also plans to issue Sukuk worth IDR3 
trillion (US$321.81 million) in September, which is expected to 
improve returns on mixed mutual funds and bond market liquidity. 

INDONESIA
Revving the economy
Analysts believe that Indonesia, with its 200 million strong Muslim 
population, has the potential to become the largest Islamic banking 
player in the world. To mobilize this potential, President Susilo 
Bambang has called for the necessary regulatory changes to support 
the industry’s development, which still only comprises 2% of the 
Indonesian banking sector. 

As at the end of 2006, there were only 20 Shariah funds available, 
accounting for a mere 5% of Indonesia’s mutual fund market, and 
1.3% of the industry’s value. The number of companies listing Shariah 
compliant bonds on the Jakarta Stock Exchange totals 
17, representing 10.5% of companies issuing debt 
instruments. 

Indonesian banks are not only looking to add Islamic 
products to their loan portfolios, but are also looking 
to acquisitions for a boost. Bank Central Asia (BCA), 
Indonesia’s second largest lender by assets, plans to 
buy two small banks, with one to be converted into a 
fully Shariah compliant lender.

However, regulatory uncertainties are the biggest factor 
impeding the rise of Islamic banking in Indonesia. Congratulations on achieving 

such a milestone. It is indeed a 
great achievement to publish 

Islamic Finance news with such a 
frequency for so long, and without 
missing deadlines. I haven’t seen 
any other publication in Islamic 
fi nance, which can boast such a 

track record of providing quality, 
comprehensive in coverage and 
content, and timely information 

on current developments in Islamic 
banking and fi nance.

Humayon Dar
Chairman & CEO

BMB Islamic

GCC
Taking control of the Gulf
Islamic fi nance is poised to control the US$50 billion Gulf project 
fi nance market, spurred by investors and government inducements. 

However, at present, conventional fi nancing still dominates the Gulf 
market at a 3:1 ratio, despite the high number of Muslim investors. 

Nonetheless, Dominic Harvey, head of Middle East banking and projects 
at Norton Rose, is optimistic: “Some experts predict the market to 
grow 10-fold in the next 10 years, and even this could be conservative. 
Spending will be on oil and gas-related projects, construction and 

general transport infrastructure.” 

However, he added: “Because it’s a relatively new 
concept, there is still a huge mismatch between 
demand and supply.” 

“There is some political pressure from 
governments and companies want to demonstrate 
they are acting in an Islamically acceptable way,” 
he added. 

UAE
Shuaa sale
Dubai Banking Group will buy a 32% stake in Shuaa Capital by 
acquiring convertible bonds worth US$408.5 million. 

The conversion price for the purchase of 250 million shares was set 
at Dh6 (US$1.63) per share. 

Shuaa also plans to raise the ceiling on foreign ownership in the fi rm 
to 49% from the current 40%. 
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UAE
JLL in Abu Dhabi
Jones Lang Lasalle (JLL) has 
opened a corporate offi ce 
in Abu Dhabi, expanding its 
Dubai-based practice. The 
company’s global analysis of 
international capital fl ow into 
investment grade real estate 
identifi ed Abu Dhabi and Dubai 
as among the most important 
exporters of money into the 

global real estate markets. The report also cited major investments by 
the Abu Dhabi Investment Authority and Istithmar. 

JLL’s practice spans over 25 Middle East and North African countries, 
from Morocco to Pakistan and Turkey to East Africa. (See Moves, page 
33.) 

BRUNEI/UK/US
Dar speaks out
Islamic Finance news revealed in Vol. 4, issue 24 that Dr Humayon 
Dar and his entire Shariah consulting and product design team had 
left Deutsche Bank’s Dar Al Istithmar. Two weeks on, Dr Dar is ready 
to offi cially speak on behalf of the company that absorbed his team 
– BMB Islamic, a 100% subsidiary of BMB Group. 

“We are delighted to join forces with BMB, which we view as an or-
ganization truly committed to achieving fi nancial and Islamic conver-
gence. Together we can act as an unsurpassed resource for industry 
players seeking to develop products that further enhance the integrity 
of the industry whilst also allowing for the creation of instruments that 
are attractive and tradable in the wider fi nancial markets. Working 
within BMB, we believe we are now better placed to make a positive 
impact on the industry and work with a broader group of institutions 
to develop genuinely credible and independent Shariah platforms,” 
Dr Dar commented. 

BMB Group intends to expand 
to Saudi Arabia, Malaysia and 
the UAE by 2008, with offi ces 
in Riyadh and Dubai slated 
for opening before the end of 
2007. 

UK
Sukuk Summit
The UK-regulated European 
Islamic Investment Bank (EIIB) 
sponsored the Sukuk summit 
which was held on the 20th and 
21st June in London.

The summit, which saw partici-
pation from major international 
and UK players, focused on Su-
kuk viability, fi nancial and regu-
latory dynamics and the poten-
tial of Sukuk mobilization, as 
well as new sources of ethical 
funding. 

Islamic Finance news and 
RedMoney have consistently 

provided insight and  knowledge 
to the Islamic fi nance community 

since their inception. It has been a 
pleasure to see these organizations 

grow from strength to strength 
and I look forward to many future 

years of success.

Daud Abdullah
Chief Operating Offi cer

Asian Finance Bank

BOSNIA/MALAYSIA
Invest Sarajevo
Amer Bukvic, director of Bosna Bank International (BBI), has urged 
Malaysian banks to invest in Bosnia and Herzegovina, and to 
expand Malaysia’s Islamic banking business into the region to beat 
competition from European houses. 

Bukvic also pitched for investor confi dence, citing Bosnia’s 
established Islamic fi nancial system covering banking and Takaful. 
There are currently 34 European banks in Bosnia and Herzegovina, 
with investments in excess of €1 billion (US$1.34 billion), benefi ting 
from the well-regulated fi nancial sector, Bukvic added. 

There has been growing interest in Islamic products and services in 
the post war-torn economy, the population of which is 40% Muslim. 
BBI is Bosnia and Herzegovina’s fi rst Islamic bank. 

BAHRAIN
Less of the Khaleeji pie
Gulf Finance House (GFH) has sold a 30% stake in Khaleeji Commercial 
Bank to a group of regional investors for an undisclosed value. 

GFH, previously sole owner of 
Khaleeji, recently increased 
the bank’s paid-up capital by 
US$185 million to US$265 
million, to widen its shareholder 
and client base. 

The editors and editorial board of 
Islamic Finance news deserve to 
be commended for breaking out 
such a high quality publication.

Iqbal Khan
Advisory Director

HSBC

BAHRAIN
Previously known as KFI
Khaleej Finance and Investment (KFI) has unveiled its new corporate 
identity – Capivest. The identity revamp is in line with the Shariah 
compliant company’s intentions to expand beyond local and regional 
boundaries. 

Capivest intends to tap the healthcare industry, real estate and the 
expanding Saudi Arabian and GCC markets, while adding to shareholder 
portfolio. Nabil Mohammed Hadi, CEO of Capivest, affi rmed: “We are 
close to sealing two major real estate deals in the Kingdom of Saudi 
Arabia and there will be many more exciting projects.”

The company has also allocated US$1.25 billion for industry, US$500 
million to healthcare and US$300 million to real estate investments 
over the next three years. 

Capivest will also grow its capital base by 2008, as part of its long-term 
strategy and in response to growing pressure from shareholders. 

GCC
ABN Amro is on a roll
ABN Amro will double its private banking staff in the GCC by 2009.

The bank also has plans to expand to India, China and Indonesia to 
tap petro-dollars from high net worth Middle Eastern investors. 
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UAE
TNI’s new niche
The National Investor (TNI) has set up an in-house oil and gas 
team within its investment banking group, advising on mergers and 
acquisitions and capital market transactions. TNI expects its new arm 
to set it apart in a region rife with oil and gas transactions. 

Orhan Osmansoy, CEO of TNI, affi rmed: “The oil and gas sector requires 
signifi cant specialist expertise and know-how. This is why we have 
decided to establish this team so that we can offer our clients intelligent 
solutions backed by strong understanding of industry fundamentals. 
The team comprises oil and gas professionals recognized for their 
practical approach, creativity and industry knowledge.” 

TNI’s in-house oil and gas team will be headed up by Gundi Royle. 
(See Moves on page 33 for more on Ms Royle.) 

UAE/US
Shoppers unite! 
Istithmar will acquire giant New York retailer Barneys from the Jones 
Apparel Group for US$825 million. Barneys, a luxury retailer with 
fl agship stores in New York, Beverly Hills, Chicago, Boston and Dallas, 
also operates two regional full-price stores, 14 CO-OP Barneys New 
York stores, 13 outlet stores and two semi-annual warehouse sale 
events. 

Istithmar’s Barneys bid is testament to the investment house’s 
confi dence in the luxury market and Barneys’ growth prospects. David 
Jackson, CEO of Istithmar, confi rmed the company’s aim to focus on 
the retail sector and accelerate Barneys’ growth beyond the US. 

UAE
DP narrows price
DP World has narrowed the 
price guidance on its 10-year 
Sukuk to 115 basis points from 
an initial range of 115–120 
points on the 19th June. The 
Sukuk is expected to mature in 
May 2017. 

The port operator has also 
announced a 30-year dollar 
bond, at 160 basis points, set for maturity in February 2036. The 
bond is estimated to raise US$3 billion, with pricing due by the end 
of June. 

Barclays, Citigroup, Deutsche Bank, Dubai Islamic Bank and Lehman 
Brothers will act as the issue’s bookrunners. Proceeds from the bond 
will be used to refi nance debt.  

UAE
Inshaa Properties
First Gulf Bank (FGB), Al Dar Properties, Sorouh Real Estate and 
Reem Investments will set up Inshaa Properties. Focusing on real 
estate development, Inshaa will start up with an authorized capital 
of US$136 million. 

FGB will hold a majority stake of 40%, with the other three companies 
holding 20% each. The new company will invest up to US$1.4 billion 
in residential, commercial and retail projects, and will be domiciled in 
Abu Dhabi and Dubai. 

A public fl oat of company 
shares is also in the pipeline 
for Inshaa longterm. 

INDIA
Islamic infrastructure
2i Capital Group, along with Amwal Investment SAOC, has launched 
a US$300 million offshore Islamic Indian Infrastructure Development 
Fund. The fund will hold a seven-year tenure, and is already registered 
with the Securities and Exchange Board of India. 

The fund’s launch is timely, as Gulf interest is peaking in India, due to 
rising stocks. Companies are also targeting high net worth individuals 
who choose not to invest in stock markets. Vivek Sekhar of 2i Capital 

Group elucidated: “A lot of 
money is being allocated for 
India from the Middle East. By 
launching a Shariah compliant 
fund, we are looking at tapping 
investors from the GCC 
countries. The fund will invest 
in energy, road and highway 
projects and focus on large 
urban infrastructure projects.” 

2i Capital currently operates in 
the UK, Mauritius and India. 

MIDDLE EAST
Sukuk plans
HSBC is planning to sell up 
to US$3 billion in Sukuk in 
the Middle East in the third 
quarter of 2007. The Sukuk is 
slated for sales to petroleum 
companies and utility fi rms. 

Hissam Kamal Hassan, head 
of Islamic fi nance for HSBC 
Saudi Arabia, affi rmed: “We are 

expecting two to three transactions of international benchmark sizes. 
Issuers are both state-sponsored companies and private issuers.” 

Energy Sukuk is catching up in the Middle East, with the Saudi 
Electricity Company revealing plans to raise up to SR2 billion 
(US$533.3 million) in Sukuk this year. 

SINGAPORE/UAE
Joint hotel venture
Istithmar has entered a US$50 million joint venture with City e-
Solutions, a subsidiary of Singapore’s City Developments. 

The JV will entail the building of 30 budget hotels in South-East Asia. 
Istithmar and City e-Solutions will each hold a 40% stake in the project, 
with Tune Hotels holding the remaining 20%. Many congratulations to the 

publishing team on the 100th issue 
and the success of the publication. 
That success rests on bringing news 

that really matters and being 
on the mark when it comes to 

understanding the Islamic fi nance 
market and sorting out the chaff 
from the wheat. This was clearly 
exemplifi ed in the IFN inaugural 

awards.

Rahail Ali
Partner, Lovells

Islamic Finance news is an 
unrivalled source of cutting edge 

industry information.

Arul Kandasamy
Head of Islamic Banking, Barclays
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GLOBAL
Industry barriers
KPMG’s Economic Intelligence Unit (EIU) has iden-
tifi ed the key barriers in the global Islamic fi nance 
market. In a report entitled “Growth and Diversifi ca-
tion in Islamic Finance,” respondents – comprising 
key players – highlighted issues which included the 
lack of young qualifi ed Islamic bankers, the lack of 
regulatory developments, diffi culty in measuring the 
performance of Islamic fi nancial products and the 
need for a specifi c rating agency for Islamic institu-
tions, adherent to Basel II requirements. 

The report, however, acknowledges the nascent 
industry’s rapid expansion, with respondents citing 
creativity in product innovation for derivatives, 
swaps and options as potential growth avenues. 
Paul Furneaux, fi nancial services partner with 
KPMG in the UK stated: “The role of Islamic scholars 
will be crucial in helping to determine the level of 
sophistication of the products themselves.” 

In terms of Sukuk issuances, many feel that there is 
not enough trading to warrant secondary markets, 
despite potential in the US and Europe. Structured 
fi nance derivatives and private equity and retail 
banking beyond Islamic mortgages also have high 
growth potential. Many also feel that the induction 
of women into the industry will alleviate the current 
hiring bottleneck. Takaful was cited as potentially 
the most lucrative area for development, especially in the GCC where 
the area is under-developed. 

The overall future of Islamic fi nance is deemed to be positive, with 
development prospects expected to remain independent of many 
factors, including oil prices. Convergence between Islamic fi nancial 
institutions and the global fi nancial system is also expected to spur 
growth, propelling the industry from being a niche player to the 
mainstream. 

BRUNEI
US$519 million richer 
Brunei Darussalam has concluded the seventh sale of its Sukuk 
Ijarah, bringing total sales to BND800 million (US$519.98 million). 
This issue, priced at BND70 million (US$45.59 million) carries a 91-
day maturity, ending on the 20th September. 

The Sukuk was issued by Sukuk Holding Properties 
and Sukuk (Brunei), both of which were set up by 
Brunei’s Ministry of Finance and registered under 
Brunei Darussalam’s International Business 
Companies Order 2000. 

GLOBAL
US$1.5 trillion market
Sukuk has been touted as the new driver behind 
infrastructure development in the Middle East 
and in Asia. The Middle East is expected to spend 
up to US$500 billion and Asia US$1 billion on 
infrastructure in the coming fi ve years. 

According to Dr Zeti Akhtar, governor of Bank Negara 
Malaysia, the current Sukuk market stands at an 
estimated US$18 billion, excluding domestic Sukuk 
issuances, which exceed US$30 billion. 

The Sukuk market currently registers an annual 
growth of 40%, spurred by high levels of surplus 
savings and reserves in Asia and the Gulf. Asia’s 
savings rate is higher than any other region in the 
world, and is expected to retain between 30% and  
40% of gross domestic product (GDP) in the coming 
years. 

However, due to its infancy, the Sukuk market is in 
dire need of defi nition and development to avoid an 
over-reliance on fi nancing from the banking sector. 
Dr Zeti elucidated: “This has often resulted in funding 
mismatches with adverse implications on fi nancial 
stability. The development of the bond market 
allows for access to funding with the appropriate 
maturities, thus avoiding such mismatches. It also 
allows for the diversifi cation of risks by issuers 

and investors. Also, raising funds from the Islamic bond market in 
the current environment has been 10 to 20 basis points lower than 
mainstream bonds.” 

Over the fi rst 100 issues, Islamic 
Finance news has proven to be 

much more then just another source 
of news.  Of course there is the 
hot news, even better and more 

accurately covered since the issue 
went weekly.  Of course, there are 

the stats and graphs that keep 
us updated and help us evaluate 
trends ... the topic and country 

related news items ...   It all is as 
it should be and Islamic Finance 

news brings it in an easy accessible, 
visible way.  But, even more so, 

interviews, insights, positions 
by prominent leaders, legal 

consultants and lawyers, bankers 
... from recent developments, 

achievements, fi nancial 
constructions to (dissenting) 
opinions ... it all is there.

Paul Wouters
Resident of Counsel
Bener Law Offi ce

KUWAIT
Citi denial
Citigroup has offi cially denied rumours circulating regarding its alleged 
intention to acquire a stake in Kuwait’s Gulf Bank. Citi is, however, 
looking to expand organically in Qatar, Kuwait and the UAE, while also 
seeking a presence in Saudi Arabia. 

UAE
Sapphire Residence
Deyaar has launched the fi rst phase of its Dh400 million (US$108.9 
million) project, Sapphire Residence. Located at the Dubai Silicon 
Oasis, Sapphire aims to accommodate growing demand for affordable 
residential offerings in Dubai. Scheduled for completion in 2008, 
Sapphire will be the fi rst of four other buildings by 
Deyaar. 

Dubai Islamic Bank will provide the fi nance scheme 
for Sapphire, which will require nothing to be paid 
before the end of construction. 

UAE
Emirates’ Infosys
Emirates Bank has entered a strategic partnership with Infosys 
Technologies to implement its Finacle Universal Banking Solution as 
the group’s new core banking platform. 

Finacle’s roll-out will enable the bank to consolidate its technology and 
operations across various platforms. The implementation program 
for the new system is expected to start immediately in the UAE and 
expand to other countries in phases. The new solution will also be 
deployed by Emirates Islamic Bank via the Finacle Islamic Banking 
offering. 
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SAUDI ARABIA
Roadshow for SEC
Saudi Electricity Company will begin its roadshow on the 30th June 
to raise SR2 billion (US$533.3 million) for its fi ve-year Sukuk. The 
company will use the cash to fund its expansion to accommodate the 
rising demand for power, expected to hit SR190 billion (US$50.66 
million) by 2015. 

Lead manager and sole bookrunner HSBC plans to close 
its book-building by mid-July, and close the issue by end of 
July. 

INDIA/SYRIA/UK
The Path forward
Both the European Finance House (EFH) 
and Syria International Islamic Bank (SIIB) 
have selected Path Solution’s iMal software 
solution for their Islamic core banking, 
investment, Islamic fi nancing and Treasury 
activities. 

EFH (whose banking licence application 
is currently being considered by the UK’s 
Financial Services Authority) plans to 
promote Shariah compliant products and 
arrange transactions between conventional 
and Islamic banks, institutions and 
individuals via a range of Shariah compliant investment tools. 

MALAYSIA/ INDIA
TATA for Maybank? 
India’s TATA Consultancy (TCS) is in talks with Maybank to 
offer up its Islamic banking services. While talks are ongo-
ing with several other banks, TCS also hopes to push its 
products in the telecommunication sector. It is currently 
talking to Telekom Malaysia and Celcom to implement a 
billing system, and to set up a center of excellence.

TCS’s track record includes 
establishing CIMB Group’s 
anti-money laundering solu-
tions and the development of 
Standard Chartered’s banking 
solutions.

Girija Pande, TCS Asia-Pacifi c’s 
executive vice-president, re-
vealed: “Malaysia has a fan-
tastic reputation in the Islamic 
banking community and we are 
very keen to tap the potential 
as we see huge success.” 

MALAYSIA
Royal Mint canned
Bank Negara Malaysia has terminated its deal with The Royal Mint of 
Malaysia for the supply and purchase of fi nished coins. 

Rating Agency Malaysia has therefore lifted its rating watch on Royal 
Mint’s A2/P2 rated RM46 million (US$13.26 million) Murabahah 
multi-option notes, which bore a negative outlook. 

MALAYSIA
Cagamas launches debt papers
Cagamas has launched its RM60 billion (US$17.29 billion) 
conventional and Islamic commercial papers and medium-
term notes program – the largest issuance in South-East 
Asia. 

The program comprises RM20 billion (US$5.76 billion) in 
commercial papers and RM40 billion (US$11.52 billion) 
in medium-term notes, with a 40-year tenure – Malaysia’s 
longest term yet. Issuances will be done as and when 
needed to ensure minimal shocks to the bond market. 

SINGAPORE
The Emirates Tarian fund
Emirates Tarian Capital will launch a Shariah compliant investment 
fund worth over US$400 million. The fund will target Asian properties 
across all sectors. 

Emirates Tarian is capitalizing on the recent infl ux of Middle Eastern 
wealth into Asia, with Middle Eastern investors seeking returns 
on equity of more than 2% on their Asian 
investments. 

Set up two years ago to channel funds from 
Middle Eastern private investors into Asia, 
the boutique investment fi rm has so far 
raised funds for Asian projects worth up to 
US$390 million.

Emirates Tarian is 60% owned by Emirates 
Investments Group. 

BAHRAIN
Misys solutions
Albaraka Banking Group (ABG) 
has fi nalized an agreement 
with Misys to utilize its Misys 
Equation Islamic core banking 
system. 

On behalf of Kuwait Finance 
House (Malaysia) , I congratulate 
Islamic Finance news on it’s 100th 

issue. The e-newsletter since 
its estabishment has provided 
the industry with an excellent 

resource for up-to-date data and 
information from around the world. 
I hope IFN will continue to provide 

us with these valuable insights,  
covering all aspects of Islamic 

banking & fi nance.

Salman Younis
Executive Director

Kuwait Finance House, Malaysia

In my mind, the most endearing 
quality of IFN is its ability to give 
the reader a bird’s eye view of 

everything in snapshot, quick take 
slides... you always get the big 

picture without losing sight of the 
details.

Jalalullail Othman
Partner, Shook Lin & Bok

If you’re looking for the story about Humayon Dar 
and his team moving to BMB……

We published it two weeks ago!

Read it HERE fi rstRead it HERE fi rst
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UAE
Mashreq is stable
Mashreq has received long-term and short-term counterparty credit 
ratings of A and A-1, respectively, from Standard & Poor’s (S&P). 
Mashreq has a stable outlook. 

These ratings refl ect Mashreq’s strong commercial position, robust 
fi nancials and liquidity. They are, however, moderated by stiff 
competition in core markets, and pressures on the interest margin, 
low geographic diversifi cation and cyclicality of the operating 
environment. 

S&P considers Mashreq to be a systematically signifi cant bank in the 
UAE with a high likelihood of government support, should it be need-
ed, thus awarding a one-notch uplift from its stand-alone rating. 

GCC
Tamweel residential rated
Moody’s Investors Services has assigned provisional 
long-term ratings to Tamweel Residential ABS CI 
(1)’s four Sukuk Ijarah notes. 

The US$185.9 million Class A fl oating rate secured 
notes have been rated Aa2 and the US$16.1 million 
Class B fl oating rate secured notes have been rated 
Baa1. The US$10.3 million Class C and US$7.7 
million Class D fl oating rate secured notes have 
been rated Ba3 and NR respectively. All the notes 
are due in 2037.

The ratings are based on favorable pool 
characteristics, including a moderate weighted 
average LTV of 45.9%, the onshore special purpose 
vehicle’s legal structure, foreign risk mitigations 
afforded by the exchange rate agreement, the 
presence of secondary and highly rated tertiary 
servicers, credit enhancement in terms of 
subordination below each note and cash reserves. 

According to Moody’s, the structure allows for timely payment of 
interest and ultimate payment of principal at par on, or before, the 
rated fi nal legal maturity date. 

BAHRAIN
Confi dent of TAIB
TAIB Bank’s long-term issuer default rating (IDR) 
of BB, short-term IDR of B and support rating of 5 
have been placed on Fitch Ratings’ Rating Watch 
Positive. 

This move is based on Dubai Financial’s 60% 
acquisition of the bank, as well as steadier fi nancials for TAIB with 
backing from the robust Dubai Holdings. Further upgrades will be 
subject to the following through of the deal and its strategic sense, 
along with the conclusion of the transaction. 

Dubai Holding Commercial Operations Group, a subsidiary of Dubai 
Holdings, is also rated positively, with a long-term IDR of AA- and a 
stable outlook. 

MALAYSIA
The tiger reaffi rmed
Rating Agency Malaysia (RAM) has reaffi rmed the short-term rating 
for Esso Malaysia’s RM300 million (US$86.27 million) Islamic 
commercial papers program at P1. 

Esso’s rating is supported by the strong fi nancial fl exibility of its 
parent company, Exxon Mobil Corporation. At present, Esso has a 
US$100 million fi xed exchange rate inter-company loan to fund its 
business needs, apart from a RM185 million (US$53.21 million) loan 
and deposit facility from a sister company, which allows Esso to better 

manage its cash surpluses.

Esso also benefi ts from the fi xed retail margins set 
by the government of Malaysia’s Automatic Pricing 
Mechanism (APM). Petroleum prices are regulated 
by the APM to decrease price fl uctuations for 
consumers, hence creating a fi xed profi t margin 
for Esso. Additionally, stable demand in the retail 
petroleum sector also adds a boost to Esso’s 
business. 

The ratings are, however, moderated by weak refi ning 
margins, due to the relatively high cost of low sulphur 
crude, thus decreasing the company’s overall 
profi tability, as illustrated by its 2006 operating pre-
tax profi ts of 0.99%, from 1.3% in 2005. 

Esso’s substantial shareholder, Exxon Mobil, is listed 
on the New York Stock Exchange and is currently 
rated AAA/Stable/A-1+ by Standard & Poor’s. 

TUNISIA
Ratings unchanged despite sale
Banque Tuniso-Koweitienne (BTK)’s long-term counterparty credit 
rating of BB with a stable outlook remains unchanged despite its 
shareholders’ decision to sell their 60% stake to a strategic partner. 
The shareholders (the Tunisian and Kuwaiti governments) have 
received interest from eight foreign institutions regarding this sale. 

BTK’s fi nancial diversity and uncertainties regarding the bank’s future 
strategy, as well as the sale’s timeline, has hindered Standard & Poor’s 
from making any immediate ratings decisions. 

BTK’s current rating continues to benefi t from 
a one-notch uplift above its stand-alone rating, 
refl ecting confi dence in forthcoming government 
support if needed. 

Islamic Finance news is essential 
reading for all those wanting 

to keep up to date with 
developments and debates in 
the industry. I recommend it to 
postgraduate students working 

on Islamic fi nance topics as 
useful reading to broaden their 
understanding of the subject, as 
well as to banking and fi nance 

professionals attending the courses 
I take on Islamic fi nance around the 

world.

Rodney Wilson
Director of Postgraduate Studies, 

Durham University

OMAN
Mashreq key to insurance rating
Oman Insurance Company has been assigned a BBB+ long-term 
counterparty and insurer fi nancial strength rating, based on parent 
company’s Mashreq’s ratings of A/Stable/A-1. Oman Insurance was 
also placed on Standard & Poor’s (S&P) CreditWatch, with positive 
implications. 

Oman Insurance will maintain its CreditWatch placement until S&P 
confi rms the company’s strategic importance to parent company 
Mashreq. 



www.islamicfi nancenews.com
RATINGS NEWS

Page 13 29th June 2007©

THIS TIME WHEN WE LAUNCHED
• First Islamic Investment Bank and its co-investors bought a 

substantial interest in VGC (Vogica), a leading French retailer and 
wholesaler of kitchens and bathrooms.

• Dubai Islamic Bank launched a 3.7% Murabahah car fi nancing 
scheme with a competitive insurance rate, combined with a free 
AAA membership road assistance.

• The Pakistan government appointed Citibank and HSBC as lead 
managers to fl oat its US$500 million Sukuk in Europe and Asia, 
including the Middle East.

• Hong Leong Bank – then Bumiputra-Commerce Bank — RHB 
Bank – were granted approval to open Islamic banking arms, 
joining existing players Bank Muamalat and BIMB Holdings.

• National Bank of Kuwait and Kuwait Finance House arranged a 
US$600 million bridge facility for a major petrochemical project 
in Kuwait. 

• Qatar Islamic Insurance Company charted gross premiums of 
US$17.6 million, net investment income exceeding US$1.95 
million, and net profi ts of US$9.67 million, 139.5% higher than in 
2003. 

• Islamic banking and fi nance lawyer, Mohamad Illiayas Seyed 
Ibrahim, called for the rationalization of Malaysia’s Islamic 
banking and fi nance laws to ensure that its pre-eminence is 
respected and maintained.

• AMMB Holdings was granted approval from Bank Negara Malaysia 
to conduct Islamic banking activities, making it Malaysia’s sixth 
fi nancial institution to set up an Islamic banking subsidiary. 

• The Union of Arab Banks organized the First Arab Conference for 
Islamic Banking in Beirut.

• The National Bank of Pakistan opened its fi rst Islamic banking 
branch.

• Dubai Islamic Bank predicted Islamic banks to hold between 
40% and 50% of global savings within the next 10 years, luring 
capital from traditional banking.

• Dubai Airport’s Sukuk was increased from US$750 million to 
US$1 billion due to oversubscription, making it the largest ever 
global Sukuk. 

• International Finance Corp, the World Bank Group’s private sector 
arm, launched its inaugural US$131 million Islamic securities 
issue.

• Faisal Islamic Bank of Egypt, in cooperation with EFG-Hermes, 
launched the Faisal Islamic Bank of Egypt Mutual Fund.

• National Bank of Sharjah clinched a US$34.3 million Murabahah 
fi nancing deal, acting as the lead syndicate with Emirates Islamic 
Bank for Aayan and Mazaya Holdings.

UAE
DP World rated A+ 
DP World Sukuk’s US$1.5 billion 6.25% Sukuk, due in 2017, received 
an A+ senior unsecured debt rating. The company’s US$1.75 billion 
inaugural 6.85% medium-term notes, due in 2037, also received the 
same rating.

The rating on the Sukuk refl ects DP World’s likely support if payments 
from the Mudarabah assets are deemed insuffi cient to meet 
distributions. The shortfall payments by DP World will rank pari passu 
to its other unsecured creditors.   

DP World Sukuk entered a purchase and sale undertaking and a 
Mudarabah agreement with DP World, primarily for the development 
of its container terminal 2 facility at its principal Jebel Ali port in 
Dubai. 

BAHRAIN
GIB upgraded
Gulf International Bank (GIB) has received long and short-term foreign 
currency rating upgrades to A+ and A1 from A and A2, respectively. 
Additionally the bank’s fi nancial strength rating has been upgraded 
to A from A-.

Credit rating agency Capital Intelligence premised these upgrades on 
GIB’s superior credit quality and high capacity for timely repayment of 
its short-term fi nancial obligations. 

The upgrade is also backed by the bank’s increase in paid-up capital 
to US$1.5 billion, contributing to a total equity of US$2.3 billion, its 
sound asset quality and liquidity, improving profi tability and excellent 
cost-to-income ratio, the strong credit rating of the shareholders, 
and GIB’s well-established regional corporate and project fi nance 
franchise in the GCC. 

Next Forum Question

Is cross-border activity amongst the world’s Islamic banks suffi cient at this time? If not what is required to 
expedite this?

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 4th July 2007.
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Market situation
Amid a compressed spread environment and abundant global 
liquidity caused by the shortage of investible assets, low risk premia 
have encouraged investors to seek higher yields from alternative 
investments. Asset securitization plays a special role in this context 
as an innovative fi nancing tool to expand the asset universe 
as more institutional money is dedicated to emerging markets 
with underdeveloped local fi xed income markets. Although the 
fundamental concept of asset-backing is inherent to Islamic lending, 
only very few structured credit transactions have been executed in 
emerging market countries, where fi nancial transactions have to 
comply with Shariah law due to religious restrictions on the sale 
and purchase of debt contracts, profi t-taking without real economic 
activity and asset transfer, as well as legal uncertainty surrounding 
the enforceability of investor interest under Islamic jurisprudence. 

In the wake of the rapid growth of the Islamic fi nance sector, structured 
fi nance instruments are now receiving increasing attention in Islamic 
countries, owing in large part to enabling capital market regulations, 
a favorable macroeconomic environment and fi nancial innovation 
aimed at establishing Shariah compliance. The most popular form of 
securitized credit fi nance within Islamic fi nance is commonly referred 
to as Sukuk bonds. Gross securitized issuance of these Islamic debt 
securities has almost tripled from US$6.7 billion to about US$15 
billion by the end of 2006 – still not even one-tenth of conventional 
securitized issuance of asset-backed securities (ABS) in emerging 
markets over the same time period. During the fi rst half of 2007, 
greater standardization triggered a further uptick of issuance volume 
to more than US$10 billion. According to recent market reports, 
governments and corporates will raise about US$30 billion in Sukuk 
over the next three years, bringing the size of the Islamic securitization 
market to US$100 billion. 

Islamic securitization transforms bilateral risk sharing between 
borrowers and lenders through a Shariah compliant lending 
transaction (installment sale) or trust-based investment of existing or 
future assets into the market-based refi nancing of asset performance. 
Sukuk bonds commoditize the capital gains from asset transfer in 
either one of the three basic forms of Islamic fi nance (synthetic loans/
purchase orders [Mudarabah], sale and lease-backs [Ijarah], or profi t-
sharing arrangements [Musharakah or Murabahah]). To this end, 
Sukuk operate similarly to mortgage pass-throughs, except investors 
own a portion of the underlying assets, which fund unsecured debtor 
repayments from profi table and direct investment in religiously 
sanctioned and real economic activity.

Institutional competition for an international Islamic 
fi nance hub
The development of the greater fi nancial sophistication of Shariah 
assets coincides with a pervasive institutional vetting process for 
capital market leadership in the development of Islamic capital 
market assets and structured fi nance. Several Islamic countries, 
such as Bahrain, Malaysia and the UAE, encourage Shariah compliant 
debt issuance in a bid to promote themselves as centers for Islamic 
fi nance. Together with London, as one of the world’s major trading 

centers, these competitors are all racing to anchor the development of 
Islamic fi nance and securitization in their home jurisdiction. Malaysia 
is generally considered as the cradle of Sukuk origination. Cagamas, 
the National Mortgage Corporation of Malaysia, kick-started the 
domestic market in October 2004, when it issued a RM1.6 billion 
(US$432 million) mortgage-backed security (MBS), establishing a 
pricing benchmark for subsequent Sukuk offerings in Malaysia. 

Since then, Sukuk structures have been introduced in other jurisdictions 
– without binding regulatory standards, cohesive market practice, and 
consistent legal opinion on Shariah compliance. Whereas Bahrain 
can lay claim to have helped pioneer the Sukuk industry, the UK 
government has initiated reforms to facilitate Sukuk issuance and is 
seeking to launch its own sovereign Sukuk in the effort to emulate what 
Malaysian authorities started more than two years ago. In July 2005, 
Cagamas raised funding with its fi rst Islamic mortgage-backed issue 
of Mudarabah (profi t participation or equity-based) bonds for RM2.05 
billion (US$532 million), which was issued to regional investors and 
added a new asset class to the local debt market. 

Also, Dubai has been particularly active in shoring up local supply 
and consolidating secondary trading through the Dubai International 
Financial Center (DIFC), a tax-free fi nancial district, which aims to 
become the Gulf region’s fi nancial hub and has attracted many 
international investment banks. Amid continuing plans for international 
acquisitions, DIFC issued a US$1.25 billion profi t-sharing Sukuk in 
June 2007, the fi rst issue to be written entirely under DIFC law. Two-
thirds of this issue was placed abroad to accommodate high demand 
from institutional investors outside the Middle East. (This composition 
of the investor base refl ects the common prevalence of high diversifi ed 
investment demand for Islamic securitized debt from many non-Islamic 
countries in Europe and other Asian countries outside the Middle East.) 
Moreover, DFIC’s bourse, the Dubai International Financial Exchange 
(DIFX), at the moment boasts the highest market value of Sukuk listed 
across the globe.

Economic and legal challenges of Islamic securitization
Despite considerable demand for Shariah compliant assets, the further 
development of Islamic securitization depends on essential economic, 
regulatory and infrastructural conditions. While Islamic fi nance is no 
longer confi ned to specialized institutions and has expanded both 
geographically and in product richness, securitization under Islamic 
law still is mostly the domain of governments whose guarantees have 
made asset risk incidental to counterparty risk and credit support 
mechanisms sponsored by sovereign goodwill – hampering market 
maturity and investor sophistication. With Malaysian issuers leading 
the way, nonetheless, more private entities are expected to consider 
Shariah compliant securitization structures to accommodate buoyant 
demand from prolifi c investment funds in both Islamic and non-Islamic 
countries. Several prominent non-sovereign deals have been issued 
across the Middle East, North Africa and Asia (e.g. Bahrain, Kuwait, 
the UAE, Saudi Arabia, Lebanon, Egypt, Malaysia and Singapore). At 
the same time, Islamic sovereigns maintain a steady supply of issues 
as they realize the benefi cial externalities of public debt issuance for 

The Prospects of Islamic Securitization
By Andreas A. Jobst
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The Prospects of Islamic Securitization (continued...)

local capital market development (e.g. the creation of effective pricing 
benchmarks for corporations) – even though the recent oil rally has 
rendered fi scal funding through debt issuance less important. 

Notwithstanding the compelling value proposition of Shariah compliant 
assets, without effi cient and transparent capital markets and 
bankable legal frameworks to operate within, Islamic securitization 
will not continue to grow meaningfully in the near future. Amid weak 
reliance on capital market fi nancing in many Islamic countries, issuers 
are faced with several critical economic and legal impediments as 
longstanding barriers to the sound and transparent evolution of a 
sustainable securitization market. 

The main economic diffi culties of Islamic securitization pertain to: (i) 
the identifi cation of reference assets that meet Shariah requirements 
and offer attractive returns; and (ii) the substitution of standard 
structural features in conventional securitization structures, such as 
credit enhancement and liquidity support, which are not permissible 
in the Islamic context. Given the limited sourcing and structuring of 
eligible asset portfolios, Islamic issuers have begun to originate 
their own Islamically acceptable assets (rather than buy asset 
pools in the market). While the scrutiny of securitized collateral is 
generally more complicated in the presence of Shariah compliance, 
the comparative paucity of historical data on defaults in particular 
hinders reliable estimates for recovery rates used in pricing and rating 
tranched products, and leads rating agencies to use very conservative 
assumptions. Furthermore, there is regulatory disparity among national 
supervisors, with each regulator working independently and refusing to 
recognize the validity of judgments made by their foreign counterparts. 
The Islamic securitization market is also still plagued by illiquidity due 
to limited depth and breadth, mainly because the region’s banks, 
which are the most likely securitizers/sellers of risk, are fl ush with 
liquidity and capital, so there is not a strong funding or balance sheet 
rationale for securitizing. Although the commoditization of illiquid 
asset exposures through securitization facilitates the disciplining 
effect of capital markets, the lack of information from private sources 
about securitized assets in many Sukuk and the prevalence of “buy-
and-hold” investments inhibit effi cient price discovery and information 
dissemination. 

Structured fi nance in Islamic jurisdictions is also beset by legal 
uncertainty from a two-pronged assessment of Shariah compliance, 
which entails procedural and substantive diffi culties – and potentially 
unfavorable externalities – on both the supply and demand side. 
Islamic investors are not only concerned with the legal enforceability 
under contract law, but also the compliance of both securitized assets 
and the transaction structure with the Shariah. So from an investor’s 
perspective, both the underlying reference assets and the transaction 
structure need to satisfy two legal regimes: applicable commercial law 
and Islamic law. 

The absence of practical and hard-wired guidance on Shariah 
compliance may affect the legal integrity and restitution interest of 
investors in Islamic securitization transactions. 

Islamic jurisprudence is not defi nite or bound by precedent and still 
lacks homogeneous interpretation and universal recognition. Legal 
opinions of Islamic courts may deviate from previous decisions 

made by other Shariah scholars. Since Islamic law itself is divided 
into different juristic schools of thought (Madhahib), which provide 
guidance on the interpretation (ijtihaad) or analytical reasoning 
(qiyas) of the general principles of the Shariah, there is no consistent 
ruling of Islamic courts on the religious compliance of the eligibility 
of certain assets and transaction structures for securitization. For 
instance, even though the Hanbali school is dominant in Saudi Arabia, 
a Shariah board has considerable discretion in the interpretation of 
Islamic law and may choose any other school of thought to inform its 
decision-making process. Although the Malaysian market has been the 
benefi ciary of most innovation in Islamic securitization, the approval of 
these structures by Shariah boards in terms of religious compliance 
varies throughout the rest of the Islamic world. For instance, in Saudi 
Arabia the trading of Sukuk is prohibited.

Eventually, the question of whether Islamic law governs a securitization 
transaction by substance or form determines the investment risk 
from religious encroachment on the economic logic of the security 
design and the legal enforceability of commercial interests. If Shariah 
compliance is treated as a matter of substance and upholds in spirit 
what was created in form (defi ned by commercial law), the violation 
of any religious precepts under Islamic law is likely to temper investor 
interest and affect the liquidity of a transaction, but would not 
preclude the legal enforceability of investor claims. However, if Islamic 
law is the governing law as a matter of form (i.e. the transaction is 
governed solely by Shariah law), the opinion of Shariah courts could 
override commercial legal concepts and re-qualify the legal nature of a 
securitization transactions. 

For instance, the requirement of a direct linkage between identifi able 
assets and investors pursuant to the Islamic concept of entrepreneurial 
investment disqualifi es the recognition of perfected security interest 
and belies the legal separation of assets from the bankruptcy estate of 
the asset originator in true sale securitization. Thus, the ex post legal 
interpretation of legal separation carries the possibility of bankruptcy 
courts or insolvency offi cials in Islamic jurisdictions invalidating 
substantive non-consolidation under commercial law and “re-
characterizing” an asset sale as an unsecured loan (without transfer 
of legal title to the lender, which, in turn, interferes with the premise 
of asset transfer in Islamic fi nance). Failure of an asset transfer to be 
defi ned as a true sale may also result in the voiding of the sale and 
the transfer of assets back to the original owner. Either outcome would 
undermine the economic purpose of the securitization, compromise 
investor protection and upset the carefully constructed subordination 
mechanism of profi t and loss-sharing amongst investors, which 

continued...
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effectively defi nes the transaction structure. Such legal uncertainty 
is amplifi ed by the fact that the bankruptcy and dispute resolution 
processes of Islamic securities are largely untested due to the scarcity 
of default cases. Consequently, most Shariah compliant securitizations 
have been unrated and often only issues that are suffi ciently 
supported by third-party guarantees from governments or multilateral 
organizations, such as the AA-rated Islamic Development Bank, 
receive offi cial ratings, with major rating agencies being reluctant to 
issue credit ratings on local structures.

While the practical (economic) assessment of Islamic securitization 
focuses on the potential of securitized assets and/or securitization 
structures to transgress Islamic law, Shariah compliance itself has no 
bearing on the external assessment by rating agencies unless Islamic 
jurisprudence threatens to impede their credit quality and interfere 
with commercial claims as a matter of form. The rating of an Islamic 
transaction does not address Shariah compliance (but asset control 
and investor protection) as a matter of legal enforceability through 
commercial tribunals and refl ects solely the compliance of any 
transaction with applicable commercial law.

While it seems that synthetic securitization (patterned after the German 
PROMISE transactions) would be a practical approach to establish a 
pass-through payment structure to sidestep the legal issues associated 
with the perfection of security interest in bankruptcy remote structures 
and the requirement of direct asset ownership and direct investor rights 
and obligations in Islamic lending contracts, market participants and 
regulators in Islamic countries are not ready to take that step in the 
absence of uniform market standards on derivative transactions that 
eschew avertable uncertainty (gharar) as prohibited activity (haram) in 
a bid to create an equitable system of distributive justice.

Prospects for Islamic securitization – regulatory 
consolidation and standardization
Recent efforts at regulatory consolidation and standard setting have 
addressed economic constraints and the legal uncertainty imposed 
by Islamic jurisprudence and poorly developed uniformity of market 
practices on Islamic securitization and the use of derivative structures. 
Therefore, market ineffi ciencies caused by heterogeneous prudential 
norms and diverse interpretations of Shariah compliance are expected 
to wane in the near future. In the area of banking regulation, the 
fi rst signs of supervisory harmonization emerged in 2002, when 
Central Banks and national monetary authorities of Islamic countries 
inaugurated the Islamic Financial Service Board (IFSB) in Malaysia 
as an international standard-setting body to ensure the stability and 
soundness of the Islamic fi nancial services industry by developing new, 
or adapting existing, international fi nance standards consistent with 
Shariah principles and harmonization of practices within the Islamic 
fi nancial services industry. At the same time, private sector initiatives, 
such as an Islamic primary market project led by the Bahrain-based 
International Islamic Financial Market (IIFM) in cooperation with the 
International Capital Markets Association (ICMA), have resulted in the 
adoption of widely accepted documentation standards and master 
agreement protocols for Islamic derivatives. 

Further work is also being done on issues regarding the tradability 
of Sukuk and the standardization of Islamic treasury Murabahah 
contracts. Moreover, the greater importance of the Accounting and 
Auditing Organization of Islamic Finance Institutions (AAOIFI), the 

General Council for Islamic Banking and Finance Institutions (GCIBFI) 
and the Islamic International Rating Agency (IIRA) will add consistency 
to Shariah rulings, while the retention of conventional fi nance market 
practice and the supremacy of a bankable governing law as a matter 
of form remain essential to maintain investor confi dence in a rapidly 
growing structured fi nance market. Also national solutions are gaining 
traction. Even before the IIFM started working on the development of a 
Master Agreement for Islamic Derivatives, for which it had established 
an alliance with the International Swaps and Derivative Association 
(ISDA), in November 2006, Malaysia’s only fully fl edged Islamic banks, 
Bank Islam and Bank Muamalat Malaysia, had already broken new 
ground by agreeing to execute a derivative master agreement for the 
documentation of Islamic derivative transactions. This standardization 
initative was sponsored by the Malaysian Financial Market Association 
(Persatuan Kewangan Malaysia) with participation from both Islamic 
and conventional Malaysian banks in a bid to create more liquidity and 
enhance transparency in support of elevating Malaysia’s aspirations 
of becoming a center of Islamic fi nance as the largest Sukuk market 
in the world.

Since conventional securitization is virtually absent in Islamic 
countries, considerable demand for Shariah compliant investment 
assets provides an untapped market for structured fi nance. 
Irrespective of religious conditions, Islamic securitization offers the 
same economic benefi ts that conventional structured fi nance purports 
to generate, such as the active management of a designated asset 
portfolio due to greater control over asset status, enhanced asset–
liability management and term structure transformation, as well as the 
isolation of certain assets in order to make them self-fi nancing at a fair 
market rate. Islamic securitization also complements the conventional 
ABS universe as an alternative and more diversifi ed funding option 
that broadens the pricing spectrum and asset supply as high demand 
for alternative investment products causes greater lending width amid 
a low-yield market environment.

As Islamic securitization comes into its own and companies turn to 
means of raising debt that comply with the Shariah, fi nancial innovation 
will contribute to the further development and refi nement of Sukuk and 
similar Islamic fi nance products that may be offered on an exceedingly 
competitive level with conventional investments. Islamic fi nancial 
institutions, particularly in Bahrain, Kuwait and Malaysia, have been 
gearing up for more Shariah compliant fi nancial instruments – both on 
the asset and liability side – which debuted recently in market activity, 
such as equity and bond trading, as well as in investment, such as 
Islamic syndicated lending, collective investment schemes and other 
asset management products. 

The Prospects of Islamic Securitization (continued...)
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Islamic “bonds” or Sukuk have carved a particularly promising niche 
for themselves in the global capital markets. Recent estimates 
from Standard & Poor’s suggest that the Sukuk market is worth 
approximately US$70 billion, and will top the US$160 billion mark by 
the end of the decade. Strong demand and growing investor appetite 
for Sukuk over the last fi ve years has driven a remarkable level of 
innovation in Sukuk structures. At the leading edge of this trend, 
in 2006 the market witnessed the evolution of a new product: the 
“convertible” Sukuk. Three of the largest Sukuk issuances to date, 
namely Ports Customs & Free Zone Corporation (PCFC), Nakheel 
Development and Aldar Properties, have all been “convertibles.” 

Convertible Sukuk versus convertible conventional 
bonds 
Convertible Sukuk replicate convertible conventional bonds. A 
convertible bond is a bond that can be converted at the option of 
the holder into shares of the issuer at a pre-agreed price. From the 
issuer’s perspective, convertible bonds offer the prospect of obtaining 
debt fi nance at a lower interest rate than would be possible without 
the equity option, as well as the prospect of the debt not having to 
be repaid, but instead being converted into the issuer’s shares at a 
premium to the market value of the shares at the time of issuance of 
the bonds. From an investor’s perspective, a convertible bond typically 
has a low yield but offers the investor the prospect of participating in 
any signifi cant increase in the issuer’s share price with the protection 
that, if the share price does  not perform as anticipated, the investor’s 
principal is protected by the ability to redeem the bonds instead of 
converting. 

PCFC Sukuk: the fi rst convertible Sukuk 
PCFC’s US$3.5 billion Sukuk issued in January 2006 heralded the 
advent of convertible Sukuk. This fi rst ever convertible Sukuk used 
a Musharakah structure. A Musharakah is a Shariah compliant form 
of partnership, whereby the partners agree to share profi t in pre-
agreed ratios, while the loss is borne by each partner in proportion 
to its respective capital contribution. The PCFC Sukuk is an excellent 
example of a 21st century innovation on Musharakah, a structure that 
has been in use for hundreds of years. 

In the PCFC Musharakah, the two partners were PCFC, which 
contributed US$1.5 billion in kind, and PCFC Development FZCO, a 
special purpose company (the “issuer”), which contributed the US$3.5 
billion raised through the issuance of Sukuk. The issuer established an 
English law trust over its right to share the profi ts in the Musharakah 
and sold certifi cates representing benefi cial interest in such trust, or 
the “Sukuk,” to investors. 

The PCFC Sukuk are convertible into up to 30% of the equity shares of 
various PCFC entities if and when these entities have future “qualifying 
public offerings” (QPOs) in the two-year period following the issue 
of the Sukuk. If there is no QPO in this two-year period, the Sukuk-
holders have an option to be compensated by a higher return in cash 
at maturity, and they could also exercise a “look-back option,” whereby 
they will have the opportunity to participate in a QPO offering up to 12 
months after the Sukuk’s maturity. The Sukuk are listed on the Dubai 
International Financial Exchange (DIFX). 

The trend continues with Nakheel and Aldar 
A signifi cant number of convertible Sukuk have been brought to the 
market since PCFC’s Sukuk. However, none has been as large as the 
recently issued US$3.52 billion Sukuk by Nakheel, which is the largest 
Sukuk issuance to date, and is one of the 10 largest convertible capital 
market issues globally. The Nakheel Sukuk was structured by the use 
of Ijarah (Shariah compliant lease) and is listed on the DIFX. 

It is interesting to note that the PCFC and Nakheel Sukuk were  
both structured as “pre-IPO” convertibles, i.e. they were convertible 
into stock upon future QPOs of the issuer or certain of its affi liates. 
Both Sukuk particularly targeted Islamic investors interested in the 
booming IPO market in the GCC, where demand for new share issues 
far exceeds supply, and both were hugely over-subscribed. 

In contrast to the pre-IPO convertible Sukuk issuances by PCFC and 
Nakheel, Aldar – incorporated in the UAE – already had its shares 
trading on the Abu Dhabi Securities Market and so faced an additional 
set of issues in bringing its convertible Sukuk to the market. First, 
existing shareholders had a statutory right of pre-emption on any 
share issue, which right had to be waived in an Extraordinary General 
Meeting (EGM); secondly, any EGM waiver was only valid under UAE law 
for a maximum of four years, presenting issues if the Sukuk were to 
have a maturity longer than four years; thirdly, the concept of “Treasury 
shares” does not exist for UAE companies, necessitating complicated 
mechanics during conversion; fourthly, each issue of shares upon 
any conversion must be authorized by a resolution from the Federal 
Ministry of the Economy in the UAE; and fi fthly, there are restrictions 
on the percentage of foreign ownership for two certain UAE companies. 
Notwithstanding these complications, in March 2007 Aldar succeeded 
in issuing US$2.53 billion of convertible Sukuk, using a Mudarabah 

The Latest Innovation: Convertible Sukuk 
By Neeta Thakur
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The Latest Innovation: Convertible Sukuk (continued...)

(profi t-sharing arrangement) structure, in what amounts to a Shariah 
compliant replica of a convertible bond. 

Increase in global participation 
Another trend worthy of mention is the increasing participation of 
European investors in the convertible Sukuk market. Estimates suggest 
that about 30% of the investors in PCFC’s Sukuk were European. This 
percentage increased to about 40% for Nakheel’s Sukuk and it was 
over 70% in the case of Aldar’s Sukuk. Among the reasons for such 
high European interest in the Aldar Sukuk was that it almost fully 
replicated a conventional convertible bond and, therefore, was more 
attractive to European investors. 

The Far East: catching–up 
Convertible Sukuk are not unique to the Middle East; the Malaysian 
market saw its fi rst convertible Sukuk issuance in September 2006. 
Khazanah Nasional, the investment holding arm of the Government 
of Malaysia, issued US$750 million of “exchangeable” Sukuk, which 
could be converted into ordinary shares of Telekom Malaysia, currently 
held by Khazanah. The Sukuk are listed on the Labuan International 
Financial Exchange and the Stock Exchange of Hong Kong. 

Source: Bloomberg, January 2007

Conclusion 
The market for convertible Sukuk is still in its infancy but is rapidly 
expanding. According to Bloomberg, global Sukuk issuances increased 
120% from 2005 to 2006 and approximately 43% of the Sukuk issued 
in 2006 were convertible Sukuk. High demand for these issuances 
demonstrates that investors continue to have a strong appetite for 
Sukuk and an even stronger appetite for convertible Sukuk. With 
growing investor appetite and increasing fi nancial sophistication, the 
future of convertible Sukuk looks promising indeed. 
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The Sukuk market has been characterized by rapid growth and 
innovation, with the majority of current structures being “asset-
based.” It is important to note that from a credit risk and rating 
perspective these investments have a lot in common with 
conventional unsecured lending. The 19th June 2007, however, saw 
the fi rst residential Ijarah-backed Sukuk which – by passing on the 
asset risk and returns – is closer to the Shariah ideal and is rated by 
Moody’s as a securitization.

Credit risk analysis of Sukuk structures
Sukuk are notes or certifi cates that represent ownership of a pool 
of underlying assets, hence Sukuk-holders should be entitled to the 
ongoing cashfl ows and proceeds of sales from those assets. A key 
issue to note is that Sukuk are not a completely new asset class 
requiring a new science to analyze, but rather that such securities 
employ existing fi nancial engineering techniques to create asset-
“based” or securitization structures that are also Shariah compliant. 
However, while it may initially appear that many Sukuk have assets 
at their core, a detailed analysis of the commercial terms and legal 
structure shows that, for some, Sukuk performance is not governed by 
these assets – indeed, the credit risk is that of the borrower. 

It should be emphasized that while most Sukuk in the market will have 
assets in the structure, one should only consider them to be asset-
backed or asset-secured if the key securitization elements are in 
place to ensure that Sukuk-holders have benefi cial title and realizable 
security over the assets. If this is not the case, then (as is explained 
further below) Moody’s rating is governed more by the borrower risk 
and Moody’s conventional corporate fi nance analysis applies.

From Moody’s perspective, our risk analysis of all the varying Sukuk 
structures falls into two categories: 

• asset-backed Sukuk, for which the ratings are primarily 
dependent on a risk analysis of the assets; and

• unsecured (repurchase) Sukuk, for which ratings are primarily 
dependent on the riskiness of the borrower.

Asset-backed/securitization Sukuk
Market participants involved in securitization will be familiar with the 
issues that exist in creating non-recourse bond or Sukuk whose credit 

risk performance is determined solely by the underlying assets. The 
assets securitized back the fi nancing raised, so, even if the original 
borrower becomes insolvent, the Sukuk does not default. While there 
are many reasons for borrowers to pursue a strategy of asset-backed 
fi nancing, one key driver is that the rating of such instruments can be 
signifi cantly higher than the unsecured rating of the borrower, thus 
allowing them to raise (secured) fi nancing at a lower cost. Despite the 
benefi ts, such structures are legally complex to execute and require 
an investment of time and resources, but we have just seen the 
fi rst international, residential, “asset-backed” Sukuk issues launch 
in the UAE, and this will likely set a new trend for the Islamic capital 
markets.

Unsecured/repurchase Sukuk
The majority of Sukuk currently are not asset-backed and we note that 
the term “asset-based” is being used for these fi nancings. Despite 
such a convention, the asset performance does not generally affect 
the Sukuk performance, as the borrower undertakes to repurchase 
the assets (irrespective of value) at maturity. 

Sukuk principal repayments can be bullet or amortizing, but the critical 
difference is in how such repayments are effected. Most common 
thus far has been a “purchase undertaking” from the borrower (or an 
affi liate/subsidiary) to repurchase the asset(s) at maturity, or upon 
early termination, for an amount equal to the principal repayment(s) 
due. The presence of such an undertaking critically alters the credit 
risk dynamics of the Sukuk structure. Where present, investors have 
credit exposure to the corporate or sovereign borrower who has the 
future obligation to buy back the assets, and hence an analysis of these 
assets becomes irrelevant. This differs signifi cantly with asset-backed 
Sukuk, where the rating assigned is not linked to the borrower.

Example Sukuk structures 
All the Islamic structures outlined below can come in secured (asset-
backed) or unsecured (asset-based) variations.

Ijarah (sale and leaseback) and residential Ijarah-backed Sukuk
Currently, the majority of Sukuk seen to date have been of a simple 
“leasing” or Ijarah nature. In such structures, the borrower (or 
“originator” in a securitization Sukuk) seeking fi nancing “sells” the 
asset to the Sukuk special purpose vehicle (SPV) for a value equal to 

the fi nancing provided, 
and then leases it back. 
The lease payments 
provide the fi xed income 
stream and may be 
benchmarked to an 
index; this sometimes 
causes debate as to 
whether it is being used to 
merely quantify a return 
(seemingly acceptable), 
versus implicitly driving 
the return (riba). The 
asset itself can be a 

Sukuk, Securitization and Credit Ratings
By Khalid Howladar
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The purchase undertaking links the Sukuk performance to the borrower and would not likely be present in a “true sale” or 
“securitization” Sukuk
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plot of land, a building – anything tangible and leaseable. If the Sukuk 
is a “true sale” securitization, then there will be a correspondence of 
the income streams with the actual rental and market value of the 
asset(s). If not, then it is an unsecured exposure and the asset only 
exists in the structure to facilitate its Shariah compliance. The Nakheel 
Sukuk was an Ijarah that involved coastal land allocated for a real 
estate project.

The landmark Tamweel Residential Sukuk takes a pool of Ijarah lease 
properties – not just one – and sells these and the associated leases 
to investors. The assets are sold to the Sukuk and critically there is no 
future undertaking for Tamweel to buy them back, hence investors are 
bearing the risk and return from those (Ijarah) assets. 

Musharakah (equity joint venture) Sukuk
The Musharakah structure aims at replicating asset ownership by 
setting up a joint venture (Musharakah) jointly owned by the issuer 
(usually incorporated as an SPV) and the borrower/sponsor. The 
issuer and borrower’s shareholdings in the Musharakah represent 
their respective capital contributions based on a parity agreed at the 
outset, usually comprising capital from the issuer (i.e. the investor’s 
Sukuk proceeds) and specifi c assets and management skills from the 
borrower.

The Musharakah is run under a management agreement by the 
borrower, which operates the assets and invests the funds held in 
the JV in accordance with a pre-defi ned business plan. Under this 
structure, Sukuk-holders are entitled to the issuer’s rights in the JV – in 
other words, they have rights to receiving payments from the issuer’s 
equity ownership in the Musharakah, as opposed to having rights to 
indebtedness on borrowed monies, as is the case for conventional 
corporate bonds. 

The nominal amount initially raised may be redeemed either through 
a number of installments over time under a pre-determined schedule, 
or at maturity. In each case, it is by application of the purchase 
undertaking agreement, which stipulates that the borrower is required 
to buy out a portion (or the totality at maturity), of the issuer’s shares 

in the Musharakah, at a price equal to the value of the Sukuk to be 
redeemed. As Shariah prohibits the payment of interest, Sukuk-holders 
may receive income based on a share of profi t generated. An expected 
“profi t rate” is usually specifi ed that allows the level of return to be 
compared to bond yield obtained on conventional instruments.

Again, where there is a purchase undertaking, the ability of the issuer 
to repay Sukuk-holders is fully reliant upon the existence of this 
agreement. As a result, Moody’s analytical approach for Musharakah 
transactions is likely to be a two-step approach, focusing on: (i) the 
characteristics of the purchase undertaking agreement; and (ii) the 
credit quality of the borrower.

The landmark PCFC (DP World) transaction is one example of this 
type of structure and (like Nakheel) incorporates additional key 
“convertible” elements such as partial redemption in equity if an IPO 
occurs before the Sukuk maturity. 

Mudarabah (investment partnership) Sukuk
This is the latest generation of structures, which is similar to Musharakah  
except that one party (the investors) provides all the capital and the 
other party (borrower) provides a “management” service. Whereas in 
the prior structure the issuer could have input into the JV management, 

here investors have no such choice. 
This type of structure is closer in 
concept to a conventional bond, 
except that funding is provided for a 
specifi c purpose/venture. The next 
few months should see some large 
Mudarabah Sukuk hit the market.

This article hopes to illustrate the 
key credit risk and rating drivers, 
and that the performance of such 
securities is still driven by cashfl ows 
and risk, regardless of whether they 
are structured “Islamically” from 
assets or a corporate obligor. As 
we can see, despite the assets in 
the structure, the Sukuk may yet 
have credit dependency or linkage 
to the entity raising fi nance. In a 
non-“true sale” Musharakah or 
Ijarah, Moody’s needs to conduct 
a credit risk assessment on the 

entity required to redeem (via the purchase undertaking) the Sukuk. 
This will in turn drive the credit quality of the Sukuk and its rating. 
However, securitization or asset-backed Sukuk ratings are dependent 
on the asset quality and, as such, Tamweel is the fi rst such structure. 
Securitizations are closer to the Shariah ideals and hence likely to 
become a more popular Islamic fi nancing method in the future. 
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The purchase undertaking links the Sukuk performance to the borrower/originator
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Introduction
In July 2006, the East Cameron Gas Sukuk was brought to the 
market and raised US$165.67 million in fi nancing for the originator, 
East Cameron Partners (ECP). ECP is an independent oil and gas 
exploration and production company based in Houston, Texas. The 
deal was jointly arranged and structured by Bemo Securitisation 
(BSEC) and Merrill Lynch. This was the fi rst oil and gas Shariah 
compliant securitization out of the US and the fi rst Sukuk to be rated 
by Standard & Poor’s (S&P). The innovative structure won the deal 
a number of distinctive industry awards, including the Structured 
Finance Deal of the Year and USA Deal of the Year from Islamic 
Finance news. The general legal considerations of this deal have been 
discussed in detail in the Islamic Finance news Deals of the Year 2006 
Handbook, page 32.

The originator (ECP) holds leasehold interests in a gas and condensate 
producing fi eld in the federal waters of the US, 20 miles offshore the 
state of Louisiana, referred to as EC 72 and EC 71 (the properties). 
The leases in which the originator holds its interests are federal oil 
and gas leases administered by the Minerals Management Service 
(MMS) of the US Department of the Interior. As of January 2006, the 
properties were estimated to contain 61.7 billion cubic feet of proved 
gas reserves and 1.06 million barrels of proved crude and condensate 
reserves attributable to the originator’s interest in the properties. 
Approximately 62% of the proved reserves are classifi ed as proved 
developed, with the balance being classifi ed as proved undeveloped. 
The production facilities on the properties currently consist of two 
platforms and two caissons containing seven producing wells.

Two-tier Sukuk structure
BSEC and Merrill Lynch designed a two-tier structure whereby an 
issuer special purpose vehicle (SPV) located in the Cayman Islands 
issued US$165.67 million of Sukuk. The issuer SPV then advanced the 
proceeds from the sale of the Sukuk to the purchaser SPV (established 
under the laws of Delaware) pursuant to the funding agreement to 
fund: 

(i) the purchase of the purchased overriding royalty interest (ORRI) 
from the originator for US$113.84 million;

(ii) the funding of the development plan for US$38.28 million;
(iii) the reserve account with an initial balance of US$9.5 million; 

and 
(iv) the purchase of natural gas put options for US$4.05 million 

pursuant to the hedge agreement with the hedge counterpart. 

The originator made a capital contribution of the contributed ORRI to 
the purchaser SPV. The purchaser SPV holds a non-operating, non-
expense bearing, overriding royalty interest in the properties that 
will entitle the purchaser SPV to receive 89.68% of the originator’s 
net revenue interest in all hydrocarbons produced and saved from 
the properties until an aggregate quantity of approximately 63 
million MMBtu equivalent of hydrocarbons has been delivered to the 
purchaser SPV. 

Gas and condensates off-takes
There are currently two off-takers: Cedar Gas Company purchases all 
gas produced from the properties and Shell Trading (US) Company 
purchases all the condensates. 

Merrill Lynch Commodities has agreed to act as back-up off-taker, 
purchasing all gas from the properties in the event that the Cedar Gas 
Company off-take agreement expires or is terminated. The off-takers 
will pay hydrocarbon sales proceeds into an allocation account held by 
the originator, which amounts will be allocated to pay approximately 
20% to the federal government and private royalty holders. The larger 
80% chunk of net revenue is allocated as follows: 90% – representing 
proceeds from the sale of ORRI volumes – is deposited into a collection 
account in the name of the purchaser SPV; and the remaining 10% 
goes to the originator.

The purchaser SPV applies the amounts in the collection account 
above according to payment priorities: (1) for expenses; (2) for Sukuk 
return and amounts to redeem the Sukuk; (3) for amounts owing, 
if applicable, to the hedge counter-party; and (4) to the extent of 
any excess, equally toward distributions to the originator and early 
redemption of the Sukuk.

Sukuk redemption
Following the grace period – 12 months from the closing date or upon 
a delivery of certain volumes – the Sukuk will be redeemed over time 
in amounts that will vary according to a formula directly proportionate 
to the periodic production of hydrocarbons from the properties. Further 
to this, after all other payments in the relevant payment schedule are 
made, 50% of the excess cash will be transferred to the issuer SPV to 
further redeem the Sukuk, with the remaining 50% distributed to the 
originator. At maturity, the issuer SPV will be required to redeem in full 
all outstanding Sukuk. 

The purchaser SPV will be entitled to defer payment towards the 
redemption of the funding should it have insuffi cient funds to make such 
payments. In the event of such a shortfall, the issuer SPV is entitled to 
defer payment towards the redemption of the Sukuk. In addition to its 
obligation to repay the principal amount of the Sukuk, the issuer SPV 
will be obligated to pay an aggregate of US$90.83 million of Sukuk 
return to the certifi cate-holders, and the purchaser SPV will have a 
corresponding payment obligation to the issuer SPV. The purchaser 
SPV’s obligations to pay amounts owing under the funding agreement 
will expire upon delivery of all hydrocarbon volumes attributable to 
the ORRIs. This is with the exception of the funds remaining in the 
collection account and the reserve account.

Conoco and its partners fi rst discovered hydrocarbons on the properties 
in 1954. From the commencement of production in 1958 through to 
the end of 2005, the fi eld had produced 269 Bcf of gas and 2.5 million 
barrels of condensate. Since taking over operations in mid-2003, the 

East Cameron Gas Sukuk – A Lead Arranger’s Perspective
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originator’s drilling of fi ve wells have all been successful. Four of its six 
re-completions were successful. As of the 1st March 2006, there were 
seven wells producing in paying quantities on the properties. 

Field development 
The originator has designed the development plan for the properties 
based on the following three criteria: 

(i) complete development of the reserve base; 
(ii) utilization of the existing well bores and facilities to their 

maximum extent; and
(iii) utilization of available capital as effectively and effi ciently as 

possible. 

The operations proposed to develop the properties in accordance with 
the above criteria can be divided into the following four categories: 

(i) projects initiated upon the closing date involve existing wells 
and facilities; 

(ii) projects involving workovers of existing wells will be undertaken 
when the current production in those wells declines to non-
economic levels; 

(iii) a drilling program will be initiated for new wells and sidetracking 
programs for certain existing wells, to maximize the realization 
of the undeveloped reserves of the properties; and

(iv) there would later be workovers to access reserves in wells 
drilled prior to 2006 and in wells drilled in connection with the 
program described in clause (iii) above.

In compliance with Islamic principles
A number of features enabled this transaction to be passed as Shariah 
compliant. Oil and gas hydrocarbons, which were used as the underlying 
asset class, are lawful and Shariah compliant. The transaction involved 
is based on the acquisition of a physical asset: the purchaser SPV 
purchases – on a true sale basis – a physical asset, which is opined 
as being a real property and registered in an offi cial public registry 

with the MMS. The Sukuk qualifi ed as Sukuk Musharakah as defi ned 
by industry standards established by the Accounting and Auditing 
Organization of Islamic Financial Institutions (AAOIFI): paragraph 3/6, 
under the heading Musharakah Certifi cates; and where the venturing 
parties are ECP and the issuer SPV. The funding agreement linking the 
issuer SPV to the purchaser SPV is a Shariah compliant instrument. 
Its aims are: (i) materializing the contribution of the issuer SPV (as 
a Musharek); and (ii) conveying to the issuer SPV a certain risk and 
reward profi le, which is passed on to the Sukuk-holders.

The hedge is essentially an obligation or, in Shariah terms, iltizam, 
which is lawful because of its true commercial value (it should not be 
viewed as a mere speculation). In the customary practice of modern 
fi nance, such a sale is commonplace and there are well-established 
mechanisms for its pricing. It is clear that such a sale has commercial 
value and therefore maybe considered as lawful under Shariah law. 
Moreover, a fatwa has been obtained from prominent Shariah scholars 
for this purpose.

The Sukuk industry has experienced huge growth over the last fi ve 
years.  There are now more than US$800 billion of reserves that need 
to be invested in accordance with Shariah principles, and the Sukuk 
market has been reaping the benefi t of this liquidity. This popular 
mode of fi nance has crossed and reached beyond the boundaries of 
Islamic jurisdictions, as seen by the East Cameron Gas Field deal. 
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In the course of their reach to enter the sizable and lucrative market of 
the Kingdom of Saudi Arabia (KSA), issuers and arrangers of Islamic 
structured fi nance are often faced with unexpected complexities 
and/or procedures that either deter them from proceeding with the 
transaction or compel them to incur substantially higher costs. 

When structuring an Islamic transaction in KSA, the local regulatory 
framework, foreign ownership, tax and the enforcement of judgments 
and awards all ought to be carefully considered. 

By and large, Shariah compliant structured fi nance transactions are 
built around special purpose vehicles (SPV) which are used as legal 
conduits to restructure conventional interest-bearing debt to replace 
interest payments with price mark-up (Murabahah), rent (Ijarah) or 
profi t (Musharakah or Mudarabah). The introduction of SPVs and the 
legal agreements that are normally set around it will result in hurdles, 
ineffi ciencies and additional costs that are normally passed on to the 
subscriber or to the originator. These incoherent ineffi ciencies and 
costs are justifi ed as the price of going Islamic, and this may have a 
certain bearing on the rise and development of Islamic fi nance in the 
Islamic world in general, and in non-Muslim societies in specifi c. 

In Saudi Arabia, the above-mentioned issues are magnifi ed due to 
the hybrid and complex legal and tax regimes currently in force in the 
country. 

When foreign SPVs are utilized, such vehicles must seek a license 
for foreign investment from the Saudi Arabian General Investment 
Authority. Such license is normally granted according to a relatively 
effi cient process; however, it is subject to a negative list of activities 
that are not available to foreign investors (e.g. oil and gas, media, land 
transportation). Some activities are subject to certain conditions, one 
of which is investment in real estate. Due to the importance of real 
estate in the context of Islamic fi nance and to the abundance of its use 
in Islamic transactions, it is important to note that as per the current 
regulations on ownership and investment in real estate by non-Saudis, 
foreign ownership and investment is permitted subject to obtaining 
a license provided that, if the purchase of buildings or land is for the 
construction of buildings for investment purposes, whether through 
sale or lease, the total cost of the project, both land and construction, 
shall not be less than SR30 million (US$8 million) and the investment 
in the development must occur within fi ve years of the purchase of the 
real estate. 

In addition to the foreign investment license, foreign SPVs will attract 
income tax at the rate of 20% and withholding tax on distributions at 
the rate of 5% when the SPV has a permanent establishment in Saudi 
Arabia (or is deemed to have a permanent establishment under the 
tax law) or when it invests in Saudi legal entities. 

Musharakah and Mudarabah arrangements between a foreign SPV 
and a Saudi entity would typically attract income and distribution taxes 
at the rate previously mentioned, while Ijarah and Murabahah would 
attract withholding tax at the rate of 5%. Obviously, the tax exposure 
is high compared to the rates applicable in the neighboring countries 
and the GCC in general. 

Shariah courts, the Board of Grievances and certain special committees 
(the Committee for Settlement of Banking Disputes being the most 
relevant in this context) are the three main forums in KSA for dispute 
resolution. Local arbitration is recognized, however is not effi cient in 
practice (arbitrators must apply Shariah rules, arbitrators must be 
Saudis or Muslims and arbitration must be conducted in Arabic), while 
foreign arbitration is in theory recognized (KSA is a signatory to the 
New York Convention on Recognition of Foreign Arbitral Awards), but 
with very few precedents. 

In general, disputes arising out of structured fi nance transactions 
that involve banks will fall under the jurisdiction of the Committee for 
Settlement of Banking Disputes (a committee formed by the Saudi 
Arabian Monetary Agency). The committee’s procedures are relatively 
effi cient and provide a stable and predictable platform, however its 
jurisdiction and scope remains limited. Otherwise, such transactions 
will fall under the jurisdiction of the Board of Grievances if the dispute 
is qualifi ed as a commercial dispute, or under the jurisdiction of the 
Shariah courts if the dispute is qualifi ed as a civil dispute. 

Shariah courts and the Board of Grievances are to a certain extent 
unpredictable and carry the risk of enforcement of the relevant 
agreements or the re-qualifi cation of the transaction as a whole. 
Hence, the enforcement of the structure is looked upon as a risk factor 
in the context of structured fi nance. 

In a nutshell, Saudi Arabia constitutes the biggest and richest GCC 
country, with high liquidity and a society that thrives on Islamic 
fi nance. However, its legal and regulatory framework is challenging and 
complicated, to the extent that structuring Islamic products is diffi cult 
but at the same time extremely rewarding when well structured and 
carefully considered. 

Islamic Structured Finance
By Ziad Dannaoui 
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Introduction
Islamic banking and fi nance (IBF) is currently enjoying the attention 
and focus of fi nancial institutions and money managers globally. The 
unprecedented bull run in the Middle East equity markets in 2004 and 
2005 and the record oil prices the following year resulted in a wave 
of fresh liquidity in the Arab nations. Global fi nancial institutions and 
money managers, including the alternative investment industry, are 
all positioning themselves to attract what are commonly referred to 
as “petro-dollars.” The new petro-dollars are looking to invest in other 
markets apart from their traditional investment destinations in Europe 
and the US. The intense scrutiny of fund movements, declining returns 
on investments in traditional equity and fi xed income products, geo-
political factors and also the desire to participate in the Asian growth 
story are some of the commonly cited reasons for this new interest. 

The two new giant economies in Asia, namely India and China, are 
fueling the Asian growth story, which has now attracted the attention 
of Gulf money. Complemented by the generally improving market 
conditions, stable interest rate environment and the potentially higher 
and more attractive yield on their investments, Asia now is a serious 
contender to attract new liquidity from the Gulf nations.

This article explores the various opportunities these two scenarios 
present and how Singapore – as one of the latest entrants into the 
Islamic banking and fi nance spectrum – can capitalize on these 
factors to become a signifi cant player to partner the rest of Asia to 
attract some of this excess liquidity. 

Opportunities
First the opportunities. Singapore boasts many factors that make it 
stand out from other Asian countries and these factors augur well for 
its endeavor to become a conduit for petro-dollars. These factors are:

• a strong and able political environment;
• fi nancial status of international repute;
• highly skilled human capital;
• an excellent business and communication infrastructure;
• major global fi nancial institutions are already present;
• an internationally accepted and respected legal framework;
• familiarity with Islam as a religion and its practices;
• respected member of the Asian group of countries; and
• an investor-friendly regulatory and tax environment. 

The aforementioned facilities have already seen many global fi nancial 
institutions relocating their global wealth management activities to 
Singapore. Singapore is also attracting a vast number of hedge fund 
set-ups, which consist not only of new set-ups, but also the bigger 
international names. The timing of Islamic fi nance could not be more 
conducive for what the current environment in Singapore presents.

Challenges
However, there are some challenges that, if tackled and resolved soon, 
will accelerate the development and progress of Islamic fi nance in the 
city state. They are:

• the conventional banking fraternity is not fully aware of the 
vast opportunities that Islamic fi nance presents;

• the absence of a centralized entity to approach in order to 
clarify any doubts and queries;

• the absence of structured course/s and training centers 
providing basic Islamic fi nance foundation courses, which 
should also be palatable for non-Muslim conventional fi nancial 
professionals; and

• the absence of training facilities or expertise to help service 
providers to effectively “sell” Islamic fi nancial products.

The pros of Islamic fi nance enumerated above are self-explanatory, 
therefore we will only elaborate on the challenges. The lack of a uniform 
and universally accepted code for Islamic banking and fi nancial law or 
Shariah principles has led to some Islamic products not being accepted 
in every jurisdiction. Islamic fi nance does not have a professional 
body that can give out standard universally accepted principles and 
practices such as ACCA, GARP, ISDA or CFA. Therefore one may fi nd 
a Shariah product that is saleable in one country but not accepted 
in another. This may prove to be a problem for a new conventional 
banking institution that may not be aware of such differences.

The formation of the International Islamic Financial and Services 
Board (IFSB) and the Accounting and Auditing Organization for Islamic 
Financial Institutions (AAOIFI) are moves in the right direction, but we 
are still far from achieving the ultimate goal of the uniform practice 
and structuring of Shariah compliant products and services. However, 
rather than waiting for such utopian circumstances, Singapore can 
undertake to do the following to speed the development of IBF in the 
country.

Association of help
First would be the formation of an association or consortium of Islamic 
fi nance service providers, with the support of fi nancial regulators, 
whose objectives would be to dispense basic information about IBF 
and help novice conventional fi nancial institutions to take their fi rst 
steps into IBF. Currently, in our experience, there is immense interest 
among conventional bankers, but they have nowhere to go to get 
answers for even such basic queries like: “What is a Shariah panel 
and who can be considered an Islamic fi nancial scholar?” and: “What 

Islamic Finance in Singapore – Opportunities and Challenges
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are the pros and cons of issuing an Islamic product as opposed to a 
conventional one?” These are important questions to consider prior to 
deciding to engage in Islamic fi nance.

The partners of such a consortium would also benefi t from potential 
eventual collaboration and the consequential business opportunities 
that this entity may provide. Islamic institutions could provide their 
IBF know-how to conventional bankers and vice-versa. Products 
and services emanating from such collaborations will only result in 
an increase in number of Shariah compliant products developed in 
Singapore, coupled with, eventually, increased depth and sophistication 
of the same.

Training
Another factor hindering the potential growth of IBF in Singapore is 
the absence of a credible center or institute that provides IBF courses. 
Currently, anyone wanting a quick lesson in Islamic fi nance relies on 
conferences and short courses. Islamic fi nance is also a very common 
theme among conference organizers, so much so that attendees 
sometimes end up sitting through the same presentation experienced 
in previous events. Such conferences do present excellent networking 
opportunities, however they fail to give the attendees what they are 
looking for – how to profi t from IBF. It is not uncommon to hear market 
attendees lamenting the over-emphasis on the religious aspect of IBF, 
rather than amplifying its economic benefi ts. Many short courses also 
require attendees to have some basic Islamic fi nance knowledge.

Human capital
Another important factor required to enhance the development of the 
Islamic fi nance infrastructure is the hiring and continued training of 
human capital who can in turn then effectively sell these products. 

To have a successful and profi table Shariah compliant product but 
fail to have a competent salesperson to effectively sell the product 
would dampen the progress of IBF. Therefore, having qualifi ed human 
resources who can elaborate on the value proposition of the Shariah 
product is crucial to the success of IBF in Singapore. 

Conclusion
In conclusion, Singapore is in an excellent position to benefi t from 
the rising interest in IBF. The country can leverage on the various plus 
factors that it has steadily built over the years. While the world focuses 
on mature industries and markets, Singapore can play a partner role in 
introducing Middle Eastern money to the emerging economies in Asia 
like Vietnam, Indonesia, China and Thailand. Playing a gateway role 
to these economies could potentially provide the investment returns 
that Arab money has enjoyed over the past few years. Singapore could 
also leverage from Malaysia’s arduous journey in IBF. Malaysia’s 
experiences and expertise in this fi eld will also work well for Asia as 
a region. 

Singapore can be the kitchen where sophisticated Shariah compliant 
products are developed for fund deployment into the non-traditional 
but potentially profi table markets of Vietnam, China and Thailand, 
amongst others. If deliberated and executed well, this will add another 
feather to the cap of Singapore, which has already attained the status 
of being an established fi nancial center in South-East Asia. 

The author is the founder and chief executive 
offi cer of Five Pillars Associates in Singapore. 
He can be contacted by email at: rmaiden@
fi vepillarsassc.com.
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Singapore has established a strong reputation as an international 
fi nancial center which offers a full suite of fi nancial services. As 
Islamic fi nance is becoming an increasingly integral component of 
the international fi nancial system, Singapore wants to ensure that 
Islamic fi nancial players are not inhibited from introducing Islamic 
fi nance product offerings in Singapore. Singapore’s approach is to 
offer Islamic fi nance products and services as part of the broad range 
of fi nancial service offerings an international fi nancial center would 
provide. 

Singapore’s well-publicised desire to become an Islamic fi nance hub 
in Asia is making some progress. Various quarters – from regulatory 
authorities, investors and academics to the general public – are keen 
that this should happen. Evidence of the progress can already be seen 
– some banks from the Middle East have now established offi ces in 
the city state, regulations are being put in place to facilitate a level 
playing fi eld for industry players, preparations to equip the industry 
with trained manpower from colleges for students up to practical 
experience for professionals in the fi eld of Islamic banking and fi nance 
in order to inculcate a keen interest in research among these groups, 
as well as to set up a knowledge database in this vibrant industry – all 
these are moves that have recently been made in the city state.

Islamic Finance news takes a look at what is going on in various areas 
of the industry to fi nd out what’s brewing on the island in the realm of 
Islamic banking and capital markets.

First we caught up with Vince Cook, the chief executive offi cer of the 
Islamic Bank of Asia (IB Asia). Having already received offi cial approval 
from the Monetary Authority of Singapore (MAS) for a full banking 
license, the Shariah compliant IB Asia was launched on the 7th May 
this year. IB Asia’s founding shareholders include majority stakeholder 
DBS and 22 Middle Eastern investors from prominent families and 
industrial groups from GCC countries.

The launch followed DBS’s stepped-up participation in the Middle 
Eastern markets. In the last two years, DBS has placed a signifi cant 
portion of large, landmark equity IPOs and securitizations in the 
Middle East. Last April, DBS was among the fi rst few Asia-based banks 
to receive a banking license from the Dubai International Financial 
Centre. 

Vince opined: “Islamic banking is growing at a much faster rate than 
conventional banking in the Gulf Cooperation Council (GCC). Total 
assets of GCC Islamic banks for instance grew at an annual rate of 
18% between 2001 to 2005. This compared to the 11% growth rate 
enjoyed by the GCC’s conventional banks during the same time period. 
In 2005, 82% of the world’s total Islamic banking assets – US$84 
billion – were held by these GCC Islamic banks. 

Asian companies, together with the rest of the world, are starting to sit 
up and take notice of the Middle East: total foreign direct investment in 
the GCC countries totalled US$20 billion in 2005, up an explosive 60% 
from the previous year. Likewise, Middle Eastern investors, seeking new 
growth areas other than Europe and the US, are impressed by Asia’s 
success story and are more than happy to put money into the region.

Against this backdrop, IB Asia is poised to meet the needs of these 
two groups of investors. Indeed, we intend to be an innovative Islamic 
bank with positions across the Middle East and Asia, focusing on 
commercial banking, corporate fi nance, capital markets and private 
banking services.” 

Vince continued, displaying his confi dence in the new Shariah compliant 
bank: “We have unique advantages that will help us achieve that goal. 
IB Asia’s unique shareholding structure for instance ensures that we 
are able to tap into DBS’s product creation and distribution capabilities 
in Asia, as well as our Middle Eastern investors’ vast network of GCC 

contacts. Having a highly 
regarded Shariah board 
and headquarters in a well-
regulated fi nancial hub will 
also bring IB Asia far in the 
world of Islamic fi nance.” 

From a new Islamic bank to 
a potential training ground 
for future staff at such 
banks, we also spoke to 
V. Maheantharan, the direc-
tor of the School of Business 
at Singapore Polytechnic. 
The Polytechnic, which 
prides itself on its strength in 
teaching banking and fi nance, 
has recently launched a 
Training and Research 
Center for Islamic Finance, 
in collaboration with Glohex 
Groups.

The director shared with us his view that: “As Singapore looks ahead 
to become an important center for Islamic banking and fi nance in 
this region, it is crucial for professionals and those who plan to be 
involved in this industry in Singapore to be equipped with the requisite 
knowledge and expertise.”
 
“One of the primary objectives of the Training and Research Centre 
for Islamic Finance,” V. Maheantharan revealed, “is to run training 
programs to equip professionals in Singapore with knowledge and 
expertise in Islamic banking and fi nance. Given the impressive growth 
in Islamic fi nance it is anticipated that the training arm of the center 
will do well.” 

“Such training programs will be in the form of seminars or training 
courses customized to meet the specifi c training needs of the industry. 
In addition, the School of Business at Singapore Polytechnic plans to 
introduce in the next academic year, general elective modules in Islamic 
fi nance for its students in the Banking and Financial Services course. 
This will equip these students with knowledge in Islamic fi nance when 
they join the banking and fi nance industry after graduation and also 
provide trained manpower for the industry.”

Islamic Finance in Singapore

Vince Cook, CEO, Islamic Bank of Asia

continued...
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Development and research are vital to the rapidly evolving Islamic 
fi nance industry, and knowledge of these requirements leads to the 
other objective of the Training and Research Centre for Islamic Finance: 
“to conduct research and development activities in Islamic fi nance, 
focussing mainly on the structuring of Islamic fi nance instruments. The 
Centre will work towards coming up with innovative Islamic fi nancial 
instruments that are permissible under Shariah law and are attractive 
and competitive vis-à-vis conventional fi nancing. This availability of a 
spectrum of Islamic fi nancial instruments which businesses can use 
is a critical success factor for the growth of the Islamic banking and 
fi nance industry in Singapore.”

In conclusion, the director said: “The center also aims to help the 
fi nancial industry by being a knowledge center for Islamic fi nance. 
A knowledge database will be created by compiling the opinions 
from various schools of thoughts on Islamic fi nance issues. This 
database aims to provide valuable information for Islamic fi nance 
practitioners.”

Finally we turn to what some would say is the most important body 
infl uencing the Islamic fi nance arena in any country – the regulator. 
Teo Swee Lian is deputy managing director of the Monetary Authority 
of Singapore. She assured Islamic Finance news that MAS is working 
in concert with the industry to constantly review its tax and regulatory 
framework to ensure a level playing fi eld between Islamic and 
conventional fi nancing. 

“As an international fi nancial center, Islamic fi nance products and 
services that Singapore offers would be part of an array of fi nancial 
services products. In its effort to harmonize conventional and Islamic 
fi nancial services, it must be ensured that Islamic fi nancial players 
are not inhibited from introducing Islamic fi nance product offering in 
Singapore.”

As is now well known, from the 12th June 2006, all banks in Singapore 
have been allowed to take Murabahah investments and offer 
Murabahah fi nancing. MAS has exempted Murabahah investments 
from the restriction against non-fi nancial activities. 

Teo Swee Lian continued: “MAS has also reviewed the tax treatment in 
Singapore for Islamic transactions. Given that the nature and structure 
of Islamic fi nancial products tend to attract more tax than their 
conventional counterparts, we have worked on leveling the playing 
fi eld for Islamic transactions. In 2005, the Finance Ministry announced 
a couple of changes which include the waiving of the imposition of 
double stamp duties in Islamic transactions involving real estate; and 
the accordance of the same concessionary tax treatment on income 
from Islamic bonds that are afforded to conventional bonds, which will 
provide opportunities for banks in Singapore to encourage local and 
foreign issuers to issue Sukuk.

Our competitiveness as an inter-
national fi nancial center hinges 
largely on four core attributes: 
trust and reliability, global con-
nectedness, responsiveness and 
innovation and quality of life. In 
areas such as regulation, super-
vision, tax and market access, 
we ensure that we have a busi-
ness framework that encourages 
innovation and maintaining high 
standards.”

Singapore’s high status in 
the fi nancial world cannot be 
denied. Teo Swee Lian reminds 
us that the country “remains as 
the fourth largest forex trading 
center internationally and the 
main offshore loan syndication center in Asia, an element to its 
competitiveness in the arena of international fi nance. Singapore is 
centrally located at the heart of Asia. This enables the city state to 
perform a unique role as the gateway between the Middle East and 
Asia, two of the most dynamic economic regions in the world today. 
Both regions have ample liquidity and investment prospects and both 
have huge potential for professional management of both conventional 
and Islamic funds.

MAS is a full member of the Islamic Financial Services Board (IFSB) 
and it is currently part of the IFSB Supervisory Review Process Working 
Group, as well as the IFSB Islamic Money Market Taskforce. Under 
these workgroups MAS is working closely with other Islamic fi nance 
supervisors and regulators to ensure the continued support and 
promotion of Islamic fi nance growth globally.”

In conclusion, from speaking to an array of players involved in very 
different sectors of the diverse Islamic banking and fi nance industry, 
it appears that they all have confi dence in the ability of Singapore to 
rise up to the challenge of competing for the status of Asia’s Islamic 
fi nance hub. The Islamic bank, the college of further education and 
the regulatory authority all have exciting new developments to report 
in their respective sectors. If such enthusiasm proves to be infectious, 
Malaysia could indeed have a battle on its hands for the coveted top 
spot in Asia as regards Islamic fi nance. 

Islamic Finance in Singapore (continued...)

Teo Swee Lian
Deputy managing director 

Monetary Authority of Singapore

“As Singapore looks ahead to 
become an important center 
for Islamic banking and fi nance 
in this region, it is crucial for 
professionals and those who 
plan to be involved in this 
industry in Singapore to be 
equipped with the requisite 
knowledge and expertise”
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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?

I have been with the HSBC Group for the past 35 years. I have done 
most jobs there are to do within HSBC, which included some exciting 
ones such as managing the Treasury function for four years and 
thereafter heading the Group Audit function for another four years.

I have also worked in the retail, corporate, branch and area management 
functions. In late 2002, when I was managing the Klang Valley region, 
I was offered four job options within the bank to progress to and one 
of them was to head Islamic banking operations. I did not hesitate 
to choose the latter as I felt that I could add value to the business, 
besides it is something that is close to my heart this late in my career.

What does your role involve?
My role is to manage the overall Islamic banking operations of HSBC 
in Malaysia, with linkages to the Middle East, where the HSBC Amanah 
head offi ce is located. My focus was to grow the business, which at 
that time was very small within the bank.

What is your greatest achievement to date?
To have been able to develop and grow the Islamic banking business 
for HSBC Malaysia from a non-player into what it is today – the largest 
and leading player in the Islamic fi nance industry among all the foreign 
banks in Malaysia. 

Amongst all banks we stand at about fi fth or sixth depending on the 
measurement we adopt. This has been achieved over the last three or 
so years with very good support from the management, staff and more 
importantly, our customers.

Which of your products/services deliver the best 
results?

We currently have two hero products, especially in the retail market, 
with our Amanah Personal Financing-i being one – better known as 
Anytime Money, our marketing name. We set the trend and standard 
in the marketplace, being the very fi rst to launch such a product that is 
Shariah compliant. We were also the very fi rst to go into the unsecured 
fi nancing market in a big way.

Secondly we have the recently launched Amanah Smart-i account, 
which allows the customer to manage his or her personal fi nance 

through our internet banking service. Again, we were the fi rst in the 
market to develop and offer such an innovative product.

What are the strengths of your business?
Besides being very innovative onshore in Malaysia, which is our key 
strength, we also have the global connectivity with our other group 
offi ces and branches elsewhere, especially in the Middle East, to 
exchange ideas and strategies. 

HSBC generally is known for being second to none in service standards, 
which is also a forte of ours in delivering award-winning customer 
engagement and experience.

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

Continued management commitment to the business and also the Malay-
sian market, which is beginning to develop the Islamic fi nance industry at 
a far greater pace than the conventional market. HSBC Amanah is well po-
sitioned to take advantage of this through our leading role in the market.

What are the obstacles faced in running your 
business today?

IT systems are beginning to be a huge challenge for us in the Islamic 
fi nance industry, given the need to ensure that Shariah compliance 
extends into the customer experience arena and yet also to maintain 
the credibility and authenticity that is required for this business.

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

I can only see this going one way, and that is up. There is huge potential 
for the business to grow and we have just scratched the surface. 
Muslims around the world will move, over time, towards the need to do 
their banking in a Shariah compliant manner in line with their beliefs. 
For HSBC Amanah, we are well positioned to be able to satisfy the 
needs of these local communities in keeping with our tagline line of 
“The World’s Local Bank.”

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

Islamic fi nance is a very nascent industry when compared to 
conventional fi nance, which has been around for much longer, and 
has developed tremendously over the last two decades. As such there 
is much to do within the industry. As an example, for Islamic fi nance 
to grow there is a need for greater harmonization of the business 
amongst the many countries that are involved in this industry. These 
would include Shariah, IT systems and cross-border products, to 
name just a few. 

Name:

Position:

Company:

Based: 

Age:

Nationality:

Mohamed Ross 
Mohd Din

Managing Director

HSBC Amanah

Kuala Lumpur

54

Malaysian

HSBC Amanah is the global Islamic 
banking division of the HSBC Group, 
and was established in 1998 
with the aim of making HSBC the 
leading provider of Islamic banking 

worldwide. With more than a hundred professionals serving the Middle 
East, Asia-Pacifi c, Europe and the Americas, HSBC Amanah represents 
the largest Islamic banking team of any international bank.
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INSTRUMENT US dollar denominated Periodic Payment Exchangeable Sukuk 

ISSUER Cherating Capital

OBLIGOR Khazanah Nasional

SECURITIES OFFERED US dollar denominated Periodic Payment Exchangeable Trust Certifi cates due 2012, exchangeable into ordinary 
shares of PLUS Expressways (PLUS) offered and sold in reliance on Regulation S only.

DATE OF LISTING 27th June 2007

ISSUE SIZE US$850 million 

ISSUE PRICE 100%

DATE OF CLOSING Expected to be on the 5th July 2007. 

MATURITY Five years

SCHEDULED 
DISSOLUTION AMOUNT

114.14%

PAYMENT SCHEDULE

The payment will be 2% per year, payable on an annual basis in arrears. Periodic payments will be funded by the 
dividend income received in respect of the exchange property and payable up to the maximum periodic payment 
of 2% per year. Periodic payments will not be guaranteed by the issuer or the obligor. Periodic payments are 
cumulative (but if the dividend income received in respect of the exchange property is insuffi cient to fund the 
periodic payments in full, this will not constitute a dissolution event). Any excess dividend income received in 
respect of the exchange property will be accumulated in a sinking fund (subject to the order of priority set out in 
the offering circular) up to the total maximum periodic payment and the aggregate shortfall amounts if any, and 
shall be applied by the issuer to pay the periodic payments.

BASE DEAL SIZE US$600 million

INCREASE OPTION US$250 million, which has been exercised in full.

DENOMINATION US$100,000 and integral multiples thereof.

EXCHANGE PROPERTY Ordinary shares of RM0.25 (US$0.07) par each of PLUS listed on Bursa Malaysia Securities.

BOOKRUNNERS/
MANAGERS

CIMB, Deutsche Bank and JPMorgan.

GOVERNING LAW English law 

TRUSTEES HSBC (international trustee) and CIMB Trust (Labuan trustee).

SHARIAH ADVISOR CIMB Bank’s Shariah Advisory Board.

LISTING
Application has been made to list on the Hong Kong Stock Exchange, the Labuan International Financial Exchange 
and the Dubai International Financial Exchange.

EXCHANGE RIGHT

Exchangeable into shares at the election of the certifi cate-holders at any time on or after the 40th day after the 
closing date, until the close of business on the date which falls 10 business days prior to the scheduled dissolution 
date, unless previously called for dissolution prior to the scheduled dissolution date, and then up to close of 
business on the 10th business day prior to the date fi xed for dissolution.

PURPOSE OF ISSUE
Khazanah Nasional intends to use the proceeds as additional working capital and for other general corporate 
purposes relating to its principal business activities.

RATINGS The certifi cates will not be rated as the issuer is not rated.

For more term sheets visit www.islamicfinancenews.com

Khazanah Nasional 
Exchangeable Sukuk
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INSTRUMENT Straight Sukuk Mudarabah

ISSUER Dubai Sukuk Center

OBLIGOR DIFC Investments

PRINCIPAL ACTIVITIES

The Dubai Sukuk Center is a wholly owned subsidiary of DIFC Investments. DIFC Investments has been mandated 
to conduct all non-public administration activities previously carried out by the DIFC Authority. This includes all 
commercial and other activities such as the operation and management of any current and future subsidiaries, 
the development of the center’s investment strategy and relevant policies and any other strategic investments or 
alliances in the Dubai International Financial Centre (DIFC)’s interest. 

BOARD OF DIRECTORS Sheikh Mohammed bin Rashid Al Maktoum (president) and Dr Omar bin Sulaiman (governor). 

DATE OF LISTING 18th June 2007 

ISSUE SIZE US$1.25 billion

DATE OF ISSUE 7th June 2007

MATURITY Five years (13th June 2012)

PAYMENT SCHEDULE  
Profi t rate at three-month US$ LIBOR + 0.375%, quarterly payments, under Act/360, with a re-offer spread of 
three-month US$ LIBOR + 0.42, and re-offer price of 99.803%. 

LEAD ARRANGERS/
BOOKRUNNERS

Deutsche Bank and Goldman Sachs  

ARRANGERS/
MANAGERS

CIMB, Dubai Islamic Bank, Emirates Bank, Emirates Islamic Bank, Mashreq and the National Bank of Dubai. 

LISTING Listed on the Dubai International Financial Exchange (DIFX), under the law of the DIFC.

FINANCIAL ADVISOR Rothschild

LEGAL ADVISORS Linklaters (to the issuer), Allen & Overy (to the lead managers). 

STATUS OF ISSUE

The Sukuk is the largest rated and the largest straight Sukuk to originate from the region, with its initial price 
guidance released on the 4th June at low to mid-40s over LIBOR, with an indicative benchmark size. A total of US$1 
billion orders were confi rmed on the fi rst day. On the third day, the 6th June, the Sukuk’s order book had already 
exceeded US$2 billion. The Sukuk was fi nally launched and priced as a US$1.25 billion issue with a profi t rate of 
US$ LIBOR + 37.5 bps. 

The fi ve-year Sukuk is the fi rst to be entirely documented under DIFC law, and attracted 67% in international 
subscriptions. Of the US$1.25 billion, 20% comes from Asian investors, 47% from European investors and 33% 
from investors in the Middle East.  The total breakdown was 54% to banks, 35% to fund managers, 7% to Central 
Banks and government agencies and 4% to insurance and pension funds.

PURPOSE OF ISSUE For the expansion of the DIFC.

RATINGS The Sukuk is rated A1 by Moody’s and A+ by Standard & Poor’s.

Dubai Sukuk Center 
Sukuk Mudarabah

For more term sheets visit www.islamicfinancenews.com
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In line with CIMB and Aviva’s recent tie-up, the companies have 
launched their fi rst joint venture product, the Takaful Global Giants 
(TGG). The investment-linked product provides 100% capital 
protection if held to its fi ve-year maturity, along with returns linked 
to the performance of 20 Shariah compliant global blue-chips 
including Nestle, Microsoft, Nike, Colgate-Palmolive, Procter & 
Gamble, Wal-Mart and Pepsi. 

TGG, a closed ended fund ending on the 13th July, aims to attract 
investors with interest in Shariah compliant investments and 
alternatives to regular fi xed-deposit type products. The minimum 
investment for TGG is RM10,000 (US$2,871), with a maximum of 
RM1 million (US$287,118). Subsequent investments can be done 
in multiples of RM1,000 (US$287). TGG has an indicative fi rst year 
return of 6%, and variable gross dividend rates in the subsequent 
years. Depending on the performance of the basket of stocks, 
returns can hit a maximum of 7.5% per year, with investors able to 
reap profi ts twice a year. 

TGG is expected to rake in RM250 million (US$71.78 million) in 
sales, spurring more products for the Aviva–CIMB JV and propelling 
Aviva in Malaysia’s Takaful sector. 

MALAYSIA/UK
Takaful global giants

Aviva has been appointed the third insurer for the Singapore Ministry 
of Health’s Eldershield insurance program. Aviva will acquire 50% 
of the Eldershield business. NTUC Income and Great Eastern Life 
will hold the remaining 25% each. 

The three insurers will offer a monthly payout of S$400 (US$260.47) 
for up to six years, a S$100 (US$64.99) increase from the previous 
fi ve-year scheme. Premium rates are also set to rise accordingly. 

Aviva, NTUC Income and Great Eastern Life are currently tying 
up details linked to the Ministry of Health’s minimum guidelines. 
Aviva’s appointment will come into effect in September. 

SINGAPORE
Insurance for elders

MALAYSIA
Commerce is ambitious
CIMB and Aviva’s recently signed joint venture entails the splitting 
of ownership of Commerce Takaful and Commerce Life Assurance. 
Aviva will now hold 49%, with CIMB keeping a 51% stake in both 
companies. 

In tandem with the recent launch of CIMB and Aviva’s Takaful Global 
Giants, Commerce Takaful is looking forward to a leap in total gross 
contributions to over RM500 million (US$143.63 million) this year, 
up from RM68 million (US$19.53 million) in 2006. 

Takaful BIBD has concluded yet another roadshow, in conjunction 
with the offi cial launch of its BIBD Attamwil corporate identity.

The roadshow introduced BIBD’s car fi nancing protector, Takaful 
Cahaya Mata for children and the Fire Takaful Scheme. 

BRUNEI
BIBD’s roadshow frenzy

The Hawkamah Institute for Corporate Governance and the Arab 
Forum of Insurance Regulatory Commissions will establish a 
regional taskforce on corporate governance for the insurance and 
reinsurance industry. 

The taskforce will execute corporate governance (CG) assessments 
of the insurance sector, develop CG policies and guidelines for 
Takaful and conventional insurance, and build the industry’s CG 
capacity. 

The Hawkamah Institute is currently contacting insurance companies 
in selected markets to collect data and factual information on 
actual CG practices. Companies interested in submitting data can 
visit http://www.hawkamah.org. 

MIDDLE EAST
Corporate governance survey

Insurance Islam TAIB has placed donation boxes for the general 
public in four of its branches to collect donations for orphans 
registered under the Sultan Haji Hassanal Bolkiah Foundation 
(YSHHB). There are currently 1,713 children registered under TAIB’s 
Orphan Takaful plan. 

The donation boxes will remain at its branches in Bandar Seri 
Begawan, Kiulap and Kuala Belait and at the executive offi ce on the 
fourth fl oor of RBA Plaza BSB until the 30th September. 

BRUNEI
Charitable TAIB

UAE
AXA’s health plan
AXA Insurance Gulf is set to offer comprehensive healthcare plans 
to corporations and individuals in Abu Dhabi. This comes soon after 
the company received its medical license from the General Authority 
for Health Services. 

The licensing is in tandem with new Abu Dhabi policies for companies 
to cover expatriate staff with a national health insurance scheme. 
The new law is expected to extend to the rest of the UAE soon. 

AXA Insurance will offer four types of policies via AXA PPP 
Healthcare. 
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Takaful offers an Islamic fi nancial solution based on a three-pronged 
objective: to invest and save for a secure future, to achieve one’s goals 
(such as children’s education and early retirement) and fi nancial 
protection in the event of untoward situations. Islamic Finance news 
reports on some of the Shariah compliant solutions available in the 
Singaporean market, how participants can benefi t from them, the 
performance of the funds and the outlook for the rest of the year.

HSBC Insurance (Singapore) offers three Takaful investment-linked 
products (ILPs) that offer life insurance protection. For all of these 
funds, any excess funds at the end of the year are distributed between 
the participants and HSBC Insurance on a 50/50 ratio. Purifi cation 
is achieved by deducting 5% of all dividends earned by the fund for 
charity.  The investment and operational processes of all funds are 
supervised by the Islamic Advisory Board.

HSBC’s Takaful Global Fund (TGF) was the fi rst Takaful global 
investment-linked fund launched in Singapore. The portfolio comprises 
stocks within the Dow Jones Islamic Market Index. In the event of 
death, a benefi t equivalent to at least 100% of the insured person’s 
investment amount goes to his family. This plan combines investment 
and protection needs, with the option for additional life cover of 200% 
or 300% of the single premium invested. Unlimited switches between 
funds are permitted.

Managed by Deutsche Asset Management, TGF enables contributors 
to collect tax-free returns under current Singapore taxation laws. TGF 
is included in the Central Provident Fund (CPF) Investment Scheme, 
both the ordinary account and supplementary retirement scheme. The 
top 10 equities in TGF’s portfolio are: Exxon Mobil, Microsoft, Pfi zer, 
Johnson & Johnson, BP, International Business Machines, CISCO 
Systems ROCHE Holding, Total and Chevron.

HSBC’s Takaful Sinaran Fund has a built-in protection strategy to 
continually re-balance its portfolio in order to limit the impact of 
any adverse equity market movements. Its goal is long-term growth 
by combining access to the global equity markets through the HSBC 
Amanah Global Equity Index Fund and a protection mechanism. 
The HSBC Amanah Global Equity Index Fund tracks the Dow Jones 
Islamic Market Titans 100 Index. As with the TGF, there is also capital 
protection upon death. Sinopia Asset Management, a subsidiary of 
HSBC Investments, is the manager of this fund. 

The HSBC Takaful Asia-Pacifi c Fund is for investors looking for long-term 
capital appreciation through investment in equities of Asia excluding 

Japan, Australia and New Zealand. The top 10 equities invested in 
by the fund are Samsung Electronics, POSCO, China Mobile, Taiwan 
Semiconductor, Hon Hai Precision, Esprit Holdings, Telekomunikasi 
Indonesia, Samsung Engineering, Mediatek and United Tractors.

NTUC Income is Singapore’s only insurance co-operative and a leading 
life, general and health insurer. It claims to be the largest general 
insurer with the dominant share of the motor insurance market, 
insuring about 33% of all vehicles in the country.

NTUC’s Singapore dollar denominated Takaful Fund has the objective 
of long-term capital appreciation by investing in a diversifi ed global 
portfolio of equity securities issued by companies considered to be in 
compliance with Islamic guidelines. The investment scope of this fund 
is in Shariah compliant instruments and equities of the Singapore, 
Hong Kong and Thailand markets. As at its last report in December 
2006, 44% (2005: 40%) of the fund was managed internally by NTUC 
Income, while approximately 56% (2005: 60%) of the fund was invested 
into Hegira Global Equity Fund, which is an Islamic fund managed by 
Wellington International Management. The top 10 equities that NTUC 
Takaful invested in were the Hegira Global Equity Fund Wheelock 
Properties (S), China Mobile, Singapore Telecom, Capitaland Keppel 
Corp, Yanzhou Coal, SPH, COS and Singapore Exchange.

Conclusion
Equity markets worldwide have been somewhat shaken following rises 
this year. This is normal as, after a period of good performance, it 
would seem natural that investors want to cash in on their gains. There 
is a consensus among market observers and industry practitioners 
that the dip in equity markets is only temporary, rather than the start 
of a serious sell-off. 

The economy of Singapore, measured by gross domestic product 
(GDP), is forecast to grow at 5–7% this year, against the backdrop of a 
better-than-expected fi rst quarter expansion and a broadly supportive 
external environment. With the underlying aim that funds are meant 
to protect participants – with built-in mechanisms to minimize risks 
against any catastrophe in the equities market – the attraction 
of investment-linked Takaful funds in the longer term should be 
sustainable, despite market volatility putting equities under pressure 
from time to time. 

Investment-Linked Takaful Funds in Singapore
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LINKLATERS – Global

Law fi rm Linklaters has seen a slew of global hires this week.

Stef van Weeghel from Stibbe and Eunice Bruyninckx from Simmons 
& Simmons have been chosen to head up Linklaters’ tax and 
employment practices in the Netherlands. Mr Van Weeghel has over 
20 years’ tax experience in the Netherlands, while Ms Bruyninckx has 
served with Simmons & Simmons for four years. 

On the global front, Michael Kent has been appointed global head of 
fi nancial markets, replacing Paul Nelson, who is moving on to become 
the fi rst professor of regulation and compliance at the International 
Capital Markets Association Center at the University of Reading. Mr 
Kent has been a partner at Linklaters since 1999, and has over 15 
years’ experience in fi nancial markets regulation. 

JLL – UAE

Capitalizing on the booming UAE property markets, Jones Lang Lasalle 
(JLL) has opened a corporate offi ce in Abu Dhabi, headed by Abood 
Rabbat. 

Mr Rabbat has vast experience in North America and the Middle East, 
having spearheaded many Abu Dhabi real estate initiatives, including 
portfolio investment analysis, transactions and large-scale advisory 
work. Prior to joining JLL, Rabbat worked with leading investment 
banking and real estate organizations in the US and the GCC. 

LLOYDS TSB – Middle East

Bert de Ruiter has been appointed managing director of Lloyds TSB’s 
Middle East operations. 

Now based in Dubai, Mr Ruiter has been with Lloyds for more than 10 
years. Prior to this election, he served as wholesale banking director 
of Lloyds TSB Middle East, and senior head of Lloyds TSB Corporate 
Banking in the Netherlands. 

SABB – Saudi Arabia

Saeed Al-Mahoudi will serve as SABB’s area general manager within 
Saudi Arabia’s eastern province. He will be responsible for the bank’s 
overall activities throughout the region. 

Mr Mahoudi comes to SABB with more than 17 years’ experience in 
the banking industry in Saudi Arabia, including 14 years in senior 
management posts. Prior to his appointment, he spent seven years 
in charge of eastern region operations for one of Saudi Arabia’s 
leading fi nancial institutions, after moving up from branch manager to 
divisional head, responsible for overall activities and corporate credit 
portfolios. 

DEYAAR – UAE

Deyaar confi rmed nine board members at its recent general assembly. 
Dr Mohammed Khalfan Bin Kharbash, Minister of State for Finance 
and Industry, was confi rmed as chairman, Sultan Bin Saeed Al Man-
souri, Minister of Governmental Sector Development, was confi rmed 
as vice-chairman, Saad Abdul Razak, CEO of Dubai Islamic Bank 
Group, Sultan Ahmed Khalfan Al Gaith, Hussain Hassan Mirza Mohd 
AlSayegh, Khaled Mohammed Ali Al Kamda, Khalifa Suhail Juma Al 
Zaffi n, Younis Haji Abdulla AlKhoori and Khaled Abdulla Mohamed Ab-
dulla Al Mass were also all confi rmed. 

THE NATIONAL INVESTOR – UAE
 

Gundi Royle will head up The National Investor (TNI)’s in-house oil and 
gas team. Ms Royle has over 26 years’ experience in the oil and gas 
industry as a geologist and a fi nancier, and has served in recognized 
energy banks including Deutsche Bank, Morgan Stanley and Credit 
Suisse as a leader in their energy groups. 

Ms Royle also has extensive experience spanning major European, 
Russian and Australian stocks. 

GIH – Kuwait

Global Investment House (GIH) elected members to its board during 
its  ordinary general meeting this week. Maha K. Al-Ghunaim was 
elected chairperson as well as managing director, while Khaled 
AlWazzan, representing Jassim AlWazzan & Sons, was elected vice-
chairman and committee chairman. 

Sheikh Abdullah Al-Jaber Al-Sabah, representing the Public Institution 
for Social Security, and Marzook Nasser AlKharafi , representing 
Mohammad Abdulmohsen AlKharafi  Co. and Safi  Holding Co., were 
both elected members of the board. 

In accordance with international standards, the internal audit 
committee did not appoint a company executive, for impartiality 
purposes. 

DIFX – UAE

The Dubai International Financial Exchange (DIFX) has selected a new 
chairman and directors to kick-start its new term.
 
Soud Ba’alawy, executive chairman of the Dubai Group, was named 
chairman, with immediate effect. He replaces Dr Henry Azzam, who 
oversaw the emergence of DIFX. Adel Al Shirawi was appointed 
director of public interest and Saad Abdul Razak was named as an 
independent director.

Four existing directors – Bisher Barazi, Essa Kazim, George Moller 
and Shadi Sanbar – will continue to serve on the board. The new 
board does not include direct representatives of trading organizations 
or market participants. All of its members are non-executives. 

DENTON WILDE SAPTE – Middle East

Denton Wilde Sapte (DWS) has established two signifi cant ties in 
tandem with its expansion into Saudi Arabia. Wael Abdulrahman 
Alissa – a coveted Saudi Arabian lawyer – will share premises with 
and sponsor the international practice of DWS under the moniker The 
Law Firm of Wael Abdulrahman Alissa. Mr Abdulrahman has practiced 
law in Saudi Arabia for 15 years. 

DWS has also made a lateral partner hire with Amgad Husein from 
Fullbright & Jaworski’s Riyadh offi ce. Mr Husein, a US-qualifi ed lawyer, 
will manage the Riyadh offi ce and spearhead DWS’s international 
work.  

BANK OF AMERICA – Asia

Kim Hong has been chosen to head Bank of America’s global markets 
for Asia and serve as managing director. Mr Hong comes from 
JP Morgan, where he spent seven years in Hong Kong, Korea and 
Singapore. 
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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

SilTerra US$525.5 Ijarah

PINS Capital Up to US$43.79 CP/MTN Program

Perusahaan Listrik 
Negara

US$33.97 Ijarah

Dubai Financial TBA Sukuk

Thani Investments US$100 Sukuk

Al Imtiaz Investment US$75–150 Sukuk

Haisan Resources US$58.79 Sukuk Ijarah

IJM Corporation US$511.60 Sukuk Istisnah

Ras Al Khaimah 
Investment Authority

US$400 TBA (Sukuk)

ARAPESONA US$56.9/US$19.9 ICP/MTN

Bank Syariah Mandiri US$3.25 Subdebt

Cagamas US$584.60 TBA

Gamuda TBA Murabahah or Musharakah

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

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

For more details and the full list of deals visit 

www.islamicfi nancenews.com

Deal tracker
Keeping you abreast of the world’s upcoming Shariah compliant deals
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Sharpe ratio for all funds (as of 29th June 2007)

FUND MANAGEMENT COMPANY May 07 Return (%) FUND DOMICILE

1 Amwal Islamic Money Market Fund
Kuwait & Middle East Financial Investment 
Company

21.87 Kuwait

2 Boubyan Financial Fund USD Boubyan Bank 18.82 Kuwait

3 Boubyan Financial Fund KWD Boubyan Bank 9.46 Kuwait

4 Emirates Real Estate Fund Belgravia Asset Management 6.95 Channel Islands

5 BIG Dana Muamalah Bhakti Asset Management 6.84 Indonesia

6 PNM Amanah Syariah Terproteksi PNM Investment Management 6.75 Indonesia

7 Crescent Global Property Equity Fund Oasis Global Management Company (Ireland) 5.21 Ireland

8 Insight I-Hajj Syariah Fund Insight Investments Management 5.16 Indonesia

9 Al-Hilal Islamic Fund Kuwait Investment Company 4.91 Kuwait

10 Al Dar Money Market Fund ADAM 4.59 Kuwait

Eurekahedge Islamic Fund Index* 0.01

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 Islamic Fund Index

YTD returns for all funds (as of 29th June 2007)

FUND MANAGEMENT COMPANY May 07 Return (%) FUND DOMICILE

1 Zajil–Service & Telecommunications Fund National Investments Company 89.92 Kuwait

2 CMS Islamic Fund CMS Trust Management 47.62 Malaysia

3 Al Danah GCC Equity Trading Fund Banque Saudi Fransi 39.64 Saudi Arabia

4 Apex Dana Al-Faiz-i Apex Investment Services 34.19 Malaysia

5 Al Darij Investment Fund National Investments Company 33.70 Kuwait

6 ING Ekuiti Islam Fund ING Funds 32.82 Malaysia

7 Markaz Islamic Fund Kuwait Financial Centre 30.38 Kuwait

8 Al Safwa Investment Fund National Investments Company 28.92 Kuwait

9 RHB Islamic Growth Fund RHB Unit Trust Management 28.36 Malaysia

10 SBB Dana Al-Ihsan 2 CIMB Wealth Advisors 27.76 Malaysia

Eurekahedge Islamic Fund Index* 8.73

* Based on 90.57% of the funds reporting their May 2007 returns as at the 28th June 2007
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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 2442 19018.71 16107.57 6.60 1.59 475.28 0.02 2.95 0

DJIM Asia/Pacifi c 1007 3669.04 2622.88 2.60 0.67 96.06 0.02 3.66 0

DJIM Europe 355 4767.85 3809.89 10.73 2.96 225.25 0.24 5.91 0.01

DJIM US 736 9179.27 8666.49 11.78 3.35 475.28 0.28 5.48 0

DJIM Titans 100 100 8342.39 7623.79 76.24 56.25 451.87 13.58 5.93 0.18

DJIM Asia/Pacifi c Titans 25 25 1174.08 863.15 34.53 26.46 86.40 13.58 10.01 1.57

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 27th June 2007

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -0.80 0.87 0.03 0.34 6.22 12.91 26.44 10.83

DJIM Asia/Pacifi c -1.15 2.05 -0.16 3.21 4.65 12.99 23.22 9.10

DJIM Europe -1.79 1.78 0.59 0.42 5.56 14.48 29.59 10.79

DJIM US 0.03 0.20 -0.06 -0.53 6.39 10.62 24.59 10.30

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 -0.36 0.99 0.38 0.32 6.46 9.38 23.69 7.97

DJIM Asia/Pacifi c Titans 25 -0.78 2.82 0.80 4.68 5.65 14.48 27.48 9.97
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AS AT 27th June 2007

Key Benchmarks Trend (by volume) Rating This week close (RM) 20 June 07 (RM) 13 June 07 (RM) 06 June 07 (RM)

Private Debt Securities

RANTAU IMTN 15.03.2011 – MTN 1 AAA (RAM) 101.53 101.89 101.17 101.42

TENAGA IBONDS 0.00000% 13.12.2021 AA+ID ( MARC) 126.21 101.89 101.17 101.42

RANTAU IMTN 0% 14.08.2013 – MTN 2 AAA (RAM) 104.57 105.19 104.09 104.27

JEV IMTN 0% 12.11.2015 AA3 (RAM) 116.59 113.31 113.27 114.43

KLK IMTN 0% 10.05.2012 – MTN 1 AA2 (RAM) 99.65 100 98.55 99.91

Government Investment Instruments

PROFIT-BASED GII  2/2007 15.06.2017 N/A 101.72 102.33 N/A N/A

PROFIT-BASED GII 3/2006 15.11.2016 N/A 103.95 101.38 99.80 101.61

Quasi Government

KHA1/04 1.15B 0-CP 5Y 18.9.2009 N/A 92.63 92.17 92.01 92.27

KHA1/05 1B 0-CP 5Y 18.01.2010 N/A 91.25 91.02 90.85 91.14

SILTERRA CAP 3.900% 06.06.2014 N/A 100.12 100.48 99.82 N/A

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 3.46 3.49 3.52 3.59 3.63 3.68

Cagamas 0.15 0.19 0.24 0.33 0.42 0.51

Khazanah 0.07 0.10 0.12 0.14 0.18 0.25

AAA 0.27 0.33 0.40 0.53 0.67 0.83

AA1 0.42 0.49 0.56 0.73 0.89 1.08

A1 1.46 1.63 1.78 2.11 2.43 2.86
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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                                                                                                                                                                     JUNE 2006 – JUNE 2007

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

1 Nakheel Development UAE Convertible Sukuk Ijarah 3,520 2 14.2 Barclays Capital, Dubai Islamic Bank

2 Malaysia Malaysia Sukuk 3,503 4 14.2 Malaysian Government bond

3 Aldar Funding Malaysia
Exchangeable Sukuk 
Mudarabah

2,530 1 10.2
Barclays Capital, Credit Suisse 
Securities (Europe), Abu Dhabi 
International Bank

4 Nucleus Avenue (M) Malaysia Sukuk Musharakah MTN 1,994 9 8.1 CIMB Investment

5 Dubai Ports World UAE Sukuk Mudarabah 1,500 1 6.1
Barclays Capital, Citigroup Global 
Markets, Deutsche Bank, Lehman 
Brothers

6 Dubai Sukuk Centre UAE Sukuk Mudarabah 1,250 1 5.1
Deutsche Bank (London), Goldman 
Sachs International

7 Rantau Abang Capital Malaysia Sukuk Musharakah MTN 975 2 3.9 CIMB, AmMerchant Bank

8 ADIB Sukuk UAE Sukuk Ijarah 800 1 3.2 HSBC

9 Dubai Islamic Bank UAE Sukuk Musharakah 750 1 3.0
Barclays Capital, Citi, Standard 
Chartered

10 Raffl esia Capital Malaysia
Periodic Payment 
Exchangeable Trust 
Certifi cates 

750 1 3.0 CIMB Investment, HSBC Amanah, UBS

11 Projek Lebuhraya Utara Selatan Malaysia Sukuk Musharakah MTN 743 18 3.0 CIMB Investment

12 Golden Belt 1 Sukuk Saudi Arabia Sukuk Manafaa 650 1 2.6 BNP Paribas

13 Cagamas MBS Malaysia

Sukuk Musharakah 
Islamic Residential 
Mortgage Backed 
Securities

620 7 2.5 HSBC, CIMB, AmMerchant Bank

14 Silterra Capital Malaysia
Government Guaranteed 
Sukuk Ijarah

530 1 2.1
CIMB Investment, HSBC Bank 
Malaysia, Citibank 

15 Cagamas Malaysia
Bithaman Ajil Islamic 
Securities

489 10 2.0 Cagamas, AmMerchant Bank

16 Jimah Energy Ventures Malaysia Istisnah Islamic MTN 437 20 1.8
AmMerchant Bank, Bank Muamalat 
Malaysia, MIMB, RHB Sakura

17 Lebuhraya Kajang–Seremban Malaysia Sukuk Istisnah 413 12 1.7 AmInvestment Bank

18 MBB Sukuk Malaysia
Subordinated Sukuk 
Trust Certifi cates 

300 1 1.2 HSBC, Aseambankers Malaysia, UBS

19 SIB Sukuk UAE Musharakah Sukuk 225 1 0.9 HSBC

20 Putrajaya Holdings Malaysia Murabahah MTN 211 5 0.9 Alliance Merchant, CIMB, RHB Sakura

Total 24,747 295 100.0
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TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                              JANUARY 2007 – JUNE 2007

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

1 Aldar Funding UAE
Exchangeable Sukuk 
Mudarabah

2,530 1 17.4
Barclays Capital, Credit Suisse 
Securities (Europe), Abu Dhabi 
International Bank

2 Nucleus Avenue (M) Malaysia Sukuk Musharakah MTN 1,994 9 13.7 CIMB Investment

3 Malaysia Malaysia Sukuk 1,862 2 12.8 Malaysian Government bond

4 Dubai Ports World UAE Sukuk Mudarabah 1,500 1 10.3
Barclays Capital, Citigroup Global 
Markets, Deutsche Bank, Lehman 
Brothers

5 Dubai Sukuk Centre UAE Sukuk Mudarabah 1,250 1 8.6
Deutsche Bank (London), Goldman 
Sachs International

6 Dubai Islamic Bank UAE Sukuk Musharakah 750 1 5.2
Barclays Capital, Citi, Standard 
Chartered

7 Golden Belt 1 Sukuk Saudi Arabia Sukuk Manafaa 650 1 4.5 BNP Paribas

8 Cagamas MBS Malaysia
Sukuk Musharakah Islamic 
Residential Mortgage 
Backed Securities

620 7 4.3
HSBC, CIMB, Aseambankers 
Malaysia

9 Rantau Abang Capital Malaysia Sukuk Musharakah MTN 570 1 3.9 CIMB

10 Silterra Capital Malaysia
Government Guaranteed 
Sukuk Ijarah

530 1 3.7
CIMB Investment, HSBC Bank 
Malaysia, Citibank

11 Lebuhraya Kajang–Seremban Malaysia Sukuk Istisnah 413 12 2.8 AmInvestment Bank

12 MBB Sukuk Malaysia
Subordinated Sukuk Trust 
Certifi cates 

300 1 2.1 HSBC, Aseambankers Malaysia, UBS

13 Jimah Energy Ventures Malaysia Istisnah Islamic MTN 229 10 1.6
AmMerchant, RHB Islamic, MIMB, 
Bank Muamalat Malaysia

14 Cagamas Malaysia
Bithaman Ajil Islamic 
Securities

217 7 1.5
Cagamas, AmMerchant, 
Aseambankers Malaysia

15 Kuala Lumpur Sentral Malaysia Sukuk Musharakah 208 7 1.4 HSBC Bank Malaysia

16 IIG Funding Kuwait Sukuk Mudarabah 200 1 1.4 Barclays Capital

17 MTD InfraPerdana Malaysia Murabahah MTN 174 8 1.2
AmInvestment, CIMB Investment, 
United Overseas Bank (Malaysia)

18 Syarikat Bekalan Air Selangor Malaysia Bai Bithaman Ajil MTN 90 3 0.6
HSBC Bank Malaysia, CIMB 
Investment, Bank Islam Malaysia

19 ABS Logistics Malaysia Sukuk Ijarah 88 14 0.6
Deutsche Bank (Malaysia), Hong 
Leong Islamic

20 Kuala Lumpur Kepong Malaysia Sukuk Ijarah 88 1 0.6
Aseambankers Malaysia, CIMB 
Investment

Total 14,506 137 100.0

ARE YOUR DEALS LISTED HERE?

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

Telephone: +852 2804 1223

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                         JANUARY 2007 – JUNE 2007 

Amt US$ m Iss.   %

    Malaysian ringgit 7,310 50.4 129

    US dollar 7,180 49.5 7

    Pakistan rupee 16 0.1 1

    Total 14,506 100.0 137

ISLAMIC BONDS BY CURRENCY                                  JUNE 2006 – JUNE 2007 

Amt US$ m Iss. %

    US dollar 12,793 15 51.7

    Malaysian ringgit 11,919 278 48.2

    Pakistan rupee 35 2 0.1

    Total 24,747 295 100.0

ISLAMIC BONDS                                                            JUNE 2006 – JUNE 2007 

Manager or Group Amt US$ m Iss. %

1 CIMB 4,360 72 17.6

2 Malaysian Government bond 3,503 4 14.2

3 Barclays Capital 3,353 6 13.6

4 Dubai Islamic Bank 2,068 4 8.4

5 HSBC 2,015 26 8.1

6 AmInvestment Bank 1,464 55 5.9

7 Deutsche Bank 969 16 3.9

8 Abu Dhabi Investment 843 1 3.4

9 Credit Suisse 843 1 3.4

10 Citi 727 3 2.9

11 BNP Paribas 650 1 2.6

12 Goldman Sachs & Co 625 1 2.5

13 Standard Chartered Bank 409 19 1.7

14 Aseambankers Malaysia 382 20 1.5

15 RHB Investment Bank 365 69 1.5

16 UBS 350 2 1.4

17 United Overseas Bank 317 39 1.3

18 Lehman Brothers 300 1 1.2

19 Cagamas 217 7 0.9

20 Kuwait Finance House 154 8 0.6

Total 24,747 295 100.0

ISLAMIC BONDS BY COUNTRY                                     JUNE 2006 – JUNE 2007 

Amt US$ m Iss. %

    Malaysia 12,969 280 52.4

    UAE 10,775 9 43.5

    Saudi Arabia 668 2 2.7

    Kuwait 300 2 1.2

    Pakistan 35 2 0.1

    Total 24,747 295 100.0

ISLAMIC BONDS                                                  JANUARY 2007 – JUNE 2007

Manager or Group Amt US$ m Iss. %

1 CIMB 3,101 38 21.4

2 Malaysian Government bond 1,862 2 12.8

3 Barclays Capital 1,593 4 11.0

4 Deutsche Bank 969 16 6.7

5 Abu Dhabi Investment 843 1 5.8

6 Credit Suisse 843 1 5.8

7 Citi 727 3 5.0

8 BNP Paribas 650 1 4.5

9 Goldman Sachs & Co 625 1 4.3

10 HSBC 617 19 4.3

11 AmInvestment Bank 556 34 3.8

12 Aseambankers Malaysia 377 18 2.6

13 Dubai Islamic Bank 308 2 2.1

14 Lehman Brothers 300 1 2.1

15 Standard Chartered Bank 258 2 1.8

16 Cagamas 217 7 1.5

17 RHB Investment Bank 116 25 0.8

18 Kuwait Finance House 104 7 0.7

19 UBS 100 1 0.7

20 Bank Muamalat Malaysia 69 18 0.5

 Total 14,506 137 100.0

ISLAMIC BONDS BY COUNTRY                           JANUARY 2007 – JUNE 2007 

Amt US$ m Iss. %

    Malaysia 7,610 130 52.5

    UAE 6,030 4 41.6

    Saudi Arabia 650 1 4.5

    Kuwait 200 1 1.4

    Pakistan 16 1 0.1

    Total 14,506 137 100.0

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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Islamic fi nance event in Asia?

Media Partners

13th and 14th August
Mandarin Oriental, Kuala Lumpur

FREE TO ATTEND

A two day world class event which will feature global leaders involved 
from the Islamic fi nancial sector discussing pertinent issues affecting the 

Malaysian Islamic fi nancial sector. 

Amongst session highlights are:
• Malaysia International Islamic Financial Centre: Perspectives from within and from afar
• Islamic Finance: Now a Mainstream Financing Alternative
• Emerging Islamic Markets: SE Asia and GCC
• Managing Liquidity & Risk with Islamic Treasury Products


