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T h e  W o r l d ’ s  G l o b a l  I s l a m i c  F i n a n c e  N e w s  P r o v i d e r

Unifi ed fi nancial 
analysis solutions

MALAYSIA
AirAsia to issue bank-guaranteed Sukuk 
Malaysian budget airline AirAsia’s proposed 
RM500 million (US$158 million) Sukuk 
has been approved by local regulators. The 
proceeds will be used to part fi nance capital 
expenditure.

Bank Islam and Kuwait Finance House (KFH) 

are the joint principal advisers, lead arrangers 
and lead managers for the Sukuk. KFH 
will also act as guarantor.Malaysian Rating 
Corporation assigned a long-term rating of 
AA+(bg) for the issue. 

(Also see IFN Reports on page 9)

FRANCE
Senate to discuss Islamic fi nance opportunities
The French Senate will host two roundtable 
discussions in Paris on the 14th May to discuss 
opportunities in the international Islamic 
fi nance markets and ways to attract Shariah 
compliant funds into the country.

The sessions will examine the integration of 
Islamic fi nance system in the global fi nancial 
system, and France’s role in this area. The 
fi rst roundtable will discuss how French 
companies can work with the Islamic funds 
while the second will cover Islamic fi nance 

development, and study the diffi culties that 
may have hindered its progress in the country.
Senate Finance Commission president Jean 
Arthuis will chair the sessions. 

This could relate, for example, to the way 
banks receive Islamic banks on (French) 
soil, or to the juridical and fi scal structures 
that need to be put in place to integrate 
Islamic fi nance into the French system while 
respecting the conditions employed by the 
Islamic banks. 

GULF
Islamic banks enjoy higher profi ts
Islamic banks in the Gulf continue to grow 
strongly, more so than their conventional 
counterparts. Al Rajhi Bank, Kuwait Finance 
House (KFH) and Qatar Islamic Bank (QIB) 
have all released strong fi rst-quarter fi nancial 
reports.

KFH reported a 32% growth to US$568.57 
million, compared to US$430.69 million in the 
previous corresponding period. Shareholders’ 
net profi t also surged by 43% and a 38% 
growth was reported in the bank’s assets.

Meanwhile, QIB announced a whopping 

69% rise in 1Q profi ts, to US$125.28 million 
from US$74.18 million in the year-earlier 
period. Assets also increased tremendously 
to US$8.24 billion, up by 104% compared to 
last year. 

Saudi Arabia’s Al Rajhi, on the other hand, 
reported a much smaller 2% growth at 
US$426.61 million. It is not as high as the 
two previous banks, but it is still much more 
positive compared with declined net profi t at 
a few conventional banks in Saudi. 

(Also see IFN Reports on page 9)
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UAE
Banks sign deal
Mashreqbank’s Badr Al-Islami has agreed 
to fi nance up to 90% of the purchase of 
property developments of Fakhruddin 
Properties in the UAE. Fakhruddin chairman, 
Akbar Fakhruddin, described the agreement 
as an Islamic solution that allows clients to 
own properties with the latest technology.

Under its terms, non-residents can buy 
properties from the company using Shariah 
compliant fi nancing methods that cover up 
to 75% of the purchasing costs. Payments 
can be made in instalments within a 25-year 
timeframe or less.

Fakhruddin’s current projects include the 
Maimoon Twin Towers, the Coral International 
Hotel Apartments, the Lake Centre Towers 
and the Trafalgar Centre. 

KUWAIT
Kipco profi t up
The Kuwait Projects Company has announced 
a 100% rise in normalized profi ts in the fi rst 
three months of 2008 over the previous 
corresponding period.

The 1Q2007 fi gure excludes revenue from the 
sale of assets, including Wataniya Telecom. 
Total revenues for the fi rst quarter of 2008 
increased 73% over 2007 to US$508.5 
million. 

INDIA
Varsity courses in Islamic fi nance
A Srinagar-based university is to introduce job-oriented courses 
like Islamic fi nance and journalism to help its graduates secure 
employment.

The Islamic University of Science and Technology will start B Tech and 
post-graduation courses in food technology, Master’s in journalism 
besides Islamic fi nance and investment, and tourism from July, said a 
university spokesman.

This marks the fi rst time Islamic fi nance and investment is offered in 
the country as one of the subjects under the MBA, he said. 

UK
IBB reports higher growth
The Islamic Bank of Britain (IBB) has released its annual report for 
2007, with positive increases all around over the previous year. 

Customers increased by 38% to 42,000, and customer deposits also 
rose to US$267 million, by 61%. The number of accounts and online 
customers also increased by 27% and 193% respectively, amounting 
to 64,000 and 10,200.

A surge of 51% was reported in customer fi nancing, bringing the 
amount to US$31.3 million. The operating revenue of IBB was revealed 
at 9.3%, an increase of 56%. As a result, 22% of reduction net losses 
was also reported. 

The increases were the result of measures 
taken by IBB to improve performance, such 
as the introduction of commercial centers 
and one-on-one personalized services to 
customers. Customer service has also 
been improved via the introduction of more 
effi cient and user-friendly solutions and better 
telephone and online banking services. 

Islam Scuba IFNews [E2]8.ai 3/14/08 10:00:44 PM
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UAE/UK
Dar Capital may start with US$197 million
Investment Dar may start its proposed Islamic banking unit (Dar 
Capital) in the UK with a capital of up to GBP100 million (US$197 
million), said Adnan Al Musallam, chairman of the Islamic fi rm.

No exact date has been released on the launch of Dar Capital, although 
it had been reported that the bank would be set up this year and 
turned into a Shariah compliant investment bank later. Adnan said 
that an evaluation of the project will be completed by December.

Dar also owns half of the shares in Aston Martin, a luxury car maker 
based in the UK. 

SAUDI ARABIA
Imaar will open in fourth quarter
Imaar International Bank is to start operations in the fourth quarter 
once it raises funds for its US$11 billion paid-up capital.

Saudi businessman Sheikh Saleh Kamel, who made his fortune from 
interests in Islamic banking through the Albaraka Banking Group as 
well as media assets, is leading the Bahrain-based venture. 

PAKISTAN
Meezan Bank announces results
Meezan Bank announced growth of 31% in its fi rst-quarter results. 
Post-tax profi t increased to PKR251 million (US$3.9 million), from 
PKR191 million (US$3 million) in the previous corresponding pe-
riod.

Core banking business income grew by 48%, and earnings per share 
stands at PKR0.55 (US$0.008), compared to PKR0.42 (US$0.006) in 
the year-earlier period. Deposits also rose to 45%. Good asset quality 
was maintained in all business segments including consumer fi nanc-
ing business. 

The growth was attributed to Meezan’s expansion plan and direct 
sales strategies. 

SAUDI ARABIA
ICD joins IFSB fold
The Islamic Corporation for the Development of Private Sector (ICD) 
is now an associate member of the Islamic Financial Services Board 
(IFSB).

ICD, a member of the Islamic Development Bank, joins the 20 
associate members of IFSB, whose total membership stands at 164. 

Khaled Al-Aboodi, CEO and general manager of ICD, said ICD would 
add value with its role in the IFSB. 

MALAYSIA
RHB Islamic targets US$126 million
RHB Islamic Bank, wholly owned by RHB Bank, plans to raise RM400 
million (US$126.58 million) through Az Zahra Privilege Ladies Banking, 
an exclusive banking service aimed at high net worth women. 

According to managing director Jamelah Jamaluddin, it is open to 
women who fulfi l criteria, such as a minimum home fi nancing of 
US$79,114, minimum auto fi nancing of US$158,228 or minimum 
total combined deposits of US$15,823.

Following a soft launch in February, the Shariah compliant bank 
raised RM3.32 million in deposits and fi nancing. Jamelah said the 
projected amount is about 20% of targeted total deposits of the 
Shariah compliant bank for this year. 

www.maplesandcalder.com

Contact Tahir Jawed at +971 4 360 4070 
or e-mail: tahir.jawed@maplesandcalder.com

Offshore expertise
with a local presence.

The world's leading offshore law firm and the first to establish an 
office in the Middle East. Maples offers clients around the Middle 
East an unparalleled range of Cayman Islands and British Virgin 
Islands legal services, including advising on offshore Islamic 
finance structures such as sukuk transactions, investment funds, 
trusts and securitisations.

TURKEY
TAIB acquires PDF
TAIB YatirimBank announced on Wednesday that brokerage subsidiary, 
TAIB Yatirim Menkul Degerler, has completed the 100% acquisition 
of PDF Kurumsal Finansman Danışmanlık Hizmetleri in a cash and 
share transaction with PDF’s founding partners and shareholders.

Sanjeev Kathpalia, country head of TAIB Bank in Turkey, said they are 
proud to have the PDF team joining them to create “the strongest 
corporate fi nance offering in Turkey”. 

OMAN
NBO makes US$28 million
National Bank of Oman has reported a net profi t of OMR10.9 million 
(US$28.3 million) and an operating profi t of OMR12.7 million (US$33 
million) for the fi rst quarter ended the 31st March.

Operating profi t for the fi rst three months of 2008 increased by 49% 
compared to the year-earlier period. 
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www.IslamicFinanceTraining.com

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

Email: Andrew.Tebbutt@REDmoneygroup.com

CALENDAR  2008

Islamic Financial Markets, Treasury
& Derivatives

13 – 15 May, SINGAPORE

Islamic Financial Engineering & New 
Product Development
18 – 21 May, DUBAI

Refresher Day: Principles of
Islamic Finance & Investment

2 June, LONDON

Sukuk & Islamic Capital Markets: 
Product & Documentation

3 – 5 June, LONDON

Essentials of Islamic Finance
& the Islamic Finance Industry

16 – 18 June, JAKARTA

Key Legal, Documentary & Structuring 
Issues for Islamic Financial Products

1 – 3 July, KUALA LUMPUR

Islamic Financial Instruments 
& Structured Products

7 – 10 July, ZURICH

Accounting & Financial Reporting for 
Islamic Banking & Finance

14 – 16 July, ZURICH

 

presents

KUWAIT
Al Mazaya profi t surges 256%
Property developer Al Mazaya Holding has posted a record net profi t of US$47.74 
million in the fi rst quarter of 2008, a 256% increase from the US$12.37 million 
achieved in the previous corresponding period.

Earnings per share jumped to 12.79 cents, compared to 3.43 cents during the fi rst 
quarter of 2007.  

SAUDI ARABIA
Zakah and Waqf commissions set up
The Islamic Chamber of Commerce and Industry (ICCI) has established the 
International Zakah Commission and Waqf Commission. Support for the program, 
however, has been hampered due to the fact that businessmen see the chamber not 
as an investment opportunity but a charity and because of bureaucracy, said Saleh 
Kamel, chairman of ICCI board of directors.

The announcement was made during the chamber’s 24th general assembly. Saleh 
also announced the launch of Forsa Investment Company. The company, which 
plans to set up smaller companies in member states and re-sell them later, has a 
capital of US$100 million. 

Standard Chartered Bank has opened a new trading platform for the Middle East 
and Africa in the Dubai International Financial Centre (DIFC). 

The new trading fl oor hosts 200 seats and is the largest such facility in the region. 
The platform at the DIFC was previously hosted from London. 

StanChart trading fl oor at DIFC
UAE

MIDDLE EAST
ABN Amro certifi cates
ABN Amro has launched a four-year Shariah compliant investment product in the 
Middle East with a focus on the energy and basic resources sectors.

The Islamic Basic Resources and Energy Basket Yield Discovery Certifi cate is a 
100% capital protected certifi cate that pays an annual profi t rate of 15% based on 
the performance of the equity baskets within the related sectors. Some 400,000 of 
the US dollar denominated certifi cates will be issued at a price of US$100.

Scholars Muhammed Ali Elgari and Imran Usmani are on the Shariah board. 

BAHRAIN
IIFM reviews master agreement
Trends, opportunities and the future direction of the global Islamic fi nance industry 
will be highlighted at a series of sessions being organized in Bahrain by the 
International Islamic Financial Market (IIFM).

The special session, to be attended by senior executive board members of Islamic 
fi nancial institutions, will review the master agreement for treasury placement, a 
benchmark document that will be the fi rst standardized contract in Islamic fi nance 
and can be used by Islamic fi nancial institutions worldwide.

Participants will learn about the progress made with regard to two other initiatives 
currently being developed by the IIFM. 



www.islamicfi nancenews.com
NEWS BRIEFS

Page 5© 2nd May 2008

UAE
NBAD profi t up 45%
The National Bank of Abu Dhabi growth of 45% in fi rst-quarter 2008 
net profi ts over the previous corresponding period to US$238.3 
million.

NBAD also reported net assets were up 41% in March 2007, to a 
value of US$43 billion. 

SRI LANKA
Another branch for Amana
Amana Investments has opened a new branch in Akkaraipattu, 
bringing the total network to 14.

Head of operations Sahib Quvylidh said that the latest outlet is in 
tandem with Amana’s aim to execute development plans in the 
Eastern province of the country. 

QATAR
QNB, Bank Sohar ink facility deal
Qatar National Bank and Bank Sohar have agreed to provide a 
syndicated credit facility of OMR22.4 million (US$58.2 million) to 
Oman Investment and Finance Company.

The facility will be used by the company to meet its contract fi nancing 
requirement. 

BAHRAIN
Sabic gets nod for third Sukuk sale
Saudi Basic Industries Corp (Sabic) won regulatory approval to sell 
Sukuk worth as much as SAR5 billion (US$1.33 billion). The fi ve-year 
bonds will be denominated in dollar-pegged Saudi riyals.

The 10-day Sukuk sale starts on Saturday and ends on the 12th May. It 
is open only to nationals of Gulf Arab states, who must bid for at least 
SAR10,000 (US$2.7 million) worth, said Sabic, the world’s largest 
chemicals fi rm by market value.

HSBC Saudi Arabia and Calyon Saudi Fransi are joint lead managers 
for the sale. 

UAE
Mawarid acquires Al Jazeera
Mawarid Finance has acquired Al Jazeera Financial Services as part 
of its strategy to expand client base and products. Mawarid’s CEO, 
who is also chairman of the Al Jazeera board, said that this is the 
fi rst successful partnership with existing companies that Mawarid has 
committed itself to

Al Jazeera, formed in 2005, was a successful private equity company, 
and has more than 15,000 clients from all over UAE. It will continue 
to offer Shariah compliant fi nancial intermediation facility under 
Mawarid.

Mawarid is one of the investors of First Islamic Bank in Bahrain. 
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UAE
Another record for ADIB
Abu Dhabi Islamic Bank (ADIB), one of three publicly listed Islamic 
lenders in the UAE, posted its second-biggest profi t ever in the fi rst 
quarter after boosting income from lending.

ADIB’s net income in the three months to the 31st March — after 
distributing profi ts to depositors — rose 47% to AED244.25 million 
(US$67 million), compared to AED165.78 million (US$45 million) in 
the year-earlier period, the bank said.

Net income from lending jumped 31% to AED481.1 million (US$131 
million). 

BAHRAIN
Shamil launches Shariah savings scheme
Shamil Bank has launched Shamil Jawaher, a three-year Shariah 
compliant savings scheme structured under the Wakalah principle 
that targets a return of 6% per annum.

Head of private banking Abdul Hakim Khalil Al Mutawa said the plan 
is one of the few to offer returns that high and the only one offering 
profi ts before the end of the three-year tenure.

Subscription for Shamil Jawaher is open to those above 21 as well as 
institutional investors. It can be made in Bahraini dinars or US dollars, 
with a minimum initial investment of BHD1,000 (US$3,000) and in 
multiples of BHD500 (US$1,000) for additional deposits before the 
closing date on the 8th May. 

KUWAIT
Food fund kicks off with US$100 million 
Kuwait is to establish a food fund for the poor in Islamic countries, 
pledging to donate US$100 million to kickstart the initiative.

The proposed fund would also contribute to programs to increase 
agricultural production. Several Arab and Muslim capitals have 
witnessed protests by people demanding government intervention to 
ease the impact of rising prices of food. 

UAE
EIB profi t triples up to US$40.5 million
Emirates Islamic Bank, the Shariah compliant lender controlled by 
Emirates NBD, said fi rst-quarter profi t more than tripled on higher 
loans and fee income.

Net income jumped to AED148.6 million (US$40.5 million), from 
AED42 million (US$11.4 million) a year earlier, the bank said.

Income from fi nancing rose 73% to AED186.1 million (US$51 million), 
commissions and fee income almost tripled to AED95.5 million (US$26 
million) while costs rose 23% to AED87 million (US$24 million). 

UK
EIIB announces new division
European Islamic Investment Bank is to establish a private equity 
and corporate advisory department. The division will identify Shariah 
compliant opportunities for its clients, initially focusing on Europe, the 
Middle East and North Africa. Energy, agriculture, real estate, transport 
and support services are among the sectors it will look into.

EIIB is the fi rst independent Islamic investment bank to be approved 
by the Financial Services Authority. 

MALAYSIA
LOFSA annual report out
The Shariah compliant assets of Labuan International Business and 
Financial Centre (Labuan IBFC) increased by 36.9% to US$1.2 billion 
last year, according to the 2007 annual report released by Labuan 
Offshore Financial Services Authority (LOFSA). Some of the factors 
attributed for the increase are the interest from Middle Eastern 
investors in the region, and the effort from Malaysia, namely Malaysia 
International Islamic Financial Centre, to promote Shariah compliant 
funds and trusts.

There are four new listings on the Labuan International Financial 
Exchange, including a US$1 billion Sukuk issuance by Dar Al Arkan 
International Sukuk Company. 

BAHRAIN
Khaleeji rakes in US$33 million
Khaleeji Commercial Bank posted strong results for the fi rst quarter of 
2008. Net income increased by 213% to BHD12.6 million (US$33.4 
million) compared to BHD4 million (US$10.6 million) for the previous 
corresponding period.

Total assets at the Islamic bank grew by 187% to BHD308.5 million 
(US$818.4 million) and customer deposits increased by 130% as at 
end-March 2008. On an annualized basis, return on average assets 
was 17.4%, and return on average equity was 39.9%. 

YEMEN
Tadamon Islamic cleared for Bahrain
Yemen’s Tadamon Islamic Bank (TIB) has obtained a license to set 
up in Bahrain. 

The new banking fi rm will be known as Tadamon Capital Bank. It is 
one of fi ve Arab and foreign banks recently licensed by the Central 
Bank of Bahrain.

With US$50 million in capital, TIB is the largest Islamic bank and one 
of four Yemeni Islamic banks. 

UAE
DIB profi t up 31%
Dubai Islamic Bank, the UAE’s biggest Islamic bank, said fi rst-quarter 
profi t was up 31%, helped by rising demand for Islamic loans.

Net income advanced to AED556 million (US$151.4 million) from 
AED424 million (US$115.4 million) a year earlier, the bank said.

Financing and investment activities rose 29% to AED43.2 billion 
(US$12 billion), while total assets gained 24% to AED85.1 billion 
(US$23 billion). Customer deposits advanced 28% to AED66.3 billion 
(US$18 billion). 
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MALAYSIA
Microlink upgrades
Microlink Solutions is spending up to RM3 mil-
lion (US$951,811) on upgrading software that 
will enhance fl exibility to develop more serv-
ice-oriented products for Islamic investment 
banks. Director Peter Yong said the company 
hopes to roll out the program next year.

The company is keen to penetrate the Middle 
Eastern and Indonesian markets as more 
Islamic banking facilities will spring up in 
these two places. 

Yong, who spoke after the company’s annual 
general meeting, said that the company is 
looking into doubling the size of its foreign 
contributions within the next two years. 

KUWAIT
New Islamic investment company
Murabahat Investment and Real Estate Company has been set up 
with a capital of KWD15 million (US$56.52 million). Managing director 
and deputy board chairman Faisal Abdul Rahman Al-Mudlaj said the 
company will sell Shariah compliant products through a legal unit.

Murabahat aims to leverage on the investment opportunities in the 
region, as well as in Arab and Asian countries. Faisal said they will 
invest in low- and medium-risk ventures that offer good revenues.

Other plans include opening a real estate services fi rm with operations 
in the GCC and Egypt, where it is also keen to establish a holding 
company. 

NIGERIA
Investors await details
Investors keen on establishing a new Islamic 
banking system in Nigeria are waiting for the 
Central Bank of Nigeria to disclose regulatory 
details on Shariah compliant banking 
governance. Several of them made the trip 
to Nigeria Investment Promotion Corporation 
(NIPC) recently and formally requested the 
regulation details.

Mohammed Mustapha Bintube of Jaiz 
International, who headed the delegation, 
said that the African nation has the potential 
for growth in the fi nance sector, which is not 
limited to specifi c races or religions.

Mustapha Bello, NIPC’s executive secretary, 
said that the commission as well as the 
country would do their best to support the 
formation of an Islamic banking system. He 
added that existing Nigerian banks will likely 
participate in the system as well. 

Industry awards, like the investment markets themselves, can be 

extremely unpredictable. Exacting criteria, stringent vetting and 

mercurial judges all ensure there are no guaranteed winners until the 

results are announced. A situation every investor waiting for a fund to 

mature will be very familiar with. This, most recent win, was judged by 

all members of the global Islamic finance industry, no less. From some 

1,502 votes, against all our competitors, the readers of Islamic 

Finance News named us the Best Islamic Fund Manager in 2007. As 

has become our custom, we are delighted to pass on this award to 

everyone who invested in our Islamic funds. While winning 

awards is not our intention when investing our customers' hard 

earned money it is, we think, some justification that we're 

doing something right. And so for their unwavering belief in 

our funds and abilities we pass this back with honour 

and respect for their judgement.

Disclaimer: A copy of Prudential Master Prospectus dated 21 July 2007, Prudential Supplemental Master Prospectus dated 16 January 2008, Prudential Islamic 
Master Prospectus dated 15 July 2007 have been registered with the Securities Commission, who takes no responsibility for its contents. The Prospectuses 
are available from our offices and all authorized agents/ distributors or Prudential Fund Management Berhad. Please read and understand the contents of 
the Prospectus. The prices of units and distributions made, if any, may go down as well as up. Also consider the fees and charges involved before investing. 
Past performance of the Fund is no indication of their future performance. Units are issued upon receipt of a duly completed application form referred to in 
and accompanying the prospectus.

Prudential Fund Management Berhad (531241-U) 
Head Office - Level 12, Menara Prudential, 10 Jalan Sultan Ismail, 50250 Kuala Lumpur.   General Tel No.: 603-2052 3388  General Fax No.: 603-2070 6129  

To all those who had 
faith in our commitment 
to your beliefs, 
this is for you.

UAE
Islamic travel market booming
The Islamic travel market represents 10% of the global travel market, 
and is growing rapidly. Jonathan Worsley, conference co-organizer of 
the three-day Arabian Hotel Investment Conference scheduled for 
this week, said it is poised to be one of the fastest-growing hospitality 
segments.

Dubai-based hospitality group Almulla Hospitality recently launched 
its Shariah compliant hotel portfolio, comprising three brand tiers. 
The group has also announced plans to target development in Saudi 
Arabia, the UAE, Jordan, Egypt and Malaysia in the fi rst instance, 
followed by Thailand and Europe.

The Arabian Hotel Investment Conference will 
be held on from 3rd to 5th May. 



www.islamicfi nancenews.com
RATINGS NEWS

Page 8 2nd May 2008©

QATAR
QNB a recommended ‘buy’
Merrill Lynch has given Qatar National Bank a “buy” recommendation 
with a 12-month stock price estimate of QAR294 (US$81). The 
bank has strong deposit and in raising credit loss compared to the 
competition. Commercialbank, on the other hand, got a “neutral” 
recommendation with a price projection of QAR189 (US$52). 

UAE
Aldar is looking good
Abu Dhabi-based Aldar Properties’ outlook is stable, and its long- and 
short-term corporate credit ratings were assigned at ‘A-’ and ‘A-2’ 
respectively by Standard & Poor’s. The long-term rating was previously 
marked at ‘BBB-’.

The ratings mirror Aldar’s strong position in the local property 
development market, its large land bank, relationship with the 
government and the growing investment properties. However, 
the large amount of funding for projects, the high debt, its limited 
operating history and the risk of a slow local real estate market can 
provide restrictions which may affect future ratings. 

THIS TIME LAST YEAR
• The Pan-European Islamic Real Estate Fund purchased 
fi ve UK commercial properties worth £58.8 million 
(US$117.16 million).

• First Gulf Bank, ALDAR Properties, Surouh Real Estate 
and Reem Investments established the Shariah compliant 
Aseel Finance. 

• The Pakistani government announced the issuance of 
Sukuk for Pakistan International Airlines and Karachi 
Shipyard and Engineering Works. 

• Qatar Islamic Bank began studying the feasibility of 
establishing a mega commercial and investment bank in 
Sudan. 

• The Islamic Bank of Britain’s deposit base jumped by 
75% to £83 million (US$165.19 million), with its assets 
charting a 32% growth. 

• Barclays Capital topped the Islamic bonds Underwriter 
League Table for the fi rst quarter of 2007 due to the 
possession of 23% of the total market share. 

• The International Islamic Financial Market launched a 
focused program to develop benchmarks and increase 
standardization, specifi c to Islamic capital markets. 

• Maybank’s MBB US$300 million Islamic subordinated 
Sukuk was listed on the Labuan International Financial 
Exchange. 

OMAN
CI affi rms ratings at ‘A’
Oman’s long-term credit and short-term foreign currency ratings were 
affi rmed at ‘A’ and ‘A1’ respectively, an increase from the previous 
‘A-’ and ‘A2’. The ratings were assigned by Capital Intelligence. The 
outlook stands at stable. 

MALAYSIA
Tenaga redeems ABBA notes
RAM Ratings has received confi rmation that Tenaga Nasional fully re-
deemed its RM200 million (US$63.4 million) Al-Bai Bithaman Ajil Notes 
Issuance Facility (2001/2008) (“ABBA Notes”) on the 28th March 2008. 
As such, the AA1 rating of the ABBA Notes is no longer valid.

In the meantime, RAM Ratings will maintain surveillance on the AA1 
ratings of Tenaga Nasional’s RM200 million Convertible Redeemable 
Income Securities (2004/2009) and US$500 million equivalent 
Murabahah Medium-Term Notes Program (2005/2025). 

The long-term ratings have a stable outlook. 

MALAYSIA
CIMB’s positive outlook
CIMB Bank has been assigned with long- and short-term foreign 
currency issuer default ratings (IDR) of ‘BBB+’ and ‘F2’ respectively 
by Fitch Ratings. The agency also issued an individual rating of ‘C’, 
support ‘2’ and support rating fl oor of ‘BBB’. The outlook on the long-
term IDR is positive. Fitch has also affi rmed ‘BBB’ on CIMB Bank and 
CIMB Investment Bank’s subordinated debt ratings. 

The bank’s slowly improving level of NPLs, strong capital position 
and fi nancial profi le are refl ected on the ratings, although the current 
challenging environment may hinder further improvements. CIMB also 
has the support from the government should the need arises. 

MALAYSIA
AA3/P1 for Penang Port
Penang Port’s Islamic commercial papers/medium-term notes (ICP/
MTN) program, worth RM100 million (US$31.67 million), has been 
assigned AA3/P1 ratings by RAM Ratings. The outlook is stable. The 
feeder-port operator’s strong track record, business position and 
profi t performance are refl ected in the ratings. 

MALAYSIA
Talam SPV gets AA+IS, BB-IS
The rating of the RM13.3 million (US$4.2 million) Sukuk Ijarah Class 
B issuance by Ample Zone has been upgraded to AA+IS from AIS, 
while the company’s Class C Sukuk worth RM75 million (US$23.7 
million) has been rated BB-IS. The ratings were assigned by Malaysian 
Rating Corporation. The ratings mirror the improvement in collateral 
value that backs the Sukuk after the full redemption of the Class A 
issuance. 
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Recent news reports reveal that the rapid growth of Islamic banks 
in the Gulf region has now exceeded that of conventional banking 
facilities. In the fi rst quarter of this year, Al Rajhi Bank and Kuwait 
Finance House were among banks that reported high net profi ts of 
US$426 million and US$568 million, respectively.

Apart from the two Islamic banking giants that have ventured into other 
regions, smaller Islamic banks in the GCC also boasted satisfactory 
profi ts as at the 31st March 2008.

However, things are not so rosy for the Islamic banking sector in the 
Southeast Asian region. The market for Islamic banks in that part 
of the world is still very small, said Ambreesh Srivastava, a senior 
director of fi nancial institutions at Fitch Ratings.

Apart from Malaysia — whose Islamic banking is on par with the GCC 
region, thanks to its head start in Islamic fi nance in the early 1980s 
— not much can be said of other countries.

“Malaysia may be the only country in the region with a clear target on 
the relative composition of Islamic fi nance,” Ambreesh told Islamic 
Finance news in a teleconference with the media on the banking 
outlook for Malaysia and Singapore on Monday. 

However, this may not be enough to turn Malaysia into a major player 
in the global market. Before that happens, there are issues that need 
to be addressed, he added.

Ambreesh said the domestic players in Malaysia’s Islamic banking 
sector need to consider the issue of Shariah compliance standards, 
which “seem to change with almost each individual market”. The senior 
offi cial added that Islamic fi nance does not have a specifi c standard 
for Islamic law compliance, and there are different interpretations of 
what Shariah compliant banking means.

He pointed out that the Islamic banking laws in Malaysia are not 
recognized in the GCC. “The Islamic fi nance instruments from the 
country do not generate much interest from foreign investors, who 
do not consider the Malaysian standard of Shariah compliance to be 
‘Islamic enough’,” he said. 

He said that the current market position is huge on a domestic level 
only.

Ambreesh also claimed that the Sukuk market may face the same 
problem. “The issue of Shariah compliant standard regulations 
needs to be resolved. Until then, there will be some hindrance to 
its development, and Malaysian Sukuk will remain in the domestic 
market only,” he said.

The Islamic fi nance market is also getting crowded, with growing 
interest in Islamic fi nance all over Asia like Singapore, Indonesia and 
Hong Kong.

Although Malaysia will lose some business, and one wonders how 
long it can hold on to its position, it is still the leading country for the 
time being. 

By Elmira Azlan

GCC ahead of the pack
ASIA

AirAsia may be all about low-cost traveling. But it fl ies as high as any 
airline in terms of profi t. The Malaysian-based low-cost carrier reported 
a net profi t of RM245 million (US$76.8 million) between October and 
December last year — surging 73% from the year before.

With its excellent fi nancial track record, there is little doubt that the 
RM500 million (US$158 million) Sukuk it has been cleared to issue 
will be quickly snapped up by investors. Head of corporate fi nance 
at AirAsia, Aireen Omar expects the company to do as well as other 
Sukuk in the market — many of which have been oversubscribed.

“We hope that it will fare well. Certainly, KFH Malaysia (Kuwait Finance 
House [Malaysia], one of the guarantors for the Sukuk) was confi dent 
as they are taking quite a substantial risk, considering that it is board 
bill Sukuk — which means that they are buying the entire bulk from us 
and selling it to the market,” said Aireen when contacted.

She told Islamic Finance news the idea of issuing Sukuk started when 
AirAsia was approached by KFH. “We thought it was a good idea. We 
don’t need the cash but it’s always good to ensure that the company is 
liquid enough especially during challenging economic times like what 
we are facing now. It’s like strengthening our war chest,” she said. 

Sounds boastful? Maybe, but Aireen was merely stating the facts. 
AirAsia CEO Tony Fernandes revealed that despite heavy investments 
in purchasing larger aircraft, the company’s balance sheet is among 
the most liquid of any airline with cash balance and aircraft deposits 
amounting to RM913 million (US$289 million) as at August 2007.

She said AirAsia also agreed to issue Sukuk to get the local banks 
involved in its business and to promote Islamic fi nance, which is 
one of the country’s important agenda. “Introducing Sukuk gives us 
the opportunity to get involved with the local banks and allow them 
to understand the aviation industry and AirAsia. As you know, the 
majority of our aircraft loans involve offshore international banks… 
so this time around, it is nice to offer something with the local banks 
through specialized fi nancing.”

Apart from KFH Malaysia, two other local banks are involved. The joint 
principal advisers, lead arrangers and lead managers are Bank Islam 
Malaysia and KFH. The joint lead arrangers for the bank guarantee 
facility are Bank Islam, Bank Rakyat and KFH. 

When asked why the Sukuk was issued in the Malaysian currency 
instead of the US dollar, Aireen said it was a natural decision, 
considering that the majority of AirAsia business transactions are 
conducted in ringgit.

She added that the ringgit is most appropriate for the Sukuk as the 
airline is targeting investors from the local market. Aireen also said 
that there is no plan to list the Sukuk as they are targeting the private 
debt security market. 

So, thanks to AirAsia, now everyone can fl y, and do it in a Shariah 
compliant manner too. 

By Arfa’eza A Aziz

Sukuk helps AirAsia strengthen war chest
MALAYSIA
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As in many western nations, the awareness and availability of Islamic 
fi nancial services in Canada continue to grow, although still at a 
relatively modest rate. 

While some limited Shariah compliant products are available, there 
has been limited activity to date, and no major fi nancial institution yet 
offers a meaningful suite of Islamic fi nancial products or services.

However, given the burgeoning Islamic population in the country, the 
growing potential for Islamic fi nancial services in Canada is being 
carefully followed by local fi nancial institutions, regulators, government 
agencies, professional advisers and media outlets.

Much like in the UK, Canada’s Muslim population has experienced 
signifi cant recent growth — from an estimated 253,000 in 1991 
to between 800,000 and one million in 2006. By 2017, Muslim 
Canadians are expected to comprise 3.7% to 4.9% of the Canadian 
population. Moreover, the Muslim population, which is younger 
and more educated than the overall population, is concentrated in 
Canada’s largest cities.

Consequently, there is expected to be increased demand for Islamic 
fi nancial services in Canada in the coming years, potentially providing 
a tremendous opportunity for fi nancial fi rms prepared to serve this 
growing community.

Canadian fi nancial and economic marketplace
The Canadian fi nancial services marketplace is mature and heavily 
regulated. On the banking side, it is dominated by fi ve large and fi ercely 
competitive banking groups, which provide a broad range of retail and 
commercial services across the country. 

The life insurance sector is dominated by three large conglomerates, 
which also compete vigorously internationally and are Canada’s 
“international champions” in the fi nancial services world. Meanwhile, 
property and casualty insurance is dominated by Canadian subsidiaries 
of a small number of large foreign groups, although this sector is more 
fragmented, with more than 100 licensed insurers in the province of 
Ontario alone.

Further, Canada enjoys an environment of relative political and 
economic stability and has generally avoided the level of turmoil 
currently being experienced in the US with respect to subprime lending 
and restricted credit availability issues. 

A world-class regulator, the federal Offi ce of the Superintendent 
of Financial Institutions (Canada) (OSFI), regulates the solvency of 
most larger fi nancial institutions, including the large banks and life 
insurance groups while also regulating the market conduct of the large 
banks. The market conduct of insurance companies, meanwhile, is 
regulated at the provincial and territorial level.

Canada also benefi ts from a strongly multicultural and tolerant society, 
a rapidly appreciating currency, robust regulatory and legal systems, 

a neutral and balanced foreign policy and favorable tax treaties with 
certain Gulf states.

Activity to date
Despite signifi cant recent media coverage of issues related to Islamic 
fi nancial services in Canada, there has been limited meaningful 
activity to date. As reported in Islamic Finance news, an Ontario-based 
Islamic mortgage provider, UM Financial, has been indicating for some 
time that it expects to launch a suite of products in collaboration with 
a major Canadian fi nancial institution. No further announcements in 
this regard, however, have recently been made.

One of the large banks offers Shariah-linked notes through its private 
banking division. In 2004, it offered a similar retail investment product 
through its branches. The Co-operators mutual insurance group, 
meanwhile, offers certain limited Islamic insurance products. 

Islamic mutual funds have also been sold across Canada. Many of 
the products, however, have been short-lived, including a group of 
funds, offered through a leading mutual fund group, which were 
discontinued in 2006 with only C$6.1 million (US$6.03 million) in 
assets under management.

Overall, participation in the Islamic fi nancial services sector is still 
rather peripheral and limited, and no major fi nancial institution is 
offering a meaningful package of Islamic fi nancial services. It is 
suspected that the current signifi cant credit crunch and subprime 
mortgage exposures, although not as signifi cant an issue in Canada 
as in the US, are more pressing priorities for the larger Canadian 
fi nancial institutions.

A number of applications have recently been made to OSFI, however, 
for newly incorporated Canadian banks offering Islamic fi nancial 
services. While some of the applications are understood to be quite 
far advanced, they appear to be on hold pending the imminent 
report of a federal multi-agency task force, established last year to 
consider issues related to Islamic fi nance in the Canadian fi nancial 
services marketplace. 

Islamic Financial Services in Canada: Recent Developments 
and Long-Term Prospects

By Stuart Carruthers

continued...
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Islamic Financial Services in Canada: Recent Developments and Long-Term 
Prospects (continued...)

Interestingly, earlier this year, the Canada 
Mortgage and Housing Corporation (pic), a 
federal Canadian crown corporation, also 
turned its attention to the issue of Islamic 
fi nance in the Canadian marketplace, issuing 
a request for proposal for a research report 
on the subject. 

As previously reported in Islamic Finance news, 
the request generated some controversy and 
resulting media coverage, with UM Financial 

and others supporting the exercise and at least one other Islamic 
group in Canada criticizing the exercise.

Prospects
Canada still lags behind the UK, which is in turn still growing slowly. 
Major developments in Canada are likely some time away, although, 
as noted above, the demographic prospects are excellent. 

The same structural issues are present in Canada as were identifi ed in 
the UK by the Financial Services Authority’s November 2007 discussion 
paper in respect of developments in Islamic fi nance in that country. 
While there is signifi cant interest from a wide variety of stakeholders, 
the eventual products will need to be extremely competitive to achieve 
wide distribution in the Canadian marketplace.

Future activity will likely include one or more of the major international 
fi nancial institutions with Islamic windows offering retail home fi nance 
products in Canada, credit unions and mid-size banks offering home 
fi nance products in Canada, major existing Canadian banks breaking 
into the retail market, and, in the longer term, one or more newly 
established Canadian Islamic banks. 

Stuart Carruthers is 
a corporate partner 
in Stikeman Elliott’s 

Toronto offi ce. His practice is focused on international private M&A 
transactions and commercial matters, particularly insurance, 
reinsurance and related fi nancial services transactions and 
regulatory matters. He also leads the Toronto offi ce’s Islamic 
Financial Services working group. He can be contacted at (416) 
869 5600 or via email at scarruthers@stikeman.com
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MALAYSIA
Cagamas hits big time
All-round success for Cagamas MBS (CMBS) 
yesterday as its residential mortgage-backed 
securities of RM2.41 billion (US$694.72 
million) nominal value attracted a book size of 
RM9.10 billion (US$2.6 billion) from a diverse 
group of domestic and offshore investors, 
giving an over-subscription rate of close to 
four times.

Approximately 51.9% of the bids came from 
institutional investors, with the remaining 

coming from government agencies (22.6%), 
asset management companies (13.9%), 
insurance companies (11%) and corporates 
(0.6%) (see Islamic Finance news, Vol. 4, issue 
31, page 1 for more details).

Despite market jitters in the US sub-prime 
debt market, investor confi dence in the 
domestic asset-backed securities market was 
seen from both local and foreign fi xed income 
investors. 

SINGAPORE
Trust withdrawn
Arcapita Bank has withdrawn the proposed 
S$300 million (US$198.29 million) IPO of Ar-
capita Unit Trust in Singapore. The strength-
ening of private markets for wind and water 
assets has caused a widening of the valua-
tion gap between private and public markets, 
thus disrupting public market expectations. 

Arcapita thus believe that divesting assets via 
a listing would be sub-optimal at present.

The IPO had already been registered with the 
Monetary Authority of Singapore, and was 
slated to be the fi rst Shariah compliant busi-
ness to list in the country. 

MAURITIUS
Getting down to business
The Mauritian ministry of fi nance has passed 
the 2007/2008 bill on tax measures, which 
encompasses Islamic banking services. 

Rama Sithanen, the country’s minister of 
fi nance, elucidated: “Mauritius has a great 
opportunity to diversify its fi nancial sectors 
and provide foreigners with new services 

in the fi elds of wealth management and 
investment. Existing and new banks will be 
able to provide such services.” 

Rama added that Shariah compliant 
institutions are now able to carry out activities 
under the existing regulations and legal 
framework for conventional banks. 

GLOBAL
All-time Sukuk high
According to latest reports, the global Sukuk 
market is valued at US$24.5 billion as at the 
end of June 2007. This marks a 75% growth 
over last year. 

The Malaysian Sukuk market experienced a 

growth rate of 71.4%, while the international 
markets have expanded by 83.3% over the 
last year. Sovereign Sukuk issues also grew 
by 521% to US$4.4 billion, with Malaysian 
ringgit-denominated Sukuk accounting for 
70% of the market. 
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“Canada still lags behind the 
UK, which is in turn still growing 
slowly. Major developments in 
Canada are likely some time 
away, although, as noted above, 
the demographic prospects are 
excellent.”
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This article presents certain legal issues encountered in a particular 
leveraged buyout transaction to demonstrate and support the use of 
more effi cient, Shariah-based Islamic structures.

Islamic leveraged buyout transactions in the US generally combine 
a conventional loan with a fi nance lease to create an acquisition 
fi nancing often termed an Ijarah facility. The subject transaction 
follows that precedent, but in part. It should be noted that the writer 
served as counsel to the buyer, an Islamic private equity investor (the 
investor).

Credit crunch
The current credit markets turbulence imposed a host of challenges to 
the consummation of the transaction. Additional acquisition fi nancing 
became necessary and was ultimately provided by an Islamic bank (the 
Islamic bank). The resulting fi nancing structure, which interestingly 
arose as a result of signifi cant market pressures, is probably the most 
novel feature of the transaction.

The acquisition fi nancing was divided into three tranches. The fi rst 
involved the usual Ijarah facility, with a syndicate of banks and non-
bank lenders, lending to a special purpose entity (the funding vehicle). 
This structure has grown fairly common and thus this article does not 
delve into it in greater detail.

Because of the prohibition of riba, the Islamic bank could not be placed 
among the conventional lenders. Moreover, its fi nancing was required 
to be tradable. The conventional lenders preferred that a mechanism 
distinct from the fi rst sale-leaseback be utilized — and this was also 
of some comfort from an Islamic perspective since it furthered the 
distance from such banks and their loan transaction. 

Ultimately, we utilized concepts from the contract of Musharakah 
as well as Sukuk fi nancings. The key principle relied upon from both 
concepts is that joint owners of property are entitled to revenues 
derived from that jointly-owned property in the manner agreed upon 
(at least according to some Muslim jurists). 

Counsel proposed that the funding vehicle and an affi liate of the 
Islamic bank share in the ownership of certain assets. Both would thus 
be entitled to revenues derived from the assets.

Assets acquired by the investor from the seller of the business were 
sold to the funding vehicle and then separately leased back in two 

tranches. The fi rst asset tranche was linked to the payments due to 
the lender syndicate.

Income generated from the second tranche assets was payable to the 
Islamic bank, which purchased an ownership interest in these assets 
pursuant to a purchase and participation agreement.

The ownership of the Islamic bank in the second tranche assets 
was evidenced by a certifi cate, as is the case with Sukuk fi nancings 
generally, which (together with the aforementioned purchase and 
participation agreement) set forth the principal terms and conditions.

In addition to rental revenues under a second sale-leaseback, the 
Islamic bank, as a certifi cate holder, was also entitled to revenue 
generated in the event the assets were sold, such as in the event of an 
early acquisition, event of default or other circumstances appropriate 
to the terms of the fi nancing.

Because of the transfer of asset ownership, the Shariah board 
concluded that the certifi cates could be traded in whole or in part. 
Accordingly, the Islamic bank was named as an administrative 
agent under the purchase/participation fi nancing in anticipation of 
a multiplicity of certifi cate holders and to comfort the fi rst tranche 
administrative agent that it would not have to deal with a host of 
subsequent buyers.

This purchase/participation agreement, together with the certifi cate, 
was linked to the second tranche sale-leaseback in much the same 
way as the loan was linked to the fi rst tranche sale-leaseback. 

However, this purchase and participation was fundamentally 
deemed Islamic, unlike the loan. This also made the second tranche 
fi nancing structure more effi cient and simpler from the standpoint of 
documentation than the usual Ijarah facility. 

Each of the two fi nancing tranches (as well as the working capital 
facility) was supported with asset and stock pledges as well as 
guarantees. However, the assets jointly owned by the funding vehicle 
and the Islamic bank could not be pledged by the funding vehicle to 
support the loan given the Islamic bank’s ownership.

To have some assets carved out of the pledge created some level of 
discomfort for the lenders as they are accustomed to what we might 
term, loosely speaking, unrestricted security. Ultimately, the matter 
was resolved by persuading the banks to forego their usual broader 
security interest and to permit the assets owned (in part) by the 
Islamic fi nancier to be excluded from the security package made to 
support the loan.
The presence of multiple fi nancing tranches triggers the question of 

Developments in American Islamic Acquisition Financings
By Umar F Moghul

continued...

“To have some assets carved 
out of the pledge created some 
level of discomfort for the 
lenders as they are accustomed 
to what we might term 
unrestricted security”

“The presence of multiple 
fi nancing tranches triggers the 
question of priority”



www.islamicfi nancenews.com
COUNTRY REPORT

Page 13© 2nd May 2008

Developments in American Islamic Acquisition Financings (continued...)

priority which, in turn, raises considerable concerns from an Islamic 
legal perspective. As one might expect, the conventional fi nanciers 
providing the fi rst tranche of fi nancing sought priority over the Islamic 
fi nancier’s second tranche.

Initially, the Shariah board took the position that both the fi rst and sec-
ond tranche holders were sharing in the pledged collateral and, there-
fore, as “partners”, they were to share on a pro-rata basis without any 
preference, particularly because the context was one of bankruptcy.

Overturning results
The Shariah board did not, however, seek to overturn any result that 
might come about by operation of applicable local laws, namely by a 
party perfecting its security interest fi rst in time. 

Typical inter-creditor agreements where such matters are addressed, 
however, go beyond such cases to protect prior lien holders in seemingly 
all instances, even those in which they have failed to properly protect 
their own interests through no fault of others.

Ultimately, relying on Standard 4/2 published by the Accounting 
and Auditing Organization for Islamic Financial Institutions, priority 
between the tranches was established. This standard recognizes 
priority resulting from different registration of perfection timings and 
demonstrates the viability — from an authoritative source — of an 

interpretation of Shariah that allows priority in this context.

Nevertheless, careful drafting with regard to the inter-creditor 
agreements was still necessary to accommodate remaining Islamic 
legal concerns as well as those of conventional lenders as some 
customary provisions were rewritten or done away with.

While Islamic leveraged transactions have been used many times 
previously, they are fraught with complexity and ineffi ciency, among 
other things, but they continue as a response to increasing demand.

The innovation which took place in the course of developing and 
documenting the second fi nancing tranche is an important example 
and step in the search to address these concerns and to improve legal 
structures. 

Umar F Moghul is an 
associate at Murtha 
Cullina LLP, where 
he practices Islamic 

fi nance and investments, private equity and general corporate 
and fi nancial transactions. Umar is also a lecturer at the University 
of Connecticut School of Law, where he teaches Islamic law and 
jurisprudence.
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The Islamic fi nancial industry, while growing rapidly worldwide, has 
lagged behind in North America compared with either the Middle East 
and Malaysia and also western centers of the industry like the UK.

Most estimates of the number of Muslims in the US are between six 
and seven million people, representing 2% of the population. Many 
western countries like France and Germany (with 6.9% and 3.9% 
Muslim populations, respectively) lag behind the US in the provision of 
Shariah compliant fi nancial services.

In contrast, the UK, with Muslims making up only 2.7% of the population, 
leads western countries in putting the industry in a competitive 
position with conventional fi nancial institutions. This remains an area 
where regulatory challenges need to be overcome to provide Islamic 
fi nancial products that have as great acceptance as they do in other 
non-Muslim majority countries.

Home needs
Much of the development of Islamic fi nance in the US has focused 
on people’s largest purchase: their homes. Although no statistics 
are collected on homeownership rates among Muslims in the 
US, anecdotal evidence suggests that it is lower than Americans 
generally. This created a need for home fi nance products that are 
Shariah compliant.

The fi rst such institution was LARIBA, established in 1987 in southern 
California. The LARIBA home fi nance product is based on Ijarah wa 
Iqtina, in which payments are based on the rental cost of the house 
with additional payments made towards the principal amount.

In 2001, LARIBA began a relationship with Freddie Mac and in 2002, 
with Fannie Mae. Because LARIBA receives fi nancing from Fannie Mae 
and Freddie Mac, one requirement of which is the use of standard loan 
documents, it has attracted criticism that it is not Shariah compliant.

Other Shariah compliant home fi nance companies have likewise been 
criticized on similar lines (most also have a relationship with Fannie 
Mae and/or Freddie Mac) because the loan documents disclose the 
Annual Percentage Rate (APR) of interest on any loan products.

This remains a challenge to Islamic fi nance because, although the 
cost of the products can be easily converted into equivalent rates of 
interest, this often creates a barrier to acceptance of the products 
by Muslims.

Despite this criticism and requirement of APR disclosure, other 
fi nancial institutions have entered the Islamic home fi nance market 

in the US. Other companies include Devon Bank in Chicago, University 
Islamic Financial Corporation in Ann Arbor, Michigan, and Guidance 
Residential in northern Virginia.

These institutions offer home fi nance using three different means: 
Murabahah, Ijarah and diminishing Musharakah. In all cases, the 
equivalent interest rate is disclosed to clients to follow the US Truth 
in Lending Act.

Cooperative fi nancing
Perhaps the most interesting method of Shariah compliant home 
fi nance was originally used in Canada before being used in the US is 
cooperative home fi nance. The primary institution in the US using this 
type of fi nance is the Ameen Housing Cooperative in the San Francisco 
Bay Area.

In this type of home fi nance, there are investors in the cooperative who 
provide the capital used to purchase homes for other members of the 
cooperative, who are selected from a waiting list they can join once 
they invest at least US$20,000 in the cooperative.

Once the house is purchased, members buy back a portion of the 
value of the house owned by the cooperative each month until they 
own the house outright.

The advantage of this method of housing fi nance is that the other 
members who are not yet able to purchase houses receive a share of 
the earnings of the cooperative as a dividend on their shares in the 
cooperative. The disadvantage is that since fi nancing is dependent 
upon the cooperative having suffi cient assets to purchase additional 
houses for members, there is a long waiting list for members wishing 
to purchase houses.

In addition to home fi nance, there is one company that offers Shariah 
compliant commercial fi nance, Zayan Finance, based in New York. 
Zayan offers fi nancing on a larger scale, up to US$25 million, for 
commercial properties.

Islamic Finance in the United States
By Blake Goud

continued...

“Despite this criticism and 
requirement of APR disclosure, 
other fi nancial institutions 
have entered the Islamic home 
fi nance market in the US”

Ticker Year started Assets (US$ million)

Amana Growth AMAGX 1994 511.11 2/29/08

Amana Income AMANX 1986 266.81 2/29/08

Azzad Ethical Mid-Cap AEIFX 2000 3.52 12/31/07

Azzad Ethical Income ADJEX 2000 6.62 12/31/07

Iman Fund IMANX 2000 39.13 11/30/07
1 As at 29th February 2008; 2 As at 31st December 2007; 3 As at 30th November 2007.
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Islamic Finance in the United States (continued...)

The growth in Shariah compliant home fi nance has been surpassed 
by the growth in equity mutual funds. There are three fund managers 
based in the US using Islamic screens to create a universe of Shariah 
compliant equities from which its holdings are selected.

Apart from the Amana Funds, the remaining funds are all less than 
10 years old. They followed the development of the Dow Jones Islamic 
Market Indexes in 1999. The Dow Jones Islamic Market Indexes, now 
at 40 indexes with fi ve covering US equities, provide a benchmark for 
the Islamic funds industry.

The fi nal area of Islamic fi nance in the US, which has signifi cant 
potential if regulatory challenges are overcome, is Islamic banking. 
These regulatory challenges are created by a 
concentration of banking in regional banks.

Until the passage of the Ringle-Neal 
Interstate Banking and Branching Effi ciency 
Act in 1994, banks were prohibited from 
operating across state lines. Since the 
passage of the Act, there have been several 
large banks which operate in many states, 
but none of them have adopted any Islamic 
banking products.

The only Islamic bank in the US is the 
University Islamic Financial Corporation, 
which began operating in 2006. The fi nancial 
products it offers are limited to deposit, 
money market and certifi cate of deposits (CD) 
products, which are insured by the Federal 
Deposit Insurance Corporation (FDIC).

The returns on the products are based on the 
profi tability of the Shariah compliant assets of 
the bank, primarily home fi nance products.

Proactive regulators needed
Although the Islamic fi nancial industry is 
not yet well developed in the US, this has 
occurred in part because of restrictions faced 
by other banks, not by additional scrutiny 
from regulatory agencies.

As the industry develops wider scale 
internationally, one of the larger banks with 
a national or at least wider branch network 
may begin offering Shariah compliant deposit 
and home fi nance products.

Until this occurs, there are still issues of Shariah compliance (real or 
perceived) that need to be overcome by the existing institutions, hope-
fully with more proactive engagement from the federal regulators. 

Blake Goud is an executive director of the 
Institute of Halal Investing, a non-profi t think-
tank based in Portland, Oregon devoted to the 
demystifi cation of Islamic banking, fi nance 
and investing. He can be contacted via email 
at blakegoud@investhalal.org
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Islam as a religion guides all aspects of the lives of its followers. 
Hence, Muslims are required to conduct their economic affairs in 
accordance with the teachings of Islam.

The concept of screening companies before making investments in 
them is derived from the Shariah principle that Muslims should not 
partake in an activity that does not comply with the teachings of 
Islam.

For centuries, it has been the practice to seek the guidance of Shariah 
scholars on the permissibility of an investment or business venture. 
The practice, however, has evolved from an informal consultation with 
a local mosque leader to the development of a methodology approved 
by renowned religious scholars and used by fi nancial institutions 
around the globe.

Increased awareness of Muslim investors about opportunities 
offered by the foreign stock markets played an important role in the 
development of a coherent Shariah screening methodology.

Evolution of Shariah screening methodology
Under the Shariah, the ownership of shares in a company is considered 
a proportionate ownership of the company’s business and assets. 
Muslim investors therefore cannot own a company that is involved in 
non-Shariah compliant activity.

Non-Shariah compliant activities range from having a line of business 
that is considered impermissible (like in the arms industry) to dealing 
with “interest” while managing the fi nancial affairs of a company (for 
example, taking interest-based loans).

Due to the prevalence of the interest-based conventional banking 
system, most of the companies today end up dealing with interest 
even though it is not part of their major business activities. These 
companies would not qualify for Shariah compliant investments. Such 
a development kept the majority of Muslim investors away from the 
stock markets for a long time.

Cognizant of the situation and appreciating the important role of listed 
companies in an economy, a team of leading Shariah scholars came up 
with criteria in 1987 that would allow Muslim investors to own shares 
of listed joint stock companies. The team consisted of Muhammad Taqi 
Usmani of Pakistan, Prof Saleh Tug (Turkey) and Sheikh Mohammad 
Al-Tayyeb Al Najar (Egypt).

The premise behind the approach adopted by these scholars was that 
even for the companies whose line of business is permissible under the 
Shariah, it was almost impossible to conduct their fi nancial activities 
and fully comply with the principles of the Shariah. This meant that 
Muslim investors could not participate in an important component of 
the global economy.

It was important to carefully study the non-compliant elements in a 
company and fi nd the means and ways to avoid them or deal with them 
in a manner consistent with Shariah principles. The scholars presented 
the Shariah screening criteria and ruled that Muslim investors can 
purchase shares of the companies that fulfi ll the criteria.

The government of Malaysia, as part of its overall initiative to develop 
an Islamic banking and fi nance industry in the country, established a 
Shariah Advisory Council (SAC) in 1996.

The SAC’s primary task is to advise the Securities Commission on 
all matters related to the development of the Islamic capital market 
and function as a reference body for issues related to the Shariah. 
Soon after its establishment, the SAC issued a Shariah compliant 
securities selection methodology. The rationale and objectives of the 
methodology were similar to the one developed by scholars in the 
Middle East (ME).

Over the past 20 years, a majority of Shariah scholars worldwide 
have accepted the screening methodology and its rationale. There is, 
however, a minority of such scholars who think that only companies 
that fully comply with Shariah principles are eligible for Shariah 
compliant investments.

They contend that a shareholder of a company is considered a partner 
in the company. By becoming an owner/partner in the company, s/
he indirectly consents to and authorizes its non-Shariah compliant 
activities. These scholars do not fi nd suffi cient grounds to allow an 
exception in the well-established rule of Islamic law prohibiting 
participation in a non-Shariah compliant activity.

The proponents of a Shariah screening methodology argue that 
present-day joint stock companies are not similar to a traditional 
partnership where all the partners have an equal say in the business 
affairs. Hence, it is not appropriate to compare the two.

Moreover, the proposed screening methodology ensures that Muslim 
investors do not benefi t from any non-compliant activity of the 
company. Given the opportunity, they are also required to express 
their disapproval of such activities. A Shariah compliant investor never 
intends to either endorse or benefi t from a non-compliant activity.

Shariah screening criteria
The Shariah screening criteria provide guidelines to screen companies 
conducting non-Shariah compliant business activities. The criteria 
also exclude companies whose fi nancials do not meet the minimum 
acceptable levels.

The criteria have been developed with the ultimate objective of 
excluding companies that do not comply with Shariah principles. 
We will fi rst discuss in detail the screening criteria developed by the 
Shariah scholars in 1987. Subsequently, we will discuss the Shariah 
screening criteria of the Malaysian SAC.

A discussion on Shariah screening criteria would be incomplete 
without including the screening criteria endorsed by another important 
industry organization, the Accounting and Auditing Organization for 
Islamic Financial Institutions (AAOIFI).

 Business activity screens
The following business activities are not permissible under the Shariah. 
Hence the companies conducting these activities do not qualify for 
Shariah compliant investments:

Shariah Screening and Islamic Equity Indices
By Kamal M A Mian

continued...
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Shariah Screening and Islamic Equity Indices (continued...)

• alcohol, tobacco and pork-related products;
• entertainment (hotels, gambling, cinema/movie theatres, 

music, pornography and so on);
• weapons and defense;
• conventional fi nancial services (i.e. banking, insurance and so 

on); and
• biotechnology companies involved in human/animal genetic 

engineering.

The test a company must satisfy is that at least 95% of its gross 
revenues are generated by activities other than those mentioned 
above. Some Shariah scholars have also excluded the printing and 
media sector companies, excluding newspapers. Other sub-sectors 
that fall under “advertising and media” are reviewed on an individual 
basis to decide their acceptability.

A general reason for exclusion of companies from the above-
mentioned industries is that Muslims are commanded to participate 
in good things and work for righteousness. The products of many of 
the industries mentioned above have been specifi cally prohibited in 
Islamic teachings.

 Financial ratio screens
Islamic teachings do not allow participation in or benefi t from a 
transaction that involves interest in any form or shape. Hence, 
the companies that give or take interest do not qualify for Shariah 
compliant investments.

The purpose of fi nancial ratio screens is to exclude companies that do 
not comply with a minimum acceptable level of leverage, receivables 
and interest income. The fi nancial ratio criteria have evolved over the 
period.

A company would be acceptable for Shariah compliant investments if 
it meets the following criteria in terms of level of debt, receivables or 
impure interest income:

• total debts (non-Shariah compliant) should be less than 33% 
of the equity;

• account receivables should be less than 49% of total assets; 
and

• interest income from cash and interest-bearing securities 
should not be more than 5% of the total income. 

Kamal M A Mian is head of Islamic 
banking at Saudi Hollandi Bank. 
The above article is an excerpt 

from a longer essay featured in the book, Islamic Finance: A 
Practical Guide published by Globe Law and Business. It features 
insightful chapters by leading practitioners in Islamic fi nancing. For 
further details including a sample chapter, visit www.gbplawbooks.
com/isf or email Sian O’Neill at soneill@gbp.co.uk

ISLAMIC FINANCE: A PRACTICAL GUIDE

Contributing Editor: Rahail Ali
Publisher: Globe Law and Business (London)
Price: £110 (about US$217)
Availability: In stock
To order: Visit www.gbplawbooks.com/isf or email publisher Sian O’Neill at soneill@gbp.co.uk

The Islamic fi nance fi eld is enjoying an increasing number of books. But not enough are informative or worthy 
of time. Worse, many are just plain repetitive. Contributing editor Rahail Ali has assembled a collection of 
articles that provide a useful technical overview of the market and its components.

Rahail is a leading lawyer in the fi eld. Based in Dubai, the Lovells partner is called “Abu Sukuk” for his extensive work in the development of 
this fi eld. In his preface, Rahail points out, “Islam is a practical religion; theology has a part to play, but Islam is all about guidance for people 
in conducting their everyday lives.”

This philosophical approach, which is consistent with Islamic values, defi nes the book in its entirety. This makes the book a worthy contribution. 
Contributors like Rahail are active in the fi eld and capable of providing useful insights into the specifi c technical slice of the market assigned 
to them.

The book has six well-structured sections written mostly by lawyers, and a few by bankers. These cover Islamic Finance Overview, Equity 
and Funds; Finance; Capital Markets; Insurance; and New Developments. Beyond the overview, which covers well-trodden ground, the book 
breaks complex ideas down into terms and elements that are helpful to the business person or the lawyer.

The chapters tend to be short. They are easy to read. For instance, Imtiaz Shah’s Overview of Islamic Asset Management gives a concise 
background of the fi eld. Imtiaz provides examples of funds, their structures and the application of leverage. He includes diagrams. This is a 
useful technical introduction for investment managers seeking to enter the business.

The capital markets segment follows a similar pattern. The core of the section is Imran Mufti and Bilal Aquil’s user-friendly introduction to 
Sukuk and related legal issues. Imran is a senior associate and Bilal is a solicitor at Lovells. Both are in Dubai. They provide a clear overview 
of Sukuk issues with many helpful diagrams. — Reviewed by American Journal of Islamic Finance, April 2008
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In the world of fi nance, risk is inevitable. The higher the risk one 
takes, the higher the returns one may enjoy. Nonetheless, risk also 
exposes a person to losses especially in stock trading, where prices 
are volatile. This is where risk management is vital.

Dr Obiyathulla Ismath Bacha, an associate professor at the Kulliyyah 
of Economics and Management Sciences of the International Islamic 
University of Malaysia, put forth a proposal that provides an avenue for 
Shariah compliant fund managers to better manage their equity risk.

This article summarizes Obiyathulla’s paper entitled “Value 
Preservation through Risk Management. A Shariah Compliant Proposal 
for Equity Risk Management”, published in the European Journal of 
Management and Public Policy in 2004.

Obiyathulla began by defi ning risk and techniques to manage risk (on- 
and off-balance sheet methods) before proceeding to focus on equity 
risk and foreign currency risk. This article will focus on the equity risk 
section highlighted in the paper.

He fi rst explained the risk management tools available in the 
conventional space to manage to equity risk, shed light on Shariah 
issues regarding these instruments and fi nally proposed a portfolio 
insurance scheme that utilized the same logic as a conventional index 
put option that is Shariah compliant.

What is risk?
Simply put, risk refers to uncertainties in returns from an investment 
(technically referred to as standard deviation or volatility of expected 
return). Some common risks in the capital market include those 
related to market (equity risk), infl ation, interest rate, default, liquidity 
and foreign exchange, as illustrated in Diagram 1.

 
Diagram 1: Common risks prevalent in capital market

The central idea in risk management is to reduce risk (uncertainties). 
However, the fact that risk and returns are correlated makes risk 
management challenging. As Obiyathulla put it, “In reducing risk, one 
invariably has to sacrifi ce potential returns. Hence, the risk-return 
trade-off. The challenge is to protect the expected returns while 
simultaneously reducing or laying off the risks.”

Recall the risk-return trade-off — the higher the risk, the higher the 
return. As the central idea in risk management is to reduce risk, one 
cannot escape the fact that by managing risk, there will be a potential 
reduction in return. Thus the ultimate intricacy in risk management 
practices is to maintain the return while reducing the risk.

How to manage risks?
Equity risk (also known as market risk) simply refers to the fl uctuation 
in market price. Imagine buying a stock for US$5 that now trades 
at US$0.50. If an investor were to exit the market, he would have 
to absorb a loss of US$4.50 for every unit of the particular stock he 
holds. Equity risk thus causes capital (wealth) erosion and equity risk 
management therefore preserves the capital or wealth.

Generally, there are two broad methodologies to manage risks — on-
balance sheet and off-balance sheet methods. On-balance sheet 
methods involve restructuring the portfolio which includes diversifi ca-
tion and asset allocation strategies while off-balance sheet methods 
use external derivative instruments (including stock index futures [SIF] 
contracts and equity/index options) to manage equity risk.

Diagram 2: Summary of equity risk management tools available in the 
conventional space

Although the on-balance sheet methods are able to reduce risks, 
they have their limit, however. Systematic risk (i.e. risks not unique 
to companies such as economic conditions) cannot be diversifi ed. 
In asset allocation strategies, fund managers have to get both the 
composition and timing correct to beat the market. 

Due to this limitation of the on-balance sheet methods, coupled 
with the liquidity and cost effi ciency of the derivatives instruments 
(off-balance sheet method), the later has gained popularity in the 
conventional space.

The SIF enable the fund manager to manage overall equity exposure 
and reduce systematic risk via a short position in the SIF, for example. 
The SIF basically could help fund managers limit their downside 

Summary of Value Preservation through Equity Risk 
Management

By Shabnam Mokhtar

continued...
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Summary of Value Preservation through Equity Risk Management (continued...)

during a bear market. In addition, utilizing the portfolio insurance, a 
fund manager could use an index put option that will not only limit his 
downside risk (the maximum loss would be the option premium) but 
also enable him to enjoy any favorable movement in stock prices. This 
fl exibility inherent in the options feature has made it a key tool in the 
conventional equity risk management.

As for Islamic fund managers, they can only turn to on-balance sheet 
methods as the derivative instruments have yet to receive their Shariah 
compliance seal from the scholars. While Shariah compliant investors 
and fund managers face the same risks as a conventional fund, they 
have limited instruments to manage it. This, according to Obiyathulla, 
makes a Shariah compliant fund vulnerable to value loss and renders 
it less competitive.

“In a zero sum world, if we imagine two fi rms trading with each other, 
and one side is able to fully hedge but not the other, losses incurred by 
one will constitute the gains to the other. Wealth is being transferred 
from the ‘un-hedged’ to the ‘hedged’. Over time, this can have 
disastrous consequences on Muslim wealth creation,” the Boston-
educated academician highlighted.

Scholars have different views regarding the use of derivative 
instruments, with a majority of them prohibiting such use. Besides 
the usually cited reasons of riba and gharar, one common concern 
that led to this prohibition is the speculative nature of derivatives. 
It is therefore very important to ensure that any proposal curbs this 
speculative nature in order for it to obtain its Shariah compliant seal.

Islamic Equity Guarantee Corporation
Obiyathulla’s proposal did not engineer any form of Shariah compliant 
derivatives. Instead, he proposed the creation of an institutional body, 
the Islamic Equity Guarantee Corporation (IEGC), to facilitate the 
alteration of the risk profi le and equity portfolio. IEGC would perform a 
similar function to the Federal Deposit Insurance Corporation (FDIC), 
whereby IEGC would sell portfolio insurance to Islamic mutual funds, 
for example.

This portfolio insurance will work like a conventional index put option, 
where the Shariah compliant fund managers will receive a put 
certifi cate (with a maturity of one year, for example) in exchange for the 
premiums paid. If an Islamic fund experiences a decline in its portfolio 
value, the fund manager could exercise his put certifi cates by selling 
the insured part of his portfolio at the exercise price. The exercise can 
only be done once within the maturity period.

A number of issues arise from the proposal — how the premium will be 
determined, how this scheme would curb moral hazard and how IEGC 
would manage its exposure. The proposal suggests that the premium 

is determined based on the riskiness of the portfolio (portfolio Beta) 
and the face value of the amount to be insured.

There should also be a cap on the insured amount — 30%, for example. 
If an Islamic fund with a portfolio of US$100 million was insured at 
30%, then during the exercise of the put option, the fund would receive 
US$30 million in exchange for 30% of its portfolio. IEGC would now 
own 30% of the stocks in the portfolio. Losses beyond 30% would have 
to be absorbed by the fund holders. Therefore, the scheme utilizes a 
partial hedge mechanism.

With regard to moral hazard, as the premium is determined based on 
the riskiness of the portfolio, this will ensure that fund managers do 
not take excessive risk because a higher risk portfolio entails a higher 
premium. In addition, since it must be renewed upon maturity, any 
subsequent increase in portfolio risk would incur additional premium.

A partial hedge would also ensure the fund manager acts prudently 
as not the entire portfolio would be hedged. The fact that the option 
could only be exercised once deters the fund manager from exercising 
the option when there are small dips or there is a temporary downturn 
because once he exercises the option, the insurance will lapse and he 
would have to give up the portion of the portfolio insured.

And last but not least, IEGC must have in place mechanisms to manage 
the portfolio risks it takes from the Shariah compliant funds. If this risk 
transferred is not carefully managed, it could easily wipe out IEGC’s 
capital and drag it into failure. The fi rst step in managing the risk is the 
capping of the insured amount. 

This would put a limit to IEGC’s exposure. Next, IEGC would have to 
invest the premiums collected. The only difference is that it has to 
invest the premiums in assets that are not correlated with the equity 
movement like Sukuk, real estate, utilities, infrastructure and other 
projects because if IEGC also invests in the stock market, a market 
downfall would affect its premium investment and it will have problems 
reimbursing the Shariah compliant funds.

Value preservation crucial
As equity risk is a common problem to both the conventional and 
Shariah compliant funds, it is important to develop a more fl exible, 
effi cient and effective risk management tool for Shariah compliant 
fund managers. The proposal put forth by Obiyathulla aims to strike 
a balance between prohibiting speculation and meeting genuine 
hedging needs to preserve the value in a Shariah compliant fund. 

Why is value preservation important? “The current inattention to risk 
management, in particular, equity risk can have serious long-term 
implications on the overall economy. The inability to hedge equity 
risk and the resultant losses would cause money to be diverted from 
capital markets and into non-tradable assets such as real estate or, 
worse, gold, jewelry and the like.

This stunts capital market growth, denies businesses easy access 
to capital and allocates resources to non-tradable assets that are 
amenable to asset bubbles. “Money capital goes not into producing 
goods but into ‘safe’ but ‘dead’ assets. The result would be prohibitively 
high cost of capital for businesses, rendering the overall economy 
uncompetitive. Thus, there is an economic and social cost to ignoring 
risk management,” Obiyathulla concluded. 

“While Shariah compliant 
investors and fund managers 
face the same risks as a 
conventional fund, they have 
limited instruments to manage it”
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The Muslim world today is in a stage of crisis fi nancially, economically 
and socially. Many commentators are predicting riots and social 
unrest will take place in developing countries due to food prices rising 
and oil prices rocketing past US$100 per barrel.

Social unrest has already started in many parts of the Middle East 
and the consequences are far reaching. The main causes are the 
shortages of stable food due to bad harvest brought about by drought, 
particularly in China and Australia, forcing producers to hoard their 
crops to satisfy local demand.

Undoubtedly, rice is considered a staple by more than half of the 
world’s population and the diet for millions of people who will also be 
adversely affected. There is some indication that the increase in rice 
prices could reach 40% in coming months that has matched sharp 
infl ation in other key food products.

For instance, in Bangladesh, damaged crops due to fl ood led the 
government to import 400,000 tonnes of rice from India and to sell 
below cost on the open market in a bid to ease spiraling prices. The 
move comes amid reports that people have begun stockpiling rice due 
to rocketing prices, which have doubled in the past year. No thanks to 
global warming, forests have been destroyed. Infl ated food prices have 
affected millions who are needy.

Power crisis
Regrettably, many of those in power don’t often question why suddenly 
we have a food crisis and who is to blame. Are we experiencing a clean 
energy scam — as claimed in the Time issue of 7th April 2008 — or 
seeing a myth of so-called eco-friendly fuel (ethanol) as alternative 
sources of energy that would lead to more human suffering due to 
hunger and starvation that will also affect world security?

This is already happening in some Muslim countries. The matter is 
serious and complex to handle at the same time. Some commentators 
believe we are on the verge of a new era that is creating new confl icts 
to reduce population explosions in the Muslim world — this time it will 
be called “food and water confl icts”.

Naturally, food and water are basic needs for human survival but 
sadly, are we ready for that or not? The answer is not because we are 
consumer and not producer economies. 

Most of our staples are imported and therefore, we have not prepared 
ourselves for such a crisis in our history and this is causing many 
countries uncertainty on what to do next. The current scenario is an 
alarming development that can get worse and out of control in the 
coming months.

Those in the west have decided that oil price increases are hurting 
their economies and therefore alternative sources of energy is the 
answer. They come up with innovative products — biofuel technology 
— which hurt not only poor consumers in Asia by driving up crop prices, 
but are also failing to help the region’s farmers who have not been 
able to tailor production to cash in on the boom.

Sadly, many poor rural farmers have not seen the benefi ts of biofuel 
production and have been left behind. According to Time in the 
abovementioned issue, several new studies show the biofuel boom is 
doing the opposite of what its proponents intended. It is accelerating 
global warming; even corn ethanol, which was always environmentally 
doubtful, is turning out to be environmentally catastrophic. Social 
disaster looms on the horizon.

Food security efforts
From the pessimistic scenario presented above, we need to come up 
with a model (based on the Islamic microfi nance mode of fi nancing) as 
to how Muslims can achieve food security without relying on others.

Ultimately, there is an urgent need for Islamic fi nance with social 
responsibility to get Muslim thinkers (some of whom are living in the 
west) to form a “think tank group” and discuss such critical matters 
that affect humanity and come up with an action plan rather than rely 
on others to fi ght hunger.

There are many talented and experienced Muslims who have become 
successful entrepreneurs in agricultural farming and technology, 
Islamic microfi nance, venture capital and problem solvers. They can 
help in the search for practical solutions to safeguard the lives of those 
suffering from hunger. 

Can IFSR Ease Human Suffering in the Muslim World?
By Dr Saad Al-Harran

Dr Saad Al-Harran is a senior lecturer in Islamic 
microfi nance project at the Centre for Islamic Banking, 
Finance and Management (CIBFM), Universiti Brunei 
Darussalam (UBD). He has more than 26 years’ 
experience in the fi eld of Islamic microfi nance in 
Sudan and Malaysia, and has published four books 

and many articles on the subject. The views expressed are his own 
and do not refl ect those of CIBFM or UBD. He can be contacted at 
+673 862 7316 or via email at salharran@gmail.com.

Islamic microfi nance can help these childen fi ght hunger

“Regrettably, many of those in 
power don’t often question why 
suddenly we have a food crisis 
and who is to blame”
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The Islamic fi nance industry, if it is committed to greater poverty alleviation and social equity, needs to promote the 
greater development of microfi nance. Our non-profi t organization believes that a non-denominational microfi nance 
based on Murabahah leading to Musharakah provides the best way to provide microfi nance while introducing 
innovation in the microfi nance area.

By promoting non-denominational microfi nance, Islamic fi nancial institutions will be able to both promote economic 
development and a greater understanding of the Islamic fi nancial system among both Muslims and non-Muslims. 

This will reap the dividends of greater awareness of the industry that is necessary to provide for future growth. The use of Shariah-based 
group microfi nance involving Musharakah will also promote greater understanding about how Islamic fi nancial institutions can implement 
profi t-and-loss sharing instruments that are more diffi cult to do successfully when lending to individuals.

BLAKE GOUD: Executive director, Institute of Halal Investing

Islamic fi nance industry can promote micro and SME fi nancing by entering joint venture arrangements 
between banks and customers; for example, via Mudarabah and Musharakah contracts. Such contracts 
should alleviate the burden on customers to raise required (equity) capital, which has been a depressing 

factor in growing business in the microfi nance and SME sectors.

The Islamic fi nance industry should examine ways of providing self-liquidating fi nancial facilities on the lines of trade fi nancing and cash 
management products. This would allow Islamic fi nancial institutions to take short-term manageable credit risk exposures, and at the same 
time, allow microfi nance/SME customers to raise needed working capital fi nancing.

ASIM M BASHARULLAH: Head, corporate and investment banking, Al Rajhi

In a poll conducted recently, it was found that over 70% of the people polled (Muslims in many Muslim & Gulf 
countries) feel that Islamic banks are for the RICH!! The Quran teaches that wealth should be reinvested and it states 
“you should not circulate money amon you the rich and the rulers” in order to establish an elite leadership of the rich! 
Unfortunately, that is not the case these days.

Islamic banks should start from the grassroots of the communities by working as what the US has; community banks, that gather the assets 
and reinvest such assets back in the communities. In addition, there should be a regulatory body — maybe the Shariah Board and local 
bank regulators — that makes sure of the implementation of a regulation that is available in the US called CRA (Community Reinvestment 
Act), which not only checks on the reinvestment back in the community but also the even-handed fl ow of fi nancing to all social layers from 
the poor to the rich in a fair way.

DR YAHIA ABDUL RAHMAN: Founder, the LARIBA System

By its nature, Islamic fi nance is very suitable for microfi nancing-type projects. The investments are typically 
in a tangible business venue and have a high level of social responsibility attached to them.

There is a wide range of structures in Islamic fi nance that lend themselves to microfi nance initiatives, with partnership contracts such as 
Musharakah and Mudarabah potentially being the most suitable. Microfi nanciers tend to have a close relationship with their clients, which 
makes partnership ultimately viable. The bank will not only supply money but also the expertise related to the setting up and successful 
running of a company. It is highly likely that the client will initially only put in expertise and take their profi t share.

However, from experience with conventional microfi nance, it appears that the entrepreneurs are likely to want to obtain full ownership over 
their business which could become a feature of the contract. Looking at a US$100 investment, a suggested structure could be as follows:

• Bank invests US$100 and receives 40% of the profi t for their input of both capital and expertise
• 20% of the profi t is held by the bank in a savings account that can be used as a buffer for unforeseen circumstances or to purchase 

units in the partnership from the bank
continued...

What more can the Islamic fi nance industry do to promote microfi nancing, and what products are required?
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• 40% of the profi t is paid directly to the entrepreneur.

The advantage of this is that it provides a form of security to the entrepreneur and encourages savings to be built up. The entrepreneur 
should, however, be free to use other funds (e.g. excess profi ts) to repurchase units.

DR NATALIE SCHOON: Head of product management, Bank of London and the Middle East

There is minimal Islamic microfi nance at present, as major institutions such as Grameen Bank of Bangladesh provide 
only conventional loans. Islamic products such as Murabahah, Ijarah and diminishing Musharakah can be used for 
microfi nance, and there are some examples of this in Syria, Yemen and the Sudan.

The challenge with microfi nance is to ensure it is sustainable and that the administrative costs are not excessive. With small amounts of 
fi nance, the costs are higher per unit of funding than they are for large amounts.

Usually, microfi nance requires a subsidy to be viable. Waqf endowments could be used for such subsidies, as could zakat receipts, but 
structures for this have yet to be developed.

Too often, there is a rather idealistic approach taken by some of the advocates of expanding microfi nance, but the challenges are practical. 
The aim is to lift the benefi ciaries out of poverty so that they can qualify for cheaper collateral-based fi nancing. This is diffi cult to achieve, 
and even Grameen Bank has only enjoyed limited success in this regard.

PROFESSOR RODNEY WILSON: Director of postgraduate studies, Durham University

Islamic fi nance is based on shared risk and return, making microfi nance a natural market to lead with by investing in 
capital and sharing management expertise. The Islamic fi nance industry must continue to develop profi t loss products in 
the microfi nancing area.

The Islamic fi nance industry should take the lead by placing a benchmark of 10% of assets to be used for microfi nancing 
projects. With excess liquidity and shareholders’ expectations, most Islamic fi nancial institutions focus on more lucrative higher returns and 
larger deals which leave out the microfi nancing industry.

OMAR KALAIR: CEO and president, UM Financial Canada

I have been working for three years with a Scottish charity — Nordic Enterprise Trust — on our “Hanseatic Microfi nance Initiative”, 
which has been part funded by the Norwegian government.

This initiative is aimed at the “micro” scale enterprises which are pervasive around the Nordic and Baltic Seas, and the EU’s 
“Northern Periphery”, but the resulting tools are of general application.

We have developed two partnership-based mechanisms: the “Guarantee Society” and the “Capital Partnership”, both using the UK Limited 
Liability Partnership (LLP) as a cross-border framework.

The former consists of a mutual guarantee of bilateral interest-free “trade” credit, backed by provisions made into a “Default Pool”. The latter 
consists of revenue or production sharing between investors and users of investment in respect of productive assets — in particular property 
and renewable energy projects— held in trust.

Both of these mechanisms will be operated on a “Not for Loss” basis by partner service providers and both will be immediately recognizable 
by Muslims as the basic building blocks of Islamic fi nance.

And of course, both are entirely unaffected by the ongoing “credit crunch”.

CHRIS COOK: Principal, Partnerships Consulting

continued...
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The Muslim world is at a crossroads today due to the food crisis and soaring energy prices that have adversely affected 
millions of underprivileged people. Therefore, Islamic fi nance needs a paradigm shift from short-term (Murabahah which is 
dominating the current practice of most Islamic fi nancial institutions) to long-term Mudarabah and Musharakah fi nancing, 
which I shall refer to as ‘Islamic Finance with Social Responsibility (IFSR)’.

We are of the opinion IFSR can work in cooperation and calibration with other microfi nance training institutions in the 
west in the fi elds of social capital, microfi nance equity business ventures and environmental protection non-governmental 

organizations by sharing their knowledge, experience and expertise so that each institution can benefi t from the other in safeguarding 
humanity against future social disasters due to food crises and climate changes.

Therefore, Islamic fi nancial institutions today are in the spotlight because of the many people who seek practical solutions to the food crisis 
in the Muslim world and are keen to see them as social vehicle organizations that can offer mankind in Africa, Asia and the Middle East 
hope to ease their daily suffering.

IFSR needs also to train youth who are mostly unemployable by making them employable so that they can be an active change in their 
economies as they become venture capitalists and industrialists.

IFSR needs also to use Salam fi nancing (SF) to help farmers in Asia, Africa and the Middle East grow rice and wheat, and at the same time 
to give them cash to start their endeavor. That needs to be closely monitored and followed up by qualifi ed local marketing companies.

We believe SF can be a powerful fi nancial vehicle to empower the underprivileged in the Muslim world to produce cash crops, which would 
also require the building of rice and wheat silos in order to manage the distribution and marketing network effectively and effi ciently to ease 
their plight.

At the end of the day, IFSR should invest in skilled manpower, new ideas and venture capital to create a new breed of professional Muslims 
who can manage risk effi ciently and share wealth reasonably.

DR SAAD AL-HARRAN: Senior lecturer, Universiti Brunei Darussalam, Brunei

Islamic fi nance has an undeniable social dimension. Microfi nance targets those groups of the 
population that have the greatest need of fi nancial assistance and that moreover have the least 
access to the regular fi nancial resources.

In some local markets, the local Islamic banks use such facilities to branch out deeper into the country to places that are not as yet open for 
regular banking. An increased penetration of fi nancial services raises the rate of economic growth and reduces poverty.

It could be that people refrain from seeking fi nancial services for fear of breaching their religious beliefs, so product education is primordial 
in those (mostly rural) areas. Furthermore, efforts should be made to convince local governments to provide for a regulatory framework for 
smaller-sized rural banks that could engage in small-scale microfi nance projects.

So far, the Islamic fi nance industry has not made too big an effort to promote the evident responsibility. Every Shariah governance report 
of any respectable Islamic bank should mention the specifi c program developed for this issue. In order to reduce transaction costs, 
establishment of separate fi nancial entities could be envisaged.

PAUL WOUTERS: Partner, Bener Law Offi ce

Islamic microfi nance is one area that demands increased attention from Islamic fi nance industry, regulators and governments 
to ensure that the fruits of Islamic banking are also available to the lower segments of the society. This is also in line with 
the objectives of Islamic fi nance to create an equitable and just economic system and fair distribution of wealth.

The possible options available specially to the Islamic banking industry to enter this area could be as follows: 1) establishment 
of a microfi nance cell/department within the existing framework; 2) establishment of separate counters/branches for 
microfi nance; 3) establishment of separate subsidiaries for microfi nance; and 4) creating linkages with non-governmental 

organizations operating in this sector. All of the above options have their pros and cons and before entering into this fi eld, an Islamic fi nancial 
institution needs to carefully evaluate their possible options.

BENER LAW OFFICE
Istanbul – Turkey

continued...
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However, one important aspect is that microfi nance requires a different type of mindset and a different approach toward the customers. This 
approach is radically different from commercial or investment banking; you are not looking at the collateral or security structure or fi nancial 
but the main focus is the individual you are fi nancing and social collateral around him. 

The institution providing microfi nance should take a holistic approach by not only just providing fi nance to the microfi nance customers but 
also create an enabling environment that will provide him or her with the linkages to the market supported by education, vocational training 
and basic healthcare facilities.

Islamic banks must come forward to fulfi ll their social responsibility in this area and even they could explore the use of ‘charity funds’ to 
provide interest-free micro-loans and undertake projects of social uplift for microfi nance customers.

Moreover, Islamic banks can use products like Murabahah and Ijarah to fi nance the customers. Small-scale Musharakah and Mudarabah 
can also be entered into for simple businesses like small shops, car-repair centers, vegetable sellers and so on. Islamic banks can also offer 
small savings products to encourage a savings culture among the microfi nance customers.

In addition, Takaful companies can also play an important role by providing micro-Takaful for the fi nancing amount and life Takaful products 
linked with Islamic fi nancing products.

To conclude, I would like to add that the area of microfi nance has great potential for Islamic banks both from the ‘purpose’ and ‘profi t’ points 
of view and we should give this area some serious thought.

AHMED ALI SIDDIQUI: Vice president and manager, product development and Shariah compliance, Meezan Bank Limited

Next Forum Question

A leading scholar recently contended the US subprime crisis could have been prevented if Islamic principles had 
been applied in the international fi nancial markets. Do you agree? And what measures could have been taken?

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, 14th May 2008.

• Why is it necessary and why should we be interested • Key differences between conventional and Islamic products 
• What is Shariah and its role in Islamic fi nance • The size of the industry today and the potential growth 

• Who are the main players and markets • The differences between GCC and SE Asian markets 
• Where is Indonesia now with regards to Islamic fi nance? • Regulatory requirements and tax issues 

• Recent Developments in Islamic fi nance at home and abroad • Indonesia’s future role and prospects in Islamic fi nance 
• Indonesia in Asia / GCC / Rest of the world • Investing in Islamic products: Where is the market? 

• The future: Overcoming challenges to ensure the success of Islamic fi nance in our market

OFFICIAL INFORMATION PROVIDER

Topics to be discussed:

REGISTER NOW FOR FREE
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SPONSORS MEDIA PARTNERS

Jakarta

7 2008, Hotel Mulia SenayanMayth
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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 joined Perbadanan Tabung Amanah Islam Brunei (TAIB), the fi rst Is-
lamic fi nancial institution established in Brunei, and a statutory body 
having savings and fi nancing businesses, in 1991.

Then in 2000, I was directed by the management of TAIB to head its 
subsidiary company, Takaful operator Insurans Islam TAIB.

What does your role involve?
As the managing director, I represent our company in media interviews, 
together with our team in strategic planning and marketing.

I am also a member of the Insurans Islam TAIB board of directors. I 
represent the company in every board meeting and Shariah Council 
Meeting.

What is your greatest achievement to date?

It is to lead Insurans Islam TAIB. It is an honor given by our parent com-
pany to lead our company. It is such a privilege to lead and observe our 
company’s transformation from what we were to what we are here today.

I deserve only a fraction of the credit, the rest should go to all Insurans 
Islam TAIB staff, who have been very hardworking and are willing to 
undergo changes.

(To date Insurans Islam TAIB has a workforce of 55 people and operating 
through 10 branches and counters throughout Brunei - Editor’s note)

Which of your products/services deliver the best 
results?

Our motor Takaful scheme and mortgage Takaful plan have been the 
two most successful products so far. Packaging and value-add on 
these products have attracted the public.

The emergency road assistance and fi re Takaful scheme have been 
packaged to these products respectively and have been giving more 
value to Takaful participants.

What are the strengths of your business?

We have the experience and a good team in our company who 
responded to change and have the passion to promote Takaful.

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

Our commitment to good causes and values, teamwork and our 
eagerness to keep looking for solutions and noticing what’s around 
the corner. It is ingrained in each staff member to be a go-getter and 
not be complacent.

What are the obstacles faced in running your 
business today?

Actually, it is the mindset of the public on their perception of insurance 
and Takaful, as a whole. Brunei is a welfare state. The government 
takes care of the people’s education and medical needs. Therefore, 
the penetration of medical insurance and Takaful is very low. So, family 
Takaful products are very low here compared to other countries in the 
region. Of course, we are thankful to have such a benevolent state 
but at the same time, this is our obstacle. So we try to overcome this 
with our Takaful awareness programs in order to educate the public 
on the importance of Takaful. I always stress the benefi ts of Takaful 
and emphasize the importance of protection and savings for the future 
which may not be as rosy as today. 

The increase in the compensation culture is also one of the obstacles 
in the business today. We have had quite a few run-ins in court with 
‘ambulance chasers’ lately!

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

More Takaful and reTakaful companies being rated internationally. 
And I see the Takaful market continuing to grow with better regulations 
and standards.

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

TRUST. I mean more trust among the practitioners. Be more open and 
go back to the principles and fundamentals of why we practice Islamic 
fi nance in the fi rst place. 

I believe it is not merely the business transactions but to fi nd Allah’s 
blessings and the sincerity to help the ummah. 

Name:

Position:

Company:

Based: 

Age:

Nationality:

Osman Jair

Managing director

Insurans Islam 
TAIB

Bandar Seri 
Begawan

41

Bruneian

Insurans Islam TAIB was 
incorporated in March 1993 
and is the fi rst Takaful company 
to be established in Brunei 

Darussalam. The wholly owned subsidiary of Perbadanan Tabung 
Amanah Islam Brunei offers both general and family Takaful 
products. 
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INSTRUMENT
Sukuk Musharakah Medium-Term Notes I Program (IMTN I) and Sukuk Musharakah Medium-Term Notes II 
Program (IMTN II)

ISSUER Lingkaran Trans Kota Sdn Bhd (Litrak)

PRINCIPAL ACTIVITIES
Litrak is a company involved in the designing, constructing, operating and managing of toll highways. It is the 
concessionaire of Lebuhraya Damansara-Puchong, a highway in Kuala Lumpur.

BOARD OF DIRECTORS
Ir (Dr) Wan Abdul Rahman bin Haji Wan Yaacob, Ir Haji Yusoff bin Daud, Lin Yun Ling and Saw Wah Theng 
(alternate to Lin Yun Ling)

DATE OF LISTING Not listed

ISSUE SIZE RM1.145 billion (US$363 million, IMTN I) and RM300 million (US$95 million, IMTN II)

DATE OF ISSUE 15th April 2008

MATURITY Ranges from fi ve to 15 years

AUTHORIZED PAID-UP 
CAPITAL

As at 31st January 2008, RM50 million (US$15.8 million) comprising 50 million ordinary shares of RM1 each 
(US$0.32)

IDENTIFIED ASSETS Concession agreement

LEAD ARRANGER Aseambankers Malaysia (Aseambankers)

LEAD MANAGER Aseambankers

LEGAL COUNSEL Albar & Partners

LISTING/LAW Law of Malaysia

PRINCIPAL ADVISER Aseambankers

TRUSTEE Malaysian Trustees

SHARIAH ADVISER Maybank Islamic

METHOD OF ISSUE Private placement on bought deal basis

PURPOSE OF ISSUE

The proceeds raised were utilized for the following:
i) to redeem Litrak’s existing debts; and
ii) to fi nance the existing and future upgrading works on Litrak’s concession asset and for working capital 

purposes.

RATINGS AA2 for both IMTN I and IMTN II by RAM Rating Services

Litrak Sukuk Musharakah IMTN I and II

For more termsheets, visit www.islamicfinancenews.com
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SAUDI ARABIA
Prudential, AlJazira setting up JV
The Capital Market Authority has consented to Prudential Asset 
Management and Bank AlJazira setting up their joint venture, 
Prudential Jazira Asset Management. The Jeddah-based company 
will manage and advise on custody services in the securities 
business. No information has been disclosed about the stakes by 
each company.

The companies are also planning a Takaful JV in Saudi and signed a 
memorandum of understanding last year. It had been reported that 
AlJazira’s Islamic insurance arm, Takaful Taawuni, will represent the 
bank in the JV, with Prudential holding the majority of shares. 

UK
Prudential marks overall growth
Prudential saw increased groupwide insurance sales of 13% in 
the fi rst quarter, helped by strong growth in its Asian division, to 
GBP729 million (US$1.44 billion). Sales in Asia were up by 30% 
to GBP375 million (US$743 million) owing to the popularity of its 
Shariah compliant products especially in Indonesia and Malaysia.

In the UK, growth of 4% to GBP189 million (US$375 million) was 
also reported. Sales in the US, on the other hand, fell 7% to GBP165 
million (US$327 million) due to current unfavorable economic 
conditions and intense competition. 

UAE
Daman eyeing more policies
National Health Insurance Company (Daman) predicts up to 30% 
growth in policy revenues this year at AED1.3 billion (US$354 mil-
lion), said CEO Michael Bitzer. It received about AED1 billion (US$272 
million) last year. The company is also forecasting a total of 1.1 mil-
lion policyholders by the end of this year, an increase of 8%.

The growth is due to the government of Abu Dhabi’s decision to 
make health insurance mandatory for all employees. Daman 
currently is the majority player there, with 80% of the insurance 
market, said Bitzer.

Daman is also looking to expand its operations to the Middle East 
and North Africa region, but no decisions have been made about the 
fi nancing or the exact expansion location. Bitzer noted that looking 
for qualifi ed employees remains one of the biggest challenges in its 
expansion plan for the UAE and the Gulf region. 

QATAR
Pak-Qatar has DIBP covered
Pak-Qatar General Takaful (PQGT) and Pak-Qatar Family Takaful 
(PQFT) have signed an agreement with Dubai Islamic Bank Pakistan 
(DIBP) to provide insurance coverage for their clients.

As part of the agreement, PQGT will provide comprehensive Takaful 
coverage for DIBP’s Car Ijarah assets while PQFT will provide DIBP 
staff with life and health Takaful coverage. 

KUWAIT
Gulf Insurance profi t falls 81%
Kuwaiti general insurer Gulf Insurance Co said fi rst-quarter profi t 
plunged 81%. Net income fell to KWD4.8 million (US$18 million), 
from KWD25.6 million (US$96 million) a year earlier, the company 
said. 

UK
Aviva reports growth
Aviva has reported a continuous growth rate in its fi rst quarter 
ended on the 31st March. Growth rates in the North America and 
Asia-Pacifi c markets were the driving force behind the results. 

Sales in North America increased by 24% to GBP1.04 billion 
(US$2.04 billion), and GBP373 million (US$734 million), or a 50% 
rise, in the Asia Pacifi c market when compared to the previous 
corresponding period. Britain, on the other hand, reported a 
decrease by 3% of its sales to GBP2.77 billion (US$5.4 billion).

A 5% increase was reported in the sales of new life and pensions, 
to GBP8.16 million (US$16 billion). 

UAE
Noor can set up Takaful arm
Noor Investment Group has received approval to operate a Takaful 
company in the emirates.

Deputy group CEO Ahmed Aljanahi said the Islamic insurance 
company, which plans to establish a reTakaful division as well, 
will offer general and life insurance products. It will have an initial 
capital of AED150 million (US$41 million). 

ARE YOU ON A CORPORATE
SUBSCRIPTION?

60% cost savings to your company

Make Islamic Finance news available 
group wide through your intranet
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Conventional Insurers Slow to Capitalize on Takaful Potential

Takaful refers to insurance that is offered according to the tenets 
of Islam as set out in the Quran. It revolves around the philosophy 
of mutual cooperation, where each policyholder (or contributor) 
participates in each other’s loss and the Takaful operator facilitates 
this using its expertise.

Double-digit growth in the global Takaful market has enticed some 
conventional insurers to make a foray into this market. Yet, despite 
the promise of a market that is not yet fully tapped, many others have 
been slow to take the plunge.

The still-nascent Takaful market has plenty of upside growth, with 
global premiums projected to soar from US$1.7 billion in 2006 to 
US$7.4 billion in 2015, based on statistics from Salama Arabic Islamic 
Insurance Co. Given the upside potential, what’s holding conventional 
insurers back from adopting and offering Takaful solutions?

Many conventional insurers believe their business processes can be 
used for Takaful. However, simply applying their existing business 
model with a few minor tweaks incorporated so that they appear to be 
Shariah compliant doesn’t work. What’s key is understanding that the 
business processes are different.

Mudarabah versus Wakalah
Instead of adopting a single business model as in conventional 
insurance — where profi t maximization for shareholders is key — 
Takaful operators can adopt one of two business models: Mudarabah 
and Wakalah. 

Regardless of which they use, conventional insurers will need to 
support another IT system in addition to their existing IT set-up, even 
though the technology for the two systems could be the same. 

At the core of both models is the principle of mutual risk-sharing and 
cooperation. Policyholders — or participants, as they’re known under 
Takaful — contribute to a pool of funds to protect each other from a 
defi ned risk. The defi ned claims arising from these risks are paid out 
from their defi ned pool of contributions and the surplus is distributed 
among them.

Conventional insurance and Takaful share some of the business 
processes such as quotations, underwriting, claims and reinsurance 
(or reTakaful). However, the distribution of surpluses is the chief 
operational difference between conventional insurance and Takaful. 

In conventional insurance, whether and how much surplus is retained 
or distributed is at the discretion of the insurer. Moreover, shareholders, 
and not policyholders, receive a share of the surplus.

Under the Mudarabah model, participants share the risk among 
themselves. While they get a share of the operating surplus — 
provided any claim they make doesn’t exceed their contributions — 
predetermined by a Shariah committee, the Takaful operator also gets 
a share for its underwriting activities.

Participants also share the risk and are entitled to a share of operating 
surplus — again, if claims don’t exceed contributions — under the 

Wakalah model, but the Takaful operator only earns a fee for his 
underwriting services and isn’t entitled to any underwriting surpluses.

Special accounts for participants
While the business processes are different, conventional insurers 
need to recognize that these differences must be captured at module 
level, requiring that an entirely new IT system be created.

That means incorporating the different terminology used in Takaful 
— for example, “contributions” instead of “premiums”, “participants” 
instead of “the insured” and “sum covered” instead of “sum assured” 
— as well as the entire concept of surplus distribution, individual 
personal accounts and the two different Takaful business types into 
application software at the outset. Unlike conventional insurance, 
Takaful operators must create two special accounts for each participant 
of a Takaful plan. The contributions of participants are split into these 
two accounts — a Tabarru fund and an investment fund. 

As Takaful is about mutual cooperation, the Tabarru fund allows 
participants to fulfi ll their religious obligation to provide fi nancial 
assistance to fellow participants. 

Meanwhile, the contributions that go into the investment fund are 
invested by the Takaful operator in Shariah compliant assets to 
generate profi ts that are then shared between the participant and 
Takaful operator at a pre-agreed ratio.

Two lines of business are open to Takaful operators:  (i) family — under 
which children’s education and health Takaful fall; and (ii) general 
— which covers motor, marine and personal accident Takaful. 
       
For these businesses and each fund it maintains, Takaful operators 
must hold separate sets of accounts. 

In order to calculate surpluses for their Takaful plans, conventional 
insurers need to create adequate and specifi c parameters, which 
cover claims to be considered, contributions received, payment modes 
— whether monthly, quarterly, half-yearly or yearly, as well as how to 
treat long-term policies.

Given the challenges that adopting Takaful solutions presents, 
particularly in understanding Shariah principles and driving business 
based on them, deciding on models to distribute surpluses and 
being conversant in the Takaful products available, it may be wise for 
conventional insurers to consider joining forces with existing Takaful 
operators. They in turn can lend their expertise in designing new 
products and helping to extend the Takaful suite of offerings. 

By S Shankar

S Shankar is senior vice-president 
of insurance business at 3i 
Infotech Asia-Pacifi c, a global IT 
company that provides technology 

solutions and services for the banking, fi nancial services and 
insurance industry. He can be contacted via email at shankar.s@3i-
infotech.com 
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ALBARAKA ISLAMIC BANK — Bahrain

Albaraka Islamic Bank (Bahrain) has instituted a series of staff 
promotions. They include Abdul Aziz Al Abbasi, to commercial banking 
assistant general manager, Husain Mohamed Abdulla (operations 
and fi nance senior manager), Abdulaziz Jassim Al Jowder (operations 
and trade fi nance senior manager), Saeed Salaheddin Murad 
(fi nancial control manager), Amer Ser Alkhatam Al Obaid (information 
technology manager), Abdulrahim Fakhro as (Riffa commercial branch 
manager) and Ahmed Abdulla Ali Abdulla as (Isa Town commercial 
branch manager).

Others promoted were Al Amin Al Taher, to human resources assistant 
manager, Aqeel Abdulla Yousif (fi nancial control assistant manager), 
Hameeda Abdulrahim (operations and fi nance assistant manager), 
Shadi Ibrahim Al Oksh (IT assistant manager), Khalid Mohamed 
Mattar (operations back offi ce assistant manager), Khalifa Ahmed 
Al Shakar (IT assistant manager), Noor Almubeen (credit assistant 
manager) and Abdulaziz Al Bulooshi (commercial branch assistant 
manager). 

ALLEN & OVERY — UAE

Allen & Overy has elected Ibrahim Mubaydeen as new managing 
partner of its Abu Dhabi offi ce.

The appointment follows that of Wim Dejonghe and David Morley 
as managing and senior partner, respectively, and Kevin O’Shea as 
managing partner in New York.

The Abu Dhabi offi ce was launched last year but had been operating 
without a managing partner until now; Dubai managing partner Simon 
Roderick had been overseeing it in the interim. Roderick remains 
managing partner of the UAE. 

STANDARD CHARTERED — Singapore

Rajesh Malkani is regional head of Southeast Asia, private banking at 
Standard Chartered. 

He will report to Peter Flavel, global head of the private bank. 

MERRILL LYNCH — Global

Thomas Montag has been appointed head of global sales and trading 
at Merrill Lynch, overseeing debt and equities. The Wall Street veteran 
was one of three co-heads of global securities at Goldmans.

He will report to Merrill chairman and CEO John Thain. 

LEHMAN BROTHERS — EMEA

Global investment bank Lehman Brothers appointed Perry Hoffmeister 
as head of investment management for Europe and the Middle East, 
based in London.

Hoffmeister will report to George Walker, global head of investment 
management, Jeremy Isaacs, CEO for Europe, Middle East and Asia-
Pacifi c, and Benoit Savoret, chief operating offi cer, Europe and the 
Middle East.

Following Hoffmeister’s appointment, Christian Meissner will become 
sole head of investment banking, Europe and the Middle East. 

AL ROSTAMANI GROUP — UAE

Al Rostamani Group announced its appointment of Vik Naidu to 
the newly created position of chief marketing offi cer for the UAE 
conglomerate’s operations throughout the Middle East region.

Naidu, who was co-CEO for Saatchi & Saatchi in the Middle East, 
will work with management to consolidate the marketing and 
communications activities of the group’s 15 companies in the face of 
the group’s rapid expansion. 

LOFSA — Malaysia

Martin Crawford has been appointed as CEO for Labuan IBFC 
Incorporated, a new division of Labuan Offshore Financial Services 
Authority (LOFSA). He has experience in the corporate strategy and 
marketing in the Asia Pacifi c region.

The new company will handle the promotions of Labuan as an 
international business and fi nancial center. It commences operations 
this month. 

SAUDI HOLLANDI BANK — Saudi Arabia

Saudi Hollandi Bank announced some changes to its senior 
management line-up. Ehab Al-Dabbagh, whose most recent position 
at the bank was head of personal banking for central region, is now 
general manager of personal banking.

Thamer Jan, general manager for strategy, is general manager for the 
western region while Khalid Al-Muammer, previously a manager in 
SHB corporate banking group, is general manager, eastern region. 

AZIZI INVESTMENTS — UAE

Dubai-based developer Azizi Investments has appointed Dr M Taheri 
as president and CEO. Taheri brings a vast array of experience gained 
over 30 years working for political, commercial and educational 
organizations.

A specialist in confl ict management resolution and international 
mediation, facilitation and arbitration, he has assisted both the UN 
and a host of other governmental organizations. 

TEJOORI — UAE

Islamic investment company Tejoori Limited appointed a new board 
of directors following its extraordinary general meeting. Apart from 
chairman Mahmoud Al Mahmoud, the board consists of Talal Khouri, 
Mohammed Al Zaabei; Khaled Al Naser and Saad Al Fawzan. 

NATIONAL BANK OF FUJAIRAH — UAE

National Bank of Fujairah has appointed Steve Mullins as CEO 
effective 4th May 2008. 

KPMG — Qatar

KPMG recently promoted two of its directors effective April 2008. 
Rajesh Menon is a partner with the fi rm’s RAS practice and Gopal 
Balasubramaniam is a partner within KPMG’s audit practice. Gopal 
has been with the fi rm in Qatar since 1994 while Rajesh joined in 
2000. 
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Mr Daud Abdullah (David Vicary)
Chief Operating Offi cer

Asian Finance Bank

Dr Mohd Daud Bakar
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International Institute of Islamic Finance

Prof Dr Mohd Masum Billah
Group Executive Chairman
Middle Eastern Business 

World Group of Companies

Dr Humayon Dar
Chief Executive Offi cer

BMB Islamic 

Mr Badlisyah Abdul Ghani
Chief Executive Offi cer  

 CIMB Islamic 

Ms Baljeet Kaur Grewal
Group Chief Economist
Head, Global Research
KFH Research Limited

Mr Sohail Jaffer
Partner

International Business Development
 FWU International 

Dr Monzer Kahf 
Consultant/Trainer/Lecturer
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Mr Mohamed Ridza 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
Partner
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Prof Rodney Wilson
Director of Postgraduate Studies

 Durham University 

Mr Sohail Zubairi
Vice President & Head Shariah

Coordination 
Dubai Islamic Bank

Another Islamic Finance news exclusive

ISSUER SIZE (million) INSTRUMENT

AirAsia US$158.5 Sukuk Ijarah

Philippines Up to US$1 billion Sukuk

BTA Bank Up to US$150 Sukuk

Mayora Indah US$21.54 Sukuk Mudarabah

Bahrain Central Bank US$500 Sukuk

Qatar Islamic Bank US$300 Sukuk

Barwa Real Estate US$800 Sukuk

Doha Bank US$1 billion Sukuk Ijarah

RAK Properties US$2 billion Sukuk

Tabreed Up to US$500 Sukuk

Dubai International 
Financial Center

US$200 Sukuk

Amlak Finance US$260 Sukuk

Al-Rajhi Cement Investment US$595 Sukuk

Al-Zamin US$11.15 Mudarabah

Muhibbah Engineering US$125.41 Mudarabah

Indonesia up to US$2 billion Ijarah

Orient Technology Indonesia US$120 Islamic and conventional

People’s Leasing Co. up to US$9.27 Ijarah

Perisai up to US$47.03 2 tranches in 6 series

Ranipur Sugar US$7.96 Diminishing Mushakarah

Pakistan International 
Airlines

US$1.08 billion Ijarah

Pak Elektron US$1.9 billion Diminishing Musharakah

Adhi Karya US$10.95 Mudarabah

Al Noor Sugar Mills US$7.99 Diminishing Musharakah

FACB Industries US$25.11 Murabahah; CP/MTN

FACB Industries US$32.96 BBA

Glomac US$18.83 Murabahah MTN

Haisan US$62.79 Ijarah

Hong Leong Industries US$156.97 Musharakah CP/MTN

Javedan Cement US$15.98 Diminishing Musharakah

Kwantas US$20.41 Murabahah; CP/MTN

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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Monthly Returns for ALL funds (as of 28th April 2008)

FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 Thahabi Ijara Fund I Wafra Investments Advisory Group 7.88 Kuwait

2 Islamic Ijara Fund III Wafra Capital Partners 7.13 Kuwait

3 DWS Noor Precious Metals Securities Fund - Class A DWS Noor Islamic Funds 7.01 Ireland

4 Al Dar Fund of Funds ADAM 2.75 Kuwait

5
Islamic Certifi cate on Real Estate Capital Protected 
Dynamic Basket

ABN Amro Bank 2.22 Not disclosed

6
Islamic Certifi cate on Capital Protected Commodity 
Basket

ABN Amro Bank 2.20 Not disclosed

7
Emirates Islamic Equity Trading Fund - Sophisticated 
Share Class

Emirates Bank International 1.30 Channel Islands

8 CIMB Islamic Structured Growth Fund CIMB-Principal Asset Management 1.14 Malaysia

9 RHB Global Islamic Portfolio Series 1 RHB Unit Trust Management 1.03 Malaysia

10 Islamic Certifi cate on HSBC Absolute Return Fund ABN AMRO Bank 0.56 Not disclosed

Eurekahedge Global Islamic Fund Index* -3.34

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

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

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

Eurekahedge Global Islamic Fund Index

Monthly returns for Global funds (as of 28th April 2008)

FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 HwangDBS Dana Fahim Fund Hwang-DBS Investment Management Berhad 26.45 Malaysia

2 Mawarid Industrial and Petroleum Services Fund National Investments Company 12.09 Kuwait

3 Al Huda Islamic Fund Al Ahlia Investment Company 11.11 Kuwait

4 Markaz Islamic Fund Kuwait Financial Center 9.65 Kuwait

5 Tijari Islamic Fund Commercial Bank of Kuwait 8.92 Kuwait

6 United Islamic Income Fund UBL Fund Managers 8.54 Pakistan

7 Al-Durra Islamic Fund Global Investment House 7.99 Kuwait

8 Thahabi Ijara Fund I Wafra Investments Advisory Group 7.88 Kuwait

9 Islamic Ijara Fund IV Wafra Capital Partners 7.61 Kuwait

10 Al Darij Investment Fund National Investments Company 7.57 Kuwait

Eurekahedge Islamic Fund Index*  -3.33
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Index Code Index Name 29/04/08 March-08 Feb-08 Jan-08 Dec-07 Nov-07 Oct-07

SPSHX S&P 500 Shariah 1161.625 1101.027 1102.059 1113.559 1210.401 1200.908 1249.344

SPSHEU S&P Europe 350 Shariah 1518.79 1447.319 1469.692 1433.38 1605.956 1610.581 1619.258

SPSHJU S&P Japan 500 Shariah 1251.67 1183.592 1242.786 1245.302 1313.474 1371.153 1394.086

S&P Shariah Indices Price Index Levels

Index Code Index Name 23/04/08 March-08 Feb-08 Jan-08 Dec-07 Nov-07 Oct-07

SPSHAS S&P Pan Asia Shariah 1246.062 1149.394 1199.353 1143.674 1276.625 1279.306 1383.799

SPSHG S&P GCC Composite Shariah 1288.887 1217.617 1341.97 1261.967 1360.276 1205.592 1172.563

SPSHPA S&P Pan Arab Shariah 1335.308 1265.531 1365.488 1277.606 1354.519 1210.131 1180.216

SPSHBR S&P BRIC Shariah 1496.801 1339.677 1434.744 1329.801 1564.039 1500.115 1590.19

Index Code Index Name 23/04/08 March-08 Feb-08 Jan-08 Dec-07 Nov-07 Oct-07

SPSHGU S&P Global Property Shariah 935.138 851.677 888.248 875.326 939.792 990.985 1083.161

SPSHIF S&P Global Infrastructure Shariah 110.932 108.755 112.966 110.419 125.143 125.25 126.819

The S&P Shariah Indices. 
Creating opportunity for Islamic investors.
To learn more, contact index_services@standardandpoors.com.
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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 2629 20396.25 16475.86 6.27 1.35 494.01 0.02 3.00 0.00

DJIM Asia/Pacifi c 1122 4060.15 2670.60 2.38 0.53 137.50 0.02 5.15 0.00

DJIM Europe 390 5386.19 4021.94 10.31 2.69 228.06 0.21 5.67 0.01

DJIM US 730 8990.31 8468.53 11.60 2.94 494.01 0.13 5.83 0.00

DJIM Titans 100 100 8452.98 7514.83 75.15 46.88 442.82 11.74 5.89 0.16

DJIM Asia/Pacifi c Titans 25 25 1327.41 864.07 34.56 25.41 89.56 11.74 10.36 1.36

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 29th April 2008

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -0.46 2.90 2.04 3.94 6.85 -2.80 -3.37 4.11

DJIM Asia/Pacifi c 0.84 4.21 3.43 7.34 4.22 -3.50 -2.98 5.14

DJIM Europe -0.33 3.39 1.87 4.17 7.67 -4.48 -4.26 3.51

DJIM US 0.01 3.11 2.08 2.67 6.78 -2.54 -3.81 1.86

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 0.08 3.32 2.22 3.61 5.29 -4.48 -5.56 2.98

DJIM Asia/Pacifi c Titans 25 1.6 5.99 4.6o 9.91 5.23 1.97 1.44 13.25

PERFORMANCE OF DJ TITANS INDEXES
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RINGGIT ISLAMIC DEBT MARKET: WEEKLY SNAPSHOT AS AT 29th APRIL 2008
MOST ACTIVE BONDS TRADED BETWEEN 24th APRIL and 29th APRIL 2008

Stock Name Last Traded Price Last Traded Yield
Total Volume Traded 

Last 7
% w-o-w Price 

Change
Last Week Closing 

Price

BNMNI B4 (68D - 91D) 100.56 3.30 170 0.08 100.48

BNMN-IDB 73/2007 91D 27.03.2008 70.98 4.02 145 0.30 70.77

BNMN-IDB 18/2008 182D 11.09.2008 96.92 3.12 110

BNMNI B7 (172D - 211D) 98.19 3.13 100

BNMNI B9 (262D - 311D) 100.23 3.90 80 0.00 100.23

CAGAMAS IMTN 3.830% 13.03.2009 99.93 3.60 70 -0.10 100.03

PROFIT- BASED GII  3/2007 14.09.2012 98.91 3.13 60

BNMN-IDB 2/2008 90D 10.04.2008 95.21 3.58 60 0.01 95.20

PROFIT-BASED GII 1/2007 15.03.2010 98.72 3.15 50

KHAZANAH 0% 08.12.2016 100.42 3.52 50 -0.10 100.52

BNMN-IDB 16/2008 182D 04.09.2008 99.69 0.08 45 0.01 99.68

BNMN-IDB 34/2007 273D 20.03.2008 100.55 3.50 35 0.02 100.53

RANTAU IMTN 0% 14.08.2013-MTN 2 96.98 3.20 32

BNMN-IDB 17/2008 273D 11.12.2008 62.27 6.26 30 1.68 61.24

WESTPORTS IMTN 0% 07.03.2013 (TRANCHE- 3) 99.06 3.18 30

Outstanding Bond by Issuer Class as at 29th April 2008 (RM’000)     Bond Traded Amount by Issuer Class as at 29th April 2008 (RM’000)

Corporate
111,586 (55%)

Government
30,000 (15%)

Financial
4,056 (2%)

BNM
21,500 (11%)

Corporate Guaranteed
2,569 (1%)

ABS
6,772 (3%)

Quasi-Govt
24,770 (12%) Corporate

632 (37%)

Disclaimer: Information on this page is intended solely for the purpose of providing general information on the Ringgit Bond market and is not intended for trading purposes. None of 
the information constitutes a solicitation, offer, opinion, or recommendation by Bondweb Malaysia Sdn Bhd (“Bondweb”) to buy or sell any security, or to provide legal, tax, accounting, 
or investment advice or services regarding the profi tability or suitability of any security or investment. Investors are advised to consult their professional investment advisors before 
making any investment decision. Materials provided on this page are provided on an “as is” basis, and while care has been taken to ensure the accuracy and reliability of the 
information provided in this page, Bondweb provides no warranties or representations of any kind, either express or implied, including, but not limited to, warranties of title or implied 
warranties of fi tness for a particular purpose, accuracy, correctness, non-infringement, timeliness, completeness, or that the information is always up-to-date.

5 YR YTM Historical Chart (week closing, last 3 months)YTM Curves as at 29th April 2008 

Quasi-Govt
246 (15%)

ABS
20 (1%)

Government 
517 (31%)

BNM
210 (12%)

Financial
2 (0%)

Corporate Guaranteed
67 (4%)
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For all enquires regarding the above information, please contact:   Catherine Chu
        Email: Catherine.Chu@Hk.Dealogic.com 
        Phone: +852 2804 1223; Fax: +852 2529 4377 

  TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                                   APRIL 2007 – APRIL 2008

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

1 Binariang GSM Malaysia Sukuk Musharakah 4,509 9 14.1
CIMB, RHB Investment, Aseambankers, 
ABN Amro Bank, AmInvestment, OCBC 
Bank (Malaysia)

2 Malaysia Malaysia Islamic Sukuk 2,494 3 7.8 Malaysia Government bond

3 Saudi Basic Industries Saudi Arabia Sukuk Istithmar 2,133 1 6.7 HSBC Saudi Arabia, Riyad Bank

4 JAFZ Sukuk UAE Sukuk Musharakah 2,043 1 6.4
Barclays Capital, Deutsche Bank (London), 
Dubai Islamic Bank, Lehman Brothers 
International (Europe)

5 DP World Sukuk UAE Sukuk Mudarabah 1,496 1 4.7
Barclays Capital, Citigroup, Deutsche Bank, 
Lehman Brothers

6 Saudi Electricity UAE Sukuk 1,333 1 4.2 HSBC Saudi Arabia

7 Dubai Sukuk Center UAE Sukuk Mudarabah 1,248 1 3.9
Deutsche Bank (London), Goldman Sachs 
International

8
Projek Lebuhraya Utara 
Selatan

Malaysia Sukuk Musharakah 1,067 10 3.3 CIMB

9 Dana Gas Sukuk UAE Sukuk Mudarabah 1,000 1 3.1 JPMorgan

10
Dar Al-Arkan International 
Sukuk

Saudi Arabia Sukuk Ijarah 1,000 1 3.1

ABS Islamic Bond, Arab National Bank, 
Deutsche Bank, Dubai Islamic Bank, Gulf 
International Bank (UK), Kuwait Finance 
House, Unicorn Investment Bank

11 Cherating Capital Malaysia Exchangeable Sukuk 850 1 2.7
Deutsche Bank (Malaysia), JPMorgan, 
CIMB

12 Hijrah Pertama Malaysia Sukuk Ijarah 847 2 2.6 Citigroup, CIMB

13 Nakheel Development 2 UAE Sukuk Ijarah 750 2 2.3 JPMorgan

14 Golden Belt 1 Sukuk Saudi Arabia Sukuk Manafaa 650 1 2.0 BNP Paribas

15 Cagamas MBS Malaysia

Sukuk Musharakah 
Islamic Residential 
Mortgage Backed 
Securities

620 7 1.9
Standard Chartered, National Bank of 
Pakistan

16 Khazanah Nasional Malaysia Exchangeable Sukuk 550 1 1.7 CIMB, Deutsche Bank, UBS

17 National Bank of Abu Dhabi UAE Exchangeable Sukuk 545 1 1.7 Morgan Stanley, Credit Suisse

18 Silterra Capital Malaysia Sukuk Ijarah 530 1 1.7 CIMB, HSBC, Citibank

19 NIG Sukuk Kuwait Sukuk Mudarabah 475 1 1.5
BNP Paribas, Citigroup, National Bank of 
Kuwait, Standard Chartered, WestLB

20 Lingkaran Trans Kota Holdings Malaysia Sukuk Musharakah 457 13 1.4 Aseambankers

Total 32,074 318 100.0
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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:

TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                              JANUARY 2008 – APRIL 2008

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

1 Malaysia Malaysia Sukuk 627 1 18.1 Malaysia Government bond

2 Khazanah Nasional Malaysia Exchangeable Sukuk 550 1 15.9 CIMB, Deutsche Bank, UBS

3 National Bank of Abu Dhabi UAE Exchangeable Sukuk 545 1 15.7 Morgan Stanley, Credit Suisse

4 Lingkaran Trans Kota Holdings Malaysia Musharakah MTN 457 13 13.2 Aseambankers

5 Central Bank of Bahrain Bahrain Ijarah Sukuk 350 1 10.1 Calyon

6 Villamar Sukuk Bahrain Sukuk Musharakah 190 1 5.5
Al Rajhi Banking & Investment, 
Merrill Lynch International

7 Westports Malaysia Malaysia Musharakah MTN 140 3 4.0 OSK Investment Bank

8 Salam Bounian Development Qatar Sukuk Musharakah 138 1 4.0
Qatar National Bank, Commercial 
Bank of Qatar, Qatar Islamic Bank

9 Al-Aqar Capital Malaysia Sukuk Ijarah 73 3 2.1 AmInvestment

10 Syarikat Bekalan Air Selangor Malaysia
Bai Bithaman Ajil Islamic 
Bond

71 4 2.1 HSBC, CIMB, Bank Islam Malaysia

11 PT Indosat Indonesia Ijarah Islamic bond 62 1 1.8
Mandiri Sekuritas, Danareksa 
Sekuritas

12 Pendidikan Industri YS Malaysia
Al-Bai Bithaman Ajil Islamic 
Bond

46 11 1.3 Affi n Investment

13 KNM Capital Malaysia
Murabahah and 
Mudarabah MTN

42 3 1.2 Aseambankers

14 Pace Pakistan Pakistan Musharakah Islamic bond 32 1 0.9
BankIslami Pakistan, Pak-Brunei 
Investment

15 Hong Leong Industries Malaysia Musharakah MTN 32 2 0.9 Hong Leong Bank

16 Sunrise Malaysia Murabahah MTN 32 1 0.9 CIMB

17 Serrisa Sinar Malaysia Murabahah MTN 27 7 0.8 MIDF Amanah Investment Bank

18 Pak Elektron Pakistan Islamic Sukuk 17 1 0.5

AMZ Asset Management, Arif Habib 
Rupali Bank, Askari Investment 
Management, Bank of Punjab, First 
Dawood Investment Bank, Pak-
Brunei Investment

19 Eden Housing Pakistan Sukuk 11 1 0.3

Al-Meezan Investment Management, 
BankIslami Modaraba Investments, 
First Dawood Investment 
Bank, National Fullerton Asset 
Management, Trust Investment Bank

20 Sunway City Malaysia Murabahah MTN 11 2 0.3 HSBC

Total 3,459 62 100.0
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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

ISLAMIC BONDS BY CURRENCY                        JANUARY 2008 – APRIL 2008

Amt US$ m Iss.   %

    Malaysian ringgit 1,565 53 45.2

    US dollar 1,228 4 35.5

    Emirati dirham 545 1 15.7

    Total 3,459 62 100.0

ISLAMIC BONDS BY CURRENCY                                APRIL 2007 – APRIL 2008

Amt US$ m Iss. %

    Malaysian ringgit 14,473 267 45.1

    US dollar 10,692 24 33.3

    Saudi Arabian riyal 3,466 2 10.8

    Emirati dirham 2,587 2 8.1

    Total 32,074 318 100.0

ISLAMIC BONDS                                                         APRIL 2007 – APRIL 2008 

Manager or Group Amt US$ m Iss. %

1 CIMB 3,937 58 12.3

2 HSBC 3,634 30 11.3

3 Malaysia Government bond 2,494 3 7.8

4 Deutsche Bank 2,162 20 6.7

5 JPMorgan 2,033 4 6.3

6 Citigroup 1,800 13 5.6

7 Aseambankers 1,622 48 5.1

8 Barclays Capital 1,385 4 4.3

9 AmInvestment 1,352 53 4.2

10 Riyad Bank 1,066 1 3.3

11 Standard Chartered 945 30 2.9

12 RHB Capital 926 68 2.9

13 Lehman Brothers 885 2 2.8

14 BNP Paribas 845 3 2.6

15 Dubai Islamic Bank 714 4 2.2

16 Oversea-Chinese Banking Corp 683 16 2.1

17 Goldman Sachs 624 1 1.9

18 ABN Amro 620 8 1.9

19 Morgan Stanley 382 5 1.2

20 Credit Suisse 381 2 1.2

Total 32,074 318 100.0

ISLAMIC BONDS BY COUNTRY                                   APRIL 2007 – APRIL 2008 

Amt US$ m Iss. %

    Malaysia 15,873 269 49.5

    UAE 8,276 14 25.8

    Saudi Arabia 5,116 4 16.0

    Kuwait 775 3 2.4

    Pakistan 679 18 2.1

    Bahrain 550 2 1.7

    Total 32,074 318 100.0

ISLAMIC BONDS                                                JANUARY 2008 – APRIL 2008

Manager or Group Amt US$ m Iss. %

1 Malaysia Government bond 627 1 18.1

2 Aseambankers 502 17 14.5

3 Calyon 350 1 10.1

4 Credit Suisse 272 1 7.9

5 Morgan Stanley 272 1 7.9

6 CIMB 239 6 6.9

7 Deutsche Bank 183 1 5.3

8 UBS 183 1 5.3

9 OSK Asia Securities 140 3 4.0

10 Al-Rajhi Banking & Investment 95 1 2.7

11 Merrill Lynch 95 1 2.7

12 AmInvestment 76 4 2.2

13 Affi n Investment 46 11 1.3

14 Commercial Bank of Qatar 46 1 1.3

15 Qatar Islamic Bank 46 1 1.3

16 Qatar National Bank 46 1 1.3

17 HSBC 35 6 1.0

18 HL Bank 32 2 0.9

19 (Persero) Danareksa 31 1 0.9

20 Bank Mandiri (Persero) 31 1 0.9

Total 3,459 62 100.0

ISLAMIC BONDS BY COUNTRY                          JANUARY 2008 – APRIL 2008  

Amt US$ m Iss. %

    Malaysia 2,115 54 61.1

    UAE 545 1 15.7

    Bahrain 350 1 10.1

    Total 3,459 62 100.0
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DATE EVENT VENUE ORGANIZER

May
7th Jakarta IFN Forum 2008 Jakarta Islamic Finance 

Events
8th - 9th 2nd Asian CFO Summit Singapore MiddleEast 

Insurance Review
12th - 13th World Halal Forum Kuala Lumpur Kasehdia

13th - 14th Islamic Financing of Energy Projects Conference Abu Dhabi IBC Gulf 
Conferences

13th - 14th 5th IFSB Summit: Financial Globalization of 
Islamic Financial Services

Jordan IFSB

19th - 20th Islamic Finance Forum Series Dubai Interactive Events

19th - 22nd Islamic Finance World North America US Terrapinn

20th - 21st The PEI Islamic Alternative Assets Forum: 
London 2008

London PEI Media

21st Karachi IFN Forum 2008 Pakistan Islamic Finance 
Events

25th - 29th Private Equity Forum Dubai IIR Middle East

26th - 27th The World Islamic Capital Markets Conference Bahrain MEGA Events

The World Islamic Funds Conference Bahrain MEGA Events

26th - 28th 4th Annual Middle East Project Finance Conference Dubai Fleming Gulf

26th - 29th The International Islamic Finance Leadership 
Summit

Turkey IQPC

June

2nd - 5th Funds World Middle East 2008 Dubai Terrapinn

3rd Cairo IFN Forum 2008 Egypt Islamic Finance 
Events

15th - 17th TradeTech Middle East 2008 Dubai WorldWide Business 
Research

15th - 19th Sukuk World Middle East Dubai IIR Middle East

23rd - 26th 4th International Islamic Finance Forum 2008 Hong Kong Informa

24th - 26th Islamic Finance & Investment World Europe 2008 UK Terrapinn

25th - 26th Sukuk Summit London ICG Events

July

1st - 3rd Islamic Finance: The India Opportunity India IQPC

22nd Innovative Product Development UK IGG Events

23rd - 24th Islamic Real Estate Asia 2008 Kuala Lumpur IQPC

August
11th - 13th MIF 2008 Issuer & Investors Forum Kuala Lumpur Islamic Finance 

Events

25th - 28th Islamic Finance & Investment World 2008 South Africa Terrapinn 

October

8th London IFN Forum 2008 UK
Islamic Finance 
Events

12th - 16th Middle East Retail Banking Forum Dubai IIR Middle East

14th Middle East Hedge Funds 2008 Switzerland Jetfi n Events

15th New York IFN Forum New York Islamic Finance 
Events

20th - 21st Islamic Real Estate Investment TBA Naseba



Yes! I would like to subscribe to Islamic Finance News

*Exclusive Corporate Subscription packages are available. Contact us today!

YOUR DETAILS

Full Name

(First Name)                                       (Surname) 
 

Company Name                                            Designation

Address 

...................................................................................................................................

...................................................................Postal/Zip...............................................

Country......................................................................................................................

Work Email

  
                                              
 Telephone                                                         Fax

 

The information you provide will be safeguarded by REDmoney, whose subsidiaries may use it to keep you informed of relevant products & services. 
 Tick here if you do not wish to receive further Islamic Finance related information.  

PAYMENT METHOD

□ By Credit Card: 
Please go to www.IslamicFinanceNews.com/subscribe.asp for 
online payment.

□ By Telegraphic Transfer (T/T):
Benefi ciary Account Name: Red Money Sdn Bhd
Account No: 10100-1061002685 (Malaysian Ringgit) 
Account No: 10100-5070505083 (US Dollars)
Swift Code: RJHIMYKL
Benefi ciary Bank Name & Address: Al Rajhi Banking & Invest-
ment Corporation (Malaysia) Bhd, Ground Floor East Block, 
Wisma Selangor Dredging, 142B Jalan Ampang, 50450 Kuala 
Lumpur, Malaysia

□ By Check: 
Please make check payable to Red Money Sdn Bhd

Suite C, 10th Floor, Bangunan Angkasa Raya,
Jalan Ampang, 50450 Kuala Lumpur,
Malaysia

Subs@IslamicFinanceNews.com

+603 2143 8100 +603 2141 5033

HOW TO ORDER

INDIVIDUAL SUBSCRIPTION

  1 Year at US$575 nett*

  2 Years at US$995 nett*

COMPANY WIDE SUBSCRIPTION

  1 Year at US$2,500 nett*

  2 Years at US$4,250 nett*

(Max: 10 Individual Subscriptions)

Each subscription will receive:

• 50 issues of Islamic Finance news available every Friday.
 • Exclusive login details for each subscriber.
• Unlimited access to the archived library of all past issues
• All additional supplements, guides and reports.   

ABN Amro   4
ADIB   6
AirAsia   1
Al Mazaya    4
Al Rajhi Bank   1
Al Rostamani Group  29
Albaraka Banking Group  3
Albaraka Islamic Bank  29
Aldar Properties  8
Allen & Overy   29
Almulla Hospitality  7
Amana Investments  5
Ample Zone   8
Aviva   27
Azizi Investments  29
Badr Al-Islami   2
Bank AlJazira   27
Bank Islam   1
Bank Sohar   5
Capital Intelligence  8
Central Bank of Bahrain  6
CIMB Bank   8
Commercialbank  8

Dar Capital   3
DIB   6
Dubai International Financial Centre 4
EIB   6
EIIB   6
Fakhruddin Properties  2
Fitch   8
Forsa Investment  4
Gulf Insurance  27
IBB   2
ICCI   4
IDB   3
IFSB   3
IIFM   4
Imaar International Bank  3
Investment Dar  3
Islamic Corporation for the Development of 
Private Sector   3
Jaiz International  7
KFH   1
Khaleeji Commercial Bank  6
KPMG   29
Kuwait Projects  2

Labuan IBFC   6, 29
LOFSA   6
Lehman Brothers  29
LOFSA   29
Malaysian Rating  1, 8
Mawarid Finance  5
Meezan Bank   3
Merrill Lynch   8, 29
Microlink Solutions  7
Murabahat Investment and Real Estate 7
National Bank of Fujairah  29
National Bank of Oman  3
National Health Insurance Company 27
NBAD   5
Nigeria Investment Promotion 7
Noor Investment Group  27
Oman Investment and Finance Company 5
Pak-Qatar Family Takaful  27
Pak-Qatar General Takaful  27
PDF Kurumsal Finansman Danismanlik 
Hizmetleri   3
Penang Port   8
Prudential   27

Prudential Asset Management 27
Prudential Jazira Asset Management 27
QIB   1
QNB   5, 8
RAM Ratings   8
RHB Islamic Bank  3
S&P   8
Saatchi & Saatchi  29
Saudi Basic Industries  5
Saudi Hollandi Bank  29
Shamil Bank   6
Standard Chartered Bank  4, 29
Tadamon Capital Bank  6
Tadamon Islamic Bank  6
TAIB Yatirim Menkul Degerler  3
TAIB YatirimBank  3
Takaful Taawuni  27
Tejoori   29
Tenaga Nasional  8
Wataniya Telecom  2

    NE-IFN05/17

Company  Index

Company                    Page Company                    Page Company                    Page Company                    Page

Country  Index

Bahrain IIFM reviews master agreement 4
 Sabic gets nod for third Sukuk sale 5
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