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MALAYSIA
IDB’s fi rst ringgit Sukuk
The Islamic Development Bank (IDB) will 
launch its fi rst ringgit-denominated Sukuk 
in August, amounting to RM500 million 
(US$152.7 million), in line with its move to 
promote the overall Islamic capital market in 
member countries. It will be the fi rst tranche 
of its RM1 billion (US$306.2 million) medium 
term notes, said Director Ahmed Saleh Hariri 
of the IDB’s Regional Offi ce in Kuala Lumpur.

He said proceeds from the fi rst tranche will 
be used to fi nance two projects in Malaysia 
worth RM400 million (US$122.2 million) 
— the South Klang Valley Expressway (SKVE) 
and a Shariah Court in Selangor. Hariri said 
the second tranche may be issued by the 
middle of next year. 

(Also see IFN Reports on page 12)
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BANGLADESH
Islamic fi nance a magnet
Islamic banking recorded 23.1% growth 
in 2007 over the previous year. Managing 
director M Fariduddin Ahmed of Islami Bank 
Bangladesh Limited (IBBL) said that likewise, 
the share of Islamic banking of the total 
deposits in the country’s banking sector 
increased to 15.25% in 2007 from 13.46% 
in 2006. Islamic banks’ share of the total 
investment for the banking sector in 2007 
rose to 14.96% from 12.32% in 2006.

IBBL was the fi rst Shariah-based bank in 
South Asia, established by local entrepreneurs 

with strong fi nancial and other support from, 
among others, the Islamic Development 
Bank and fi nancial institutions from Gulf and 
European countries.

IBBL, according to Fariduddin, has about 57% 
market share of the Islamic banking sector 
in Bangladesh. The operating profi t of IBBL 
grew by 30% to US$54.8 million in 2007 from 
US$42.16 million in the previous year. 

(See IFN Reports on page 12)

MALAYSIA

Just FIVE weeks away, we inch closer to the 
MIF 2008– Issuers & Investors Forum. To 
further enhance the MIF 2008, the third day 
will also highlight the ever evolving Islamic 
equity capital markets with its Equities Day.

An additional nine notable speakers have 
been confi rmed this week to attend this pres-
tigious event including Labuan IBFC chief 
executive offi cer Martin Crawford and Dubai 
Multi Commodities Center chief executive of-
fi cer David Rutledge. Baljeet Kaur Grewal of 

KFH Research will also be presenting an ex-
clusive report on the Islamic capital markets, 
funds and Takaful industry as well as on high 
net worth individuals and Islamic investment 
patterns. Those attending on Tuesday will 
also lay witness to the much awaited offi cial 
launch of MNRB ReTakaful.

To participate in this FREE event, register 
online NOW at http://www.mifforum.com/
register2008.php to attend the day relevant 
to you! 

MIF 2008 Update
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SCOTLAND
SWIP wins Shariah mandate
Scottish Widows Investment Partnership (SWIP), one of Europe’s 
largest asset management companies, has won a GBP20 million 
(US$39.7 million) Russell Investments Shariah emerging market 
equities portfolio which will be part of the Russell Jadwa Shariah 
range, launched jointly by manager of managers fi rm Russell and 
Saudi Arabian outfi t Jadwa in January.

SWIP will run a 25 to 40 stock portfolio put out by its global emerging 
markets team. “This mandate highlights SWIP’s fl exibility in managing 
bespoke client requirements and acknowledges our expertise and 
excellent track record in managing emerging market equities,” said 
SWIP UK institutional head Ominder Dhillon. 

GLOBAL
Sukuk primary market may recover
The global Sukuk primary market which dropped to US$10.9 billion 
in the fi rst half of 2008 may recover in the fourth quarter to exceed 
last year’s fi gures as credit spreads tighten and investor confi dence in 
local currencies picks up, said Geert Bossuyt, managing director and 
regional head of Middle East structuring, Global Markets at Deutsche 
Bank.

“We have seen the worst. International debt capital markets are 
improving. Let’s hope for a very busy fourth quarter,” he added. 
Urvil Thacker, associate director, global investor sales at Standard 
Chartered Bank, said: “A drop of about 35% is not very bad if you see 
the way credit markets have been over the last few quarters.”

However, the market is expected to grow as part of the systemic Middle 
Eastern growth in long-term debt fi nancing combined with a drive to 
tap the deep pool of Islamic liquidity. “Unless something else blows 
out big time, we expect markets to improve over the last quarter,” 
Thacker said. 

SAUDI ARABIA
Sabic prefers Islamic fi nance
Saudi Basic Industries or Sabic has placed preference for Islamic 
fi nance as its source of funding instruments to help develop the 
Islamic debt and capital markets in Saudi Arabia, said its CFO and 
senior vice-president, Mutlaq Al-Morished.

Since September 2007, the company has raised about US$6.15 billion 
through Islamic fi nancing. At the end of last year, Shariah compliant 
debt accounted for 23% of Sabic’s US$21 billion debt. Within the last 
year, it also issued its second Sukuk for US$2.1 billion; a third Sukuk 
for $1.3 billion as well as two Murabahah facilities.

The company wants to see standardization in Sukuk structures as 
well as a much more developed and established legal and regulatory 
framework for Islamic capital market instruments, said Mutlaq. 

UAE
Two institutions still keen on banking
Two institutions have reaffi rmed their plans to venture into banking. 
Amlak Finance is to buy a small bank in the UAE to tap cheaper funds, 
said its CEO Arif Alharmi. Amlak had sought permission to operate an 
Islamic bank last year but was not given the approval. 

Tamweel is another real estate fi nance provider hoping to enter the 
banking sector. Wasim Saifi , its CEO, said it would have acquired a 
bank but none is on sale in the UAE currently. 

MIF2008
Issuers & Investors Forum

11th – 13th August 2008
Mandarin Oriental Hotel, Kuala Lumpur

After two consecutive years of success, MIF Forum returns, promising 
a whole new experience with refreshing dialogue and lively 
networking. MIF 2008 will prove to be bigger and better with an 
extended event schedule of three days. Further enhancing MIF Forum 
to be an international affair, the Equities day will take place on 
the third day which will educate and update the audience on the 
newest reports of the ever evolving Islamic equity capital markets. 
MIF 2008 will also be hosting more exhibition booths featuring the 
Islamic fi nance industry’s key market players. 

In the last two years we have ensured that the quality of the delegates 
in attendance is our fi rst priority. As the event is by invitation only 
we determine who can and cannot attend. As a result we are not 
swayed by the revenue. 

We look forward to meeting you at MIF 2008!

Online registration: www.MIFforum.com

STRATEGIC PARTNER

SPONSORS

TAKAFUL

OFFICIAL INFORMATION 
PROVIDER

LEAD MEDIA PARTNERS MEDIA PARTNER

MIF 2008 registrations are now open.
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MALAYSIA
Al Rajhi launches new promotion
Al Rajhi Bank has launched its latest promotion, Room Service, which 
allows customers to apply for personal loans from their homes. They 
can download the application form from the bank’s website and fax 
them upon completion to Al Rajhi.

A bank representative will then meet the applicants at home or offi ce 
to complete the procedure. The bank’s head of retail, Sabry Ghouse, 
said the promotion has a profi t rate of 7.99%. It began on the 30th 
June and will end in two weeks. 

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.

UAE
Mashreq still hopes to buy Egypt bank
Mashreq Bank is still hoping to buy into Egypt’s Banque du Caire 
although the Egyptian bank has rejected its initial offer and the sale 
has since been cancelled, said its CEO, Abdul Aziz Al Ghurair. He 
added that Mashreq still wants to expand to Egypt and is waiting for 
the authorities to come up with a new asking price.

Egypt has cancelled the sale of 67% of Banque du Caire because the 
bids were too low. 

BAHRAIN/SINGAPORE
Arcapita in venture with Mapletree
The Bahrain-based Islamic investment bank, Arcapita, has entered 
into a venture with Mapletree Investments from Singapore to buy 
SG$1.71 billion (US$1.3 billion) worth of industrial properties in 
Singapore. The purchase will be made through Mapletree Industrial 
Trust, a private real estate fund in which Arcapita holds a 56.5% 
majority stake. Mapletree owns 25.1% while Mapletree Industrial 
Fund owns the remaining stake.

Hiew Yoon Khong, CEO of Mapletree, said it is still studying the 
possibility of listing the portfolio as a real estate investment trust 
(REIT) and may be combined with other assets owned by Mapletree for 
this purpose. The properties involved include 39 blocks of factories, 
three business park buildings and a warehouse from government-
owned JTC Corp. 

UAE
HSI inks MoU with Saudi prince
Hollywood Studios International (HSI) has signed a MoU with Prince 
Faisal Al Saud of the Saudi Arabian royal family to set up a studio in the 
region. This marks the start of a long-term affi liation to build a studio 
covering artist management, production and content distribution with 
in-house fi nancing capabilities through a series of funds.

The prince will be involved in the creative process and day-to-day 
operation of the company, said HSI CEO Steven Saxton. HSI is an 
international entertainment company with offi ces in London, Los 
Angeles, Hong Kong, New York, Mumbai and Dubai. 

MIDDLE EAST
HSBC to launch EIBOR-based mortgage
HSBC Middle East will introduce an EIBOR-based mortgage which 
guarantees to follow the Emirates Interbank Offered Rate (EIBOR) for 
the life of the loan. It will be benchmarked to three months EIBOR 
and reviewed quarterly every year. The loan is available for house 
purchases as well as re-mortgages.

In effect, HSBC Amanah Al Asaas home fi nance customers will be have 
a reduced profi t rate of 1% from this month. Customers of the bank’s 
Flexi-Home product will benefi t from the 100 basis points decrease in 
its interest rates. Converting current mortgage structures to the EIBOR-
based system can be done for free until the 30th September. 

BAHRAIN
CBB gives green light to FEB
The Central Bank of Bahrain (CBB) has granted a wholesale banking 
license to First Energy Bank (FEB), a Shariah compliant bank which 
focuses solely on the energy sector. Based in the Bahrain Financial 
Harbor, it will have a paid-up capital of US$1 billion.

There is a clear need in the market for a bank that understands the 
industry, said FEB chairman Esam Janahi, adding that the bank will 
offer consultation and fi nancing services to the energy sector in the 
MENA region as well as internationally. It is targeting investments 
in exploration, production, processing, transportation, storage and 
refi ning as well as oilfi eld services, electric power and alternative 
energy.

The bank has shareholders from Bahrain, Saudi Arabia, Kuwait, Libya 
and the UAE. It held its fi rst annual general meeting late last month 
and made several appointments to its Shariah supervisory board and 
initial board of directors. 
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www.IslamicFinanceTraining.com

FOR MORE INFORMATION, contact: 
Andrew Tebbutt   Tel: 603 2162 7802; 

Email: Andrew.Tebbutt@REDmoneygroup.com

CALENDAR  2008

Islamic Financial Instruments 
& Structured Products

7 – 10 July, ZURICH

Accounting & Financial Reporting for 
Islamic Banking & Finance

14 – 16 July, KUALA LUMPUR

Takaful: Islamic Insurance
6 – 8 August, KUALA LUMPUR

Structured Islamic 
Finance & Investment Products
14 – 15 August, KUALA LUMPUR 

Structuring Islamic Financial Products 
Workshop

13 – 15 October, MUMBAI

The Islamic Capital Markets & Investment 
Banking School

13 – 16 October, HONG KONG

Islamic Investment Funds: Mutual Funds, 
Hedge Funds & REITs 

10 – 12 November, KUALA LUMPUR

Takaful Products, Markets & Operations
16 – 18 December, KUALA LUMPUR

presents

QATAR
IBQ to offer Islamic banking soon
The International Bank of Qatar (IBQ) plans to start Shariah compliant banking 
services in September or October following approval from the Qatar National Bank, 
managing director George Nasra said.

The bank was established in 2004 and as of the end of last year had a capital of 
QAR1.9 billion (US$522 million) and posted a net profi t of QAR234 million (US$64.3 
million). It has six branches all over Qatar. 

UAE
DIB opens new Dubai branch
Dubai Islamic Bank (DIB) opened its 49th branch in the Dubai Marina area. The 
opening was attended by DIB Group CEO and managing director Khaled Kamda, the 
bank’s head of branches, Rashid Mahboob, and other senior executives.

The move is in line with DIB’s expansion plans and its strategy to meet the growing 
demand for Islamic banking services in the UAE. 

SAUDI ARABIA
Mortgage law for Saudi
Saudi Arabia will have a full-fl edged mortgage law soon covering its main components 
— real estate fi nancing system to monitor fi nancing companies, lease fi nancing 
system and real estate mortgage system, said Ahmed Al-Yahya, the assistant 
secretary-general of the Shoura Council.

It will enable more Saudis to own properties while banks can diversify their sources 
of income by providing loans for real estate projects. Ahmed said it took Shoura 
three months to study the law and hoped it will overcome the problems that hinder 
the growth of the real estate market in Saudi. 

UAE
ADIB, Finance House raise US$35 million
Abu Dhabi Islamic Bank (ADIB) and Finance House helped raise AED127.8 million 
(US$35 million), for Sawaeed Investment and Mountain Gate Property Investment to 
build a residential camp for 7,000 workers. The project is expected to be completed 
in March 2009. The fi nancing uses a combination of Islamic and conventional debt 
and equity transactions, said Finance House. No further details were revealed. 

BAHRAIN
Ithmaar leads formation of Naseej
Ithmaar Bank has led a consortium of nine regional institutions to form Naseej, 
a fully integrated infrastructure and real estate development company with an 
authorized capital of BHD2 billion (US$5.3 billion) and BHD300 million (US$796 
million) in paid-up capital. 

Social Insurance Organization, Al Safat Investment, Eskan Bank, Palm Capital, 
Venture Capital Bank, Global Investment House, Shamil Bank, Ithmaar Bank and 
Ithmaar Development will contribute 60% of the paid-up capital with the rest coming 
from an initial public offering for listing on the Bahrain Stock Exchange later this 
year.

Naseej will offer a range of services covering development and construction, facility 
management, mortgage, marketing, real estate planning and consultancy, as well 
as manufacturing and importing building materials. 
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SAUDI ARABIA
DLA Piper no longer tied to Saudi partner
US-based law fi rm DLA Piper has severed ties with its Saudi Arabian 
partner fi rm Abdulaziz Al-Fahad, from the 30th June after two years. 
Reportedly, the split was due to the two fi rms’ different views on how 
to conduct their business. It now has to fi nd a new local partner or 
pull out its operations in the kingdom, as regulations stipulate that 
international law fi rms must have local sponsors. 

GCC
S&P launches GCC index
Standard & Poor’s (S&P) has launched S&P GCC 40 Index to provide 
tradable exposure to 40 of the largest and most liquid companies 
on the primary exchanges of Bahrain, Kuwait, Oman, Qatar and the 
UAE. It will be used by structured product and ETF providers to enable 
foreign investors to gain exposure to the equity markets in the region

To be included in the index, companies must have a minimum fl oat-
adjusted market capitalization of US$400 million, a three-month 
average daily value traded of at least US$1 million and be domiciled 
in Bahrain, Kuwait, Oman, Qatar, or the UAE. The index limits the 
number of companies from any single country to 12 and requires that 
every country be represented in the index. It will be rebalanced twice 
a year, in January and July. 

US
Moody’s comes under fi re
Moody’s Investor Services has ousted Noel Kirnon, head of its 
structured fi nance division, and will discipline other staff involved in 
the knowingly incorrect rating of US$1 billion worth of securities.

The decision followed investigations that the securities, known as 
constant proportion debt obligations, were given the top AAA credit 
rating, not the AA rating that it merited, due to a computer glitch. Some 
senior staff became aware of the mistake in 2007 but chose not to 
assign the lower rating and instead changed the rating methodology 
to hide the error.

Moody’s said the company was not to be blamed but rather the 
employees involved. Moody’s, Standard & Poor’s and Fitch Ratings 
are already under fi re for assigning top ratings to many collateralized 
debt obligations whose values subsequently dropped. 

GCC
Dow Jones introduces new Islamic index
Dow Jones Indexes has launched the Dow Jones Islamic Market GCC 
index that measures the performance of Shariah compliant stocks 
of fi ve of the Gulf Cooperation Council (GCC) countries — Bahrain, 
Kuwait, Oman, Qatar and the UAE.

The DJIM GCC Index is weighted by fl oat-adjusted market capitalization. 
The weights of individual stocks are capped at 15% in each country 
except for Bahrain, which is capped at 30%. The top components for 
the index include Investment Dar, Boubyan Petrochemicals, Emaar 
Properties, National Real Estate and Qatar Islamic Bank.

Dow Jones has also launched the Dow Jones GCC Index which measures 
the performance of conventional stocks of these countries. 
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SAUDI ARABIA/SINGAPORE
Al Rajhi Group to enter JV, launch fund
Al Rajhi Group is entering into a joint venture with Singaporean investor 
Yusof Wahid and will launch a US$300 million Islamic fund to invest in 
properties around Asia. The Singapore-based fund will have an initial 
investment of US$100 million. The Saudi group will hold 80% of the 
fund. 

BAHRAIN
Oversubscription of Sukuk Al Salam
The Central Bank of Bahrain’s (CBB) monthly issuance of Sukuk Al 
Salam has been 200% oversubscribed, it said. The bank received 
BHD12 million (US$31.83 million) subscriptions for the BHD6 million 
(US$16 million) issuance. It carries a 91-day maturity period which 
ends on the 1st October 2008 and the expected return is at 2.3%. 

PAKISTAN
Meezan and AKD sign agreement
Meezan Bank is to provide AKD Investment Management with 
technical services and support for the investment management fi rm’s 
Shariah compliant mutual funds that will be launched soon.

Meezan Bank will act as a technical consultant providing 
documentation, research, training and fi nancial structuring advisory 
services related to the Islamic fi nance product’s conceptualization 
and development. 

UAE
SCA releases ruling on bond issuances
The Securities and Commodities Authority (SCA) has directed listed 
companies to obtain credit ratings from authorized agencies before 
issuing bonds, either conventional or Islamic. The rule came into 
effect last week.

According to it, bonds guaranteed by the government are exempted 
from this ruling, and this also applies to companies which have 
received exemption from the economy minister and SCA chairman, 
Sultan Al Mansouri.

Market players have lauded the move, saying that this will ensure 
security, discipline and safety for the market and investors as well as 
prevent confusion and reduce risks to buyers. 

QATAR
HSBC launches new guide book
HSBC has launched its Guide to Cash Management, Treasury and 
Trade in the Middle East which also provides country profi les where 
HSBC operates in the region.

HSBC Qatar’s head of commercial banking, Bill Susinski, said the 
bank plans to increase its Islamic banking operations due to its 
widening popularity globally. New products are being developed to be 
introduced soon, including an October launch of new corporate and 
treasury products, he added.

Paul Edgar, the regional manager of transaction banking, said new 
Islamic banking services will be introduced, tailored to the require-
ments of the different countries. The guide will act as a reference to 
both its global and local customers, he added. 

MALAYSIA
RHB launches new Islamic fund
RHB Investment Management has launched a new Shariah compliant 
money market product, RHB Islamic Cash Management Fund 
(RHBICMF) with an approved size of 500 million units priced at RM1 
each (US$0.31). Its initial offer period runs for 21 days beginning the 
30th June.

Islamic money market instruments and deposits will receive 90% of its 
investments with fi nancial institutions with less than one year maturity, 
while the remaining 10% is to be invested in fi nancial institutions 
whose products have between one and two years maturity.

RHBICMF, which is the Islamic adaptation of the RHB Cash 
Management Fund that was launched last August, is offered to both 
corporate and institutional investors.

RHB Investment announced an income distribution of RM0.0214 
(US$0.0065) per unit of its RHB Islamic Fund. The fund aims to 
provide regular income to its investors. Other distributions include 
RM0.022 (US$0.0067) per unit for RHB Dividend Valued Equity 
Fund, RM0.0375 (US$0.0115) per unit for RHB Income Fund, 
RM0.02 (US$0.006) per unit for RHB Capital Fund and RM0.0387 
(US$0.0118) per unit for RHB Balanced Fund. 

QATAR/UAE
Barwa signs loan deal
Barwa Real Estate has signed an AED700 million (US$190.6 million) 
Islamic loan that will be utilized to fund investments and projects. 
The loan was secured from Badr Al-Islami, the Islamic banking arm 
of Mashreq Bank.

The real estate fi rm is also moving ahead with a Sukuk sale worth 
at least US$700 million depending on market conditions, said Adel 
Farouk, its head of structured fi nance. It will be used to refi nance an 
existing US$700 million loan taken in December which has a one-year 
extension option.

Barwa is an affi liate of Qatar Investment Authority, with 45% percent 
of its stake held by Qatari Diar Real Estate & Investment. 

SAUDI ARABIA
Foreign reserves to increase 
Egypt-based investment bank EFG-Hermes predicts that by the end of 
2010, Saudi Arabia’s foreign reserves will increase by 65% to US$595 
billion on record fi scal surpluses. It expects the kingdom’s fi scal 
surplus to reach 23.5% of gross domestic product (GDP) by the end of 
this year and will remain above 15% of GDP in 2009 and 2010.

Net foreign assets will increase to 93.7% of GDP by the end of 
next year, and 109.7% the following year, said Monica Malik, chief 
economist at EFG-Hermes. She added that reductions in debt levels 
will possibly be moderated as the government looks to balance debt 
reduction and liquidity in the Saudi economy. 
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SINGAPORE
Soft launch for KFHS
Kuwait Finance House Malaysia had a soft launch recently for its 
subsidiary in Singapore, Kuwait Finance House Singapore (KFHS), its 
fi rst unit beyond Malaysia.

KFHS was established in November 2007 and had received its 
acknowledgement from the Monetary Authority of Singapore on the 
18th March this year. The Singapore subsidiary is headed by Lim Boh 
Soon as its CEO. 

INDONESIA
Sukuk to be issued in August
The government plans to sell its fi rst Sukuk in August, said Rahmat 
Waluyanto, director general of debt management in the fi nance 
ministry. The ministry’s assets valued at IDR18.8 trillion (US$2.05 
billion) have been identifi ed as the collateral for the Sukuk Ijarah.

The ministry is also drafting the rules on implementing the law on Sukuk 
which was enacted in April. Rahmat also announced that the government 
will issue its fi fth conventional retail bond in September. 

UAE
DIB and Emcredit sign agreement
Emcredit has signed an agreement with Dubai Islamic Bank (DIB) to 
provide credit information and risk assessment services to the bank. 
It will start by offering reporting solutions in check payment defaults 
by individual and companies in the UAE.

DIB is the latest bank to use Emcredit’s services. Citibank and Dubai 
Bank had also signed agreements with the credit bureau, as well as 
several government departments such as Dubai e-Government, Dubai 
Police, Dubai Public Prosecution and Dubai Land Department’s Real 
Estate Regulatory Authority. 

SAUDI ARABIA
Saudi ranks third in Sukuk issuance
The kingdom is ranked third globally in terms of Sukuk issuance after 
the UAE and Malaysia, according to a report by the National Commer-
cial Bank. The value of its corporate Sukuk in 2007 was US$5.68 billion 
while the announced Sukuk in the same year was US$5.7 billion.

The report expects the increasing demand for Islamic fi nance to boost 
issuance of Islamic bonds in the years to come. 

SAUDI ARABIA
Saudi Electricity to raise funds
Plans are underway to issue Sukuk, said Saudi Electricity, to help fund 
moves to meet demand for power and cope with the high contracting 
costs. The Sukuk will only be open to fi rms and individuals residing in 
the kingdom. It did not reveal the size of the Sukuk but the company 
will need to spend US$6.93 billion on four planned power plants that 
will add about four gigawatts to its power capacity.

Saudi Electricity issued its fi rst Sukuk last year which attracted SAR7 
billion (US$1.9 billion) from investors. It was initially seeking to raise 
SAR2.5 billion (US$667 million) in the July issuance, which was priced 
at 45 basis points over the Saudi Interbank Offered Rate. 

THAILAND
Country’s lagging in Islamic fi nance
The country is facing many obstacles in its move to develop an Is-
lamic fi nance market to compete with other Southeast Asian coun-
tries, such as the lack of a Shariah compliant legal and regulatory 
framework, said the fi nance ministry’s deputy permanent secretary, 
Sathit Limpongpan. He added that a working group is studying Thai-
land’s fi nancial reporting, accounting and tax systems to fi t in Shariah 
principles.

The country had planned to issue a US$500 million sovereign Sukuk 
this year which would have been its fi rst, but canceled the issuance 
to address several issues, said the chief of the ministry’s public debt 
management unit, Pongpanu Svetarunda. The bond will possibly be 
issued in the next fi scal year but no decision on the amount has been 
made, he added.

Thailand lags behind Malaysia, which has issued two-thirds of the world’s 
Islamic bonds. Singapore is planning Sukuk guidelines while Hong Kong 
is mulling to scrap stamp duty on it to avoid double taxation. 

UAE/US
Bank of New York Mellon operates in DIFC
The Bank of New York Mellon has announced the opening of its 
offi ce in the Dubai International Financial Center (DIFC) as part of its 
commitment to the development of its business in the MENA region.

The bank is one of the largest asset managers, treasury services 
providers and depositary receipt banks globally and is the leader in 
asset servicing. 

BAHRAIN
Sakana signs two pacts
Sakana Holistic Housing Solutions has signed agreements with 
two real estate developers to provide Shariah compliant mortgage 
solutions for buyers of new luxury developments.

Promobai Development & Real Estate is expected to complete its 27-
fl oor residential development, Crystal Heights in 2010, while Pearl 
Development & Real Estate is also set to have ready its freehold 
commercial development, Platinum Tower that same year.

Sakana is regulated by the Central Bank of Bahrain and is a joint 
venture between Bank of Bahrain and Kuwait & Shamil Bank. 

UK
Treasury adamant on Sukuk
The UK Treasury is set to sell its government Sukuk, said treasury 
minister Kitty Ussher. No decisions have been made yet regarding the 
tax rates and the underlying assets to back the bonds, she added.

Ussher had said in early June that the treasury prefers the Sukuk to 
be ‘bill-like’ rather than ‘bond-like’ as bills are much simpler and less 
risky but added that it does not rule out issuing ‘bond-like’ Sukuk in 
the future. 
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UAE
Landmark to launch Islamic hotels
Landmark Hotel Management is launching 10 Shariah compliant 
hotels and service apartments in the UAE and Saudi Arabia by the 
end of 2010, in line with the fi rm’s strategy to cater to the demand 
for Islamic projects in the Middle East. Six will be in Dubai, two in Abu 
Dhabi and one each in Fujairah and Jeddah, Saudi Arabia.

They will be built to world-class standards and offer a wide range of 
amenities to attract both Muslim and non-Muslim guests, said S. M. 
Sadique, managing director of the Landmark Hotel Group. 

SAUDI ARABIA
ICCI launches new investment company
The Islamic Chamber of Commerce and Industry (ICCI) has launched 
an investment company with the aim of manufacturing low-cost cars, 
aircraft and satellites. Foras Investments will be collaborating with 
the Organization of the Islamic Conference (OIC) and the Islamic 
Development Bank (IDB) to achieve its aim, said ICCI chairman Sheikh 
Saleh Kamel.

The limited joint stock company will have an initial capital of SAR562 
million (US$150 million), with 20% of its stake held by IDB. Investors 
from Saudi Arabia, Kuwait, Egypt, Senegal and Mauritania have 
expressed interest in investing in Foras, said Kamel. The company 
will also help promote bilateral tourism, infrastructure development 
as well as free trade agreements among the OIC member countries, 
he added. 

MALAYSIA
SC takes initiatives to improve ICM
The Securities Commission (SC) is to publish a six-book series on the 
country’s Islamic capital market (ICM). To be available next year, the 
books are designed to be comprehensive and practical sources of 
reference and will cover Sukuk, equities, structured products, risk 
management, derivative products and regulatory framework.

The SC will meanwhile conduct an Islamic markets program on the 6th 
July to 11th July to inform industry players of new developments. Spon-
sored by the government’s economic planning unit, last year’s program 
also had participants from Bangladesh, Mauritius and Japan.

FRANCE
Moody’s comments on France
Moody’s Investors Service has issued a special comment on France, 
entitled ‘Islamic Finance in France: Strong Potential but Key Obstacles 
Persist’, describing the legislative, regulatory, technical and commercial 
changes necessary for the introduction of Shariah compliant fi nance 
in the country. It also examines the social and political obstacles that 
France needs to overcome as well as the lessons to be learnt from the 
UK’s experience in this fi eld.

Anouar Hassoune, Moody’s vice president and senior credit offi cer, 
said France’s potential in the Islamic fi nance industry is huge but it 
has yet to capitalize on the opportunity. Hassoune, who authored the 
comment, said the French fi nancial and banking system does not 
offer access to a wide range of Islamic products and services, but that 
French law is suffi ciently fl exible to accommodate a Shariah compliant 
fi nancing system without having to undergo major changes.

He added that the country is seeking oil wealth from the Gulf region 
but is facing the risk of creating barriers to establish its own Islamic 
fi nance market. 

SINGAPORE
KFH reduces apartments purchase
Kuwait Finance House (KFH) has bought 36 units of GuocoLand’s 
two- and four-bedroom apartments, including a penthouse, at the 
Goodwood Residence at SG$2,800 (US$2,060) per sq ft (psf) instead 
of 97 four-bedroom apartments at SG$3,200 (US$2,350) psf that it 
had initially agreed to in December last year.

Markets watchers said KFH may have pulled out after realizing that it 
was paying too much for the properties and that reselling them quickly 
can be diffi cult. The estimated fair price for the apartments, according 
to analysts, is between SG$2,000 (US$1,470) and SG$2,900 
(US$2,131) psf.

The Goodwood Residence was originally planned to be launched in 
the fi rst quarter of this year. 

UAE
DIFCA calls for more consistency
There is a need for greater transparency from Islamic scholars who 
decide on the viability of Shariah compliant products as this will help 
bring about greater consistency, said Nasser Al-Shaali, CEO of the 
Dubai International Financial Center Authority (DIFCA). He stressed 
that the sector has to create internationally-accepted systems to 
inform investors about Shariah compliancy and that more data should 
be available on the performance of Sukuk.

Nasser pointed out that currently, more emphasis is being placed on 
Shariah standardization than the actual performance of the bonds.

Earlier this year, the Accounting and Auditing Organization for Islamic 
Finance Institutions (AAOIFI) revealed that 85% of Sukuk were not 
Shariah compliant. There were also complaints on the differing 
regulations on Sukuk between national authorities. 

KYRGYZSTAN
Malaysia to be used as model
The Kyrgyzstan government plans to introduce Takaful, Sukuk and 
the production of halal products, and hopes to use Malaysia’s Islamic 
fi nance system as a model, said Shamil M Murtazaliev, adviser to 
the president of the Kyrgyz Republic. He will lead a delegation to 
Malaysia this month to meet with Malaysian companies involved in 
the respective sectors.

Islamic banking was introduced in the country more than a year ago 
and its fi rst Islamic bank, EcoBank, is the most profi table bank in the 
country, he added.

Murtazaliev spoke of the huge potential in the halal industry in 
Kyrgyzstan as demand outstripped supply. A halal law will be 
introduced to ensure that the environment is conducive for Malaysian 
companies, he added.

(Also see Takaful Report on page 23) 
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UAE
Changes to Abu Dhabi insurance plan
The Abu Dhabi Executive Council (ADEC) has introduced amend-
ments to one of the regulations on health insurance in the emir-
ate, as recommended by the Health Authority-Abu Dhabi (HAAD). 
Under the amended rules, a new group of benefi ciaries can take 
advantage of the Basic Health Insurance Plan (BHIP), including 
expatriates with monthly salary of AED4,000 (US$1,089) with ac-
commodation or AED5,000 (US$1,361) without accommodation, 
dependents of resident expatriates, poor non-nationals as well as 
humanitarian critical cases, at the discretion of HAAD.

HAAD chairman Ahmed Al Mazrourie said the amendments are to 
enable low income segments to continue receiving health insur-
ance services under BHIP, especially after the recent increase in 
salaries, and also open the door to more individuals, he added. 

UAE
Takaful House begins surplus refund
The chairman of Takaful House said it has begun refunding 
surplus to shareholders after completing the procedures for share 
allocations. Mohamed Musabbeh Al Neaimi added that amounts 
exceeding their allocated rates will be refunded at a later date.

It was reported last month that all of Takaful House’s 55 million 
shares, which represent 55% of the company’s total capital, were 
taken up in the fi rst week of its subscription period, between the 1st 

June and 12th June. 

QATAR
QFC grants license to Marsh
The Qatar Financial Center (QFC) Regulatory Authority has given 
insurance fi rm Marsh the green light to provide insurance broking 
and risk advisory services in the country.

Duncan Buchanan, CEO of Marsh Qatar, described the county as 
one of the world’s fastest growing economies, and said the company 
looks forward to playing a part in its development and success. 
The CEO and director general of QFC authority, Stuart Pearce, said 
Marsh will bring valuable risk management and transfer expertise to 
the market and will support QFC’s objective to become the leading 
insurance and reinsurance hub in the region. 

SAUDI ARABIA
AXA to set up shop in Saudi

MALAYSIA
Ministry to start Takaful scheme
Information minister Ahmad Shabery Cheek said the ministry plans 
to introduce a Takaful funeral scheme for its 10,000 employees. 
Under the plan, a deceased’s family will receive RM500 (US$153) 
for funeral expenses as well as RM3,000 (US$916) in cash aid. 

AXA has received regulatory approval to open a unit in Saudi Arabia, 
said the insurance company. CEO Jean-Louis Laurent Josi said this 
will pave the way to establish AXA as a listed insurance company in 
the kingdom.

The company has been underwriting policies in Saudi through a 
distributor while awaiting approval. The new fi rm, said AXA, will begin 
by providing conventional insurance but will offer Takaful if there is 
demand. 

MALAYSIA
AmIslamic launches new Islamic plan
AmIslamic Bank launched its fi rst Islamic investment-linked plan on 
the 1st July. The bank’s CEO, Ahmad Zaini Othman, said AmIslamic is 
targeting to distribute up to 11,000 subscription certifi cates worth 
more than RM40 million (US$12.22 million) under the scheme.

The AmHigh Takaful Investment Linked Plan offers Takaful protection 
and two choices of investment strategies, AmHigh Islamic Cash 
Strategy and AmHigh Islamic Equity Strategies. Participants can 
also choose between lump sum and regular contribution plan with 
tenors ranging between one year and 52 years, said AmBank group 
chairman Azman Hashim.

The Islamic insurance protection is provided by Takaful Ikhlas while 
Germany-based fi nancial services group FWU provided the shared 
services system. AmIslamic will act as the distribution agent. 

BAHRAIN
ACR ReTakaful MEA gets go-ahead
The Central Bank of Bahrain has given the green light for the 
establishment of ACR ReTakaful MEA, the fi rst operational subsidiary 
of ACR ReTakaful Holdings. The new fi rm is the collaborative effort 
of Dubai Islamic Investment Group, Malaysia’s Khazanah Nasional 
and Singapore’s ACR Capital Holdings. ACR ReTakaful MEA will have 
US$200 million in capital and will underwrite general and non-life 
large risk business. 

MALAYSIA/PAKISTAN
Maybank to buy into Takaful fi rm
Malayan Banking (Maybank) has been given the green light by Bank 
Negara Malaysia for its plan to buy 30% of Pak-Kuwait Family Takaful 
in Pakistan. The central bank approved the bank’s application to 
set up or acquire a subsidiary as a special purpose vehicle for the 
acquisition.

Pak-Kuwait Family Takaful is a joint venture between Pak-Kuwait 
Investment, Allied Bank and Saudi Pak Industrial and Agricultural 
Investment. The company has PKR500 million (US$7.2 million) in 
issued and paid-up capital and is in the process of applying for a 
license from the Pakistani authorities to operate the family Takaful 
business, said Maybank. 
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UAE
ADCB gets ‘AAA/1P’
RAM Ratings has assigned ‘AAA/P1’ on Abu Dhabi Commercial Bank’s 
(ADCB) fi nancial institution ratings, with a stable outlook. The ratings 
are refl ective of the bank’s strong fi nancial fl exibility, healthy asset 
quality, positive profi t performance, stable funding and liquidity as 
well as adequate capitalization.

The rating agency has also given a long-term rating of ‘AAA’ to ADCB 
Finance’s (Cayman) (ADCB Cayman) proposed unsecured medium-
term notes (MTNs) worth up to RM3.5 billion (US$1.1 billion). The 
outlook is also stable.

ADCB Cayman is fully owned by ADCB and is a funding conduit for the 
bank. 

MALAYSIA
InfraPerdana looking stable
MARC has affi rmed the long-term rating of MTD InfraPerdana’s 
RM700 million (US$214 million) Islamic medium term notes program 
at ‘AAID’. The outlook is stable.

The rating is based on the company’s strong operating profi tability, 
underscored by the sustained traffi c fl ows on the established and 
matured toll highways operated by wholly-owned subsidiaries MTD 
Prime and Metramac Corporation, as well as its robust operating 
margins, although it is still moderated by its traffi c volume risk and an 
anticipated weakening in debt protection measures as a result of an 
upcoming capital repayment exercise.

MTD InfraPerdana is an investment holding company listed on Bursa 
Malaysia. It has interests in four toll road facilities through its wholly-
owned subsidiaries MTD Prime and Metramac. 

SAUDI ARABIA
Riyad Bank ratings affi rmed
Fitch Ratings has affi rmed Riyad Bank’s long-term issuer default rating 
(IDR) at ‘A’ with a positive outlook, short-term IDR at ‘F1’, individual 
rating at ‘B’, support rating at ‘1’ and support rating fl oor at ‘A’.

The IDRs and support rating are based on the high support from the 
Saudi Arabian authorities Riyad Bank will get should it need any, as 
well as on the size of the quasi-governmental institutions’ stake in it 
and the bank’s systemic importance to Saudi Arabia. The individual 
rating, on the other hand, is refl ective of its strong commercial 
franchise, healthy profi tability, satisfactory asset quality and solid 
capitalization.

Riyad Bank is listed on the Saudi Stock Exchange, and 51.3% of its 
stake is held by quasi governmental institutions, with the remaining 
48.7% held by Saudi investors. It is the fourth largest bank in the 
kingdom. 

LEBANON
Moody’s index ranks Lebanon
The Infl ation Sensibility Index by Moody’s has ranked Lebanon as the 
third most sensitive country among 11 economies in the MENA region 
that it rated. The index measures a country’s vulnerability to infl ation 
shocks and the extent of damage it could have to the country’s 
creditworthiness and sovereign ratings.

According to the index, Lebanon was less vulnerable that Egypt and 
Jordan but is more vulnerable than Morocco, Tunisia, Saudi Arabia, 
Oman, Qatar, the UAE, Bahrain and Kuwait.

The country is placed fourth on the Social Vulnerability Sub-Index, 
which measures social vulnerability in terms of GDP per capita 
in purchasing power parity terms and its rank on the UN’s Human 
Development Index. It is also ranked fi rst on the Fiscal Flexibility Sub-
Index as the country with the least fi scal fl exibility among the 11 Arab 
economies in the survey. 

MALAYSIA
Golden Crop’s Sukuk on Rating Watch
RAM Ratings has placed the AA2, A2, A3 and BBB2 ratings of the Series 
2, Series 3, Series 4 and Series 5 Sukuk Ijarah issued by Golden Crop 
Returns on Rating Watch with a positive outlook. This is due to the rating 
agency’s revision of the long-term price assumption for crude palm 
oil (CPO) in the rating of commercial real estate-backed transactions 
involving oil palm plantations. The CPO price assumption has been 
revised to RM1,600 (US$488.75) per metric tonne from RM1,200 
(US$366.56) previously.

RAM is reviewing the ratings for the Sukuk. It said there is a possibility 
that the ratings on the Series 2 to Series 5 Sukuk will be upgraded upon 
revision of the CPO prices as well as the expected improvement in yields 
from Golden Crop’s Sabah plantations.

Golden Crop is a bankruptcy-remote, special purpose company which 
has been set up as the fi nancing vehicle for this sale and leaseback 
transaction, backed by the plantation and mill assets of Boustead 
Holdings and its various subsidiaries. 

UAE
Dewa’s Sukuk gets ‘AA-’
Fitch Ratings has assigned an ‘AA-’ rating on Dubai Electricity and 
Water Authority’s (Dewa) Sukuk worth AED3.2 billion (US$871.2 million) 
following the receipt of fi nal documentation. The rating is in line with 
Dewa’s senior unsecured rating of ‘AA-’ and long-term and short-term 
issuer default ratings (IDRs) at ‘AA-’ and ‘F1+’ respectively.

The Sukuk was issued by Cayman Islands-incorporated Dewa Funding, 
and the proceeds will be utilized to fund its capital expenditure program. 
Fitch noted that Dewa has now issued US$2 billion under a US$4 billion 
securitization program. 

KENYA
A M Best rates EARe
The fi nancial strength rating on Kenya-based East Africa Reinsurance 
(EARe) has been affi rmed at ‘B’ by A M Best, while the fi rm’s issuer 
credit rating has been placed at ‘bb’.

According to A M Best, EARe has a healthy risk-adjusted capitalization 
with improving underwriting profi ts but may face risks due to its relatively 
small size in terms of absolute capital and surplus. 
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MALAYSIA
MARC rates Emas Kiara’s issuance
The ratings on Emas Kiara Industries’ partially underwritten Mura-
bahah notes issuance facility/Islamic medium term notes have been 
reaffi rmed at ‘AID/ARC-2ID’, with a stable outlook.

The ratings are testament to the fi rm’s leading position in the domestic 
geosynthetic market as well as its enhanced operational effi ciency and 
cost savings derived from plant integration and upgrading exercise. 
Meanwhile, the stable rating outlook refl ects expectations that Emas 
Kiara will demonstrate some earnings resilience due to its improved 
product line diversity and end markets. 

BAHRAIN
TAIB keeps QIB on ‘overweight’
TAIB Bank has reaffi rmed its ‘overweight’ recommendation for Qatar 
Islamic Bank (QIB), with a positive outlook. Qatar also has a healthy 
investment environment, said TAIB, while expressing its confi dence 
that the Qatari bank will further enhance its regional existence and at 
the same time continue with its overseas expansion.

QIB has a total market share of 57% and is likely to prevail against com-
petition, TAIB added. According to TAIB, QIB’s shares are trading at a price 
earnings ratio of 17.88 on its annualized fi rst quarter earnings. 

OMAN
CI upgrades Muscat Bank
Capital Intelligence has raised Muscat Bank’s foreign currency long-term 
and short-term ratings to ‘A’ and ‘A1’ from ‘A-’ and ‘A2’ respectively. The 
ratings are based on the bank’s good management, diversifi ed business 
base and sound overall fi nancial condition. Its fi nancial strength rating, 
on the other hand, is affi rmed at ‘A-’.

Muscat Bank had a good year in 2007 with good profi tability, sound 
asset quality as well as low level of non-performing loans. The bank also 
demonstrated its ability to raise fresh capital when needed. Although 
liquidity has tightened due to the substantial increase in lending, key 
ratios continue to be satisfactory. 

KUWAIT
Stable outlook for Al Fajer Re
A M Best has assigned a fi nancial strength rating of ‘A-’ and ‘a-’ issuer 
credit rating to Al Fajer Retakaful Insurance. The outlook is stable. The 
ratings are refl ect the company’s excellent projected risk-adjusted 
capitalization on a combined basis and the well capitalized reTakaful 
fund, in addition to the regionally experienced management team.

Al Fajer Re provides Shariah compliant reinsurance protection, 
predominantly on a treaty basis, to non-life risks with a projected 
business income of about KWD10 million (US$38 million) in March 
2009, which is expected to grow to about KWD28 million (US$104 
million) by 2011. 

THIS TIME LAST YEAR
• Emirates Bank extended a US$54.5 million two-year 

term loan facility to First Dubai Real Estate Development 
Company, a subsidiary of Kuwait’s Al Mazaya Group. 

• The Abu Dhabi National Energy Company (TAQA) 
revealed plans to sell up to US$9 billion in bonds over fi ve 
years to fi nance its expansion and foreign acquisitions. 

• The Bank of Sharjah acquired a banking license in 
Lebanon via its acquisition of Banque de la Bekaa SAL. 

• Fitch Ratings introduced a spreadsheet for Islamic 
fi nancial institutions, allowing more analytical insight and 
transparency into the institutions’ performance. 

• Kuwait Finance House Malaysia launched the KFH-
MM2H-Hijrah-I program, complementing the Malaysian 
government’s Malaysia My 2nd Home program. 

• Khazanah Nasional listed its US$850 million Sukuk on 
the Dubai International Financial Exchange. 

MALAYSIA
Capable Aspects gets positive ratings
MARC has assigned the ratings on Capable Aspect’s RM40 million 
(US$12.3 million) Islamic medium term notes/Murabahah underwritten 
notes issuance facility (IMTN/MUNIF) at ‘A+ID/MARC-2ID’, carrying a 
stable outlook. They are based on the company’s low risk business 
profi le, strong fi nancial performance and improved credit protection 
measures of its wholly-owned subsidiary, Sinagama II Technologies, a 
leading domestic contract sterilization service provider.

But MARC warns that Capable Aspect’s high debt leverage position, heavy 
capital spending commitments and the competitive challenges faced 
by its non-core logistics business may affect the ratings. Capital Aspect 
was formed to issue bonds to fund the acquisition of Sinagama which, 
through its subsidiaries, provides gamma and ethylene oxide sterilization 
and decontamination services mainly for medical devices.  

MALAYSIA
Midas fully redeems Sukuk series
According to RAM Ratings, Midas Plantation fully redeemed its RM5 
million (US$1.5 million) Class D Series 2 Sukuk Ijarah last week. 
Following the redemption, RM88 million (US$27 million) of the Sukuk 
Ijarah remains outstanding to date, with expected maturity dates falling 
between 2009 and 2013.

The company is a special purpose company incorporated to issue RM93 
million (US$28.4 million) Sukuk Ijarah and RM50 million (US$15.3 mil-
lion) Sukuk Ijarah commercial paper/medium-term notes (CP/MTN) 
programs. Midas had been incorporated as the fi nancing company for 
an Islamic sale and leaseback transaction backed by two oil palm plan-
tations and a palm oil mill .Under the transaction, RH Plantation and 
Timrest sold their benefi cial interests in the assets to Midas. 
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Islamic banking, the model of welfare banking in Bangladesh for the 
past 25 years, recorded 23.1% growth in 2007 over the previous year. 
Managing director M Fariduddin Ahmed of Islami Bank Bangladesh 
Limited (IBBL) said that likewise, the share of Islamic banking of the 
total deposits in the country’s banking sector increased to 15.25% 
in 2007 from 13.46% in 2006. Islamic banks’ share of the total 
investment for the banking sector in 2007 rose to 14.96% from 
12.32% in 2006. The number of depositors in Islamic banks stands at 
more than eight million with more than a million investment clients.

“The main reason of the success of Islamic banking in Bangladesh, 
80% of whose population is Muslim, lies in the strength of Islam, 
its complete code of life. The people want to mould their daily life in 
accordance with Islam. Islamic banking is therefore widely accepted 
among the people,” he told Islamic Finance news. “Though the economy 
and the banking system during colonial rule were interest-based, the 
people yearned for interest-free banking.”

IBBL was the fi rst Shariah-based bank in South Asia, established 
by local entrepreneurs with strong fi nancial and other support from 
the Islamic Development Bank, seven fi nancial institutions from fi ve 
Gulf and European countries, three government institutions and two 
globally prominent personalities. IBBL began its operation on the 
30th March 1983 with its fi rst branch opening on the 12th August the 
same year.

IBBL, according to Fariduddin, has about 57% market share of the 
Islamic banking sector in Bangladesh. The operating profi t of IBBL 
grew by 30% to US$54.8 million in 2007 from US$42.16 million in 
the previous year.

The Islamic banks in Bangladesh provide investment modes under Al-
Mudarabah, Al-Musharakah and Ijarah Muntahia Bit-Tamleek, as well 
as hire purchase under Shirkatul Meelk, Bai-Murabaha, Bai-Muajjal, 
Bai-Salam and Bai-Us-Sarf.

Fariduddin said all the deposit and investment schemes of Islamic 
banking are innovative. Apart from the various saving schemes, he 
pointed out that the Hajj Savings Scheme, Mudaraba Muhor Savings 
Scheme, Mudaraba Waqf Cash Deposit Account and some others 
give Islamic banks individuality compared to conventional banks. 
Household Durable Scheme, Small Business Investment Scheme and 
Investment Scheme for Doctors are among other popular schemes.

IBBL, he added, is the fi rst commercial bank in Bangladesh to have 
the nationwide Rural Development Scheme to enable the rural people 
to be fi nancially solvent. 

By Dalila Abu Bakar

Solid base for Islamic fi nance
BANGLADESH MALAYSIA

IDB’s fi rst ringgit Sukuk in August
The Jeddah-based Islamic Development Bank (IDB) will launch its fi rst 
ringgit-denominated Sukuk in August, amounting to RM500 million 
(US$152.7 million), in line with its move to promote the overall Islamic 
capital market in member countries. It will be the fi rst tranche of its 
RM1 billion (US$306.2 million) Medium Term Notes, said Director 
Ahmed Saleh Hariri of the IDB’s Regional Offi ce in Kuala Lumpur.

IDB began issuing Sukuk in 2003 and the fi rst two were dollar-
based. “We have seen the success of other institutions such as IFC 
(International Finance Corporation) and many local companies,” he 
told Islamic Finance news. The joint lead managers and bookrunners 
for the fi rst tranche are CIMB Investment Bank and Standard 
Chartered Bank while the co-lead managers are Kuwait Finance 
House (Malaysia) and RHB Islamic Bank.

He said proceeds from the fi rst tranche will be used to fi nance 
two projects in Malaysia worth RM400 million (US$122.2 million) 
— the South Klang Valley Expressway (SKVE) and a Shariah Court 
in Selangor. SKVE will be a 51.2 km six-lane tolled dual carriageway 
providing an alternative link between the east and west coasts.

While a roadshow will be organized in August to woo investors in 
Malaysia’s major cities, Hariri said the second tranche may be issued 
by the middle of next year, depending on the market response for 
the fi rst issuance and the bank’s preparedness for other projects. 
“We must have solid projects. We are working with the government to 
participate in development corridors such as Iskandar (in the south of 
the Malaysian peninsula),” he added.

Hariri also said the IDB, whose current portfolio is mainly in education 
and health projects, is diversifying into infrastructure and information 
technology. It is also working closely with Malaysian oil corporation 
Petronas, government investment arm Khazanah Nasional and other 
major companies to jointly fi nance big projects. 

IDB, an “AAA” rated institution owned by 56 countries, is mainly 
focusing on promoting socio-economic development in member 
countries as well as Muslim communities in non-member countries.

On another note, he said IDB is inviting key offi cials from member 
states to learn from Malaysia’s success in Islamic fi nance. Two months 
ago a team from the central bank of Tajikistan was in Malaysia. 
IDB is also organizing an Islamic course for 20 participants from 
six Muslim countries next month in collaboration with Malaysia’s 
central bank. 

By Dalila Abu Bakar
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India is seeing increasing interest in Islamic banking with more Shariah 
products being introduced. With a Muslim population of about 140 
million, it is the second largest geographic market and larger than 
most Islamic nations. “The Indian market is signifi cant and has huge 
potential for Islamic banking,” said a consultant at a fi rm based in 
Delhi who declined to be identifi ed.

However, the number of organizations offering Islamic fi nance in India 
is still very small, primarily due to the current regulatory constraints 
that do not allow the operations of Islamic banking per se. “The 
regulator, Reserve Bank of India, does not have separate Islamic 
banking rules. Hence, India has a long way to go compared to South 
East Asian and GCC countries,” he told Islamic Finance news.

As non-banking and fi nance companies, these fi rms are not part of the 
mainstream Indian banking sector. According to him, these companies 
facilitate investments in companies which operate in areas that do 
not violate key Islamic tenets. “As Islamic banking is limited to only a 
handful of companies, the total Islamic banking deposits is estimated 
at US$17.31 million (INR750 million) compared to US$0.755 trillion 
(INR32.7 trillion) total deposits in the banking system,” he added.

The two leading players are Parsoli Corporation and Idafa Investments. 
The past 18 months saw rising interest in Islamic products, particularly 
in asset management. Indian fund houses have been gearing up 
to exploit the opportunity to absorb large investments from Arab 
countries.

While SBI Mutual Fund has already introduced a Shariah compliant 
offshore Resurgent India Opportunities Fund, UTI Mutual Fund has 
an offshore Shariah compliant fund and plans to start a domestic 
counterpart. Tata Asset Management has a Shariah compliant mutual 
fund and Taurus Asset Management is expected to introduce an 
Islamic fund in association with Parsoli.

Last month, Eastwind Capital Advisors launched the EW India Islamic 
Index which comprises 644 Shariah compliant companies to attract 
Gulf-based investors and is technically a subset of the EW All Share 
Index which covers 99.5% market capitalization in India. 

Boom time ahead for banking sector
INDIA MALAYSIA

Likely chemical logistics hub
Tanjung Langsat Port, aiming to be Southeast Asia’s premier specialty 
terminal, plans to issue RM500 million (US$152.7 million) Sukuk to 
fi nance its port. Of the amount, RM130 million (US$39.7 million) is 
needed immediately to build a specialized dry cargo wharf. The rest 
will be used as working capital for the expansion in the next two years. 
The port planning development philosophy is demand-driven.

Tanjung Langsat Port, a unit of state body Johor Corporation, wants 
to handle bulk cargo such as liquefi ed petroleum gas and dangerous 
chemicals. In May this year, it issued RM385 million (US$117.58 
million) nominal value Islamic debt notes to expand port operations and 
repay borrowings. The debt notes comprised RM250 million (US$76.35 
million) Sukuk Musharakah and up to RM135 million (US$41.24 million) 
Musharah commercial papers/ Musharakah medium term notes.

The port, in the southern part of the Malaysian peninsula, has 
invested RM260 million (US$79.41 million) to develop the land, 
tank farm and jetty infrastructure as well as for dredging. It is 
building three more berths for liquid cargo costing RM165 million 
(US$50.39 million) and a general/specialized cargo wharf costing 
RM130 million (US$39.7 million). The new facilities will be ready by 
end-2009.

The port expects to record an annual profi t of RM22 million (US$6.72 
million) over 15 years with annual revenue targeted at RM90 million 
(US$27.49 million). To date, its total borrowings stand at RM385 
million (US$117.58 million) of which RM250 million (US$76.35 
million) are long-term loans.

The total committed investments by Tanjung Langsat Port and other 
investors in the port area from 2007 until 2010 is RM1.72 billion 
(US$525 million). 

The Tanjung Langsat industrial area complex has to date attracted 
investments close to RM10 billion (US$3.05 billion) including foreign 
direct investment. Petrochemical industries will account for 60% of its 
activities, with gas production, steel-making and marine and marine-
related industries making up the remaining 40%.

In vying to become the Asian chemical logistics hub, Tanjung Langsat 
Port faces stiff competition from overseas such as the Banyan 
Logistics Hub on Singapore’s Jurong Island and Majisan Port off 
the coast of the Shanghai Chemical Industry Park at Caojing, China. 
Currently, large chemical carriers usually transfer cargo to smaller 
ships at Singapore or Ulsan, South Korea.

Reports by Dalila Abu Bakar
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While the roots of Islamic fi nance lie in ancient Islamic principles, 
the development of Islamic fi nance as an industry is relatively new. 
Developing at a remarkable pace of about 10% — 15% a year, this 
industry now represents a vast global practice which has developed 
a worldwide presence.

This can be attributed to the fact that many predominantly Islamic 
nations have seen an increase in fi nancial wealth mainly due to a surge 
in exports and increasing oil prices. This increasing income is fuelling 
an increase in demand for new Islamic fi nancial instruments along 
ethically-aware Shariah principles as an alternative to conventional 
commercial banking and investment products.

The share of the US in the world’s gross domestic product (GDP) is 
expected to fall (from 21% to 18%) and that of India to rise (from 6% 
to 11%) by 2025. The rising GDPs of emerging nations like India have 
opened up newer investment avenues for rich Islamic investors from 
the Gulf. In addition, there is tremendous scope for developing and 
marketing new Islamic fi nancial instruments and Shariah compliant 
funds in India.

Indian Economy
Today, India is one of the fastest growing economies and an exciting 
investment destination. The world’s economic center of gravity is 
gradually shifting from the established wealthy economies to the 
emerging economies including India.

The Indian economy experienced a GDP growth of 9.0% during 2005-
2006, rising to 9.4% during 2006-2007. By 2025 India’s economy 
is projected to be about 60% the size of the US economy. The 
transformation into a tripolar economy will be completed by 2035, 

with the Indian economy only a little smaller than the US economy 
but larger than that of Western Europe. By 2035, India is likely to be 
a larger growth driver than the six largest countries in the EU, though 
its impact will be slightly more than half that of the US. India, which is 
now the fourth largest economy in terms of purchasing power parity, 
will become the third major economic power within 10 years.

A survey conducted by UNCTAD showed that 42% of experts on foreign 
direct investment (FDI) have put India as the third most attractive 
location after China and the US. In the same survey MNCs have put 
India as the second most attractive location for FDI after China. In 
fact, India is projected to be one of the three largest economies of the 
world by 2050.

Indian markets
The Indian capital market is well regulated. The stock markets in India 
are among the most developed and organized in the world. Two of 
India’s 23 exchanges, the Bombay Stock Exchange (BSE) and the 
National Stock Exchange (NSE), are on par with the best in the world.

Scope of Islamic Investments in India
By Taher Badshah

continued...

Source: Islamic fi nance: Relevance and growth in the modern fi nancial age, Iqbal Khan-Febuary 2007

“The world’s economic center 
of gravity is gradually shifting 
from the established wealthy 
economies to the emerging 
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Scope of Islamic investments in India (continued)

India is now considered as one of the most appealing investment 
destinations for foreign investors. Also, due to a large number of 
companies listed on the Indian stock exchanges and meeting Shariah 
investment norms, India is looking like an interesting option for Islamic 
investors seeking an India exposure.

Study on Shariah compliant stocks
To gauge the scope of Islamic investment opportunities in the Indian 
stock markets, it is imperative to examine stocks which conform to 
the norms stipulated by the Shariah principles. A detailed study was 
conducted by Dr Shariq Nisar, an eminent personality in Islamic 
fi nance in India.

Below are a few fi ndings from his study on Islamic investments in 
India:

Shariah compliant stocks in India 

Parameters NSE BSE-500

Number of companies listed 1,331 500

Number of Shariah compliant 
companies

405 257

Percentage of Shariah 
compliant market cap of total

61.4 60.44

(31st December 2007) 

NSE
Of the 1,331 companies listed on the NSE, 405 companies are 
qualifi ed on Shariah parameters. The market capitalization of the 
qualifying stocks was 61% of the total market capitalization of the NSE. 
Moreover, even though the number of Shariah compliant stocks was 
limited, the share of market capitalization of these Shariah compliant 
stocks never went below 50% of the total market capitalization. 

The current share of Shariah compliant market capitalization in India 
is higher than that of most of the Muslim countries such as Malaysia, 
Pakistan and Bahrain, where the share of Shariah compliant market 
capitalization was at 57%, 51% and 6% respectively of the total 
market capitalization. Sectors such as computer software, drugs and 
pharmaceuticals and automobile ancillaries constituted about 36% of 
the total Shariah compliant stocks on the NSE.

BSE
Research of Shariah compliant stocks on the BSE 500 Index shows 
that the number of companies complying with Shariah principles has 

steadily grown from merely 95 companies in March 2002 to 164 in 
2004, 237 at the end of March 2005 and 257 in 2007.

Below are the top Shariah compliant sectors at the BSE along with 
their market cap:

Top Shariah compliant sectors at the BSE

Sr. No. Top Sectors Number of 
companies

Market Cap (INR 
crore)

1 Computer software 36 442,310.95

2 Telephone services 4 316,974.73

3 Infrastructure and 
real estate

26 227,965.31

4 Drugs & 
pharmaceuticals

27 135,499.31

5 Finished steel 5 119,842.37

6 Trading 10 112,404.58

7 Cement 11 97,039.16

(31st December 2007) 

Conclusion
The opening up of the Indian economy and improving global 
competitiveness has placed India on the economic radar of global 
players. FDI infl ows have gone up from US$2.2 billion in 2003-2004 to 
US$15.7 billion in 2006-2007.

Slowly the world’s economic center of gravity is shifting away from the 
established, wealthy economies to the emerging economies including 
India. As the world’s largest democracy, it is one of the fastest 
growing large economies in the world with enormous investment 
opportunities.

Over the last 10 years, the Islamic fi nance industry has grown 
considerably. The scope for Islamic investments in India has widened 
mainly due to two reasons: internal demand and the external supply. 
The internal demand is due to the huge Muslim population in the 
country which is at 150-160 million (India is the second largest Muslim 
populated country in the world). There is acute awareness of Islamic 
fi nancial products, plus India’s Muslim community has a high savings 
track record of more than INR40 billion (US$932.18 million) a year.

The external supply such as the investment opportunities in other 
Muslim countries is limited and hence investors seeking to invest in 
Shariah compliant funds are looking for opportunities in emerging 
economies like India.

With hundreds of Indian companies complying with economic laws of 
Shariah, India is now becoming an attractive destination for Islamic 
investments. Islamic fi nancial institutions and Shariah conscious 
domestic investors are fi nding the Indian stock markets an alternative 
to investing in other economies. 

Taher Badshah is an investment adviser with Kotak Mahindra 
Offshore Funds. References are available on request from the 
writer. For further information, call +44 207 977 6900. The writer 
thanks Dr Shariq Nisar for sharing his research and study.

“Also, due to a large number of 
companies listed on the Indian 
stock exchanges and meeting 
Shariah investment norms, India 
is looking like an interesting 
option for Islamic investors 
seeking an India exposure”
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In a previous article – “The New Sukuk Law in the UK” in Islamic 
Finance news, Vol.4 issue 29, page 17 – the new tax law contained 
in the Finance Act (FA) 2007 was explained. The article commented: 
“In the case of issuing companies, the rules are workable and in 
straightforward cases will enable UK companies to issue Sukuk and 
to obtain tax relief for the income payments on them. 

However, the new rules are not entirely satisfactory for issuers and 
there is not yet a ‘level playing fi eld’ between companies seeking 
fi nance through issuing Sukuk and companies issuing conventional 
bonds.”

The key areas not addressed by FA 2007 are best explained by 
considering the example of an Ijarah Sukuk:

Ijarah Sukuk structure

The example envisages the owner selling a building to a special purpose 
vehicle (SPV) owned by a charity. The SPV pays for the building with 
cash raised by issuing Sukuk to investors, thereby providing fi nance 
to the owner. 

The SPV then leases the building to the original owner, earning rent 
which is passed on periodically to the Sukuk investors. At the end of 
the Sukuk’s contractual duration, the SPV will sell the building back to 
the original owner and pay the cash sale proceeds to the investors to 
extinguish the Sukuk.

If the building is located in the UK, each of these transactions, (the 
initial sale, the grant of the lease and the fi nal sale) is a land transaction 
for stamp duty land tax (SDLT) purposes. If the building is worth more 
than GBP500,000 (US$998,000) then the rate of SDLT payable on 
each of the initial and fi nal sales is 4%, making a total charge of 8%. 
While SDLT is also charged on leases, it is likely that in most cases the 
lease should be exempted from SDLT under the sale and leaseback 
provisions in FA 2003 s.57A.

Furthermore, if the current value of the building exceeds the owner’s 
original base cost for tax purposes (as uplifted by indexation allowance 
which is an addition to the base cost given to companies calculated 
by reference to movements in the retail prices index from original 
purchase to the current date) then the owner’s sale to the SPV will be 
subject to corporation tax at 28% on the gain made.

The comparable conventional transaction is for the owner to issue a 
conventional bond secured on the building. This transaction results 
in no SDLT costs and does not involve a disposal of the building for 
corporation tax purposes. Conversely, the Sukuk transaction involves 
SDLT at 8% (except for buildings worth under GBP500,000) and 
also involves taxation of any capital gain inherent in the building if 
the current value exceeds the indexed base cost. These are the main 
reasons there is not yet a “level playing fi eld.”

HMRC consultation document
On the 26th June 2008, HM Revenue & Customs (HMRC) issued a 
consultation document titled “Stamp Duty Land Tax: Commercial 
Sukuk.” 

It makes the same points regarding the charge to SDLT on the 
initial and fi nal sales, and also the probable applicability of sale and 
leaseback relief preventing an SDLT charge on the lease from the SPV 
to the original owner.

In paragraph 5.10 it states “There is also some uncertainty as to 
whether Sukuk certifi cate buyers would be liable to SDLT as the 
certifi cate will evidence their interest in an underlying chargeable 
asset.”

The author’s view is that if the Sukuk fall within the alternative fi nance 
investment bond (AFIB) defi nition in FA 2005 s.48A, then the effect 
of FA 2005 s.48B (2) — “For the purposes of an enactment about any 
tax (and irrespective of the position for other purposes): (a) a bond-
holder shall not be treated as having a legal or benefi cial interest in 
the bond assets” — should prevent the Sukuk certifi cate buyers from 
being chargeable to SDLT, as SDLT is a tax.

However, it would be preferable to put the matter beyond any doubt 
while amending the SDLT legislation to eliminate the SDLT charges on 
original and fi nal transfers of the building.

In passing, stamp duty is not a tax but a duty, which is the reason that 
provisions were needed in Finance Bill 2008 to exempt the transfer of 
Sukuk from stamp duty if the qualifying requirements in the legislation 
are met.

The UK Tax Law for Sukuk
By Mohammed Amin

Issue Sukuk

Pay issue price

Periodical payments
representing SPV’s profits

Pay rent
periodically

Pay
price

Sell
buildingLease

Charity

Special Purpose
Vehicle (SPV)

Investors

Owner

continued...

“In passing, stamp duty is not 
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requirements in the legislation 
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The UK Tax Law for Sukuk (continued)

The consultation document notes in paragraph 5.13: “There are 
signifi cant tax avoidance risks associated with addressing these 
issues. The use of SPVs, in particular, is currently one of the most 
common ways of avoiding SDLT.” 

Accordingly, the proposals put forward by HMRC for a possible way of 
eliminating the SDLT charges on Sukuk issuance are designed to be 
responsive to such concerns.

The main proposals regarding the new relief are:

• The relief if introduced will be legislated in Finance Bill 2009. 
Accordingly, until FA 2009 receives Royal Assent around July 
2009, the issue of Sukuk based on UK land and buildings will 
potentially involve SDLT costs totaling 8%.

• Relief will only be available if the Sukuk fall within the AFIB 
defi nition in FA 2005 s.48A. That is consistent with the general 
approach of the UK tax system, which relies upon its own 
specifi c defi nitions for transactions which may be used to 
effect Islamic fi nance arrangements.

• The relief will be self-certifi ed. Under FA 2003 s.76 the purchaser 
(for example the SPV for the initial sale and the original owner 
for the fi nal sale) is obliged to deliver a land transaction return 
for SDLT purposes. If the purchaser considers that the relief is 
applicable, it will so indicate on the return, instead of paying 
the 4% tax. HMRC will then have the normal power to enquire 
into the return within the statutory time limits if it so wishes. 
This self-certifi cation approach is consistent with the approach 
to other SDLT reliefs in FA 2003 and eliminates the delays that 
could arise if advance approval from HMRC is needed before 
the relief could be applied.

• For the original sale to be exempt from SDLT, the asset must 
be defi ned and must return to the originator, i.e. the original 
owner, within the same period as the duration period of the 
Sukuk. The key goal is to avoid the asset remaining with the 
SPV, or indeed with another party, after the Sukuk period 
expires as that would mean that it had been effectively sold 
without the payment of SDLT.

• A charge would be held on the asset by HMRC for the period it 
is held by the SPV. This legal charge would facilitate collection 
of the SDLT by HMRC should at any time the qualifi cations for 
the relief fail to apply.

• For similar reasons, the Sukuk issuer would need to identify a 
UK agent who would become liable for SDLT should the asset 
not return to the originator.

• The consultation document mentions that industry 
representatives have expressed a strong preference for 
asset substitution to be allowed within Sukuk arrangements. 
Accordingly, the SDLT exemption will allow asset substitution. 
However, no relief will be granted on a substituted asset until 
the original underlying asset has been returned to the originator. 
This will minimize the risk of loss of SDLT by minimizing the 
amount of SDLT deferred in connection with buildings held by 
the SPV.

• If the asset is not returned to the originator, the SPV will be 
liable to SDLT. The consultation document does not specify 
the amount. However, considering the approach proposed 
below if the 10% limitation is not applied, one assumes the 
liability would be assessed by reference to the market value of 
the asset at that time. Liability for the SDLT will extend to any 

company in the same group as the SPV. If the SDLT cannot be 
recovered from the SPV or any company in the SPV’s group, 
then the UK agent will become liable for the charge.

• For the issue and subsequent resale of the Sukuk to be 
exempted from SDLT, the SPV must issue sukuk up to the 
value of at least 95% of the asset. This requirement may 
cause commercial diffi culties, as it would limit the scope for 
over-collateralization. For example, to enhance the security of 
the investors, the originator may be willing to sell a building 
worth, say, GBP100 million (US$200 million), to the SPV for 
a price of GBP80 million (US$160 million), with rent being 
assessed as if the building was worth only GBP80 million, 
and with a provision for the originator to buy the building back 
for GBP80 million upon expiry of the Sukuk. This would give 
the investors a GBP20 million (US$40 million) safety margin 
should the originator default on its buyback obligations. A more 
appropriate approach may be to require Sukuk to be issued for 
a value equal to at least 95% of the price paid by the SPV to 
acquire the asset.

• The consultation document also proposes provisions which 
would effectively prevent more than 10% of the Sukuk being 
held by one person. The mechanism would be to require the SPV 
to limit the income paid to any holder of more than 10% of the 
issued Sukuk; if the SPV failed to apply the income restriction 
on three occasions then it would become liable to SDLT at 4% 
on the market value of the asset. This 10% limitation could 
be considered analogous to the 10% ownership limit for real 
estate investment trusts set out in FA 2006 s.114. However, 
apart from saying that it is “to address avoidance risks,” the 
consultation document does not offer any other rationale for 
the limit. The requirement may prove controversial as there is 
no prohibition of a conventional bond being more than 10% 
held by one person. Also, unlike shares of companies (such 
as real estate investment trusts) which are usually registered, 
international bonds are normally issued in bearer form making 
it more diffi cult for the issuer to determine whether the any 
ownership threshold has been exceeded.

Conclusion
The consultation document shows that the UK government wishes to 
develop its tax law to make the issue of Sukuk by UK companies or 
by reference to UK assets feasible. However, progress is likely to be 
slow, with the SDLT costs not being eliminated until mid 2009 at the 
earliest. 

Furthermore at present nothing has been said by the government 
regarding addressing the tax charge that arises if the asset sold to the 
SPV is worth more than its indexed base cost for tax purposes. 

Mohammed Amin is a tax partner for PricewaterhouseCoopers 
LLP and leads the Islamic fi nance practice in the UK. He can be 
contacted by email at mohammed.amin@uk.pwc.com or telephone 
+44 (0) 161 245 2328 and fax +44 (0) 161 245 2906.
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Murabahah is a popular method of fi nancing used in trade fi nance 
activities because an Islamic bank could buy the inventory from a 
supplier and then sell it to the client at a mark-up. If the bank does 
not have the expertise in evaluating the inventory quality, the bank 
could appoint the client as its agent to buy the inventory, and then 
sell it to the client.

This article focuses on the risks that an Islamic bank would face in 
Murabahah fi nancing based on the Islamic Financial Services Board’s 
(IFSB) capital adequacy standard. 

IFSB deliberates on the risks in Murabahah based on the risk 
transformation concept. Simply put, this concept explains that risks 
in Murabahah fi nancing would change dependent upon the stage of 
the transaction.

Before going into the detailed discussion of the risks involved, one 
needs to differentiate between a Murabahah per se and a Murabahah 
to Purchase Order (MPO). Para 86 of the IFSB Capital Adequacy 
Standard defi nes the difference between Murabahah and MPO as 
follows:

A Murabahah contract refers to an agreement whereby the IIFS 
(institution offering Islamic fi nancial services) sells to a customer 
at acquisition cost (purchase price plus other direct costs) plus an 
agreed profi t margin, a specifi ed kind of asset that is already in its 
possession.

An MPO contract refers to an agreement whereby the IIFS sells to a 
customer at cost (as above) plus an agreed profi t margin, a specifi ed 
kind of asset that has been purchased and acquired by the IIFS based 
on a promise to purchase by the customer which can be binding or 
non-binding.

Simply put, if an Islamic bank maintains inventory before the client 
approaches to place an order (like KFH Kuwait that maintains an 
inventory of cars), this would be classifi ed as Murabahah according 
to the standard.

Whereas in a MPO, an Islamic bank buys the asset only upon the order 
of the client (for example, after a client promises to purchase the asset 
from it if the bank buys the asset). 

A promise to purchase could be binding (for example, client is obliged 
to buy from the bank once it purchases the asset) or non-binding 
(client could still decline to purchase it – like Al-Rajhi (KSA) which 
gives its client an option to decline the order made in its commodity 
Murabahah program for example).

Risk transformation in Murabahah
Stages in a Murabahah fi nancing could be categorized as follows:

1. Asset is available for sale — Islamic bank buys the asset 
required by the client or have it ready in its inventory.

2. Asset is sold to the client and selling price is due.
3. Maturity of Murabahah/full settlement of selling price.

In the fi rst stage, when asset is made available for sale but not yet 
sold to the client, the bank faces market risk, that is, fl uctuation of 
asset price in the market. This is true for both a Murabahah and a 
non-binding MPO.

In a binding MPO, however, as the bank has a binding promise from 
the client to purchase the asset, the bank does not face any market 
risk because it has a ready buyer to acquire the asset at an agreed 
price. On the other hand it faces credit risk if the client defaults on his 
promise.

In the second stage, when the asset is sold and delivered to the client, 
the Islamic bank (binding MPO or non-binding MPO) only faces credit 
risk because the asset no longer sits on the bank’s balance sheet. 
Now the selling price (in the form of receivable) is due from the client. 
Hence, the bank faces credit risk, that is, the risk that the client would 
default on payment.

Upon maturity and full settlement, the bank no longer faces credit or 
market risks. Tables below summarize the risks in Murabahah and 
MPO according to the stages of the transaction. 

Table 1: Risks in Murabahah and non-binding MPO

Stage In Contract Credit Risk Market Risk 

Asset available for sale - √

Asset is sold and delivered to a customer, 
and the selling price is due

√ - 

Maturity of contract term or upon full 
settlement of the purchase price

- - 

Table 2: Risks in binding MPO

Stage In Contract Credit Risk Market Risk 

Asset available for sale √ - 

Asset is sold and delivered to a customer, 
and the selling price is due

√ - 

Maturity of contract term or upon full 
settlement of the purchase price

- - 

Understanding Risks in Murabahah
By Shabnam Mokhtar

Next Forum Question

The debate over the necessity and likelihood of convergence for the development of the global Islamic capital 
markets will undoubtedly continue for many years to come. However, what standardization is required in the short 

term and how can this be achieved?
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, 9th July 2008.
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The Islamic revival of the 1970s in the Muslim world is generally 
regarded as the catalyst in establishing an Islamic alternative to the 
conventional fi nancial system to fulfi ll the fi nancial needs of Muslims 
throughout the world. As Muslims worldwide become more conscious 
of the need to strictly adhere to the prohibition of riba (usury) as 
stipulated by the Shariah, the Muslim community began to embark 
on the development of an Islamic system of banking and fi nance.

The roots of Islamic fi nance in Malaysia can be traced back in 1963 
with the formation of the Pilgrimage Fund Board as a savings fund for 
Malaysian Muslims to set aside part of their income to cover the costs 
of performing the annual pilgrimage to Mecca. The funds are invested 
in productive sectors of the country’s economy for a return that is free 
from riba.

In 1980, the participants of the Bumiputra (Indigenous people) Eco-
nomic Congress passed a resolution asking the government to allow 
the Pilgrimage Fund Board to establish an Islamic bank. The call was 
reiterated the following year at the national seminar on the Islamic 
development concept.

In response, a national steering committee was formed to make a 
detailed report on the various aspects of establishing and operating 
an Islamic bank in Malaysia. For this, the panel used the operating 
framework of the Faisal Islamic Bank in Egypt and Faisal Islamic 
Bank in Sudan as guidance. On the 5th of July 1982, the committee 
submitted its report to the government stating that the establishment 
of an Islamic banking institution is not only viable but also highly 
recommended.

In paving the way for the establishment of Islamic banking in Malaysia, 
Parliament passed the Islamic Banking Act 1983 which came in force 
on the 7th April 1983. It provided for licensing and regulating the 
Islamic banking business and modeled on the then Banking Act 1973 
(since replaced by the Banking and Financial Institutions Act 1989). 
It basically retains the normal practices of prudent banking and 
vests the central bank (Bank Negara Malaysia or BNM) with powers 
of supervision and regulation over Islamic banks as in the case with 
other licensed banks.

The major difference between the two laws is that the Islamic 
Banking Act stipulates that an Islamic bank will have to engage in 
Islamic banking business defi ned as banking business whose aims 
and operations do not involve any element which is not approved by 
Islam. To ensure this, a provision in the Islamic Banking Act requires 
an Islamic bank to establish a Shariah advisory body to advise it on its 
operations to ensure that they do not involve any element which is not 
approved by the religion.

The fi rst Islamic bank in Malaysia is Bank Islam Malaysia (BIMB), 
incorporated on the 1st March 1983 and opening for business on the 
1st July the same year with an initial paid up capital of RM80 million 
(US$25 million). It offers Shariah compliant services that are similar 
to those of conventional banks. Since its inception in 1983, BIMB 
has vastly expanded and in 1992 was listed on the main board of the 
Kuala Lumpur Stock Exchange (now Bursa Malaysia).

In keeping with its long term vision of establishing an Islamic fi nancial 
system operating alongside the conventional banking system, BNM 
launched the interest-free banking scheme (IFBS) in 1993 under 
which fi nancial institutions based on conventional banking are allowed 
to offer Islamic banking products and services subject to specifi c 
guidelines. Initially, three banks participated in the scheme. Since 
then the number has increased tremendously with 32 more joining 
IFBS. Furthermore, in October 1999 Bank Muamalat Malaysia was 
formed as the second Islamic bank in the country.

With the success of IFBS and the continuing growth of Islamic 
banking institutions in Malaysia, BNM’s aspiration in implementing a 
dual banking system of Islamic banking operating side by side with 
conventional banks fast became a reality and has helped identify 
Malaysia as a major force in the global Islamic fi nancial market.

Today, Islamic banking and fi nance in Malaysia through the abundance 
of Islamic products and services offered by almost every major fi nancial 
institution in Malaysia has become a popular choice of the Malaysian 
public as a defi nite source of consumer fi nancing. Islamic consumer 
fi nancing, particularly home fi nancing, has been widely regarded as a 
viable alternative to conventional consumer banking even with non-
Muslim Malaysians.

Overview of early Islamic consumer fi nancing in 
Malaysia
During the formative years of Islamic banking and fi nance in Malaysia, 
pioneering Islamic fi nancial institutions such as BIMB had introduced 
a variety of innovative Shariah compliant consumer fi nancing products 
to the market. They provide a viable solution to the public who require 
interest-free fi nancing as opposed to the conventional method of 
banking. Notwithstanding this, the Islamic banking system shares 
similar functions as the conventional banking system.

In Islam there is a clear prohibition of riba but the contract of exchange 
or Al-Bai or sale is declared to be legitimate. Although the contract of 
exchange, traditionally and conventionally, is not fi nancing in character, 
it has been actively deployed as one of the major instruments for 
Islamic fi nancing worldwide. Hence, one of the clear differences 
between Islamic banking and conventional banking transactions is 
that Islamic banking transactions are predominantly based on buying/
selling or contract of exchange whereas conventional transactions are 
based on lending contracts.

Islamic fi nance operates under a number of Islamic principles. 
Among those widely used by Islamic banks during their initial years of 
operation are:

Murabahah asset fi nancing — This refers to the sale of goods at a 
certain price where the sale includes a fi xed profi t margin agreed to 
by the parties. Technically, it is a resale above the cost price such as 
on profi t. The agreement of the sale includes in clear terms the actual 
purchase price of the goods and the profi t margin.

The bank would purchase from the vendor the goods required by the 
customer and then sell them at a mark-up price as previously agreed 

The Trend in Islamic Consumer Financing in Malaysia
By Norliza Mohammed
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on as a cost plus basis profi t contract. Under the Murabahah concept 
the bank does not share either profi ts or losses but assumes the role 
of an intermediary between the vendor and the customer.

This mode of fi nancing was one of the most commonly used during 
the early period of Islamic banking and fi nance in Malaysia as the 
Murabahah contract allows for the fi nancing of inventories and 
fi xed assets. For BIMB, Murabahah is used as a mode of short term 
fi nancing and formed the bulk of BIMB’s fi nancing operations in its 
formative years.

Ijarah — Ijarah, which literally means “to give something on rent,” Ijarah 
refers to a lease contract under which the bank or fi nancial institution 
leases certain goods, equipment or building to its customer against 
an agreed fi xed charge or rental. It is based on a contract between the 
lessor and lessee for the use of a specifi c asset. The ownership of the 
asset is maintained by the lessor-bank while its possession and use 
is conferred to the lessee-customer on payment of specifi ed rentals or 
charges over a specifi ed period of time.

Ijarah makes possible the leasing of business essentials such as 
factory and warehouse space including equipment. It represents an 
important mode of fi nancing and is one of the most frequently used 
instruments in Islamic banks as it is almost similar to conventional 
leasing. It also represented a major activity for BIMB during its early 
years of operation.

Qard Hasan — “Qard” is defi ned as the transfer of ownership of an asset 
or money from the original owner to others on condition that it will be 
returned to the owner in the same condition, form and value. In other 
words, Qard Hasan is an interest-free loan facility where the borrower 
is obliged to repay only the principal amount of the loan unless the 
borrower agrees to additional charges to the principal amount at his 
own discretion.

Islamic banks cannot afford to tie up a signifi cant part of their resources 
for extending Qard Hasan as they have to maintain good profi tability to 
be able to compete with other institutions for mobilizing the savings of 
the community. The non-profi t nature of this loan facility makes it an 
extremely high risk transaction for the banks and as such, the facility is 
rarely offered without the bank practicing cautious discretion. The high 
operating cost coupled with the high risk factor makes the transaction 
unfeasible for banks to offer as a full scale consumer fi nancing like 
the Ijarah or Murabahah. Nonetheless Qard Hasan funding is often 
provided to charity institutions to fi nance their activities. It is also often 
provided as a way of facilitating existing business partnerships.

Bai Bithaman Ajil the premier consumer fi nancing 
facility
Bai Bithaman Ajil (“BBA”) is a contract of exchange for the sale and 
purchase of goods on a deferred payment basis where the agreement 
includes a predetermined profi t margin in the purchase price. It 
provides the purchaser the benefi t of a deferred payment scheme for 
long term fi nancing and in turn the deferred price of the sale of the 
goods carries additional profi ts for the seller-Bank.

Widely recognized as the primary mode of Islamic consumer fi nancing 
in Malaysia, the BBA facility enjoys a dominant role in the Malaysian 
fi nancing market. The impact of BBA to consumer fi nancing in Malaysia 

is especially signifi cant in the Islamic home fi nancing sector where 
BBA has the lion’s share of the market.

The client or customer pays a deposit (“Arboon”), which is normally 10% 
of the property selling price offered by the developer. The customer 
then seeks a bank’s fi nancing facility to complete the purchase. Under 
the property purchase agreement (PPA) the bank buys the property 
from the customer. The purchase price is the fi nancing facility (for 
example 90% of the remaining purchase price of the property) which 
the bank pays directly to the developer. Simultaneously, the bank 
and the customer sign a property sale agreement (PSA) whereby the 
bank sells back the property to the customer at a mark-up (“profi t”) on 
deferred payment by the customer.

To further understand the operation of a BBA fi nancing, assuming that 
a customer wishes to buy a house priced at RM200,000 (US$61,385), 
he puts a down payment of 10% or RM20,000 (US$6,142) and the 
bank agrees to fi nance the remaining 90% or RM180,000 (US$55,085) 
using the BBA method. Assuming that the annual profi t rate (APR) 
charged by the bank is 10% a year and the duration of fi nancing is 20 
years, the Islamic bank buys the house for RM180,000 and then sell 
it to the customer at a profi t, with deferred payments over the 20-year 
period.

The monthly payment for this fi nancing is RM1,737.04 (US$533) 
and payable for 240 months which adds up to RM416,889.35 
(US$128,000) in total. The difference of RM236,889.35 (US$72,494) 
is the total profi t for the Islamic bank from this transaction.

The success of BBA in Malaysia is unsurprising as the Malaysian 
population is of Muslim majority. With the competitive pricing offered 
by Islamic fi nancing institutions compared to conventional fi nanciers, 
Islamic home fi nancing has broadened its appeal to non-Muslims as 
well. While the BBA is widely used in Malaysia, Indonesia, Brunei and a 
few other countries, it has been subjected to much controversy among 
Islamic scholars worldwide with regard to its permissibility; with most 
of the Middle East scholars rejecting it.

BBA is actually an extension of the Murabahah (cost plus) contract and 
share the same roots. Both fi nancing facilities employ the deferred 
payment scheme whereby the commodity exchanged is delivered 
immediately but the sale price (with profi t) is paid in installments 
over a period — for BBA it is a longer period and for Murabahah, it is 
generally a shorter period.

Among the criticisms made against BBA fi nancing:

Similarity to conventional loans — In the conventional system, home 
fi nancing is of course usually interest-based and forbidden in Islam 
but the current BBA home fi nancing is not much different. Instead of 
charging the customer interest, the Islamic fi nancier charges a profi t 
derived through a buy-and-sell contract but regretfully, the profi t rate 
is dependent on the market interest rate due to arbitrage activities. 
Therefore, while the BBA is practiced as Shariah compliant in some 
countries, it is nonetheless similar to the conventional mode with the 
profi t rate tracking the market interest rate. Some jurists even consider 
the BBA concept to be a means to circumvent the prohibition of charging 
interest rates rather than being a different concept altogether.
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BBA as an actual contract of exchange — Under the BBA concept, 
the bank is required to hold ownership of the asset and therefore 
all liabilities as well. But the legal documentation indicates that the 
bank’s role as actual owner is not defi nitive. Hence the similarity 
with conventional fi nanciers who are free from liabilities. Initially 
the common practice of Islamic banks was to provide for novation 
agreements in the BBA fi nancing documentation which make it clear 
that the bank purchases the asset from the vendor and subsequently 
sells it to the customer. However, this practice is currently discontinued 
due to operating diffi culties faced by the bank on the issue of liability.

BBA fi nancing tenure — One of the biggest criticisms against BBA 
is on the terms of tenure which critics consider to bring hardship to 
the customer. Under the current BBA concept, the profi t margin as 
predetermined by the bank is fi xed for the entire duration of fi nancing 
and the profi t margin is capitalized upfront unlike under conventional 
fi nancing. Hence customers wanting to redeem the balance of 
fi nancing before the expiry of the fi nancing period fi nd that the amount 
is far higher than in conventional fi nancing. However, Islamic banks 
are known to give rebates for early repayment but the amount is not 
mentioned in the fi nancing documents and is at the absolute discretion 
of the bank. 

Default in payments — The current BBA fi nancing has attracted 
controversy with regard to the amount of payment of the fi nancing 
in the event of a default by the customer. The legal documentation 
provided by most banks to facilitate the BBA fi nancing provides for the 
customer to settle the whole selling price inclusive of the profi t margin 
which is capitalized upfront. Critics consider the profi t margin claimed 
by the bank for the entire fi nancing tenure after termination of the 
BBA on default as unwarranted and unjustifi able. Moreover, Malaysian 
courts have ruled against such practice.

As a result of mounting criticism against BBA and recent decided 
cases in Malaysia, the market players have been advised to innovate 
products which are free from controversy. In 2006, some Islamic 
banks started to introduce new Islamic banking product for consumer 
home fi nancing based on the Islamic equity principle of Musharakah 
Mutanaqisah.

Musharakah Mutanaqisah the new trend 
The term “Musharakah” is derived from the Islamic fi qh concept of 
“Shirkah” which means sharing or partnership. There are basically two 
main types of Musharakah:

• Shirkat-ul-Milk: joint ownership by two or more persons or 
parties in a particular property or asset.

• Shirkat-ul-Aqd: a contract between two or more persons or 

parties on a common business objective. The sole purpose is to 
share profi ts and losses arising from a jointly owned enterprise 
in line with the Shariah.

Nature of Musharakah fi nancing — A form of partnership between 
the Islamic bank and it clients whereby each party contributes to the 
capital in equal or varying degrees to establish a new project or share 
an existing one, and whereby each party becomes an owner of the 
capital on a permanent or declining basis and have a due share of 
profi ts. Losses are shared in proportion to the contributed capital. It is 
not permissible to stipulate otherwise.

Types of Musharakah fi nancing
a) Constant Musharakah — the partners’ share in Musharakah 

capital remains constant throughout the period; and
b) Musharakah diminishing to ownership — one party has the 

right to purchase the other party’s share which declines until 
one become the sole proprietor of all the capital (Musharakah 
Mutanaqisah).

Diminishing Musharakah/Musharakah Mutanaqisah 
(MM)
This is a Musharakah/partnership in which the Islamic bank agrees to 
gradually transfer to the other partner its share in the Musharakah so 
that the Islamic bank’s share declines and the other partner’s share 
increases until the latter becomes the sole proprietor of the venture.

MM is a partnership contract where the bank and customer form 
a partnership to purchase a certain asset with the bank’s share 
diminishing on the gradual payment by the customer. The MM fi nancing 
concept can be illustrated thus:

a. The customer enters into a partnership agreement with the 
bank for the purchase of an asset.

b. The customer makes a payment for the initial share, e.g. 10%, 
for co-ownership with the balance of shares provided by the 
bank.

c. The bank immediately leases its 90% share under the Ijarah 
concept where the customer agrees to pay rental for the 
lease.

d. The customer subsequently redeems the bank’s share by 
payment of the rentals in installments as agreed upon in 
the MM contract. The rent payable to the bank also reduces 
proportionately.

e. The customer’s share gradually increases upon each periodic 
rental payment until eventually the asset is fully owned by the 
customer and the bank’s share is entirely diminished.

continued...
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MM in Malaysia
The MM fi nancing concept was introduced in March 2006 by Malaysia’s 
fi rst foreign Islamic bank, Kuwait Finance House, upon approval by 
the central bank. In fact, MM is not a recent innovation and has long 
been practiced in the Middle East. However, with the overwhelming 
popularity of BBA fi nancing, MM never had a foothold in the Malaysian 
Islamic fi nancing market until recently. Today, with the mounting 
criticism against BBA and more awareness of its benefi ts as opposed 
to its BBA and conventional counterparts, MM fi nancing is gradually 
shaping up as a fi rm competitor in the Islamic consumer fi nancing 
market. Compared to its conventional or BBA fi nancing counterparts, 
MM has several major advantages:

Juristic preference over BBA — A major advantage is that MM fi nancing 
is supported by most Muslim jurists as an acceptable and Shariah 
compliant form of fi nancing, unlike the BBA which jurists, particularly 
those from the Middle East, do not recognize as being Shariah compliant 
some even considering it to be prohibited. In most countries outside 
Malaysia, MM is widely recognized as the primary mode of consumer 
fi nancing. In 2006 BNM’s Shariah Advisory Council recognized MM as 
a viable form of fi nancing to be offered in Malaysia.

Value saving for customers — In contrast to BBA, MM fi nancing provides 
a more fl exible fi nancing structure as the customer can own the asset 
earlier by redeeming the principal faster from the bank without the 
need to formulate rebates as in BBA. Therefore, problems faced by the 
customer regarding the tenure do not arise as the profi t margin is not 
capitalized unlike in BBA. Customers may enjoy much better savings 
for early redemption unlike in BBA where, if a customer redeems the 
fi nancing half way through its tenure, the amount to be redeemed 
exceeds the amount of the original fi nancing.

Variable profi t rate — MM has the advantage of having a variable profi t 
rate as the rental rate can be revised periodically to refl ect current 
market conditions unlike BBA where the bank is tied to a fi xed profi t 
rate for the whole duration of the fi nancing tenure. The bank is able to 
manage its risks and liabilities better as the rental payments can be 
adjusted upon each periodic installment.

Comparison between MM and BBA
In summary, the main differences between the MM and debt-type BBA 
fi nancing are as:

1. There are two separate contracts under the MM method. One 
is a Musharakah where the client is a partner and the second 
is an Ijarah which involves the leasing of the property. The BBA, 
on the contrary, follows the Murabahah concept of buying and 
selling property.

2. Under BBA, the selling price of the house does not refl ect the 
market value since the mark-up for the deferred payment 
is quite substantial. On the contrary, the value of the house 
under MM always refl ects the market price and the rental is 
determined by the market rental values.

3. The return to the BBA is based on a fi xed selling price (which 
uses the prevailing interest rate as the benchmark). But under 
MM, the fi nancer need not be tied to a fi xed profi t rate throughout 
the fi nancing tenor as the rental rate can be revised periodically 
to refl ect current market conditions. Indeed, as argued earlier, 
the rental can be tied to some economic variables like rental 
index or house price index.

4. The fi nancier can manage the liquidity risks better as rental 

payments can be adjusted at the end of each subcontract 
period. This is not possible under the fi xed-rate BBA as the profi t 
rate is a constant throughout the entire tenor of fi nancing.

5. Compared with BBA, the MM differs in the balance of fi nancing 
at any point in time before the end of the contract. Under MM 
the balance can never be larger than the original price of the 
house.  The rebate for early redemption under BBA cannot be 
specifi cally stated in the contract.

6. The MM is a more fl exible fi nancing structure than the BBA as 
the customer can own the property earlier by redeeming faster 
the principal sum of the fi nancier without the need to compute 
rebates as in BBA.

7. Currently many customers feel that the BBA is similar to the 
conventional loan with some “disadvantages” for the customer 
particularly for early redemption.

8. MM is accepted internationally as Shariah compliant, whereas 
the BBA is recognized predominantly in Southeast Asia namely, 
Malaysia, Indonesia and Brunei.

Conclusion
Indeed, the writer believes that MM is a better alternative compared 
to BBA and conventional housing loans. As discussed earlier, the 
BBA is very much similar to the Murabahah contract, that is, based 
on a buy-and-sell principle, while the MM consists of a Musharakah 
(partnership) contract and an Ijarah (rental) contract where the equity 
of the fi nancier follows a diminishing balance method. MM is well 
accepted and implemented worldwide while BBA was disapproved by 
the Shariah in the Middle East. Apart from being Shariah compliant, it 
is a clear alternative to avoid interest (riba) and can reduce the cost of 
house fi nancing and ultimately the duration of fi nancing.

Hence, MM is seen as a just and fair contract as compared to the 
conventional loans and the BBA. There should not be any interest 
charge or ‘advance’ profi t involved in the MM contract because it is 
purely based on rental payments of property and the redeeming of 
the fi nancier’s shares. MM is also an alternative to BBA because it 
promotes the migration from debt-based fi nancing to equity-based 
fi nancing. It is more advantageous to the consumers or society as a 
whole. In some decided cases, the BBA concept as adopted in Malaysia 
has been criticized by judges, and has become a serious concern to all 
consumers particularly the Muslims who are supposed to benefi t from 
Islamic products.

To date, the development of Islamic banking and fi nance in Malaysia 
has been encouraging enough to sustain the country’s objective to be 
an international Islamic fi nancial center. Nevertheless, more people 
will need to be trained to have in-depth understanding of Islamic 
banking and fi nance and its principles. This will serve to encourage 
product innovation and also educate corporate players, the business 
community and general investors on the benefi ts of Islamic banking 
and fi nance. 
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Kyrgyzstan, a Commonwealth of Independent States (CIS) compo-
nent, is a landlocked country in Central Asia bordering Kazakhstan, 
China, Tajikistan and Uzbekistan. Eighty percent of its 5.01 million 
population is Muslim. Having developed a relatively stable banking 
infrastructure, it is now following the lead of neighboring Kazakhstan 
in venturing into Islamic fi nance.

Kyrgyz Ecobank, in the country’s capital Bishkek, became the fi rst 
Islamic bank there one and a half years ago and is now embarking 
on Islamic banking and Takaful. It was a recipient of funding from the 
Islamic Corporation for the Development of the Private Sector (ICD) 
which was represented at the launch by CEO Dr Ali Soliman. Also 
present was the nation’s president, Kurmanbek Bakiev and Islamic 
Development Bank (IDB) group president Dr Ahmed M Ali.

Representatives of the ICD and IDB were in the country recently for a 
series of meetings to discuss the direction of Islamic fi nance following 
a technical assistance grant from the IDB. There have been recent 
legal changes in Kyrgyzstan to lay the groundwork for it to become a 
regional leader in Islamic fi nance. Under these amended laws, double 
taxation on Islamic leasing operations has been abolished while the 
income tax on corporate and personal income have been reduced.

Transition countries like Kyrgyzstan clearly demonstrate that a well 
functioning fi nancial market is a precondition for accumulating 
scarce capital and transferring savings into productive investments. 
Successful investments can contribute to increasing the national gross 
domestic product (GDP). Well-developed insurance schemes protect 
various economic sectors: industry, trade, production, agriculture etc.

They protect individuals and companies from damages and losses 
caused by natural hazards such as fi re, windstorm, water or business 
interruption. They protect families in cases of calamities, accidents and 
illness. Insurance may protect industrial or agricultural entrepreneurs, 
herders, owners of large numbers of cattle and farmers to shoulder 
the fi nancial consequences of seasonal hazards. Last but not least 
insurance may strengthen the banking system through deposit and 
(export) credit insurance.

In this perspective, the development of Takaful creates a favorable 
framework for economic growth and social security and eases 
international companies’ participation in the establishment of joint 

ventures. This is especially relevant in the case of Kyrgyz exporters to 
international markets in dire need of export promotion and fi nancial 
services such as credit insurance.

Since the transition to a market economy, the Kyrgyz fi nancial sector 
has transformed considerably. Since 1991, the insurance and 
banking system inherited from the former Soviet Union shifted to 
market orientation and towards establishing effi cient capital markets. 
The basic legal, regulatory and institutional frameworks of a market 
economy have been established.

But even today, insurance companies’ assets account for only 0.2% of 
GDP and the assets of investment funds total 0.006% of GDP, whereas 
bank assets are at about 10.4% of GDP. Equity and bond market 
capitalization are still extremely small.

The insurance services market is still at an early stage, but since 
2004 there has been some progress both in terms of the number of 
companies (23) and the funds mobilized.

After independence in 1991, the Kyrgyz Republic retained much of its 
social insurance and pension systems, as well as many other areas of 
State activities inherited from the Soviet Union. Since then, however, it 
has witnessed a number of political and economic crises (Asian Crisis 
1997, Russian Crisis 1998, Kyrgyz Crisis 2005, the end of the Akaev 
era) that destroyed the stability of society and left vulnerable social 
groups unprotected, such as pensioners, orphans and young mothers.

Among the leading market players is Kyrgyzinstrakh, the former 
Ingostrakh subsidiary, which generates a gross premium income of 
about KGS30 million (US$833,125) a year. In recent years, most 
Kyrgyz insurers have passed on 80%-90% of their business to foreign 
reinsurance companies, so that even this relatively large leading 
domestic insurer is little more than a fronting agent of its Russian 
reinsurer and main shareholder Ingostrakh. 

Kyrgyzstan’s EcoBank to Venture into Takaful
By Gerd Kloewer

Dr Gerd G Kloewer worked for several years in Islamic banks in 
Cairo and Cyprus. He is heading a German think tank on Islamic 
banking and insurance in Berlin. He can be contacted at Gerd@
Kloewer.de

The Kyrgyzstan government plans to introduce Takaful, Sukuk and 
the production of halal products as the next steps after having 
introduced Islamic banking. EcoBank, the fi rst Islamic bank in 
the country, has become the most profi table among Kyrgyzstan’s 
22 banks, said Shamil M. Murtazaliev, advisor to the president 
of Kyrgyz Republic. EcoBank’s preference is to have Malaysia’s 
Malayan Banking (Maybank) take up a stake in it as Kyrgyzstan is 
implementing the Malaysian model of an Islamic economic system. 
Besides Maybank, EcoBank is also in talks with other potential 
investors from Dubai and Kuwait on the bank‘s plan to increase its 
paid-up capital to US$250 million from US$12 million. The bank 
wants to divest a majority stake to foreign investors to raise the 
capital, said Murtazaliev, adding that being the fi rst Islamic bank in 
the CIS, EcoBank aims to be a major player in Islamic fi nance in the 
region as there are 100 million Muslims in the CIS.
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Although France has yet to establish itself as a location for Islamic 
fi nance, it already enjoys the necessary advantages to develop 
a thriving market as well as the potential to become a testbed for 
innovative ideas and techniques.

Nevertheless, a number of paradoxes continue to stand in the way of 
Islamic fi nance being seen as an opportunity rather than as a threat. 
The Islamic fi nancial industry, accounting for some US$700 billion, is 
becoming a global phenomenon; even so, the major French banks, 
despite their international presence and strong roots in the Muslim 
world, have only a negligible share of it. The liquidity generated from 
oil income in most of the Arab Muslim world is enormous, but French 
fi rms have not yet put it to work in a form acceptable to Shariah law.

France’s Muslims constitute the biggest Islamic community in the 
Western world but the French fi nancial and banking system does not 
as yet offer access to a range of alternative products and services in 
line with that community’s religious principles — something that would, 
by extension, offer a dynamic and ethical response to the fi nancial and 
investment needs of all French citizens.

French banks are already offering more in the way of Islamic fi nancial 
services, in the shape of not only fi nance for personal and business 
purposes but also, and with greater complexity, for structured projects. 
French fi nancial institutions have at their disposal the skills and 
experience needed to put together Sukuk, which serves as a vehicle 
for Islamic investment, especially in property, and to market funds 
complying with Islamic fi nancial principles.

This has been taking place for decades, but not in France’s territory but 
rather outside its own borders. Some Islamic investments have been 
registered in France, specifi cally in two asset classes — real estate and 
private equity —although it is not known the precise amounts involved.

A number of Islamic fi nancial institutions operating in other European 
countries — the UK in particular — have made contact with the French 
Banking Federation with a view to establishing operations in France 
and offering Islamic products to individuals. 

Offi cial applications for the licensing of foreign Islamic banks are about 
to be submitted to the French authorities following the very encouraging 
indications given by economy and fi nance ministry representatives of 
a willingness to see the development of Islamic fi nance in France.

In addition, a note from the French Financial Markets Authority dated 
the 17th July 2007 welcomed the marketing of specifi cally Islamic funds 
(Undertakings for Collective Investments in Transferable Securities 
or UCITS), and a Senate report of the 22nd June 2007 included fi ve 
references on the need to encourage the emergence of Islamic fi nance 
in France.

Changes in rules needed
French lawyers have had frequent occasions to express their views 
on what needs to be done in order to incorporate Islamic fi nance into 
French law, something that would involve a reduction in the “legal 
and fi scal friction” arising in particular from the double stamp duties, 
taxation of capital gains on property, the fi scal treatment of foreign 

benefi ciaries, tax relief on yields from Sukuk, and the rules governing 
estate agents.

French law does in fact appear to be suffi ciently fl exible and open, 
give or take a few adjustments, to accommodate Islamic fi nancial 
principles and products without any major upheaval. In particular, a law 
approved on the 11th February 2007 introduced the concepts of trusts 
and trust management, which could well make Islamic investment in 
and fi nance of real estate easier for legal entities, opening the way to 
the issue of “French-style” Sukuk.

Looked at in more general terms from the standpoint of French banks 
and businesses, the Islamic fi nancial industry represents a major 
source of liquidity and fi nance, a means of strategic and symbolic 
differentiation through operational and geographical diversifi cation, 
the means to put down roots in new markets and a springboard for 
targeted growth.

The obvious benefi ts for the French economy of a better grasp of 
Islamic fi nance’s principles and methods do not come without a 
number of obstacles but none of these are inherently insurmountable. 
The few legal and fi scal adjustments that will be necessary constitute 
nothing like a radical overhaul of French law and can be considered 
marginal. 

The main sticking point is that Islamic fi nance calls into question a 
number of symbolic areas, with much at stake both socially and 
politically. The changes necessary for Islamic fi nance to be successfully 
established in France are summarized in the table below.

Changes needed to introduce Islamic fi nance in France

Conditions Action required Comments

Regulations 1. Regulators to reduce 
banking protectionism.
2. The regulators to be 
persuaded that what is on 
offer is sound, and that 
applicants are creditworthy.

A suffi ciently calibrated 
and suitable range of 
Islamic products may be a 
point of entry to building a 
presence in new markets.

Legislation and 
taxation

Legislation and tax rules 
applicable to Islamic 
fi nance to be incorporated 
without friction into 
commercial and banking 
laws.

This presupposes a number 
of adjustments along the 
lines of the UK’s attempts 
at fi scal normalization of 
Islamic transactions.

Technical and 
commercial

Quantitative measurement 
of the demand from the 
various segments of the 
Islamic fi nancial market, 
for example in terms of 
solvency and dynamism; 
and the qualitative 
adaptation of supply 
to potentially changing 
demand depending on the 
positioning of client and 
product life cycles.

Currently, rather than a 
unifi ed Islamic fi nancial 
industry, individual 
segments exist: the various 
business lines are not 
all at the same stage of 
development, each being 
driven by its own dynamics 
in the micro-market it 
serves. This presupposes 
integrated production, an 
identifi able and credible 
brand and localized 
and fl exible marketing 
capability.

Islamic Finance in France: Terra Incognita?
By Anouar Hassoune

continued...
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Conditions Action required Comments

Infrastructure Strategic vision, 
organization, 
coordination and 
structures for innovation, 
‘industrialization’ and, 
above all, sales and 
communication to be 
both individualized and 
collective to promote the 
availability of a range of 
“French-style” Islamic 
fi nancial services.

The intention is still to 
compete with London as 
an alternative outside the 
Islamic world. The French 
economy in general and the 
Paris market in particular 
have the technical means 
and appropriate asset 
classes at their disposal 
but this is insuffi cient.

Political and 
symbolic

A signal be sent out 
that the stakeholders 
(authorities, regulators, 
fi nancial institutions, 
elected representatives 
and professionals) are 
taking a close interest in 
this, but the issues at stake 
are not merely technical in 
nature. Although it would 
not necessarily deepen 
divisions between different 
sections of the community, 
the issue of the potent 
symbolic impact of Islam in 
France is a very live one.

Is division along community 
lines (in the banking world 
in particular) such a bad 
thing? If it is, what has 
more powerful symbolic 
associations that may be 
used to counteract it?

Constraints of this kind are by their very nature diffi cult to defi ne, for 
they involve collective psychology, cynical political maneuvering and 
even manipulative disinformation (especially when issues are confused 
and a shameless attempt is made to associate Islamic fi nance with 
the funding of terrorism) and must be put into perspective through a 
neutral and impartial economic approach. It is on this front that France 
has everything to gain by becoming a global player in Islamic fi nance, 
since banks do not need to be based in a Muslim country in order to 
gain access to some of the tremendous liquidity accumulated by the 
Persian Gulf’s oil kingdoms by selling oil at over US$100 per barrel.

From this point of view, the issuance of French Sukuk (especially 
but not exclusively, sovereign issues) would be a salutary move in 
a number of ways: capture some of the Arab countries’ abundant 
liquidity; constitute competition with the UK which has announced its 
intention to adopt a similar strategy, albeit without tangible results for 
the present; and send a particularly distinct message to the Muslim 
world to the effect that France is showing a willingness to reconcile 
its own economic interests with those of the oil kingdoms which have 
hitherto tended to look to the US.

However, Sukuk are not the only option available; Islamic fi nance sets 
great store by, and encourages, equity fi nancing. Islamic funds with a 
preference for equities and real estate offer an attractive alternative 
and the high quality and often relatively low risk assets available on the 
French market present a very attractive profi le to Islamic investors.

More to the point, French banks are already well established in the 
Muslim world. There are plenty of examples to choose from: Banque 
Saudi Fransi is Calyon’s subsidiary in Saudi Arabia, and the range of 
products it offers to individuals is already largely Shariah compliant; 

while in 2007, Sofi nco Saudi Fransi added Shariah compliant consumer 
credit products to the range of fi nancial services it offers to Saudi 
households. BNP Paribas and Calyon have bases in Bahrain from 
which they are very active in Islamic umbrella funds and in structuring 
Sukuk, and most of the big French banks (notably Société Générale) 
already offer a full range of Islamic funds (including index funds), which 
it markets to institutional and wealthy private investors in the Persian 
Gulf, together with real estate brokerage services in France.

Nonetheless, one weakness remains, in that the millions of Muslims in 
France have only limited access to the Islamic fi nancial services that 
offer the brightest growth prospects, namely mortgages and savings 
products (especially mutual funds) that conform to Islamic principles. 
The challenge is to bring about a change in the French fi nancial market 
through the offer of banking services that do not offend the religious 
sensibilities of Muslims in France (which is a bigger population than 
that of Kuwait, for instance), and eventually reach out to any French 
citizen looking for alternative fi nancial options that are more ethical, 
more rooted in solidarity and more directly linked to sustainable 
development.

Many French banks have become global institutions, offering a full 
range of fi nancial services that take local constraints into account 
and being fl exible enough to be able to turn them into opportunities 
for growth and development. Their capacity for technical innovation 
enables them to use each Islamic business line to respond more 
effectively to local demand, to become established in domestic markets 
and not only compete with local and regional Islamic banks but also 
make profi table use within France of the knowhow accumulated in 
overseas markets.

Islamic fi nance is increasingly being exported by its leading exponents 
in the Gulf and Malaysia not only towards the East but also to the 
North and West, with new horizons sought in locations where French 
banks invariably have a visible presence already — in the French-
speaking markets of North and sub-Saharan Africa as well as in South 
and Southeast Asia. Only about 18% of the Islamic fi nancial industry’s 
potential market — equivalent to US$700 billion of an estimated total 
of some US$4 trillion — is currently being exploited, leaving a vast 
arena for new entrants.

On the other hand, Islamic banks alone are likely to be too limited 
by their size to be able to meet such a vast potential demand, and 
Western — among them French — fi nancial institutions will be called 
on to help provide this young and growing industry with more liquidity, 
depth and sophistication, though they will not want to neglect their 
own domestic markets in the process.

France’s partners in the Muslim world may well not see it this way, 
especially as opening the door to Islamic fi nance is about making 
money as well as about partners exchanging messages of peace and 
friendship across borders, whether real, symbolic or imaginary. 

Competing with the UK
The UK has so far been successful in developing Islamic fi nance, 
and its example in incorporating Islamic fi nancial services into the 
overall fi nancial system cannot be ignored. The strategy used in 
introducing Islamic fi nance in the UK combines — cleverly and in 
a characteristically British way — far-sightedness, opportunism, 

Islamic Finance in France: Terra Incognita? (continued)
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Islamic Finance in France: Terra Incognita? (continued)

common sense and liberalism, and has been adopted on four fronts: 
retail banking, wholesale banking, Takaful and Sukuk. In every one 
of its aspects, this strategy pursues clearly identifi ed objectives and 
has been employed with clear and open motives, frank and without 
triggering a philosophical debate.

Where the fi nancing of private individuals’ needs is concerned, the 
strategy of Islamic retail banking in the UK is consistent with the 
fundamental principle that all UK citizens should be included in 
the fi nancial system or, to be more accurate, should not be denied 
banking services. What this means is that the regulatory authorities, 
the Financial Services Authority (FSA) in particular, have to ensure that 
as many UK residents as possible have access to banking services.

Irrespective of why some of them may be excluded from the banking 
system — poverty, lack of local fi nancial services provision, or religious 
reasons — the FSA is devising programmes to create access for all. On 
the religious front, this involves authorizing established mainstream 
banks and, more recently, a fully-fl edged Shariah compliant bank, to 
offer Islamic fi nancial products. 

That is how the Islamic Bank of Britain came into being in 2004 as one 
of the very few Islamic fi nancial institutions in Europe, and the only one 
to offer services to private individuals other than on a niche basis.

The FSA is also responsible for the “wholesale” side of the UK’s Islamic 
fi nance strategy, although its objective here is more economic as it 
aims to bring into the UK the Gulf states’ excess liquidity in the form 
of equity capital (FDI) and deposits (portfolio investments). Here, the 
main players are banks operating under UK law but without the legal 
capacity to take deposits from private individuals: European Islamic 
Investment Bank; Bank of London and the Middle East, and Europe 
Finance House.

The main characteristic of all these institutions is that their equity 
capital comes from institutional and private investors in the Gulf; they 
are refi nanced by means of institutional deposits and, in the longer 
term, by Sukuk (including securitization of Shariah compliant assets 
which could give rise to the launch in Europe of European structured 
instruments in Shariah compliant form). The secondary players are 
the branches of Islamic investment banks operating in the European 
private equity markets, among them Gulf Finance House and Arcapita 
Bank, with their head offi ces in Bahrain.

The UK market for Takaful and Sukuk is still developing; the FSA has 
expressed an interest in the idea of a Takaful market as a complement 
to the Islamic private and institutional fi nancial services that it already 
regulates, and applications for licenses are being welcomed. However, 
on a global scale, the market for Takaful and reTakaful is still under-
developed when set alongside the assets already amassed by Islamic 
banks, and there has been no clear or widespread demand for Islamic 
insurance products within the UK, so its introduction is less urgent and 
less crucial than that of real estate fi nance, to take one example.

The UK is however, of its own choice, positioning itself as the European 
hub for the listing of Euro Sukuk — Islamic Eurobonds — in a variety of 
currencies. London has many advantages as a global fi nancial center: 
size; international status; a well-established and effi cient market in 
which investors can put their money into a range of asset classes 
(including Sukuk) which keeps its liquidity fl owing; unequalled human 

resources and expertise in research, analysis, execution, structuring 
and preservation, etc; and a legal environment that is markedly more 
robust than those of most of the emerging markets. The UK is expected 
to launch its own sovereign Sukuk, rated at Aaa, no later than 2009, a 
course of action explicitly provided for in the 2008 Budget.

This necessitated legal and fi scal adjustments, with Sukuk yields 
— and, by defi nition, yields on the whole range of Islamic products 
— being treated for tax purposes, with effect from the second quarter 
of 2007, “as if” they were payments of interest, and transfer taxes 
— in particular on Murabahah products (which are, in law, sales of 
assets twice over) — made tax-neutral so that Islamic principles are 
more readily acceptable in UK law.

The UK regulators adopted a highly subtle approach to the treatment 
of PSIAs (profi t-sharing investment accounts), with the FSA clearly 
establishing their status as “deposits” and including them in the 
savings protection scheme, which while insulating clients from a legal 
obligation to absorb losses in the event of sustaining a negative yield 
on such deposits, does not remove their moral and religious obligation 
in so doing.

Necessary though all these legal and fi scal adjustments are, they are 
not suffi cient. They have been effective precisely because the thinking, 
impetus and strategies behind them are clear and ambitious —  
ensuring that all of Europe’s Islamic fi nance will have to pass through 
the London market. 

The underlying idea is to maintain the attractiveness of the UK by 
remaining open to forms of fi nance currently regarded as alternative 
or even exotic but which may in future be capable of absorbing in the 
long term considerable fl ows of liquidity and hence creating wealth, 
jobs, and knowhow.

The reduction of legal, fi scal and regulatory barriers is no more than 
a means to a more ambitious end, and it is particularly ironic that 
the political willingness of more than a decade with all its symbolic, 
opportunistic and farsighted characteristics has coincided with a time 
when the UK has attracted the condemnation of the Arab world for its 
involvement in the Iraq war.

Although France suffers no such hindrance, paradoxically it has not 
yet been able to benefi t from the comparative advantage of cultural, 
political and military neutrality, and to calmly and dispassionately 
develop an ‘industrial’ version of Islamic fi nance. Even while seeking to 
attract surplus oil wealth, France is running the risk of erecting barriers 
to establishing its own market for Islamic fi nance. 

Anouar Hassoune is vice 
president and senior credit 
offi cer at Moody’s Investors 
Service and is based in Paris. 

Moody’s Investors Service is one of the world’s widely utilized 
sources for credit ratings, research and risk analysis. In addition to 
providing research data and analytic tools for assessing credit risk, 
it also publishes market-leading credit opinions, deal research and 
commentary, serving more than 9,300 customer accounts at some 
2,400 institutions globally.
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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 started my career at KPMG and PricewaterhouseCoopers in the 
advisory and business services, working mainly on international 
assignments in a wide variety of industries. Later, I moved to corporate 
M&A in a Swiss blue-chip company. My job required extensive travels 
to the US, Africa and Asia to acquire companies, start new ventures 
and structure new companies. It was during that time that I gained a 
hands-on exposure to international investments. I joined Faisal Private 
Bank (FPB) in 2003.

What does your role involve?
As head of investments at FPB, my job involves managing funds for 
our clients who comprise private and institutional investors, each with 
specifi c needs. Devising the investment strategies and structuring new 
products are also core activities of the bank. 

The investment team is composed of some 15 people and one of my 
key tasks is to make sure they deliver professional and effi cient work 
as a team. In addition to this, I am also member of the management 
committee of the bank where, together with the CEO and other 
colleagues, I contribute to the day-to-day management of the 
company.

What is your greatest achievement to date?
We came a long way (and in the shortest possible time) together with 
all the employees of the bank from a licensed security dealer and 
fi nance company to become the fi rst Swiss Islamic private bank. The 
merit for this outstanding achievement goes mainly to our CEO but 
the management committee did contribute to this by working towards 
that goal.

Which of your products/services deliver the best 
results?

As an Islamic bank specializing in what I call tangible asset based 
investments, in other words, private equity and real estate investments, 
these products have delivered the best risk-adjusted performance 
in the last fi ve years. Our real estate investments have achieved an 
average return of 12%-15% per year in the US and 20%-30% per year 
in Europe and Eastern Europe. We are in the process of developing 
other Islamic products in different asset classes to offer our investors 
a wide range of Shariah compliant products. 

What are the strengths of your business?
We are in a niche market and we offer something that cannot be found 
at other banks in the world. Our group has always operated exclusively 
in the Islamic banking sector and have a strong history as pioneers in 
this industry. We did not enter the Islamic banking fi eld opportunistically 
but have been active in it uninterruptedly for the past 25 years, which 
gives us a certain level of legitimacy. Our group also has the culture of 
innovation within the Islamic banking industry. Recently we launched 
the fi rst Shariah compliant real estate fund investing in the Central 
and Eastern European markets.

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

In any given business the key success factor lies among its people. We 
are a very strong team at FPB. It is also fair to say that we are in a fi eld 
that grows at about 15%-20% per year which most defi nitely helps to 
overcome some obstacles.

What are the obstacles faced in running your 
business today?

Islamic banking is not yet appropriately understood in some countries.
Some people believe that they can easily convert conventional 
products into Shariah compliant ones and do not quite understand 
what it takes and that the process, in case it is possible, does not allow 
any compromise. In reality this is a competitive hedge and can also be 
seen as a competitive advantage.

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

Islamic fi nance will always remain a niche market in the global banking 
environment. Recent estimates show that its assets represent US$1 
trillion, a substantial growth within a very short period from US$200 
billion in 2003. This trend will continue, driven by demand in GCC and 
Southeast Asia. One of the most promising markets in Southeast Asia 
could be Indonesia. In an effort to position ourselves in this region, 
FPB is opening a representative offi ce in Kuala Lumpur, as Malaysia 
is acknowledged as one of the most advanced markets in Islamic 
product structuring together with GCC countries.

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

There is defi nitely a need for more consistency in the approach 
adopted by the different markets. This could give more credibility to 
the industry and improve clarity in the rules which is acceptable to all. 
It will also leave less room for interpretation. There are solid signs that 
we are heading in that direction but my guess is that it will be some 
time before this materializes. 

Name:

Position:

Company:

Based: 

Age:

Nationality:

Giovanni Perin

Head of Investment

Faisal Private Bank 
(Switzerland) SA

Geneva, Switzerland

40

Swiss

Faisal Private Bank 
is the fi rst Swiss 
bank exclusively 

dedicated to innovative wealth and asset management in 
accordance with the principles of Islamic fi nance. 
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INSTRUMENT Senior Sukuk and Junior Sukuk under the Shariah principle of Istisnah.

ISSUER MRCB Southern Link.

PRINCIPAL ACTIVITIES
To undertake the construction, development, design, project management and fi nancing of the Eastern Dispersal 
Link.

BOARD OF DIRECTORS Shaharizuan Shafi ei and Eslah Suhaimi.

ISSUE SIZE
RM840.0 million (US$256.6 million) nominal value of Senior Sukuk and RM199.0 million (US$60.78 million) 
nominal value Junior Sukuk.

DATE OF ISSUE 23rd June 2008.

MATURITY 23rd December 2025 for Senior Sukuk and 23rd December 2027 for Junior Sukuk.

COUPON Up to 8.35% per annum for Senior Sukuk and up to 10.40% per annum for Junior Sukuk.

PAYMENT SCHEDULE Semi-annual basis.

AUTHORIZED PAID-UP 
CAPITAL

RM10,000 (US$3,054).

IDENTIFIED ASSETS
The Expressway known as the Eastern Dispersal Link, Johor Bharu (“EDL”) commencing at the new CIQ complex 
at Jalan Stulang and ending at the connection to the North-South Expressway.

LEAD ARRANGER CIMB Investment Bank and HSBC Bank Malaysia.

LEAD MANAGER CIMB, HSBC and RHB Investment Bank.

LAW Laws of Malaysia.

LEGAL COUNSEL Messrs Adnan Sundra & Low.

TRUSTEE CIMB Trustee.

SHARIAH ADVISER CIMB Islamic Shariah Committee and HSBC Shariah Committee.

METHOD OF ISSUE Privately placed either on a bought deal basis or book build basis.

MRCB’s Senior and Junior 
Sukuk Istisnah

For more termsheets, visit www.islamicfinancenews.com
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BANK MUAMALAT — Malaysia

The Islamic bank has appointed Mohd Munir Abdul Majid as its 
chairman, succeeding Ismail Shahudin. His appointment is with effect 
from the 3rd June 2008.

The bank has also appointed a new director, Mohd Khamil Jamil, 
effective from the 27th May. 

UBS — Middle East

Swiss-based UBS has moved several key people to the Middle 
East in its strategy to expand its investment banking division in the 
region. Enrique Febrer-Bowen and Bilal Mekkaoui, managing director 
and director respectively in UBS equity capital markets group, and 
Michael Klimbacher, associate director in the oil and gas sector team, 
will move to Dubai this September, while Marc van den Broucque, 
associate in the mergers and acquisition team in London, will make 
his move this month.

Matthew Odgers, executive director in EMEA telecoms franchise, and 
Simon Dowker, director in UBS fi nancial sponsors team, are already 
in Dubai. 

CIMA — Sri Lanka

Gowri Shankar Somasundaram has been elected president of the 
institute’s division in Sri Lanka, making her the second woman CIMA 
president in the country. She began her career in Thomas Cook and 
has been actively involved in CIMA since 1994. 

STATE STREET GLOBAL ADVISORS — Global

The investment management company has named Greg Ehret as 
head of State Street Global Advisors’ business in Europe, the Middle 
East and South Africa. He was previously its senior managing director 
and head of European sales and distribution.

Bernard Reilly, senior managing director of the Asia Pacifi c region, will 
expand his role to include Japan, which was previously not under his 
authority. 

CREDIT SUISSE — MENA

Credit Suisse has made several appointments in its operations in the 
MENA region.

Beginning on the 15th August, Jeffrey Culpepper will be managing 
director and vice chairman of the investment banking department 
in the EMEA region as well as head of investment banking for the 
MENA region division. He was previously head of global markets and 
investment banking in the MENA region for Merrill Lynch.

Other appointments include a new managing director, Saad Benani. 
Meanwhile, Imran Hussein and Steven Novick will be joining as 
directors in the Middle East coverage team. Adel Affouni is the new 
head of the global markets solutions group in the Middle East, while 
George Pavey, co-head of emerging markets equity capital markets, 
has been relocated from London to Dubai. 

EFG-HERMES — EGYPT

The investment bank has announced the appointment Eiji Aono as 
its new head of research. He was most recently the co-head of the 
Telecom Equipment equity research team at Credit Suisse in London. 
Prior to that, he had held positions in equity research at Goldman 
Sachs and JPMorgan. 

STANDARD CHARTERED BANK — Bahrain

Jonathan Morris is the new CEO of the bank. He has been with Stand-
ard Chartered since 2000 and has held several senior positions in the 
US, Europe, the UAE and Africa. He was most recently the bank’s re-
gional head of origination and client coverage for the Africa region. 

ABU DHABI SECURITIES EXCHANGE — UAE

Thani Al Rumaithi is the new head of the human resource department 
of ADX. He was previously attached to National Central Cooling 
(Tabreed) as the director for corporate support. Thani has more than 
10 years experience in the human resources fi eld. 

ALLIANCE INVESTMENT BANK — Malaysia

Sachi Ratnajoothy has been appointed as the bank’s new executive 
director and CEO. Her appointment took effect on the 1st July 2008.

Ratnajoothy has more than 15 years experience in the treasury and 
debt capital markets. She has held senior positions in several fi nancial 
institutions in Malaysia including Cagamas, Arab-Malaysian Merchant 
Bank and ABN AMRO Bank Malaysia.

She is also Alliance Bank’s head of fi nancial markets and will be 
holding this position concurrently. 

HSBC AMANAH — UAE

Khaled Rasheed has been appointed as the MENA regional head of 
HSBC Amanah. He has been with HSBC Bank Middle East since 1996 
and has held several senior positions in the personal fi nance services, 
regional training and regional call center departments.

Khaled was most recently senior manager of the Deira branch. 

FIRST ENERGY BANK — Bahrain

The new bank appointed Shaikh Nidham Mohammed Saleh Yaquby 
and Mohammad Akram Laldin as its Shariah advisory board members 
at its fi rst annual general meeting last month.

It has also appointed individuals from different Middle Eastern 
countries to its board of directors. They are Hamad Rashed Nehail Al 
Neaimi, Ahmed Saif Al Darmaki, Khalid Jassim Mohd Kalban, Khadim 
Al Qubaisi, Abdulla Showaiter, Sadoun Bargash Hamoud Al Sadoun, 
Adel Al Jaber, Mustafa Zarti, Esam Yousif Janahi, Khalid Najeebi, 
Mehran Jamsheer, Hisham Al Emadi, and Ebrahim Hussain. 

TAMWEEL — UAE

Abdulla Nasser Abdulla is the new deputy group CEO. He will remain 
in his role as the recently appointed CEO of Tamweel Properties & 
Investments, its real estate investment and brokerage subsidiary.

He was previously the chief commercial offi cer at Tamweel. He joined 
the fi rm after more than a decade with Dubai-based Emirates Airline, 
where he was vice president of commercial sales for the UAE. 

DEUTSCHE BANK — UAE

The co-head of equity capital markets for Central and Eastern Europe, 
Middle East and Africa, Christopher Laing, will be relocated to Dubai 
to manage the growth of the bank’s equity capital markets business 
and team in the Middle East and Africa regions. He has been with 
Deutsche Bank since 1995 and has held senior positions in equity 
capital markets in London, New York, Hong Kong and Sydney. 
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Islamic Finance news
Advisory Board:

Mr Daud Abdullah (David Vicary)
Chief Operating Offi cer

Asian Finance Bank

Dr Mohd Daud Bakar
Chief Executive Offi cer  

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

Private Practice

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
Bener 

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

B u m i p u t r a - C o m m e r c e 
Holdings

US$1.84 billion 
Islamic and conventional CP/MTN 
program

Islamic Bank of Thailand US$178.77 Ijarah

ETA Star Property 
Developers

Up to US$150 Sukuk

Abu Dhabi Commercial Bank US$1.07 billion Islamic MTN

Dewa Minimum US$500 Sukuk

Philippines Up to US$1 billion Sukuk

BTA Bank Up to US$150 Sukuk

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

Perisai up to US$47.03 2 tranches in 6 series

Glomac US$18.83 Murabahah MTN

First Fidelity US$2.9 Diminishing Musharakah

Aneka Gas US$26.5
Ijarah alongside US$8.5 million 
worth of conventional bonds

Prolintas US$187
US$93.5 million senior 
Ijarah, US$93.5 million junior 
Musharakah

Monetary Authority of TBA Sukuk

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 Middle East/Africa funds (as of the 2nd July 2008)

FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 Al Sanabil Fund (A) Global Investment House 22.21 Qatar

2 Al-Beit Al-Mali Fund Qatar National Bank 21.64 Qatar

3 Jadwa Saudi Equity Fund Jadwa Investment 13.90 Saudi Arabia

4 FALCOM Saudi Equity Fund FALCOM Financial Services 13.18 Saudi Arabia

5 Jadwa GCC Equity Fund Jadwa Investment 12.37 Saudi Arabia

6
Al Qasr GCC Real Estate & Construction Equity Trading 
Fund

Banque Saudi Fransi 11.76 Saudi Arabia

7 Global GCC Islamic Fund Global Investment House 11.34 Bahrain

8 Jadwa Arab Markets Equity Fund Jadwa Investment 11.14 Saudi Arabia

9 Al-Bashaer GCC Equity Fund Gulf Finance House 10.64 Bahrain

10 First Arabian Equity 2000 Fund First Investment Company K.S.C. 10.59 Bahrain

Eurekahedge Middle East/Africa Islamic Fund Index* 4.06

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 Middle East/Africa Islamic Fund Index

Monthly returns for Asia Pacifi c funds (as of the 2nd July 2008)
FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 Al Rajhi India & China Equity Fund Al Rajhi Bank 11.37 Saudi Arabia

2 DWS Noor China Equity Fund - Class A DWS Noor Islamic Funds 10.74 Ireland

3 Hang Seng Islamic China Index Fund Hang Seng Investment Management 9.93 Hong Kong

4 Islamic Certifi cate on the LLB Central Hilal TR Index ABN Amro 8.72 Switzerland

5 CIMB Islamic Equity Fund CIMB Wealth Advisors (formerly known as SBB Mutual) 6.97 Malaysia

6 CIMB Islamic Small Cap Fund CIMB Wealth Advisors (formerly known as SBB Mutual) 6.90 Malaysia

7
Islamic Al Yusr Certifi cate on the ABN AMRO Asia 
Pacifi c High Dividend Equity Fund A

ABN Amro 6.85 Not disclosed

8 CIMB Islamic DALI Equity Fund CIMB Wealth Advisors (formerly known as SBB Mutual) 6.82 Malaysia

9 India Fund Al-Madina for Finance and Investment 6.04 Kuwait

10 Al Noor Equity Trading Fund Banque Saudi Fransi 6.01 Saudi Arabia

Eurekahedge Asia Pacifi c Islamic Fund Index* 1.43
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Index Code Index Name 02/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHX S&P 500 Shariah 1099.562 1117.006 1191.671 1159.136 1101.027 1102.059 1113.559

SPSHEU S&P Europe 350 Shariah 1454.536 1484.523 1561.127 1527.614 1447.319 1469.692 1433.38

SPSHJU S&P Japan 500 Shariah 1192.299 1215.95 1298.106 1256.791 1183.592 1242.786 1245.302

S&P Shariah Indices Price Index Levels

Index Code Index Name 02/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHAS S&P Pan Asia Shariah 1032.395 1043.774 1181.396 1213.284 1128.294 1179.878 1125.301

SPSHG S&P GCC Composite Shariah 1267.31 1267.31 1275.791 1300.94 1217.617 1341.97

SPSHPA S&P Pan Arab Shariah 1315.524 1326.664 1326.664 1346.319 1265.531 1365.488

SPSHBR S&P BRIC Shariah 1491.666 1618.083 1618.083 1490.222 1339.677 1434.744

Index Code Index Name 02/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHGU S&P Global Property Shariah 697.16 714.774 846.205 897.914 870.938 870.938 858.447

SPSHIF S&P Global Infrastructure Shariah 106.498 113.133 111.336 108.755 112.966 110.419 125.143

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 2405 18239.14 14728.3 6.12 1.17 470.44 0.02 3.19 0

DJIM Asia/Pacifi c 1085 3521.96 2333.85 2.15 0.48 138.49 0.02 5.93 0

DJIM Europe 336 4713.27 3525.34 10.49 2.39 209.51 0.28 5.94 0.01

DJIM US 638 8095.68 7611.74 11.93 3.01 470.44 0.2 6.18 0

DJIM Titans 100 100 8334.21 7358.88 73.59 53.56 458 13.7 6.22 0.19

DJIM Asia/Pacifi c Titans 25 25 1258.46 804.66 32.19 25.95 82.36 13.7 10.24 1.7

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 2nd July 2008

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -3.12 -4.61 -4.02 -6.32 -2.09 0.14 -4.81 -7.58

DJIM Asia/Pacifi c -2.92 -6.11 -6.11 -9.65 -3.94 -2.17 -9.26 -10.46

DJIM Europe -1.56 -2.61 -2.08 -5.18 -2.6 0.32 -5.58 -8.23

DJIM US -4.02 -5.01 -4.36 -6.2 -1.89 -1.16 -5.63 -8.08

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 -2.3 -3.36 -3.11 -5.47 -3 -4.39 -6.35 -10.44

DJIM Asia/Pacifi c Titans 25 -2.4 -5.49 -4.64 -8.39 -0.33 3.62 -1.18 -3.62

PERFORMANCE OF DJ TITANS INDEXES
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RINGGIT ISLAMIC DEBT MARKET: WEEKLY SNAPSHOT AS AT 2nd JULY 2008
MOST ACTIVE BONDS TRADED BETWEEN 26th JUNE and 2nd JULY 2008

Stock Name Last Traded Price Last Traded Yield
Total Volume Traded 

Last 7
% w-o-w Price 

Change
Last Week Closing 

Price

PROFIT-BASED GII 2/2008 30.06.2011 100.73 4.1 1946.74

BNMN-IDB 43/2008 91D 16.09.2008 99.31 3.38 210

BNMN-IDB 45/2008 42D 31.07.2008 99.72 3.45 190

BNMN-IDB 50/2008 42D 07.08.2008 99.66 3.4 185

BNMN-IDB 48/2008 42D 05.08.2008 99.67 3.45 169

BNMN-IDB 53/2008 33D 05.08.2008 99.73 3.44 140

BNMN-IDB 54/2008 61D 02.09.2008 99.46 3.43 140

BNMN-IDB 52/2008 42D 12.08.2008 99.62 3.45 130

BNMN-IDB 34/2008 182D 13.11.2008 98.74 3.42 120

BNMN-IDB 49/2008 91D 25.09.2008 99.21 3.42 120

BNMN-IDB 51/2008 21D 22.07.2008 99.82 3.45 120

BNMN-IPB 5/2007  24.07.2008 100 3.48 105 0.01 99.99

BNMN-IDB 14/2008 182D 28.08.2008 99.45 3.46 100

BNMN-IDB 46/2008 63D 21.08.2008 99.52 3.46 95

PROFIT-BASED GII 1/2007 15.03.2010 99.2 4.06 91 -0.25 99.45

Outstanding Bond by Issuer Class as at 2nd July 2008 (RM’000)     Bond Traded Amount by Issuer Class as at 2nd July 2008 (RM’000)

Corporate
115,451 (54%)

Government
33,400 (16%)

Financial
4,043 (2%)

BNM
24,300 (11%)

Corporate Guaranteed
2, 914 (1%)

ABS
6,760 (3%)

Quasi-Govt
25,455 (12%)

Corporate
389 (8%)

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 2nd July 2008 

ABS
19 (0%)

BNM
2,075 (44%)

Quasi-Govt
70 (1%)

Government
2,098 (45%)

Corporate Guaranteed
18 (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 

  TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                                   JULY 2007 – JULY 2008

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

1 Binariang GSM Malaysia Sukuk Musharakah 4,509 9 14.7
CIMB Investment, RHB Investment, 
Aseambankers, ABN Amro, AmInvestment, 
OCBC Bank (Malaysia) 

2 Saudi Basic Industries Saudi Arabia Sukuk Istithmar 3,466 2 11.3 Calyon, HSBC Saudi Arabia

3 Jafz Sukuk UAE Sukuk Musharakah 2,043 1 6.7
Barclays Capital, Deutsche Bank (London), 
Dubai Islamic Bank, Lehman Brothers 
International (Europe)

4 Malaysia Malaysia Islamic Sukuk 1,628 2 5.3 Malaysia Government bond

5 Saudi Electricity UAE Islamic Sukuk 1,333 1 4.3 HSBC Saudi Arabia

6
Projek Lebuhraya Utara 
Selatan

Malaysia Sukuk Musharakah 1,163 11 3.8 CIMB Investment

7 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 3.3

Abu Dhabi Commercial Bank, Barclays 
Capital, Credit Suisse Securities (Europe), 
Dubai Islamic Bank, First Gulf Bank, 
Lehman Brothers International (Europe), 
National Bank of Abu Dhabi, Noor Islamic 
Bank

8
Dar Al-Arkan International 
Sukuk

Saudi Arabia Sukuk Ijarah 1,000 1 3.3

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

9 Nakheel Development 3 UAE Sukuk Ijarah 1,000 1 3.3
Dubai Islamic Bank, NBD Investment Bank, 
JPMorgan

10 Cherating Capital Malaysia Exchangeable Sukuk 980 1 3.2
Deutsche Bank (Malaysia) Bhd, JP Morgan, 
CIMB Investment Bank Bhd

11 Nakheel Development 2 UAE Sukuk Ijarah 750 2 2.4 JP Morgan

12 DEWA Funding UAE Sukuk Ijarah 749 1 2.4
Barclays Capital, Citigroup Global Markets, 
Dubai Islamic Bank, Emirates Bank 
International

13 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 616 3 2.0 CIMB Investment, AmInvestment

14 Khazanah Nasional Malaysia Exchangeable Sukuk 550 1 1.8 CIMB Investment, Deutsche Bank, UBS

15 Cagamas Malaysia Sukuk Murabahah 547 5 1.8 HSBC, CIMB Investment, Aseambankers

16 National Bank of Abu Dhabi UAE Exchangeable Sukuk 545 1 1.8 Morgan Stanley, Credit Suisse

17 NIG Sukuk Kuwait Sukuk Al-Mudarabah 475 1 1.5
BNP Paribas, Citigroup Global Markets, 
National Bank of Kuwait, Standard 
Chartered Bank, WestLB

18 Tabreed 08 Financing UAE
Convertible Sukuk 
Istisnah & Ijarah

463 1 1.5 Morgan Stanley

19
National Central Cooling 
(Tabreed)

UAE Exchangeable Sukuk 463 1 1.5 Morgan Stanley

20 Lingkaran Trans Kota Malaysia Sukuk Musharakah 457 13 1.5 Aseambankers Malaysia

Total 30,699 293 100.0
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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                                                                                                                                                                  APRIL 2008 – JULY 2008

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

1 Saudi Basic Industries Saudi Arabia Sukuk Istithmar 1,333 1 16.2 Calyon, HSBC Saudi Arabia

2 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 12.4

Abu Dhabi Commercial Bank, 
Barclays Capital, Credit Suisse 
Securities (Europe), Dubai Islamic 
Bank, First Gulf Bank, Lehman 
Brothers International (Europe), 
National Bank of Abu Dhabi, Noor 
Islamic Bank

3 Nakheel Development 3 UAE Sukuk Ijarah 980 1 11.9
Dubai Islamic Bank, NBD Investment 
Bank, JP Morgan

4 DEWA Funding UAE Sukuk Ijarah 749 1 9.1
Barclays Capital, Citigroup Global 
Markets, Dubai Islamic Bank, 
Emirates Bank International

5 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 616 3 7.5 CIMB Investment, AmInvestment

6 Tabreed 08 Financing UAE
Istisnah & Ijarah 
exchangeable Sukuk

463 1 5.6 Morgan Stanley

7
National Central Cooling 
(Tabreed)

UAE Convertible Sukuk 463 1 5.6 Morgan Stanley

8 Lingkaran Trans Kota Malaysia Musyarakah MTN 457 13 5.6 Aseambankers

9 MRCB Southern Link Malaysia Sukuk Istisnah 320 20 3.9 HSBC, CIMB Investment

10 Rak Capital UAE Sukuk Ijarah 272 1 3.3 Standard Chartered

11 PLUS SPV Malaysia Musyarakah MTN 234 7 2.8 CIMB Investment

12 Villamar Sukuk Bahrain Sukuk Musharakah 190 1 2.3
Al-Rajhi Banking & Investment, 
Merrill Lynch International

13 Almana Sukuk Qatar Mudarabah Sukuk 163 1 2.0 Gulf International Bank

14 Aras Sejagat Malaysia Ijarah Islamic bond 133 1 1.6
Bank Islam, Kuwait Finance House 
(Malaysia) 

15 Bumiputra-Commerce Malaysia Sukuk Murabahah 110 1 1.3 CIMB Investment

16 Cagamas Malaysia Sukuk Murabahah 96 2 1.2
HSBC, CIMB Investment, 
Aseambankers

17 Projek Lebuhraya Utara Selatan Malaysia Musharakah MTN 96 1 1.2 CIMB Investment

18 Gamuda Malaysia
Sukuk Musharakah/
Murabahah Notes

92 1 1.1 CIMB Investment

19 Tanjung Langsat Port Malaysia Sukuk Musharakah 78 6 0.9 MIDF Amanah Investment

20 Jimah Energy Ventures Malaysia Sukuk Istisnah 76 10 0.9
AmInvestment, RHB Investment, 
MIMB Investment, Bank Muamalat

Total 8,228 104 100.0



www.islamicfi nancenews.com
LEAGUE TABLES

Page 37© 4th July 2008

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                           APRIL 2008 – JULY 2008 

Amt US$ m Iss.   %

    Emirati Dirham 4,111 7 50.0

    Malaysian ringgit 2,466 88 30.0

    Saudi Arabian Riyal 1,333 1 16.2

    Total 8,228 104 100.0

ISLAMIC BONDS BY CURRENCY                                  JULY 2007 – JULY 2008

Amt US$ m Iss. %

    Malaysian ringgit 12,528 240 40.8

    Emirati Dirham 6,698 9 21.8

    US dollar 5,798 17 18.9

    Saudi Arabian Riyal 4,799 3 15.6

    Total 31,672 316 100.0

ISLAMIC BONDS                                                            JULY 2007 – JULY 2008 

Manager or Group Amt US$ m Iss. %

1 CIMB Group Sdn Bhd 4,243 78 13.8

2 HSBC 3,996 39 13.0

3 JPMorgan 2,077 4 6.8

4 Malaysia Government bond 1,628 2 5.3

5 Aseambankers 1,496 39 4.9

6 Dubai Islamic Bank 1,356 7 4.4

7 Morgan Stanley 1,308 7 4.3

8 AmInvestment 1,236 42 4.0

9 Barclays Capital 1,126 4 3.7

10 Riyad Bank 1,066 1 3.5

11 Calyon 1,016 2 3.3

12 Deutsche Bank 837 3 2.7

13 RHB Capital 827 59 2.7

14 Oversea-Chinese Banking Corp 683 16 2.2

15 Emirates NBD 677 4 2.2

16 Lehman Brothers 638 2 2.1

17 Standard Chartered 632 29 2.1

18 ABN Amro 620 8 2.0

19 Citi 590 10 1.9

20 Credit Suisse 508 3 1.7

Total 30,699 293 100.0

ISLAMIC BONDS BY COUNTRY                                     JULY 2007 – JULY 2008 

Amt US$ m Iss. %

    Malaysia 13,078 241 42.6

    UAE 8,858 16 28.9

    Saudi Arabia 5,799 4 18.9

    Pakistan 660 17 2.2

    Bahrain 550 2 1.8

    Kuwait 475 1 1.5

    Total 30,699 293 100.0

ISLAMIC BONDS                                                    APRIL 2008 – JULY 2008

Manager or Group Amt US$ m Iss. %

1 CIMB 942 34 11.4

2 Morgan Stanley 926 2 11.2

3 HSBC 783 21 9.5

4 Calyon 666 1 8.1

5 Dubai Islamic Bank 642 3 7.8

6 Emirates NBD 568 3 6.9

7 Aseambankers 568 17 6.9

8 AmInvestment 383 15 4.7

9 JPMorgan 327 1 4.0

10 Barclays Capital 315 2 3.8

11 Citi 187 1 2.3

12 Gulf International Bank 163 1 2.0

13 Abu Dhabi Commercial Bank 128 1 1.6

14 Credit Suisse 128 1 1.6

15 First Gulf Bank 128 1 1.6

16 Lehman Brothers 128 1 1.6

17 National Bank of Abu Dhabi 128 1 1.6

18 Noor Islamic 128 1 1.6

19 RHB Capital 119 29 1.4

20
Malaysian Industrial 
Development Finance

108 15 1.3

Total 8,228 104 100.0

ISLAMIC BONDS BY COUNTRY                              APRIL 2008 – JULY 2008  

Amt US$ m Iss. %

    UAE 3,676 41.7 5

    Malaysia 3,079 34.9 86

    Saudi Arabia 1,333 15.1 1

    Total 8,228 104 100.0
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Bahrain CBB gives green light to FEB  3
 Arcapita in venture with Mapletree 3
 Ithmaar leads formation of Naseej 4
 Oversubscription of Sukuk Al Salam 6
 Sakana signs two pacts  7
 ACR ReTakaful MEA gets go-ahead 9
 TAIB keeps QIB om ‘overweight’ 11
Bangladesh Islamic fi nance a magnet  1
France Moody’s comments on France 8
GCC Dow Jones introduces new Islamic index 5
 S&P launches GCC index  5
Global Sukuk primary market may recover 2
Indonesia Sukuk to be issued in August  7
Kenya A M Best rates EARe  10
Kuwait Stable outlook for Al Fajer Re  11
Kyrgyzstan Malaysia to be used as model 8
Lebanon Moody’s index ranks Lebanon 10
Malaysia MIF 2008 Update  1
 IDB’s fi rst ringgit Sukuk  1
 Al Rajhi launches new promotion 3
 RHB launches new Islamic fund 6
 SC takes initiatives to improve ICM 8
 Maybank to buy into Takaful fi rm 9
 Ministry to start Takaful scheme 9

Malaysia AmIslamic launches new Islamic plan 9
 Golden Crop’s Sukuk on Rating Watch 10
 InfraPerdana looking stable  10
 Midas fully redeems Sukuk series 11
 MARC rates Emas Kiara’s issuance 11
 Capable Aspects gets positive ratings 11
Middle East HSBC to launch EIBOR-based mortgage 3
Oman CI upgrades Muscat Bank  11
Pakistan Meezan and AKD sign agreement 6
 Maybank to buy into Takaful fi rm 9
Qatar IBQ to offer Islamic banking soon 
 Barwa signs loan deal  6
 HSBC launches new guide book 6
 QFC grants license to Marsh  9
Saudi Arabia Sabic prefers Islamic fi nance  2
 Mortgage law for Saudi  4
 DLA Piper no longer tied to Saudi partner 5
 Foreign reserves to increase  6
 Al Rajhi Group to enter JV, launch fund 6
 Saudi ranks third in Sukuk issuance 7
 Saudi Electricity to raise funds 7
 ICCI launches new investment company 8
 AXA to set up shop in Saudi  9
 Riyad Bank ratings affi rmed  10

Scotland SWIP wins Shariah mandate  2
Singapore Arcapita in venture with Mapletree 3
 Al Rajhi Group to enter JV, launch fund 6
 Soft launch for KFHS  7
 KFH reduces apartments purchase 8
Thailand Country’s lagging in Islamic fi nance 7
UAE Two institutions still keen on banking 2
 Mashreq still hopes to buy Egypt bank 3
 HSI inks MoU with Saudi prince 3
 DIB opens new Dubai branch  4
 ADIB, Finance House raise US$35 million 4
 Barwa signs loan deal  6
 SCA releases ruling on bond issuances 6
 DIB and Emcredit sign agreement 7
 Bank of New York Mellon operates in DIFC 7
 Landmark to launch Islamic hotels 8
 DIFCA calls for more consistency 8
 Takaful House begins surplus refund 9
 Changes to Abu Dhabi insurance plan 9
 ADCB gets ‘AAA/1P’  10
 Dewa’s Sukuk gets ‘AA-‘  10
UK Treasury adamant on Sukuk  7
US Moody’s comes under fi re  5
 Bank of New York Mellon operates in DIFC 7
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