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GLOBAL
Shariah index outperforms in second quarter globally
Shariah compliant equities worldwide 
signifi cantly outperformed in the second 
quarter, with the Standard & Poor’s Broad 
Market Index (S&P BMI) Global Shariah Index 
returning 3.61% against a 1.49% fall in the 
S&P World BMI. The gap was particularly wide 
in the UK, with the UK Shariah index growing 
7.32% as the parent index fell 1.38%.

The growth was attributed to the exclusion 
of many fi nancial stocks which weighed 
down other indices. Shariah compliant 
utilities companies fared best, returning 
8.29% globally against 3.54%. Meanwhile, 
consumer staples fell 8.84% in the Shariah 
index compared to a 6.31% drop in the same 
sector of the World BMI. 
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MALAYSIA
MIF 2008 update
MIF 2008 is just THREE weeks away. One of the 
key features of the largest and most infl uential 
gathering in Islamic fi nance will be a series of 
industry launches and press conferences.

Bank Negara Malaysia (BNM) governor Dr Zeti 
Akhtar Aziz will grace the fi rst day of the forum 
on Monday, the 11th August, with an opening 
presentation. She will then offi ciate at the 
launch of the global marketing campaign of 
MIFC, a BNM initiative. Dr Zeti will also offi ciate 
at the launch of Malaysia’s fi rst reTakaful 
company, MNRB Retakaful.

Islamic Finance Asia, a new bi-monthly 
magazine focusing on the Asian Islamic 
fi nancial markets that is published by 
REDmoney, will be launched on Tuesday 
the 12th August by Securities Commission 
Malaysia chairman Zarinah Anwar.

Additional launches and press conferences 
will be announced shortly.

Hurry up to participate in this FREE event. 
Register online NOW at www.MIFforum.com to 
attend the day relevant to you. 

CHINA

Hong Kong-based Mayfair Pacifi c has created 
a US$300 million Shariah compliant mutual 
fund to capitalize on the region’s rapid growth. 
The Mayfair Islamic Greater China Segregated 
Portfolio aims to achieve medium- to long-term 
capital appreciation through investing primarily 
in the constituent stocks of the Dow Jones 
Islamic Market indices. 

“We invest in H-shares, which means the 
Chinese companies listed in Hong Kong.” said 
Mayfair Pacifi c Asset Management managing 
director Christina Tung. For its Shariah board, 

Mayfair has recruited two Malaysian scholars 
and one from Dubai.

The fund will also invest in some Shariah 
compliant derivatives linked to securities whose 
performance will be driven by growth in China, 
Hong Kong or Taiwan. The open-ended fund, 
denominated in US dollars, has a minimum 
subscription of US$100,000 and aims to raise 
US$300 million in its initial offer period, which 
ran from the 9th June to 10th July. 

(Also see IFN Reports on page 11)

First Islamic China fund launched
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MALAYSIA
Principal partners CIMB
The Principal Financial Group and CIMB Group have launched CIMB-
Principal Islamic Asset Management, their signature global Islamic 
asset management company that will operate from the Malaysia 
International Islamic Financial Center (MIFC).

It will offer total solutions and create value in Islamic asset 
management by combining CIMB’s knowledge and expertise in Islamic 
fi nance with the 129-year track record of Principal in a wide range of 
fi nancial products and services, including global funds management 
and retirement services. In addition, the company will manage and 
distribute Islamic institutional mandates and unit trust funds in Asia, 
Europe, the Americas and the Middle East.

Principal has global assets under management of over US$300 billion 
as of the 31st March 2008. CIMB Group is the largest investment bank 
in South East Asia and the second largest retail bank in Malaysia. 

Requires

FREELANCE FINANCIAL 
TRAINERS

To conduct public training courses in Malaysia and 
GCC countries.  Practical experience of working 

within the Islamic fi nancial services is required, as 
is some experience of delivering training to the 

banking sector.

If you would like to know more about this 
opportunity, please contact Andrew Tebbutt at 
Andrew.Tebbutt@REDmoneygroup.com

or by telephone on: +603 2162 7802

INDIA
Khaleeji to fund logistics city
Khaleeji Commercial Bank has established its newest investment 
fund, Global Logistix Navi Mumbai Investment, with a target capital of 
US$430 million. The fund will aid in the development of India’s fi rst 
integrated logistics city project on a 400-acre site in Navi, Mumbai.

Its chief executive offi cer Ebrahim H Ebrahim said: “Global Logistix 
stands to play an integral part in Navi Mumbai. We are looking forward 
to sustaining this important endeavor as it will aid the infrastructure 
and logistics industry development that is sorely needed in that region 
of the world.” 

MALAYSIA
Surge in Sukuk Ijarah
There has been a surge in the use of Sukuk Ijarah to raise funds since 
March following the pronouncement by an Islamic accounting body 
that certain types of Islamic bonds are not Shariah compliant. Last 
February, the Accounting and Auditing Organization for Islamic Finan-
cial Institutions (AAOIFI) said the purchase undertaking mechanism 
that exists in some Sukuk is not Shariah compliant.

Amanie Business Solutions chief executive offi cer Dr Mohd Daud 
Bakar said that in 2007, Sukuk Musharakah and Sukuk Mudarabah 
dominated the market. However, after the AAOIFI assertion and until 
June, Sukuk Ijarah is seen to dominate the global Sukuk market as a 
more viable alternative. 

QATAR
QIB opens branch at Al Jazeera Net
QIB has opened its 21st branch in Qatar, in line with its goal of having 
35 branches by 2012. The new branch primarily serves Al Jazeera 
Net and its employees.

Group chief risk offi cer Syed Maqbul Qader said: “This new branch is 
quite different from the others in the city, in that it primarily serves 
the banking needs of employees of one organization. However, it 
fi ts in very well with our plan of having a presence in key locations 
across the country and our objective of keeping pace with Qatar’s 
thriving economy as well as the increasing demand for Islamic 
banking services.” 

QATAR
QNB profi t up 54%
Qatar National Bank (QNB) posted an increase of 54.1% in its net profi t 
to QAR1.86 billion (US$0.51 billion) for its fi rst half ended June 2008 
compared to its previous corresponding period. Total assets also rose, 
by 102% to QAR77 billion (US$21.14 billion).

Customer deposits and unrestricted investment accounts grew by 
QAR45.5 billion (US$12.5 billion) during the period to reach QAR98.5 
billion (US$27.05 billion). 

UAE
StanChart to promote ADX abroad
Abu Dhabi Securities Exchange (ADX) has signed a custody agreement 
with Standard Chartered to help promote the Gulf Arab bourse to for-
eign investors. As custodian, the lender’s role includes opening cash 
and securities accounts, settlement of trades, collection of dividends 
and safeguarding clients’ assets, the bourse said in a statement.

ADX chief executive Tom Healy said about 13% of the stocks listed on 
the ADX stocks are held by foreign investors. 

QATAR
Doha Bank ties up with LIC
Doha Bank has formed a strategic bancassurance alliance with Life 
Insurance Corporation (LIC) International, Bahrain. The aim is to mar-
ket a range of insurance, retirement and investment products for resi-
dents in Qatar. LIC (International) is a subsidiary of LIC of India and 
operates in all GCC states. 
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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.

SAUDI ARABIA
ANB sees 4.1% profi t increase
Arab National Bank posted an increase of 4.1% in its net profi t to 
US$380 million for its fi rst half of 2008 compared to US$365 million 
for the same period last year. Total operating income increased by 
6% to US$593 million from US$561 while total operating expenses 
rose by 9% to US$213 million from US$196 million.

ANB managing director Robert Eid said the achievements — 
including strong growth ratios in loans, customer deposits and total 
bank assets — refl ect the success of the bank’s strategy and plans 
for expansion with particular emphasis on retail banking, branch 
network and corporate banking. 

BAHRAIN
Artes declares cash dividend
International Investment Bank (IIB), a globally focused Islamic in-
vestment bank based in Bahrain, is already seeing returns after ac-
quiring a stake in Tunisian automobile distributor Artes. At its fi rst 
annual general meeting, the Artes board declared a dividend of TND 
0.8 ($0.7) per share to be distributed this month. The cash dividend 
represents a yield of 6% over the share price (TND11.6 (US$10.02) 
as of 10th July).

At the AGM, IIB chief executive offi cer Aabed Al-Zeera was appointed as 
a member of the board of directors of Artes. He said: “This acquisition 
is an important milestone for IIB and demonstrates our commitment 
to provide a diversifi ed portfolio of investments to our investors.”

Before Artes was listed on the Tunis Stock Market in early April, IIB 
had acquired an equity stake of 13.19% for more than US$200 mil-
lion through a pre-IPO private placement. It is IIB’s fi rst investment 
both in Tunisia and in the car distribution sector. 

UAE
ADIB posts 50.4% profi t increase
Abu Dhabi Islamic Bank (ADIB) saw a 50.4% surge in net profi t to 
AED520 million (US$142 million) for its fi rst half ended the 30th 
June 2008 over the same period in 2007. The bank’s net profi t for 
the second quarter rose 53% to AED276 million (US$75.14 million) 
compared to the previous corresponding period.

ADIB chief executive offi cer Tirad Mahmoud said: “Looking ahead, we 
will focus on driving external growth, all the time staying true to the 
principles of Shariah. We recently redefi ned our mission as providing 
Islamic fi nancing solutions to the global community. We will achieve 
this through a relentless pursuit of innovation, delighting our valued 
customers with superb service and expanding our operations both 
within the UAE and outside it.” 

MIDDLE EAST
Sharjah bank gets anti-fraud screen
Sharjah Islamic Bank has ramped up its anti-money laundering and 
fraud procedures by acquiring a screening solution from Complinet. It 
will use the Complinet Global Screening Workstation to monitor and 
screen its clients, both new and existing. The solution will provide 
identity authentication and screen against a large number of interna-
tional databases and watch lists that are circulated to identify those 
who may be involved with fraud. 

UAE
Fifth term for central bank head
UAE Central Bank Governor Sultan Bin Nasser Al Suwaidi will continue 
for a fi fth term, ending months of speculation he could be replaced. 
According to a decree from President Shaikh Khalifa Bin Zayed Al 
Nahyan, Al Suwaidi will stay on as governor for another four years.

The decree also named members to the board of the central bank, 
including Omar Sulaiman, governor of the Dubai International 
Financial Center Authority, as deputy to board Chairman Khalil 
Fulathi. 

MALAYSIA
Malaysia eyes US$2.8 billion in Gulf
Banking on its perception as a global Islamic fi nance hub, Malaysia 
expects to attract RM9 billion (US$2.8 billion) of investments from 
Gulf states in the next 10 years. Jalilah Baba, the head of Malaysia 
Industrial Development Authority, said the country received RM4.5 
billion (US$1.39 billion) worth of Gulf investments between 1980 and 
May this year.

While Middle East investments in Malaysia in the past have mainly 
involved the manufacture of basic metal products, the focus now is on 
the oil and gas, fi nance, halal products, food and services sectors. Gulf 
fi rms which have recently set up operations in Malaysia include Al-Rajhi 
Bank, Kuwait Finance House and Qatar Islamic Bank. A consortium led 
by Qatar-based Gulf Petroleum secured approval in April to develop a 
US$5 billion oil and petrochemical complex in Malaysia. 



www.islamicfi nancenews.com
NEWS BRIEFS

Page 4© 18th July 2008

www.IslamicFinanceTraining.com

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

Email: Andrew.Tebbutt@REDmoneygroup.com

CALENDAR  2008

Takaful: Islamic Insurance
6 – 8 August, KUALA LUMPUR

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

Islamic Financial Markets, Treasury & 
Derivatives 

6 – 8 October, KUALA LUMPUR

Key Legal, Documentary & Structuring Issues 
for Islamic Financial Products

 6 – 8 October, DUBAI

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

Shariah Coordination for Financial 
Institutions 

16 – 18 December, KUALA LUMPUR

Takaful Products, Markets & Operations
21 – 23 December, MANAMA

presents

UAE
Failaka issues book on scholars
Failaka Advisors has published the world’s fi rst book profi ling the Shariah scholars 
who screen the rapidly growing number of Islamic fi nancial products globally. The 
Shariah Report 2008 provides a detailed listing of over 250 Shariah scholars 
along with profi les of the 100 most active scholars in Islamic fi nance. 

SAUDI ARABIA
Credit card with Takaful feature
First Gulf Bank’s (FGB) Makkah Credit Card, the Middle East’s fi rst stand alone 
unsecured Islamic credit card, is offering a trip for two to Makkah in the last 10 days 
of Ramadan. FGB head of retail Islamic business Javed Afzal said the reward program 
is open to those who apply for a Makkah Credit Card until the 20th August.

The Makkah Credit Card offers convenient Shariah compliant payment methods and 
also has a Takaful Income Plan that provides cover for unforeseen eventualities such 
as accidental loss of life or permanent total disability. 

SRI LANKA
FGI draws more GCC funds
First Global Investments (FGI), the newest Islamic fi nance player in Sri Lanka, is on 
a vigorous campaign to attract more investments from Gulf Cooperation Council 
(GCC) states seeking lucrative investment opportunities amid the surging oil in-
comes. FGI spokesman Sahal Alavi said a leading investor from Qatar has made a 
substantial investment in the boutique investment banking institution recently.

Sheikh Jumah Khamis Al Shahwani of Qatar, as a strategic founding investor, has 
been appointed to the FGI board. He is owner and chairman of the Bin Arbaid 
Group. FGI founder and managing director Muhammad Ikram Thowfeek also dis-
closed that it has teamed up with a leading Islamic bank in Malaysia to be co-lead 
arrangers to raise funding of US$60 million for an aviation client in Malaysia. 

HONG KONG
Tax waivers for fi rst Sukuk
In a move to boost the development of Islamic fi nance in Hong Kong, its government 
will waive certain taxes for the city’s fi rst Islamic bond which will be issued by the 
Airport Authority to raise up to US$1 billion (HK$7.8 billion).

Secretary for Financial Services and the Treasury Ceajer Chan Ka-keung said: “There is 
still time to implement (permanent) changes to our tax regime to allow for the issuing 
of Islamic bonds. So for now we will exempt certain taxes on (such notes) on a case 
by case basis.” 

INDONESIA
Indonesia set to issue Sukuk
Indonesia will issue its fi rst Sukuk next month and in October to help fund the 
national budget. Finance Minister Sri Mulyani said the government will issue a 
Rupiah-denominated Sukuk in August and a US dollar-denominated bond in October. 
The bonds will be backed by IDR18.37 trillion (US$2 billion) in assets.

She said the bonds will have tenures of seven to 10 years and an Ijarah format, 
under which an asset is leased to the purchaser. The bonds will have a fi xed coupon 
and are likely to refer to a fi xed rate of return generated by the leasing arrangement 
on the backing assets.

Indonesia’s parliament passed into law last month a bill regulating the establishment 
and ownership of Shariah compliant banks. 
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KUWAIT
Kuwait’s Noor raises stake in Meezan
Kuwait’s Noor Financial Investment has reached a deal to raise its 
stake in Pakistani Islamic lender Meezan Bank to 41.6% from 34.6%. 
Noor had agreed with Bahraini lender Shamil Bank to buy its 7% stake 
for KWD4.6 million (US$17.35 million). 

UAE
US$1 billion real estate Sukuk
Sorouh Real Estate said it will be marketing an AED4 billion (US$1.09 
billion) securitization Sukuk over the next few weeks. It will be the fi rst 
to securitize future contracted receivables from sub-developers for its 
fl ag ship projects Shams Abu Dhabi and Saraya.

The transaction includes three classes of Sukuk certifi cates rated by 
both Moody’s and Standard and Poor’s. Sorouh will use the proceeds 
to fi nance infrastructure on Shams Abu Dhabi as well as other Sorouh 
projects including Saraya.

The lead arrangers are Citi, First Gulf Bank, Abu Dhabi Commercial 
Bank, National Bank of Abu Dhabi and Noor Islamic Bank. Citi is the 
global coordinator for the transaction. 

BAHRAIN
US$450 million loan for property projects
Bahrain-based Islamic wholesale investment bank Elaf Bank has 
closed a two-year Murabahah fi nancing facility of more than US$450 
million to Shamil Bosphorus Modaraba, formed to invest in Shariah-
compliant real estate projects in Turkey. The fi rm is a partnership 
between Shamil Bank and Turkish partners.

Elaf Bank chief executive offi cer Dr Jamil El Jaroudi spoke of the 
bank’s keenness to work closely with Islamic banks in the region 
in syndicating large transactions in Sukuk or equities. “The effort is 
also to raise the overall profi le of this niche industry that is becoming 
mainstream in the region,” he added. “For this deal, tenure, returns, 
risk and security coverage were all carefully assessed and found 
to be acceptable to close it successfully,” said Elaf Bank general 
manager for investment banking Ahmad Tayara. 

KUWAIT
NBK sees 16% profi t growth
National Bank of Kuwait (NBK) posted a 16% increase in net profi t 
for the second quarter. Kuwait’s biggest lender by assets boosted 
quarterly profi t to KWD93 million (US$350.8 million) from KWD80.3 
million (US$302.8 million) in the same period a year ago. Return 
on assets was 3.1% in the fi rst six months while return on equity 
reached 23.5%. 

UAE
DFM’s profi t doubles in half year
The Dubai Financial Market (DFM) earned a net profi t of AED560 
million (US$152.46 million) from operational activities and 
investments during for the fi rst half of 2008. This is a 100% increase 
over the AED280 million (US$76.23 million) for the same period in 
2007. The total number of joint stock companies listed on DFM 
reached 60 in fi rst half of 2008. 
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UAE
Nakheel, DIB in fi rst joint venture
Tashyed, the property development joint venture set up by Nakheel 
and Dubai Islamic Bank (DIB), has broken ground on its fi rst project at 
Jumeirah Heights. The project, with a built-up area of about 625,000 
sq ft, will offer residential accommodation close to Sheikh Zayed Road 
and Jumeirah Lake Towers in the heart of New Dubai.

It will consist of about 250 to 300 apartments, townhouses and villas 
accommodating a population of more than 1,000. Selection of con-
sultants is underway and the project is expected b begin in the fi rst 
quarter of 2009. 

MALAYSIA
Unicorn to turn in profi t by year end
Unicorn International Islamic Bank Malaysia, the fi rst Islamic bank 
licensed under the Malaysia International Islamic Financial Center 
(MIFC) initiative, will begin operations in a month and expects 
to rake in profi ts by year-end, said Unicorn Malaysia chairman 
Vaseehar Hassan. 

KUWAIT
BKME to go Islamic
The general assembly of the Bank of Kuwait and the Middle East 
(BKME) has endorsed the changeover of the bank into an Islamic one, 
said board chairman Hamad al-Marzouq. This is in response to calls 
for this from many customers, adding that the trend in the region is for 
banks to switch from traditional ways of doing business to following 
guidelines set by the Shariah.

He noted that there has been terrifi c growth in Islamic banking 
worldwide, prompting numerous international banks to open 
branches that offer Shariah-compliant banking services. According to 
al-Marzouq, BKME’s decision to become an Islamic bank was based 
primarily on studies that were approved by the Central Bank of Kuwait, 
which has given BKME one year to make a smooth transition. 

UAE
Dana Gas outlines terms of US$1billion
Dana Gas has outlined terms of the KWD3.6 billion (US$1 billion) 
convertible Sukuk it issued in October, setting a conversion price of 
KWD2.12 (US$7.99) per share. The Sharjah-based company said 
the exchange ratio for the Sukuk was set at 17,343 shares for every 
US$10,000 Sukuk certifi cate.

Dana Gas, the fi rst private sector gas fi rm in the Middle East, is one of 
the largest companies listed on the Abu Dhabi Securities Exchange. 
It is in a major investment drive in the UAE and other countries as it 
awaits the arrival of Iranian gas supplies under a tentative agreement 
signed between Tehran and Crescent Petroleum seven years ago. 

KUWAIT
Burgan Bank’s operating profi t rises 40%
Burgan Bank recorded a strong growth of 40% in its core banking 
operating profi t to KWD32.2 million (US$121.5 million) for its six 
months ended the 30th June 2008 over the same period last year. 
These results compared favorably to its full year net profi t of KWD74.8 
million (US$282.23 million) in 2007 and KWD55.7 million (US$210.16 
million) in 2006. In sync with that, the bank recorded an increase in 
its return on equity to 27.5% from 24.7%.

Burgan, which has registered a 38% average profi t growth rate since 
2003, posted a record profi t of KWD46.9 million (US$176.96 million) 
for the six months ended the 30th June.

Burgan Bank chairman Tariq Mohammed Abdul Salam said the bank 
sees an extremely positive outlook for the year ahead, augmented by 
a regional expansion strategy that it recently embarked upon which 
seeks to establish a robust MENA-wide commercial banking franchise 
by acquiring a majority stake in four commercial banking entities in 
Algeria, Iraq, Jordan and Tunisia from United Gulf Bank. 

BAHRAIN
First Energy Bank forms drilling fi rm
Bahrain-based First Energy Bank has formed a US$3 billion 
offshore drilling and services company, MENAdrill. Launched with 
strategic partners Gulf Finance House, Arab Drilling Workover 
Company (ADWOC) and strategic and technical advisers PFC Energy 
International and Noble Denton, MENAdrill plans to be one of the 
largest companies of its kind in the Middle East, Asia and North Africa 
and is designed to capitalize on ever-increasing hydrocarbon prices 
and the resulting robust demand for oil and gas drilling services.

Headquartered in Bahrain, MENAdrill will focus on offshore 
exploration and development drilling in the GCC, North Africa and 
South East Asia. 

2008

Growing demand for Islamic
fund products

2 - 4 November 2008
Shangri-La, Dubai, United Arab Emirates

Islamic Funds World 2008 is the premium
platform where fund managers and institutional
investors learn about achieving superior returns
in today’s volatile equity market; through
optimal asset allocation strategies while
discovering opportunities that new Shariah
compliant products can offer, at a time where
there is a growing pool of investors looking to
diversify into Islamic investments. Register
now and get the chance to rub shoulders with
scholars, fund managers, investment banks,
private banks, investors, and more!

Register online before 29 August 2008 and
get an exclusive early bird offer of up to
US$500 off regular conference fees! For

more details, visit the website or email to
Esther Chan at esther.chan@terrapinn.com.

Event Sponsors:

Leading Media Partner:

Organised by:

www.terrapinn.com/2008/ifw
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UAE
UAE speeds up check clearance
The UAE Central Bank has implemented a new electronic image-
based check clearing system. It reduces the time to settle 
accounts to four hours from two to five days. The new rule 
prompts customers to secure the necessary funds instantly before 
drafting checks as the time lag between check presentation and 
settlement has been reduced. 

BAHRAIN
Addax Bank to raise capital
Bahrain-based regional bank Addax Bank said it is raising its capital 
to US$100 million. Addax saw a return on equity of 85% in 2006 
which came close on the heels of the 32% recorded in 2005 and 10% 
in its fi rst year of operations in 2004. “Addax’s return on equity is the 
highest in the region. Our growth rates in terms of revenue, margins 
and profi tability are excellent,” said CEO Yousef Al Essa.

Addax recently completed the capitalization of Addax Securities Saudi 
Arabia, its new investment banking arm in the Saudi market, as well 
as Education Capital, its specialist investment vehicle focusing on 
the educational sector in the MENA region. Saying the new ventures 
cement Addax’s track record of innovative, solid deals, he added: “We 
have completed deals in the real estate, hospitality, education, media 
and information technology sectors.”

Addax is now working on a new, specialist wealth management fi rm 
based in Abu Dhabi with a focus on affl uent yet underserved segments 
in the Gulf. “We are also assessing a strategic partnership in Kuwait 
and are in the early stages of establishing a presence in Oman,” Al 
Essa added. 

UAE
UAE dominates Arab banks’ assets
Rapid growth in its fi nancial sector over the past two years has enabled 
the UAE to become the dominant Arab banking center, controlling 
19.8% or almost US$335.8 billion of the total assets of the Arab 
world’s 470 banking institutions amounting to at the end of 2007.

Bankers expect the country to maintain its position through 2008 as 
the fi rst quarter indicators showed that growth is gaining momentum 
and new banks have joined the market, including Al Hilal Bank, one of 
the largest Islamic banks in the Middle East.

Figures by the Beirut-based Union of Arab Banks showed the combined 
assets of regional banks jumped by around 30% to US$1.7 trillion at 
the end of 2007 from around US$1.26 trillion at the end of 2006, 
putting growth at around 20% in 2006 over 2005, when the assets 
were estimated at US$1.04 trillion. 

MALAYSIA
Target: 50,000 Firms By 2012
The Labuan Offshore Financial Services Authority aims to have 50,000 
companies registered in its fi nancial center by 2012 by focusing on 
niche areas such as private equity and Islamic fi nance.

Malaysia’s Deputy Finance Minister Ahmad Husni Hanadzlah said 
there were 6,425 offshore companies registered in the Labuan 
Financial Center as of March 2008. There were also 58 banks with 
total assets of US$26.6 billion, 132 insurers with more than US$60 
million in capitalization, 106 leasing companies with US$16 billion in 
leases, 22 fund management companies and 46 listed instruments 
worth US$16.1 billion. 

BAHRAIN
Knight Frank to advise on UK buys
Independent global property consultancy Knight Frank is to advise 
Gulf Finance House, a GCC-based Islamic investment bank, on its 
Shariah compliant Gulf Atlantic Real Estate Fund Ï which expects to 
capitalize on UK property opportunities.

Knight Frank partner Jeremy Waters said: “UK commercial property 
values have declined signifi cantly over the last six months. However, 
with yields moving out at as much as 200 basis points, there are now 
buying opportunities in core locations.

“We are in a market place where some property owners need to sell 
and with a shortage of buyers, core assets are being discounted 
heavily. For the right property, we certainly see this as an attractive 
buying opportunity,” he added. 

KUWAIT
KFH expands to Australia, Singapore
Islamic lender Kuwait Finance House (KFH) is expanding into Australia 
and Singapore as competition rises at home. “This expansion is 
through (our) Malaysian (unit) and set up as representative offi ces in 
Australia and Singapore for wealth management,” said chief executive 
Mohammad al-Omar.

The bank, which is expanding in the Gulf, Middle East and Asia, expects 
profi ts from its overseas operations to contribute continuously to its 
overall profi t. “I expect 30% to 35% (of total profi ts) and we expect this 
to continue,” he added.

KFH, the second-largest Islamic bank in the Gulf, said it had received 
“numerous” requests from governments to operate in their countries 
by setting up banks or through partnerships. KFH wants to expand 
in Turkey and is considering expansion in Hong Kong to tap booming 
demand for Islamic fi nance. 

SAUDI ARABIA
Rasameel to enter Saudi market
Rasameel Structured Finance, a Kuwaiti securitization house, and 
Abdullatif Al-Essa Group based in Saudi Arabia announced plans to 
jointly operate in the Saudi fi nancial market. They are establishing a 
closed shareholding company named Rasameel Structured Finance 
Saudi Arabia, targeting a capital of SAR900 million (US$240.32 
million) comprising 90 million shares. 

UAE
Al Khaliji joins DIFC
Al Khaliji has received its license to operate an offi ce in the Dubai 
International Financial Center. Its subsidiary, Al Khaliji Services, will 
handle human resources, marketing, consulting, operations, opera-
tional risk management and IT banking integration functions. 
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MALAYSIA
OK for Islamic fund management fi rms
CIMB-Principal Asset Management, Kuwait Finance House (Malaysia) 
and DBS Asset Management have won approval to establish Islamic 
fund management companies.

This action is among several government measures to strengthen 
Malaysia’s position as an international Islamic fi nancial center. Others 
in the pipeline include the establishment of Islamic stock broking 
subsidiaries. 

UK
Birmingham as EU’s Islamic fi nance hub
Britain’s second-largest city Birmingham is rebranding itself as a 
key European center for retail Islamic fi nance in line with Britain’s 
push to be the European leader in providing Shariah compliant 
fi nancial services aiming to serve both domestic Muslim markets 
as well as tapping into the vast wealth of Gulf investors keen to 
access Western assets.

“Birmingham is generally acknowledged to have developed expertise 
in this emerging market, and we have a very well-rooted, successful 
Muslim community in the city,” said Mike Loftus, manager of Locate 
in Birmingham, a government body promoting investment in the city. 
Islamic Bank of Britain, the fi rst stand-alone Islamic retail bank in 
the European Union, is based in a Birmingham suburb. 

KUWAIT
KFH’s second-quarter profi t rises 29%
Kuwait Finance House (KFH), the second-largest Islamic bank in 
the Gulf and the country’s biggest bank by market value, posted an 
almost 29% increase in second-quarter profi t as it expands abroad. It 
earned KWD83.9 million (US$317 million) in the three months to the 
30th June from KWD65.2 million (US$246.12 million) a year earlier, 
according to a KFH statement. Assets advanced by 28% to KWD10.27 
billion (US$38.77 billion).

The bank, which is expanding in the Gulf, the Middle East and Asia 
to offset rising competition at home, said its deposits rose by 31% to 
KWD6.31 billion (US$23.82 billion) in the second quarter. KFH has 
received “numerous” requests from governments to operate in their 
countries by setting up banks or through partnerships, chairman Badr 
al-Mukhaizeem said. 

THE PHILIPPINES
New board for Al-Amanah Bank
Al-Amanah Islamic Investment Bank of the Philippines (AAIIBP) has 
named a new board of directors as the only Islamic bank in the 
country moves closer to commencing operations under the control of 
state-owned Development Bank of the Philippines (DBP).

Shareholders unanimously elected bank executive Jaime Panganiban 
as AAIIBP chairman and chief executive offi cer, and DBP chairman 
Patricia A Sto Tomas as AIIBP vice chairman. Also voted to the board 
were DBP president and chief executive offi cer Reynaldo G. David, 
DBP directors Rey Magno Teves and Ramon Durano IV, Offi ce of the 
Presidential Adviser for the Peace Process Undersecretary Nabil 
Alfad Tan and journalist Samira Ali Gutoc. The independent directors 
are Saudi Embassy economic advisor Ibrahim Mamao and Jaminah 
Manpower Services executive director Abdul Hadjisalam. 

UAE
SIB and EIB target ships
Sharjah Islamic Bank (SIB), Emirates Islamic Bank (EIB) and Global 
Marine Services have signed a fi ve and a half year AED147 million 
(US$40.02 million) contract to acquire a number of specialized ships 
that will service the UAE’s ports and offshore shipping services. 
The contract is based on a fi nancing scheme that will involve both 
purchase and leaseback of the ships.

The contract is part of a series of agreements between Global Marine 
Services and SIB, and approved by EIB. 

ARE YOU ON A CORPORATE 
SUBSCRIPTION?

60% cost savings to your company

Make Islamic Finance news available group 
wide through your intranet

INDIA
First Shariah compliant fund stalled
Plans to launch India’s fi rst Shariah compliant mutual fund have hit a 
roadblock with stock market regulator Securities Exchange Board of 
India (Sebi) taking its time to give the go ahead. Market talk is that 
Sebi is not comfortable with a fund that will focus only on a particular 
community or religion.

Delhi-based Taurus Asset Management, along with Mumbai-based 
Islamic investment specialists Parsoli Corporation, had fi led an 
application to launch an Islamic fund in October last year. But nine 
months after the prospectus for the Taurus Parsoli Ethical Fund was 
fi led, a Sebi go ahead is nowhere in sight. 

BAHRAIN
KHCB backs Islamic fi nance research
Khaleeji Commercial Bank (KHCB) is the latest of 15 organizations 
to contribute to the Waqf Fund, which the Central Bank of Bahrain 
(CBB) has set up to fi nance research, education and training in 
Islamic fi nance.

Under the fund, there will be publication of research studies and 
surveys, specialist training workshops and other educational 
opportunities on Islamic fi nance and Shariah issues. To date, 
contributions to the Fund amount to US$6.2 million.

KHCB chief executive offi cer Ebrahim H Ebrahim said the Waqf Fund 
will also make available, through effective training initiatives for 
Islamic banks’ staff, qualifi ed human resources in the market which 
will contribute to the development of the Islamic banking sector in 
the kingdom. 
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SAUDI ARABIA
SABB forms insurance arm
Saudi British Bank (SABB) has set up SABB Insurance Services to 
complement its SABB Takaful business by providing comprehensive 
insurance solutions to its corporate, global banking and markets 
and private banking customers.

SABB managing director John Coverdale said the new company 
represents a further step toward realizing the bank’s goal of 
becoming a leading provider of fi nancial services in the country.

SABB recorded a 25.2% growth in profi t for the second quarter of 
fi scal 2008. Its net income for the quarter increased to SAR795 
million (US$212 million) from SAR635 million (US$169 million) in 
the prior-year quarter. Net income for the fi rst six months of the year 
increased to SAR1.552 billion (US$414 million) from SAR1.251 
billion (US$334 million) in the same period last year. 

UK
Protection for the poor via microTakaful
MicroTakaful can help alleviate poverty among Muslims as it 
prevents individuals from falling back into poverty after experiencing 
losses and natural perils. UK-based International Cooperative and 
Mutual Insurance Federation (ICMIF) senior vice-president and 
chief fi nancial offi cer Sabbir Patel said: “It’s basically designing 
a specifi c product to address a specifi c need bearing in mind the 
capacity of the policyholder.”

ICMIF is a global organization representing cooperatives and mutual 
insurers worldwide, comprising 200 members in 72 countries.

Patel said microTakaful provides protection for the lower income 
individuals who contend with issues such as lack of product 
awareness and fi nancial capability, product affordability and 
coverage. “With microTakaful, products are made more affordable 
and easy to understand so that they (lower income individuals) 
have access to basic protection,” he added.

According to him, providing insurance coverage to the poor has 
fallen upon the informal sector such as microfi nance institutes, 
non-governmental organizations, credit unions and cooperatives.

He suggested that microTakaful adopt a partner-agent model, 
in which the microTakaful provider becomes an agent for an 
established insurance company to gain access to technical 
expertise. This allows for the pooling of risks between the formal 
and informal sectors. 

BRUNEI
MNI to be known as Etiqa Insurance
Malaysia National Insurance (MNI) based in Brunei will now be 
known as Etiqa Insurance as a result of the merger of Mayban 
Fortis Holdings, MNI and Takaful National (now known as Etiqa 
Takaful) in 2005.

Following the merger, Etiqa Insurance and Takaful has become 
the second largest insurance group in Malaysia with assets of 
RM17.83 billion (US$5.09 billion) and shareholders fund totaling 
RM1.82 billion (US$521.41 million) at the end of fi nancial year 
2006/2007.

Shahril Azuar Jimin, executive vice president and head of corporate 
planning and strategy of Etiqa Insurance and Takaful, said: “We 
know that the growth in Brunei is in Takaful. Although our license is 
only for general insurance, if there is an opportunity we will defi nitely 
be interested to take up the Takaful market in Brunei.

“Brunei remains on the right path in its aspiration to become an 
Islamic fi nancial center and Etiqa as a group is very strong in Takaful 
and if given a chance, certainly Etiqa can help by introducing our 
practices and products.” 

MALAYSIA
Etiqa targets 20,000 policies
Etiqa Insurance is targeting 20,000 policies for its latest traditional 
family Takaful medical plan, the Etiqa Takaful Medic-Save Rider, 
next year.

As at the 15th June, the add-on medical coverage to four of Etiqa’s 
mother Takaful plans had been attached to more than 5,000 
policies, surpassing the company’s initial target of 2,000 policies 
by about 60%, head of agency Ab Latiff Abu Bakar said.

The plan provides coverage of 90% of medical and hospitalization 
bills and comes with a medical card for hassle-free admission to 
panel hospitals, he added. 

GLOBAL
Continued Takaful growth seen
Standard & Poor’s Ratings Services said it expects the global 
Takaful sector to continue its rapid growth to become a signifi cant 
contributor to the global “risk transfer” market place. The world’s 
Muslim population is estimated to comprise some 25% of the 
global total, a meaningful “risk transfer” market by any standard, 
according to S&P.

Because Islamic scholars consider the classic risk transfer 
model through insurance to be unacceptable for use in Muslim 
communities, the Takaful model has become increasingly popular 
in a region where insurance markets are otherwise very poorly 
developed.

“The Takaful model has come to be considered a key factor in 
increasing insurance awareness and delivering a successful, 
expanding business platform,” said Standard & Poor’s credit 
analyst David Willis. 
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KUWAIT
No ratings change for BKME
Moody’s Investors Service sees no grounds for changing the ratings 
of Bank of Kuwait and Middle East (BKME) solely as a result of the 
bank’s planned conversion from a conventional to an Islamic bank.

BKME’s A1/Prime-1 long- and short-term local and foreign currency 
deposit ratings as well as its C- Bank Financial Strength Rating (BFSR) 
therefore remain unchanged. 

SAUDI ARABIA
Ratings of fi ve banks upgraded
Fitch Ratings has upgraded the rating of fi ve banks in Saudi Arabia 
to ‘AA-’ following the upgrade in the sovereign rating of Saudi Arabia 
in early July.

Ratings on the fi ve banks had been constrained because they cannot 
be higher than the sovereign rating for the country. The banks 
upgraded are National Commercial Bank, Al Rajhi, Samba, Riyad 
Bank and Bank Al Jazira. All have a stable outlook.

In 2007, the banking sector in Saudi Arabia reported a fall of 14% in 
profi ts, although in the fi rst quarter of 2008 profi ts rose by 2% as the 
sector recovered from the stock market crash of 2006. Expectations 
are that the banks will report stronger growth throughout 2008. AZERBAIJAN

Bond ratings refl ect growth
Azerbaijan’s Ba1 long-term ratings for bonds and notes with a stable 
outlook refl ect the country’s vibrant oil-driven growth, the hefty 
surpluses in both its budget and current account and its slight public 
sector debt, said Moody’s Investors Service.

However, Moody’s said in its new credit analysis that the ratings also 
incorporate serious challenges such as high infl ation, a relatively 
undiversifi ed economy, a rudimentary banking system, untested 
socio-economic institutions and few managerial cadres.

It said real economic growth has been above 24% a year over the 
last several years, the consolidated budget surplus is forecast to be 
11.5% in 2010 and public sector debt, mostly long-term, is now less 
than 8% of Gross Domestic Product and declining.

“Given the windfall nature of Azerbaijan’s oil- and gas-related 
revenues, the government faces the diffi culties of sheltering the 
economy from its current overexposure to potential external shocks, 
whether they come in the form of lower oil/gas prices — although 
this seems less likely at present — or currency fl uctuations or even 
geopolitical problems,” Moody’s said. 

MALAYSIA
Ingress Sukuk rating on watch
MARC’s AIS rating on Ingress Sukuk’s RM160 million (US$49.49 
million) Sukuk Al Ijarah Issuance Program remains on MARCWatch 
Developing following an extension of the remedy period given to 
Ingress until the 26th July to resolve a breach in certain fi nancial 
covenants under the Ijarah agreement.

The rating had been placed on MARCWatch Developing on the 11th 
April following Ingress’ non-compliance with its gearing of 1.75 times 
and aggregate encumbrances (over all of its present or future revenue 
or assets) limit of 20% of net tangible assets, based on its fi nancial 
statements for the year ended the 31st January 2007. 

INDONESIA
Final rating for Muamalat’s Mudarabah
Fitch Ratings has assigned a fi nal rating of ‘A-(idn)’ to Bank Syariah 
Muamalat Indonesia’s IDR314 billion (US$34.23 million) 10-year 
subordinated Mudarabah bond, callable at the end of the fi fth year. 
The rating action follows the completion of the subordinated bond 
issuance and receipt of documents conforming to the information 
previously received. The fi nal rating is the same as the expected rating 
assigned in June 2008. 

THIS TIME LAST YEAR
• Crescent Bank stated plans to set up an initial public 

offering of 10 to 20% of its shares to be sold to the 
private sector

• Barclays Bank appointed ten new fi rms to its panel. The 
fi rms are Addleshaw Goddard, Denton Wilde Sapte, 
Eversheds, Hammonds, Milbank Tweed Hadley & 
McCloy, Macfarlanes, Magrath & Co, Latham & Watkins, 
Pinsent Masons and SJ Berwin. 

• Controversy sparked over Prince Alwaleed bin Talal’s 
IPO sale of Kingdom Holding worth US$17.2 billion, 
with a Saudi cleric issuing a fatwa against investing in 
the company. The fatwa was biased against Kingdom 
Holdings’ investments in specifi c companies including 
Time Warner, Apple, News Corporation, the Four 

Seasons, and selected Saudi fi rms which have not 
received cleric approval. 

• BNP Paribas completed the second largest Sukuk issue 
for Saad Trading Contracting and Financial Services at 
US$650 million, making it the fi rst Sukuk to be issued in 
Saudi Arabia for a private business. 

• An Islamic banking guideline was being considered in 
Bangladesh, affi rmed Salehuddin Ahmed, governor of 
Bangladesh Bank. 

• Al Mazaya Holding signed a OMR3.1 million (US$8.05 
million) contribution contract with Oman Construction 
to share in a Shariah compliant real estate investment 
portfolio in Oman. 
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The Islamic banking sector in Pakistan is expanding steadily, 
registering a growth of 4.3% in the market share for banking assets in 
2007 from 3% in the previous year. The State Bank of Pakistan (SBP) 
expects this to cross 5% by year-end.

The sector is expected to enjoy an unbroken growth run as all 
conventional banks in the country have begun providing Shariah 
compliant services. SBP is preparing a road map to promote Islamic 
banking and expects the sector’s share to increase to 12% in next 
three to four years. SBP said that as at the 31st December 2007, 
Islamic banking deposits, fi nancing and investment stood at 4.1%, 
4.3% and 2.6% respectively compared to 2.79%, 2.88% & 0.94% 
a year earlier. Year-on-year growth for total assets, deposits and 
fi nancing & investment was 75%, 78% and 91% respectively. In sync 
with that, branch networks reached 289 from 150 branches for a 
93% increase.

According to the central bank, there are six full fl edged Islamic banks 
operating in Pakistan AlBaraka Islamic Bank (AIB), which operates as 
a foreign bank, is the second oldest Islamic bank. AIB commenced 
commercial operations in Pakistan as branches of AlBaraka Islamic 
Bank Bahrain in December 1991 and was granted an Islamic banking 
license as a standalone bank in 2004. Meezan Bank is the leading 
Islamic bank while Bank Alfalah tops the Islamic banking division of 
conventional banks.

SBP said the increasing trend in deposits of the Islamic banking 
sector over the years remains intact — overall deposits as at the 31st 
December 2007 stood at PKR147.361 billion (US$2.066 billion) 
refl ecting a year- on- year increase of 76%. The sector recorded 
fi nancing (net of provisions) of PKR106.848 billion (US$1.498 billion), 
up 62.85%.

About 80% of the fi nancing is in three modes — Murabahah (39%), 
Ijarah (24%) and Diminishing Musharakah (18%). SBP said this 
indicates the reluctance of the Islamic banks to go for other modes 
of fi nancing, either due to a conservative mindset or lack of product 
innovation. The investment position of the Islamic banking sector as 
on the 31st December 2007 stood at PKR30.961 billion (US$0.434 
billion), an increase of 322.52% over the previous year compared to 
a rise of 295.20% previously. According to SBP, the increase refl ected 
the new investments in Sukuk.

AIB’s share of the Islamic banking market in terms of deposits, 
fi nancing and total assets in Pakistan is almost 12%. Operating in the 
country since 1991, it had 18 branches as at the 31  December 2007 
with a deposit base of about PKR17 billion (US$0.238 billion) and 
total assets of PKR22 billion (US$0.308 billion). 

Islamic banking growth in Pakistan
PAKISTAN CHINA

US$100 million target for China fund 
Hong Kong-based Mayfair Pacifi c Asset Management targets to 
achieve US$100 million by the end of this year for its Mayfair Islamic 
Greater China Segregated Portfolio, a Shariah compliant mutual fund 
which focuses on Greater China. Managing Director Christina Tung 
said the company has to date recorded almost US$10 million since 
the fund was launched on the 9th June and more investors are coming 
in. “They (the institutional investors) are from the GCC countries and 
Pakistan,” she said when contacted by Islamic Finance news. The 
open-ended fund is denominated in US dollars and its initial offering 
period ran from the 9th June to the 10th July.

Tung expects to achieve US$300 million by the end of next year due 
to encouraging response from investors in the GCC. “About 90% of 
the investors have given us positive response but they need time to 
know our company as this is the fi rst time we are approaching the 
GCC countries,” she explained. “The investors told us that we have 
the right product and the timing is right. We will go to the Gulf region 
again after Ramadan (fasting month),” she added. Tung assured that 
the standards of Shariah compliance are suitable for Gulf investors 
as Mayfair follows the strictest standard of Shariah rules and 
regulations.

The Mayfair Islamic Greater China Segregated Portfolio aims to 
achieve medium- to long-term capital appreciation through investing 
primarily in the constituent stocks of the Dow Jones Islamic Market 
indices, although it may also invest in other securities, subject to the 
approval of Mayfair’s Shariah board. The fund invests in Chinese and 
local companies listed in Hong Kong and thus benefi t from the extra 
liquidity of the Hong Kong market. It will also invest in some Shariah 
compliant derivatives linked to securities whose performances are 
driven by growth in China, Hong Kong or Taiwan.

The fund is being marketed in the UAE and Pakistan, but road shows 
are planned for Malaysia, Singapore and Indonesia. Deutsche Bank 
acts as the fund’s administrator, transfer agent and custodian while 
Ernst & Young is the auditor and Malaysia’s ZI Shariah Advisory 
Services acts as its Shariah agent.

For its Shariah board, Mayfair has recruited two Malaysian scholars 
and one from Dubai. Dr Nik Norzrul Thani is the chairman and senior 
partner of Zaid Ibrahim, Malaysia’s largest law fi rm, and is a director 
of the Malaysian Pilgrimage Board while Dr Mohammed Akram bin 
Laldin serves on the Shariah board of HSBC Amanah and Malaysia’s 
Securities Commission. Sheikh Mohammed Abdul Razak Alsidiq 
serves on the Shariah boards of Dubai Islamic Bank and Tamweel, 
among others. 

Reports by Dalila Abu Bakar

Next Forum Question

The rapid growth of the Islamic fi nance industry at a rate of 15% to 20% per year is currently worth between 
US$150 billion and US$250 billion. However, the shortage of qualifi ed Islamic scholars who can assume positions 
of responsibility is proving to be a stumbling block for the industry. How can Islamic fi nancial institutions overcome 

the skills shortage to sustain the growing demands of the industry?

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, 23rd July 2008.
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Syria’s fi rst Islamic bank, Cham Bank, was set up in 2007. Shortly 
after, Syria International Islamic Bank opened its doors to customers 
with a strong appetite for Shariah compliant banking services while 
a third Islamic bank, Albaraka, is expected to start operations in the 
second half of this year.

Islamic banking in Syria is expected to grow at a strong pace with a 
stream of new players entering the market. According to Central Bank 
of Syria (CBS) governor Adeeb Mayaleh, there are several applications 
from prospective players. He also confi rmed that Islamic banks will 
soon be required to double their capital from the current US$100 
million.

The arrival of private banks in Syria began on the 29th March 2002 
when the Syrian parliament approved the establishment of the 
Monetary and Credit Council (MCC). This provided for, among others, 
the entry of foreign banks into the Syrian market for the fi rst time 
since the 1950s, although the institutions they set up have to be 51% 
Syrian-owned and cannot be offshore branches.

In April 2003, Syria issued licenses to three private sector banks with 
49% foreign ownership, all from Arab countries. By January 2004, two 
had offi cially opened and the third followed shortly thereafter. By the 
end of 2007, there were seven conventional banks operating in Syria. 
More importantly, in 2005 the CBS also issued separate regulations 
for the creation and operation of Islamic banks.

New fi nancial era
Syria opened up to the outside world only very recently, after President 
Bashar Assad was sworn into offi ce in 2000. The previous period 
(1960-2000) was marked by a socialist, nationalized economy with 
stringent restrictions on private investments. Beginning in 2003, the 
government began to revisit many of these restrictive policies.

Starting with the fi nancial sector and the trade regime, it embarked 
on a policy of incremental and gradual reforms. For the fi rst time 
since the 1950s, the authorities seemed keen on encouraging private 
entrepreneurship, promoting market mechanics and opening up the 
Syrian economy.

The government has redirected its economic priorities away from 
industrial expansion to the agricultural sector to achieve food self-
suffi ciency, enhance export earnings and stem rural migration. A 
number of major reforms, particularly in the fi nance sector, have led to 
an improved economic environment and growth.

Syria has adopted a prudent policy in the area of economic and 
administrative reforms, targeting a more conducive economic 
environment based on private sector involvement but with due 
attention to social balance. The state has started to modernize the 
country’s banking structure, revise the foreign exchange (forex) 
system, privatize a number of public companies, improve the business 
climate and simplify customs formalities.

Certain state monopolies were opened to competition, notably in 
metallurgy, textiles and dairy products. Special attention has also been 
paid to education and training. Syrian authorities enacted several laws 

that gave a strong signal to the local and international communities 
that the country is embracing across-the-board, reform-based policies 
and a free social economy.

The last four years have seen the enactment of several important laws 
that have changed the Syrian fi nancial landscape. For example, in May 
2005 a law was passed to authorize private insurance companies to 
establish a local presence in Syria for the fi rst time in four decades. 
The minimum capital requirement for them was set at US$14.5 million. 
Since then, nine insurers have been licensed to start operations.

Another law was passed in May 2005 to enable private investors to 
establish Islamic banks. The requirements were similar to those for 
traditional banks, which had been approved a few years earlier, except 
for the minimum required capital being US$100 million instead of the 
US$30 million for conventional banks.

Other laws include one enacted in 2007 allowing the establishment 
of fi nancial institutions focused on small loans and microfi nance. The 
establishment of the Damascus Stock Exchange (DSE) in October 
2006 was another milestone in the reform process. 

Although the DSE is not expected to start trading until the second 
half of 2008, its mere presence has encouraged Syrian businesses 
to upgrade their accounting, fi nancial and disclosure procedures. The 
new banking and fi nancial laws include provisions for Syrian citizens 
to open bank accounts in foreign currency and the possibility of 
transferring these funds overseas.

These laws confi rm Syria’s commitment to adopting forward-looking 
monetary and fi nancial policies. The opening of the fi nancial sector to 
private investors has improved the confi dence of economic operators 
and stimulated competition among the newly established private 
banks. 

Private banks have attracted many new customers as well as 
considerable deposits. Public banks, in particular the Commercial 
Bank of Syria, started modernizing and launching new services 
including credit cards, an electronic payment network, bills payment 
and e-banking.

Regulatory environment
CBS was established by Legislative Decree No 87 dated the 28th March 
1953, which included the basic monetary system of Syria. The bank 
started operations on the 1st August 1956 with its headquarters in 
Damascus and 11 branches in provincial capitals.

CBS formulates and implements monetary policy with the objective of 
achieving maximum sustainable long-term growth and price stability. 
It has the important role of promoting a safe, sound, competitive and 
a stable fi nancial market through supervision and regulation of the 
nation’s banking and fi nancial systems. 

It fosters the integrity, effi ciency and accessibility of the domestic 
currency payments and settlement systems, issues a uniform currency 
and act as the fi scal agent and depository of the government.

The Syrian ‘Experiment’ in Islamic Banking
By Louay Habbal

continued...



www.islamicfi nancenews.com
COUNTRY REPORT

Page 13© 18th July 2008

The Syrian ‘Experiment’ in Islamic Banking

In its capacity as a bankers’ bank, CBS requires the banks to invest 
their required reserves, as well as their special reserves, in securities 
issued by the state or guaranteed by it, or to invest a fraction of its 
surplus funds and a part of their deposits in government securities.

The reserve requirements for conventional as well as Islamic banks are 
the same. Banks are required to place 10% of their capital with CBS, 
which is only refundable upon the liquidation of the bank. In addition, 
all banks are required to keep 5% of their deposits as cash reserves 
and there are no returns paid by CBS on these reserves. However, as 
at the end of 2007, no government securities were being issued.

As part of the initiatives by the government and CBS to modernize the 
Syrian fi nancial industry, the central bank is currently implementing 
the following activities:

• Establish a national automated clearinghouse for interbank 
and international settlements.

• Create an infrastructure for the issuance and management 
of short-term treasury bills and long term government bonds. 
This applies only to conventional banking and as at the end of 
2007; there were no plans to develop any such instruments for 
Islamic banking.

• Have a national credit information bureau to warehouse 
information on bad debt. This is still at the conceptual stage 
and could be a potentially lucrative business opportunity while 
providing a service to the banking industry.

• Adopt rules and regulations to actively monitor money 
laundering activities and to fully comply with Basel II.

One of CBS’ success stories in its efforts to reform the fi nancial sector 
is the long-awaited reform of the forex regime. The forex system has 
been relaxed over time from a stage where it was a criminal offense to 
possess foreign currency to a stage where it can be freely and legally 
bought and sold through banks and money changers. Under the new 
system, banks are allowed to make remittances overseas for all trade-
related transactions.

Foreign currency converted locally by selling Syrian pounds can be 
credited to the foreign currency accounts but cannot be remitted 
overseas in foreign currency. Profi ts and interest generated annually by 
the contributions and shares held by foreigners which were originally 
bought in foreign currency can be remitted back in foreign currency. 
Likewise for remunerations and bonuses due to resident non-Syrian 
members of the boards of director of banks or those with similar 
status.

Half of the net wages, salaries and remunerations and 100% of the 
end-service compensation due to foreign experts and technicians 
working with the banks can be remitted back in foreign currency. 
Capital remitted in foreign currency to Syria by foreigners can be 
remitted back and placed overseas for better returns.

The interest rate management regime has also been liberalized. For a 
long time, CBS would determine the minimum and maximum rates on 
deposits and loans and in turn also control the spreads. 

As a fi rst step, the banks were allowed to determine their own rates for 
loan products. In the latest development, banks are now free to decide 
the rates for deposits products.

Current Islamic banking players
A law enacted in May 2005 allows for the establishment of Islamic 
banks. Unlike the traditional private banks that were initially capitalized 
at a minimum of SYP1.5 billion (US$30 million), the minimum capital 
requirement for any aspiring Islamic bank in Syria is SYP5 billion 
(US$100 million).

Islamic banks in Syria will benefi t from the religiously conservative 
nature of the Syrian population. The initial public offering launched 
by Cham Bank, the fi rst Islamic bank to begin operations, was well 
oversubscribed. Syria International Islamic Bank and Cham Bank are 
overwhelmed with customers wanting to open accounts and requiring 
more services.

No statistical information from CBS is yet available on the fi nancial 
performance of these banks. Lack of hard data makes it diffi cult to 
assess the potential of Islamic banking in Syria. However, the success 
of Islamic banks throughout the region is indicative of the future of 
Islamic banking in Syria. Moreover, Islamic banks may have an edge 
over conventional banks as the law allows Islamic banks to invest in a 
wider scope of activities, enter into partnerships and own real estate.

The Syrian Islamic banking market will witness during 2008 the arrival 
of three more Islamic banks: Syrian Bank for Trade and Finance, Dubai 
Islamic Bank and Noor Islamic Bank of Kuwait. More, most notably the 
well capitalized and newly established Al-Salam Bank of Bahrain, are 
expected to submit their applications.

Although it is expected that demand for Islamic banks in Syria will 
outstrip demand for conventional ones, both Islamic and conventional 
institutions face the same obstacles. By far the biggest is lack of 
availability of trained human resources. Staffi ng constraints will result 
in delays in the opening of new banks with a potential adverse impact 
on earnings and market image. Delays by CBS in introducing treasury 
bills and long-term government bonds, particularly for Islamic banking, 
will also affect the earnings.

Another hurdle could be the result of an aggressive expansion of the 
branch network. Expansion could have an adverse impact on earnings 
due to high front-end expenses without the associated revenues to 
support them as well as generating excess liquidity which cannot be 
productively deployed.

Finally, critics and supporters of the Syrian experiment are monitoring 
the performance of both Islamic and conventional banks and their 
impact on the economy. CBS is also under scrutiny. It is expected 
to conduct effective supervision despite stretched resources and 
be equipped with the necessary skills and expertise to successfully 
manage the transition into a free economy. More importantly, the 
success of CBS at this stage will encourage European institutions to 
enter the highly lucrative Syrian fi nancial market. 

Louay Habbal is a Damascus-based banker with 20 years US 
experience in commercial, investment and private banking. Currently 
a project manager for an Islamic bank under establishment, he 
can be contacted at +963 93 359 9693 or via email at lhabbal@
menabanking.com.
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Basel II, or The New Accord, is certainly changing the banking 
landscape and will also have an impact on the real world. Until now, 
there has been a “one size fi ts all” approach to the capital backing 
required for risk. Capital allocation is now more sensitive to risk in 
all its guises. In investment management, it would be unthinkable 
if investments or projects of different risks were treated equally in 
terms of determining the required return. Under Basel II, lending now 
falls into line with investment principles.

But Basel II is about regulatory capital and it would be imprudent to 
rely on it to determine your own risk profi le. While it is impossible for 
an individual or bank to plan for absolutely every eventuality, by careful 
assessment of all risk exposures you can be in the best possible shape 
to address adversity if and when it comes by paying attention to some 
of the risk factors below.

Does Islamic banking risk differ from Western banking risk? Not really, 
but there are a few special cases. Risk is much the same as for a 
French bank branch in Singapore or an Australian bank subsidiary in 
the US.

Special Risks for Islamic Banks
Islamic banks are really not so different from conventional banks, but 
there are some variances. What are the main risks for Islamic banks?

• Liquidity. There is still an underdeveloped money market.
• Interest rate risk.
• Commodity risk. If the circular Murabahah contracts are 

unwound, the individual deals are expressed in commodity 
terms.

• Communication risk. There are varying defi nitions of 
products.

• Equity risk. Is the bank engaging in fund management or 
banking?

• Operational risk.
• Religious. Halal or haram? Can interpretations change? 

Type of Risk Defi nition

Acquisition Do you really know what you are buying? The 
Enron saga shows that accounting can be highly 
creative. On the other hand, as the target of 
acquisitive companies, are you spending too 
much management time fending off predators? 
Can you marry the different cultures between 
banks?

Careless Error Overconfi dence leads to errors. I still vividly 
remember, as a raw but confi dent dealer 
more than 20 years ago, saying “Buy dollars” 
when I meant “Buy pounds.” It was highly 
embarrassing, but it was quickly sorted out. 
Human error should be forgiven, but law does 
not cover this.

Type of Risk

Competitive Don’t put off that product too long, even if it 
is going to compete with existing products. 
Somebody else will build a better home loan 
product if you do not. Be innovative or ready to 
immediately react to competitors.

Commodity Are your customers subject to gold or oil prices? 
Gold producers have their liabilities linked to 
the gold price. If you take delivery under an 
Islamic contract, can the commodity price be 
managed?

Communication Send that confi rmation now and avoid jargon! 
Defi ne terms clearly. Is it Murabahah or 
Tawarruq that you are dealing with? Are your 
liabilities deposits or managed funds?

Competence /
Understanding

Are the latest guaranteed investor products really 
understood by the bank’s senior management? 
Do you understand your dealers? Don’t be 
afraid of your own ignorance. Go on a course or 
buy a book. And don’t be afraid to ask seemingly 
stupid questions.

Concentration of 
Assets

Large exposure risk is obvious, but sometimes 
governments direct banks to lend to champion 
industries. This is a problem for Islamic fi nance, 
as the avoidance of tobacco, banking and 
alcohol investments can lead to heavy weighting 
in property and technology. Non-correlated 
investments need to be identifi ed.

Concentration of 
Liabilities

Does your fund depend on just one or two 
investors? Retail bankers have fewer liquidity 
problems than wholesale bankers. Do not place 
yourself at the mercy of a few lenders.

Concentration of 
Business Type

Financial supermarket or nimble niche player are 
both fi ne. But if market appetite or regulations 
change, can you reinvent your institution?

Convertibility Can the currency be converted and delivered 
into a freely tradable currency? 

Country Is lending carried out in local emerging markets 
really riskier from your bank’s perspective than 
an investment in the US?

Credit How much has the customer borrowed 
elsewhere? Has your client used off-balance 
sheet fi nance excessively? Will the parent 
really stand behind that “letter of comfort”? 
Do you understand the terms behind credit 
derivatives? In Islamic banking, risks are 
perhaps not loans but rather, equity risks. Look 
at the documentation. The reality may be that 
they are loans dressed up to look like equity.

Risk Checklist for Islamic Finance Practitioners:
Figuring Out What Can Go Wrong

By Warren Edwardes

continued...
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Risk Checklist for Islamic Finance Practitioners: Figuring Out What Can Go Wrong

continued...

Type of Risk

Cultural Contracts are sometimes seen as a basis for 
negotiation. Remember that there is a difference 
between the Middle East and Malaysia in Islamic 
banking. 

Currency 
Economic

GCC currencies are US dollar-based, but will 
they become euro linked with an increase in 
politically driven trade? Economic exposure is 
seldom hedged.

Currency 
Transaction

This is the risk that future foreign currency 
receivables will change in home currency terms. 
If derivatives are not permitted, then an Islamic 
institution cannot hedge the exchange rate. 
However, a number of institutions (including 
Delphi) are developing derivatives substitutes 
for Islamic institutions.

Currency 
Translation

This concerns the risk of revaluation of foreign 
assets or liabilities as a result of a movement 
in currency value. If GCC currencies de-link 
from the US dollar, the balance sheet value of 
dollar assets or liabilities will fl uctuate in home 
currency terms.

Customer 
Satisfaction

Do your customers like doing business with 
you? Will they come back for more of the same? 
Do they call you for other products? If you are 
running an Islamic profi t-and-loss product and 
you make a loss, will you pass that on to your 
customers? If a bank pays no dividends, cus-
tomers will get angry. There is a moral hazard.

Energy Price Risk Mexico has had the interest rate on its liabilities 
linked to the price of oil. Most Islamic countries’ 
economies are linked to the oil price. 

Environment If you lend to polluters, you may be faced 
with competition from a bank such as the Co-
operative Bank of the UK that does not. Are 
environmentally unfriendly policies haram?

Equity Market Islamic banking is ideally profi t-and-loss shar-
ing. This is venture capital or equity investment. 
If the funds are own account, then beware, as 
equity investments have a higher capital re-
quirement than loans.

Fraud (Banker) Make sure you tape all conversations. 
Transparency is a must. Avoid the risk of 
misinterpretation and selling in error.

Fraud (Customer) Will your client say that he did not understand 
that complex structure? All will be fi ne if the cli-
ent is winning. He will only cry “foul” if he loses. 
I am a regular expert witness in cases and there 
are only complaints when deals go sour.

Fraud (Staff) This often follows a covered-up disaster. Watch 
staff who do not take holidays, as many an 
irregularity has surfaced when a banker who 
never takes a holiday falls ill and his position 
is taken over by a colleague. Reward whistle-
blowers.

Type of Risk

Image/PR Recovery from bad publicity is extremely diffi cult. 
Keep the media, rating agencies and your 
counterparties fully informed of any potential 
diffi culties. No fund manager or treasurer wants 
to hold an asset or do business with a bank that 
suffers from adverse reporting in the media. 
There was an initial global reaction against 
all Gulf banks in the aftermath of the 11th 
September. There should have been proactive 
PR. Something approved by Shariah scholars as 
halal may be deemed by the market as haram.

Infl ation Putting up real assets as security in an asset-
backed Islamic transaction may lead to over-
securitization.

Interest Rate Property is linked to interest rates. Islamic 
fi nance is not a closed economy. If interest 
rates rise sharply in relation to mark-up rates, 
deposits will fl ow out of Islamic banks and into 
conventional banks, and vice versa.

Interaction Are GCC currencies really fi xed to the US Dollar? 
Could Gulf countries become linked to the 
Euro? 

Language The same Arabic or English word can have 
different meanings in the other language.

Legal Are credit derivatives insurance contracts 
and therefore prohibited to banks in many 
countries?

Liquidity Liquidity is much less about holding liquid 
assets than about managing and diversifying 
liabilities. Remember Continental Illinois and 
recently, Northern Rock. Manage diversifi cation 
of both assets and liabilities. Events such as the 
11th September 2001 can lead to a freeze on 
lending. This is a major problem for Islamic banks 
in the absence of a developed Islamic money 
market. With oil prices heading to US$150 per 
barrel and ever more cash available in oil-rich 
countries, this is not an immediate problem. 
But what happens when oil falls to US$50 per 
barrel?

Mortality Catch separate fl ights on trips, and don’t even 
think about buying key-man insurance. A sure 
sign of a badly run fi rm or team is when such 
insurance is even considered. It may be good 
for the ego of the person in question but the 
solution is not the purchase of insurance but 
rather internal hedging. Just make sure that at 
least two people can do the job. 

Operational This covers everything other than market or 
credit risks. Are strong procedural systems in 
place?
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Risk Checklist for Islamic Finance Practitioners: Figuring Out What Can Go Wrong

Type of Risk

Performance 
Measurement

Any banker worth hiring can manage his 
management accounts and can show book 
profi ts at the expense of real losses. Just make 
sure you check the character of the person you 
are hiring. Most measures of performance are 
crude, and slavish adherence to rules can lead 
to poor real performance.

Political The 11th September 2001 and events in 
Palestine, Lebanon and Iraq have made an 
impact on Middle East banking. What would be 
the impact of a US or Israeli attack on Iran? 

Property (Real 
Estate)

Do your property asset-backed loans have 
suffi cient cover? Is the property liquid? 

Rating Agency A downgrading or even credit watch can impact 
on liquidity and the entire business. Investment 
grade bonds do not default; they become 
junk and then default. On the other hand, an 
upgrade can have an impact on appetite for 
other regional debt.

Regulatory If you operate in several countries, you may face 
different rules.

Religious A halal product may later be deemed haram. 
Zero coupon bonds were halal. Non-Islamic 
banks may have to become Islamic.

Resignation Will the star team move to a competitor after you 
buy the bank? This has happened on several 
occasions in the Gulf and in Islamic banks in 
London.

Settlement This is the risk that you meet your part of 
the bargain and your counterparty does not. 
Escrow accounts could have averted the only 
Murabahah default case to have gone to court.

Type of Risk

Tax Islamic banking has a tax impact in Western 
countries. Do sale and repurchase transactions 
face purchase tax? Are economically identical 
products treated differently in an Islamic and 
conventional bank in the same country?

Technological Can your systems manage in a disaster or 
war? Can you cope with system failure? Are 
your fax confi rmations going to your customer 
or a competitor? Email can take a long time 
— perhaps days.

Weather Iraq’s burning oil fi elds probably had an adverse 
impact on employees’ health and tourists. 
Weather derivatives are being traded but are 
haram. Is weather Takaful an option?

Zero This fi nal risk is the most insidious and 
dangerous risk. Zero risk is the risk of having 
a risk manager who always says “No” and who 
comes up with 50 ways not to do the business. 
Of course, you will never appear to lose money. 
You will never be known for making a wrong 
decision. It is just that the business will go 
elsewhere and your fi rm will fi nd itself with 
unemployed capital! 

Warren Edwardes is CEO of Delphi Risk Management, the London-
based fi nancial instrument innovation and risk management 
consultancy. Edwardes, author of “Key Financial Instruments: 
Understanding and Innovating in the World of Derivatives,” is a 
governor of The Institute of Islamic Banking and Insurance and 
is a frequent conference speaker, moderator and chairman on a 
variety of fi nance issues, including Islamic banking and fi nancial 
innovation. Contact: we@dc3.co.uk Website: www.dc3.co.uk
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Operational risk is a recent addition to the list of risks faced by the 
fi nancial industry. Operational risk is defi ned as the risk of loss 
resulting from inadequate or failed internal processes, people and 
systems or from external events. This defi nition includes legal risk 
but excludes strategic and reputational risk. Operational risk largely 
covers risks involved in processes, systems and people which are 
generally not covered by credit risk and market risk.

The Islamic Financial Services Board defi nes operational risk on 
similar lines but adds the risk of Shariah non-compliance. Operational 
risk is not different in Islamic banks; rather it is magnifi ed due to 
several features of Islamic contracts. For example, in Musharakah 
and Mudarabah, due to the participative nature of the contract, the 
operational risk is magnifi ed and is more important.

In Ijarah and Istisnah there is a heightened operational risk due to the 
nature of the underlying commodity involved. The heavy involvement 
of the fi nancial institution in the funded activity due to the profi t and 
loss sharing nature of the contracts increases the operational risk 
exposure for the Islamic bank. 

Operational risk in Islamic banks is therefore more prominent and 
pertinent. With the expansion of activities, operational risk will also 
expand in terms of reach and coverage. As Islamic banks introduce 
new products, business lines and markets, the operational risk will 
need more and more attention.

Conventional banks are generally not directly affected by the regular 
adverse changes in the related market parameters since they are not 
linked to the performance of the fi nanced activity. The profi t and loss 
made by the client does not affect the cash fl ow of the bank since 
the market factors such as slowdown, shocks and adverse market 
conditions do not directly affect the bank (Figure 1). Islamic banks, on 
the other hand are directly affected by adverse changes in the market 
conditions via the link of operational risk since they participate in the 
fi nanced activity via profi t and loss sharing (Figure 1).

For instance, a conventional bank, when it lends to a client related to 
the construction industry, is not directly affected by adverse changes 
in cement and or steel prices which may affect the profi tability of the 
client. However, an Islamic bank is directly hit on cash fl ow due to its 
link to the profi tability of the fi nanced project.

Hence, an Islamic bank has to face Level 2 operational risk, which is 
shown in Figure 1. Whereas, a conventional bank is protected from 
Level 2 effects, at least to a great extent. However, all types of banks 
are affected by severe adverse events happening at Level 2, albeit 
indirectly.

Operational risk management in Islamic banks is similar to that in 
conventional banks but includes several additional dimensions. 
People management has an extra dimension of expertise level in 
Islamic banking along with the continuous availability of the required 
expertise. 

Shariah risk, which is an additional input in operational risk in Islamic 
banking, also requires special treatment. The non-compliance can lead 
to loss of reputation and can cause exodus of funds, causing a liquidity 
crisis for the Islamic bank. According to Dr Zeti Akhtar Aziz, Governor of 
Malaysia’s central bank, a key challenge in managing operational risk 
in Islamic banking is ensuring Shariah compliance.

The operational risk exposure should be noted carefully while mapping 
Islamic contracts such as Musharakah, Mudarabah, Murabahah, 
Istisnah, Ijarah and Salam. The Shariah compliance dimension should 
receive special attention while mapping the operational risk in these 
contracts. 

Since in Musharakah and Mudarabah the bank participates with 
the client and agrees to share profi ts and losses, there is a special 
emphasis on mapping operational risk arising from inadequate or 
failed people, processes and systems involving the client’s activities.

In the case of an Ijarah contract there is a risk of the commodity under 
fi nance being damaged. Similarly in the case of Salam, when entered 
for an agricultural commodity, it carries the operational risk from 
external events such as weather conditions affecting the ability of the 
client to honor the commitment.

Risks arising from the failure of the party to deliver the product under 
Istisnah due to external factors are another important dimension of 
operational risk in Islamic banking. Similarly, when partners under 
Musharakah and Mudarabah conduct activities which are not 
permitted by Shariah, this can be a source of operational risk. Hence, 

Islamic Banks: Operational Risk Dimension
By Dr Sunil Kumar

continued...

“Operational risk is not different 
in Islamic banks; rather it 
is magnifi ed due to several 
features of Islamic contracts”

Figure 1 Operational risk fl ow in conventional and Islamic banks
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Islamic Banks: Operational Risk Dimension

while mapping the products and processes, these dimensions of 
operational risk should be taken care of.

Also, while working on key risk indicators (KRIs), the specifi c dimensions 
as mentioned above should be accounted for. People risk, which 
includes inexperience, non-competence and lack of proper manpower, 
is more critical in Islamic banking due to a severe shortage of qualifi ed 
manpower.

A noticeable aspect which is very prominent in Islamic banking is 
legal risk. Due to the heavy engagement with clients’ activities, the 
contracts in Islamic banking are more complex than their conventional 
counterparts. Additionally, the legal framework for Islamic banking is 
still under development and, in the case of a few countries, absent. 
Moreover, lack of legal experts in Islamic banking amplifi es the issue 
of legal risk. Hence, legal risk should be treated with special care in 
operational risk under Islamic banking.

The operational risk management in Islamic banking needs all the 
required steps as in conventional banking. Some of the critical ones 
are:

• Mapping of processes and products.
• Identifi cation of causes, events and consequences.
• Identifying for processes, system and people.
• Collection, measurement and evaluation of losses — internal 

and external.
• Scenario simulation analysis.

To summarize, the additional aspects in relation to operational risk in 
Islamic banking are:

• People — Islamic banking has an additional dimension in the 
shortage of qualifi ed experts.

• Processes — The processes in an Islamic bank are different 
from those in a conventional bank and therefore needs special 
mapping.

• Systems — Systems in Islamic banking more or less have 
similar exposure as those for conventional banks.

• Additional dimension of Shariah risk — The role of Shariah is 
critical and hence has a special importance in operational 
risk.

• Heightened legal risk — Lack of proper legal framework, 
complicated contracts and lack of availability of legal experts 
adds to the legal risk in Islamic banking.

• Direct exposure to level 2 risks in operational risk — Risks which 
are transferred to the Islamic bank due to the participative 
nature of the contract add to the existing exposures of 
operational risk.

Hence, operational risk in Islamic banking is more critical when 
compared to conventional banks. Better operational risk controls and 
management in Islamic banking should take into account the special 
impact of Shariah non-compliance and legal risks. 

Dr Sunil Kumar is head of risk management Middle 
East at IRIS Integrated Risk Management AG.
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MALAYSIA
Cagamas hits big time
All-round success for Cagamas MBS (CMBS) 
yesterday as its residential mortgage-backed 
securities of RM2.41 billion (US$694.72 
million) nominal value attracted a book size of 
RM9.10 billion (US$2.6 billion) from a diverse 
group of domestic and offshore investors, 
giving an over-subscription rate of close to 
four times.

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

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

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

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

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

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

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

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

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

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

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

The Malaysian Sukuk market experienced a 

growth rate of 71.4%, while the international 
markets have expanded by 83.3% over the 
last year. Sovereign Sukuk issues also grew 
by 521% to US$4.4 billion, with Malaysian 
ringgit-denominated Sukuk accounting for 
70% of the market. 
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Risk management is a series of actions that are taken with the 
purpose of minimizing losses or injuries in the organization. 

The fi ve steps in the risk management process:
i. Identify perils and risk exposures

The most damaging losses are those that create confl icts with the basic 
mission of the organization and disrupt realization of its objectives. 
The risk management program identifi es all risks and then categorizes 
them for further analysis.

ii. Assess the signifi cance of the exposure
Once the perils and risks have been identifi ed, the loss potentials are 
analyzed. This should include determining the probability of a loss 
occurring and its fi scal impact on the organization. It is benefi cial to 
quantify the exposures and losses to better assess the signifi cance 
of risk exposures and actual losses. In this manner, frequency and 
severity of losses can be tracked over time and trends established as 
predictors of future losses. Such trends also provide the mechanism 
for budgeting current and future losses.

iii. Select appropriate risk management method(s)
Once the risk and loss potentials have been identifi ed and analyzed, 
an appropriate method(s) must be chosen to eliminate or control their 
negative impact. The risk can be eliminated or avoided before it occurs, 
transferred to another organization or controlled to reduce its frequency 
and/or severity. This aspect of risk management is commonly referred 
to as “risk control.” If the risk cannot be eliminated or transferred, 
an appropriate method(s) of fi nancing must be identifi ed to pay the 
costs of loss or claim. This expense can either be retained or paid 
by the organization, or transferred to an outside organization. This is 
called “risk fi nancing.” The selection of appropriate risk control and/or 
fi nancing methods must be based on an objective assessment of the 
effectiveness of the various techniques. This assessment should be 
on the best possible outcome and the cost involved. The technique(s) 
should generate the greatest amount of control for the least amount 
of cost while within the organization’s fi nancial and physical abilities 
to implement.

iv. Implement the chosen risk management method(s)
In implementing risk management techniques, risk management 
specialists must rely on managers and employees in other areas 
of the organization over which the risk management specialist has 
no direct control. Therefore, the implementation program must be 
carefully conceived and promoted to ensure their cooperation. While 
the risk management specialists provide the technical knowledge for 
implementation, other managers must be involved in management 
decisions regarding allocation of the organization’s resources to 
accomplish risk management objectives. Ergo, the risk management 
specialist becomes an effective consultant to the managers.

v. Evaluation of the risk management program
The risk management program must have a built-in self-monitoring 
mechanism to determine if the program is meeting its objectives. 
The program must have fl exibility to implement changes to keep it 
on target. For the mechanism, the performance standards should be 
quantifi able and measurable, and be both results- and task-oriented.

Risk analysis
Once risk exposures have been identifi ed, the risks must be thoroughly 
analyzed before the proper loss control technique(s) can be applied. 
Risk analysis quantifi es exposures and losses so that probabilities of 
future losses can be projected. Such analyses invariably address the 
“frequency” and “severity” of loss. 

A risk exposure that has both a high frequency and a high severity 
probability of occurrence should be given the greatest consideration 
for elimination or control. A risk that is both low in frequency and low 
in severity can easily be retained and self-funded.

Analysis through forecasts
Frequency and severity analysis is most often performed on past or 
historical claims data, based on which a forecast of the frequency 
and severity of future losses should be developed, most often 
accomplished by analyzing probabilities and trends over a period. In 
addition to forecasting the frequency and severity of future losses, a 
forecast should be made of the potential impact(s) that the risk control 
and risk fi nancing techniques used will have, in addition to the costs 
involved.

Qualitative analysis of exposures and losses
Analysis of a loss exposure is easily accomplished through use of a 
systematic, qualitative method that assigns a value to the exposure. 
This frequency/severity analysis ranks the exposure or loss by 
priority. Then, risk or loss control techniques may be identifi ed and 
implemented.

Several methods are used to identify risk exposures. Several principal 
methods are the following:

• Checklists, Surveys, and Questionnaires
Most risk management specialists initially employ a standardized 
questionnaire that asks general questions applicable to all 
organizations. The questionnaire is usually divided into categories of 
risk exposures and questions designed to identify and quantify the 
exposures within these categories. 

Since all organizations are different, standardized questionnaires may 
not provide the level of detail needed to fully identify all exposures 
that are inherent to that organization. Supplemental questionnaires, 
inventories, and/or checklists usually are developed and on- site risk 
inspections usually conducted. However, the standardized, general 
questionnaire will fl ush out those areas that need follow-up attention.

The advantage of using a checklist is that it can be specifi cally tailored 
by risk management staff to ensure all necessary information is 
included. Once prepared, checklists can be distributed to operational 
personnel who should be able to answer questions related to specifi c 
operations. 

A preliminary risk identifi cation questionnaire for company is provided 
as an appendix to this chapter. It is suggested this questionnaire be 
utilized as the initial instrument to identify risk exposures.

Identifying and Managing Risks In An Organization
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• Annual Reports
A primary goal of the company risk management program is to protect 
the organization’s resources against loss. The annual report produced 
by a company provides a wealth of information that assists the risk 
management specialist in identifying exposures wherein accidents, 
claims, and losses may occur.

The enabling legislation for the Offi ce of Risk Management (Offi ce) 
requires every company to prepare an annual report for each fi scal 
year. The annual report includes the following information:

o The location, timing, frequency, severity, and aggregate 
amounts of losses by category of risk, including open and 
closed claims and fi nal judgment;

o Loss information obtained by the company in the course of 
its administration of the workers’ compensation program;

o Detailed information on existing and potential exposure to 
loss, including property location and values, descriptions of 
company operations, and estimates of maximum probable 
and maximum possible losses by category of risk;

o Estimates by category of risk of losses incurred but not 
reported;

o Information the director determines necessary to prepare a 
Workers’ Compensation Unit Statistical Report; and 

o Additional information that the director determines to be 
necessary.

The company risk management program identifi cation and assessment 
process should include an examination of the company annual 
report. Such an assessment provides valuable data concerning risk 
exposures.

• Records and Files
In addition to the company’s annual report, each company produces 
numerous other reports, documents, and fi les that potentially 
contain information relating to risk exposure. For example, requests 
for proposals, bids, contracts, purchase orders, architectural and 
engineering drawings, and minutes of meetings, administrative 
procedures, and standard operating procedures may all contain 
information useful to the risk management specialist. Many of these 
documents signify change that may be occurring, and the risk exposure 
implications should be reviewed.

• Flowcharts
Flowcharting can be an extremely valuable tool in risk management. 
A fl owchart is a graphic illustration of the elements of a process. The 
services provided by the company can be graphically depicted, or 
fl owcharted, to identify all inputs, internal operations, and outputs. 
Whenever this fl ow or process is interrupted, the company suffers a 
loss. Therefore, a fl owchart can identify critical elements and paths of 
the company’s operations vulnerable to loss.

A fl owchart can be complex, showing the primary process and all sub 
processes, or the fl owchart can chart only a portion of the primary 
process. In most cases, it is useful to further defi ne the sub process.

• Professional Expertise
Many individuals from within the company possess extensive 
knowledge and information that may be drawn upon to identify risk 
exposures. Within the company, such individuals range from board/
commission members and executive staff down to line employees. In 

most cases, the person who will have the most extensive knowledge of 
a risk exposure is the person who is directly involved in performing the 
job, duty, or service where the exposure exists. Outside the company 
are a host of highly specialized professionals with expertise to identify 
virtually any risk exposure. These specialized professionals may 
be available only through the payment of consulting fees. However, 
other company, federal, and local agencies provide a variety of risk 
management and loss control services that may be available free of 
charge.

• On-Site Inspections
After all data and information concerning risk exposures are collected 
using the above referenced methods of identifi cation and after an 
initial analysis has been conducted, on-site inspections may be 
desirable to obtain a better understanding of the exposures. Such on-
site investigations provide valuable data regarding the magnitude of 
exposures, the potential frequency and severity of losses, and may 
suggest alternative loss control techniques to be employed. On-site 
investigations also provide opportunities for face-to-face discussions 
with employees and specialists that are directly involved in site work 
processes. These discussions lead to a better understanding of the 
exposures and may suggest alternative loss control techniques.

Perils and Hazards
A peril in insurance circles is defi ned as the cause of a loss. Similarly, 
the insurance defi nition of an exposure is the possibility of a loss. 
A hazard is a condition or situation that signifi cantly increases the 
likelihood loss will occur. A loss occurs when a resource is exposed 
to a peril. Therefore, during the process of identifying loss exposures, 
it is important to be able to recognize the perils and hazards to which 
resources may be exposed.

Some companies provide many diverse services to the employees. 
These companies function in various geographic, economic, and 
political climates of the company, and even in other companies and 
foreign companies. Therefore, it is impossible to list all possible 
perils to which company may be exposed. However, perils can be 
generally grouped into certain categories and described for better 
understanding.

• Acts of Nature
Numerous acts of nature form the category of natural perils. 
Such natural acts may be catastrophic in nature such as fl oods, 
severe weather and windstorms (cyclone, hurricane, and tornado), 
earthquakes, and droughts. These acts are obvious catastrophic acts 
of nature. However, natural perils also include acts that typically are 
not thought of as perilous. Some examples of these are: dust, erosion, 
fungi, rot, rust, static electricity, and insects. Like catastrophic acts 
of nature, these more passive acts can also infl ict losses upon an 
organization.

• Human Acts
Many perils are created by people’s actions. It is basic human nature to 
look for some other cause when things go wrong. However, any attempt 
at identifi cation of perils must include human acts. As with acts of 
nature, many human perils are obvious such as robbery and theft, 
arson, vandalism, and extortion. However, many other human acts are 
more subtle in nature and not as easily recognizable as perils. Some 
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examples are: discrimination, strikes, environmental degradation 
from pollution, vibration from man-made equipment, and human error 
resulting in damage or harm. These human perils likewise can infl ict 
huge losses unless risks are controlled.

• Economic Forces
Many economic forces that infl uence organization operations exist in 
today’s world marketplace. These forces not only exist domestically 
but also internationally. Despite the best efforts of economists, these 
forces remain largely unpredictable, and are subject to changes from 
the political arena as well as in consumer habits. Some examples of 
economic perils are depreciation and obsolescence, technological 
breakthroughs, infl ation and recession, stock market advances and 
declines, and fl uctuations in world currencies. These economic perils 
can cause losses to an unprepared organization.

• Legal Perils
Any action that is brought against an organization by an individual(s), 
entity (ies), or other organization(s) constitutes a legal peril. In effect 
a legal peril is a claim against a defendant organization where the 
claimant alleges the organization engaged in legal wrongdoing that 
resulted in some damage or harm to the claimant. The claim may be 
factual or have no basis in fact.

However, the fi ling of a claim, whether factual or nonfactual, must be 
addressed and defended by the organization. Therefore, any claim of 
wrongful conduct is a peril to the organization. Such claims may be 
brought against the company under contract or tort law but not under 
criminal law. An act of wrongdoing by the organization itself is a hazard. 
That is, a wrongful act creates a situation in which the likelihood of 
a claim being brought against the organization is greatly increased. 
In the absence of a wrongful act, a claim of wrongdoing still can be 
brought against the organization. An actual event merely increases the 
chances a claim will be fi led. Therefore, the wrongful act is considered 
a hazard, rather than a peril.

• Exposures
An exposure is the possibility of a loss. Losses most important to an 
organization are those that create confl icts with the basic mission of 
the organization and interrupt achievement of its objectives and goals. 
For companies, these objectives include: exercising regulatory authority 
over various industries; providing humanitarian services; fulfi lling legal 
mandates; and providing continuous, uninterrupted operations. 

The risk management program identifi es all risks that signifi cantly 
impact the organization’s ability to fulfi ll its mission, and achieve 
its objectives and goals. Risk management then categorizes these 
exposures in a logical manner for further analysis. The following 
discusses the major categories of risk exposures to which company 
may be exposed.

• Property Exposures
Physical property can be subdivided into several broad categories as 
follows:

o Land or real estate (improved/ unimproved);
o Buildings or structures;
o Contents of buildings or structures (furniture, supplies, 

equipment);
o Fleet property (automobiles, trucks, boats, airplanes).

Physical property is exposed to numerous perils that can damage or 
destroy it, or property may be lost or stolen. When a property item is 
subjected to a peril, it is considered an exposure to that peril.

• Legal Liability Exposures
Legal liabilities arise against the company by persons who claim to have 
suffered a loss due to negligence or civil wrongdoing by the company. 
Such negligence or civil wrong may be either actual or perceived on 
the part of the claimant. In either case, the net result is that an action, 
or claim, is fi led against the company which ultimately may need to be 
defended in court.

A claim against the company may come from a member of the general 
public or an employee of the company itself. Wrongful acts and 
negligence may actually occur due to the actions or inactions of any 
company representative (e.g., an employee, executive, or commission 
member). Examples of such actions are: vehicle accidents, facilities in 
disrepair, civil rights violations, environmental hazards, and wrongful 
discharge. When an employee of the company is involved in an act of 
negligence or wrongdoing, it is an exposure to legal liability.

• Workers’ Compensation Exposures
Employees are without question the most valuable resource 
any organization possesses, and one of the primary goals of an 
organization is to protect its human resources. Employee losses may 
occur whenever an employee is exposed to one or more perils. 

Such perils include, but certainly are not limited to, injury that results 
from vehicle accidents; faulty equipment; inattention or fatigue; 
improper safety equipment; poor housekeeping and maintenance 
procedures; coworker inattention or negligence; and occupational 
diseases. Because of these and other exposures, losses occur to the 
organization whenever an employee becomes disabled, ill, or dies. The 
organization incurs a monetary loss in the form of benefi t payouts.

Furthermore, losses to the organization occur whenever an employee 
is laid off, resigns, or retires. In each of these cases, the organization is 
deprived of the special knowledge, skills, and/or abilities. In addition, 
the employee may also suffer personal monetary losses when any of 
the above named losses occur.

• Loss of Revenues, Production, and Performance
Companies typically exist to provide a service. Such service may be 
regulatory in nature, or the service may be provided in the interests of 
the general public. In some instances, revenues may be generated in 
the performance, production, or provision of the service. 

Losses to the company occurs when an event happens that interrupts 
the fl ow of services being performed, produced or provided, or that 
interrupts the fl ow of revenues for services rendered. Some examples 
of such exposures are: employee injuries and accidents; power 
outages; natural catastrophes, such as tornadoes and fl oods; late 
deliveries of goods or products; theft; and fi re. 
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Bai Inah refers to trading where the seller sells an asset to a buyer at 
an agreed selling price to be paid at a later date. After that, the buyer 
immediately sells back the asset to the seller at a cash price which 
is less than the selling price. According to most Islamic jurists, there 
are three forms of Bai Inah trading where all the assets sold come 
from the fi nancier.

The Bai Inah concept is used in the Malaysian Islamic banking system 
and capital market to facilitate the needs of market players when the 
Islamic fi nancial industry was pioneered in the country. Although most 
Shariah scholars disallow this concept, some feel that it is acceptable 
as long as all the pillars and conditions of the contract are complied 
with. 

Based on this opinion, the Bai Inah concept is accepted to be practiced 
in Malaysia to ensure that Islamic fi nance is as competitive as its 
conventional counterpart. Among others, this concept is applied in 
money market transactions, bond issuance, debt securitization and 
credit card facility.

Permissibility of Bai Inah
In the past, the majority of the Islamic jurists were of the opinion 
that Bai Inah was not permissible because it was a way or excuse to 
legitimize an usury transaction. The Hanafi s were of the opinion that 
Bai Inah was permissible only if it involved a third party which acted as 
an intermediary between the seller or creditor and buyer or debtor.

The Malikis and Hanbalis, on the other hand, rejected Bai Inah and 
considered it invalid. Their opinion was based on the purpose of the 
transaction and was aimed at preventing practices that could lead to 
forbidden acts, in this case usury. The basis for the opinion of the 
majority of the Islamic jurists was the hadith dialogue between Aishah 
and the slave Zaid bin al-Arqam which showed the prohibition of Bai 
Inah. They also held to the hadith of the Prophet in which he warned 
that those who practiced Bai Inah would suffer scorn.

The Shafi ’es and Zahiris on the other hand based their contention 
on the part that refers to Bai Inah as a permissible transaction — a 
contract is valued by what is disclosed and one’s intention is up to Allah 
to judge. They criticized the hadith used by the majority of the Islamic 
jurists as the basis for their argument, saying that the hadith was weak 
and therefore could not be used as the basis for the legislation.

From the study done on the opinions of past Islamic jurists on the 
issue of Bai Inah, the Shariah Advisory Council (SAC) of the Securities 
Commission accepted the opinion of the Shafi ’es and Zahiris who 
permit Bai Inah. Therefore, it can be developed into a product for the 
Islamic capital market in Malaysia. When institutions and individuals 
are in need of capital for a specifi c purpose they can use this method 
of payment, using their assets as mortgage. As they still need the 
assets, this method allows them to liquidate without losing them.

Bai Inah transaction in the money market
In a Bai Inah transaction in the Islamic Interbank Money Market, a 
Shariah compliant asset such as the government investment issues is 
sold by a fi nancier, such as the central bank, to the recipient bank at X 

price on deferred terms. Then the recipient bank sells back the asset 
to the fi nancier on a cash basis at Y price, with the deferred price of X 
being higher than the cash price of Y and the difference regarded as 
profi t to the fi nancier. Both sale contracts are executed separately.

The question is whether the application of Bai Inah as explained 
above complies with the concept of Bai Inah which is acceptable in 
Shariah. The SAC of the central bank (Bank Negara Malaysia or BNM) 
on the 12th December 1998 resolved that the Bai Inah transaction 
in the Islamic Interbank Money Market is permissible based on two 
conditions — it must strictly follow the mechanism which is accepted 
by the Shafi e school; and the transacted asset is not a usury item.

Islamic credit card based on Bai Inah
The BNM SAC on the 12th April 2001 said it is permissible for an 
Islamic banking institution to offer an Islamic credit card based on a 
combination of the Bai Inah and Wadiah concepts. The mechanism 
is referred to as the customer purchasing an asset from the bank on 
deferred terms — the purchase price comprising cost plus profi t, for 
example, RM11,800 (US$3,616) (RM10,000 + RM1,800), is to be 
paid within one year by the customer.

Then the customer sells back the asset to the bank on a cash basis 
at cost value (RM10,000) (US$3,065). The selling price of the asset is 
lower than the purchase price. This is the amount which will be credited 
into a marginal Wadiah account of the bank for the customer’s use.

The BNM SAC resolved that the mechanism of Islamic credit card 
which applies Bai Inah concept to generate funds for credit purposes 
by a customer who requests for the Islamic credit card is permissible.

Islamic investment and deposit services products
In the beginning, the Islamic investment and deposit services products 
were limited to Wadiah saving accounts and Mudarabah investment 
accounts. However, in order to attract more depositors, the range has 
been expanded. They include negotiable Islamic deposit certifi cates, 
short term sell and buy back arrangement and the commodity 
Murabahah deposit-i.

These instruments are devised to provide a fi xed return in contrast to 
the variable return nature of a normal Mudarabah investment account. 
In most cases, these instruments resort to Bai Inah as their underlying 
transactions.

For the negotiable Islamic deposit certifi cate (NIDC) as is transacted in 
Malaysia, the bank sells an asset of the bank to the customer for cash 
payment, which is kept as the Islamic Deposit. Immediately thereafter, 
the bank buys back the asset from the customer for deferred payment, 
inclusive of a mark-up for the customer. The deferred price is evidenced 
by certifi cates issued by the bank, known as NIDC.

These certifi cates are tradable to other parties, normally with some 
discounts on the profi t portion. The profi t portion is normally paid by the 
bank to the certifi cate holder on a periodic basis, while the “principal” 
portion of the deferred price is ultimately paid upon maturity through 
redemption of the certifi cates.
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Bai Inah: A Need or an Excuse?

The structure obviously involves the sale and buy back of the same 
asset between the same two parties. One leg of the transaction is 
cash and the other leg is deferred with a higher price. Hence, this 
transaction is a form of Bai Inah and subject to similar criticisms with 
those discussed earlier. In addition, the negotiable feature of the 
certifi cate invites further controversy regarding the sale of debt, e.g. 
Bai Dayn, with discounting.

Illustration 1: NIDC Modus Operandi

Islamic hedging products
Islamic hedging products are the most under-developed category of 
Islamic fi nancial instruments. Of late, a few instruments have been 
devised to fi ll the gap in Islamic hedging mechanisms. One that may 
be relevant to our discussion is the Islamic profi t rate swap which can 
be used to hedge against a mismatch between the asset and liability 
sides of the Islamic bank. 

The ideal effect is to allow the Islamic bank to receive a fl oating rate 
asset to pay for a fl oating rate liability of the bank, and to receive a 
fi xed rate asset to pay for a fi xed rate liability of the bank.

In applying the Islamic profi t rate swap transactions using Bai Inah, 
Bank ABC and Bank DEF enter into two legs of sale transactions. The 
fi rst leg is to create a fi xed rate obligation, and the second leg is to 
create a fl oating rate obligation.

Illustration 2: Creating the Fixed Rate

Under the fi rst leg, Bank ABC sells an asset to Bank DEF. Immediately 
thereafter, Bank ABC buys back the asset with a fi xed mark-up. 
The fi xed mark-up rate obligation is thus “created” and is payable 
periodically throughout the tenure of the swap arrangement from Bank 
ABC to Bank DEF.

Thereafter, under the second leg, Bank ABC enters into other sets of 
sale transactions with Bank DEF on a periodic basis to “create” the 
“fl oating rate” obligation. 

For example, every six months during the swap period, Bank ABC will 
sell an asset to Bank DEF, inclusive of a profi t rate that is payable 
at the end of the six months. Immediately thereafter, Bank ABC buys 
back the asset for the “principal” price minus the profi t rate.

This sale and buy back is repeated periodically, for example every six 
months, throughout the swap period. The profi t rate for every six months 
is determined at the time of sale based on an agreed benchmark.

With these transactions, the “fl oating rate” obligation is created 
between the parties, payable periodically by Bank DEF to Bank ABC. 
After netting off the reciprocal obligations between the counter parties, 
the balance payable on the profi t rates will give the net economic effect 
of fi xed rate being swapped for fl oating rate.

Illustration 3: Creating the Floating Rate 

Revisiting the rulings on Bai Inah
The Regional Shariah Scholars Council Dialogue on the 28th and 29th 

June 2006 was aimed at harmonizing and promoting understanding 
among the Shariah scholars involved in Islamic fi nance. The dialogue 
specifi cally focused on fi nding the best solution to resolve the issue of 
the use of Bai Inah in Islamic fi nancial system.

Taking a comprehensive approach, it resolved that the permissibility 
of Bai Inah is still a matter of juristic disagreement among the Shariah 
scholars backed by their own basis or justifi cation. Bai Inah contract 
is still necessary in the context of local Islamic fi nance development. 
However, the market players are required to strengthen and enhance 
the operational processes and documentation to comply with the 
features of Bai Inah as permitted.

Since the Bai Inah concept is still regarded as a matter of juristic 
disagreement among the Shariah scholars, it is better for Islamic 
fi nancial institutions to limit its use to consensually accepted contracts 
rather than in products which face diffi culty in structuring. 

Ulanddy Uyob is the legal, Shariah and 
compliance head of Hong Leong Tokio 
Marine Takaful.
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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 in 1989 as a management trainee at Commercial 
Union. In 1994, I joined the American Malaysian Insurance (AMI) as 
broking Manager and later, I was made CEO of Commerce Takaful in 
April 2006.

What does your role involve?
In summary, my role involves planning, leading, organizing and control 
or what I like to call PLOC. Also includes appearances at national 
conferences to create awareness for CIMB Aviva Takaful locally as well 
as internationally and help raise the standard of Takaful operators.

What is your greatest achievement to date?
The strength of an organization lies with its people. I am a fi rm believer 
of this mantra. Having built a formidable team at CIMB Aviva Takaful 
I was able to achieve the company’s agenda. Our team consists of a 
diverse group of people with multiple backgrounds. There are those 
who were from various Takaful operators and we even have people 
previously from the conventional insurer. Basically, the formation 
of our Takaful team is guided by the principle of competency and 
character and their understanding of the Takaful aspect has helped 
build a solid Takaful business. Last year alone we had recorded an 
increase of 50% of profi t to the shareholders. Not a bad profi t for a 
two-year old company.

Which of your products/services deliver the best 
results?

Just two years into its operations, CIMB Aviva Takaful has managed to 
create products that stand out from the rest of its competitors, namely 
our Motor Takaful and Takaful Global Giant (TGG). 

Our Motor Takaful contributed about 80% of overall business and is 
currently ranked third in Malaysia. The other product that had delivered 
outstanding result is TGG, our maiden tranche product closing RM185 
million in fund size. That is 23% higher than our initial target.

What are the strengths of your business?
Our Takaful team. As I have mentioned earlier, I am a fi rm believer 
that the strength of an organization lies with its people. The business 
cannot achieve what it aims for without its people. It is the people who 
make up a team and it is the team that makes up a company.

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

Other than the people as a contributing factor, having an environment 
that is ready is another contributing factor to the success of our 
company. Only when the industry is ready will the people be able to 
move.

The regulators have played a huge role in getting the environment ready 
by creating a healthy and growing industry and in offering incentives, 
motivation and directions.

What are the obstacles faced in running your 
business today?

Currently, the industry is facing an increasing lack of supply of available 
skilled people. The high demand for well-trained Takaful talent has 
caused an “artifi cial demand” because there is just not enough pool 
of skilled talent. So much so that today talent pinching is a norm and 
people are being offered higher positions that do not match their 
capabilities. 

At the same time also, we are losing our talent to other region such 
as the Middle East operators who are actively promoting the Takaful 
business. 

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

You can expect a megatrend to take shape in the next fi ve years. There 
is strong continuous support from the Malaysian government towards 
the Takaful industry. As such, the Takaful business has full potential to 
become an engine of growth for the economy.

What most of us may or may not know is that Malaysia is the originator 
of Islamic fi nance. In fact, Malaysia is the biggest Takaful operator in 
the world and currently is the leader for other Takaful operators all 
over the world. You can also expect to see Malaysia becoming the hub 
of Islamic fi nance and Takaful.

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

I would like to see more coordination among the players in setting up 
a standard reference for Takaful. 

Currently, there are various references being adopted by different 
countries as there are divergences of Shariah views, hence a 
divergence of standard references. This has become a hindrance for 
growth. 

I would like to suggest that all Shariah scholars converge and arrive at a 
consensus on common applicable practices pertaining to the standard 
reference for all Takaful issues throughout Islamic fi nance. 

Name:
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Based: 

Age:
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Kuala Lumpur, 
Malaysia

42

Malaysian

CIMB Aviva Malaysia is the life 
insurance and Takaful joint 
venture between the CIMB 

Group and Aviva, the world’s fi fth largest insurance group.
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STRUCTURE
Tharwa Islamic Money Market Fund is an open-ended fund that offers biweekly liquidity. The fund invests in 
Shariah compliant money market instruments with low-risk levels, such as Murabahah transactions and Ijarah.

CURRENCY Kuwaiti dinar

FUND MANAGER Tharwa Investment Company

INITIAL OFFERING 
PERIOD

10th February 2008 until 21st February 2008

NET VALUE (INITIAL 
OFFERING PERIOD)

KWD1 (US$3.77) per share

LIQUIDITY Biweekly (a period of two weeks)

MINIMUM INVESTMENT KWD50,000 (US$188,715), with additional investments in multiples of KWD10,000 (US$37,743)

BACKGROUND
All instruments that the fund invests in must comply with the Shariah as determined by the fund company’s 
Shariah board. The fund seeks to increase its net asset value while achieving a high level of liquidity by 
investing in high-quality instruments.

PURPOSE OF THE 
FUND

The investment objective is to achieve competitive returns by investing in short- and medium-term Shariah 
compliant instruments such as Murabahah transactions (cost-plus fi nancing) and Ijarah. The fund may also 
invest in other investment funds with similar investment objectives.

DISTRIBUTOR Tharwa Investment Company

SHARIAH ADVISER
Al-Rayah International Consulting & Training, whose members consist of Dr Abdul Aziz Al-Qasar, Sheikh Abdulsattar 
Al-Qattan and Dr Eissa Zaki

ADMINISTRATOR/
CUSTODIAN/
REGISTRAR

Gulf Clearing Company, Bahrain

DIRECTORS Sami Issa Abdullah Al-Hasawi, Mohammed Soud Mohammed Al-Osaimi and Reyadh Nasser Abdullah Al-Muqait

RISK LEVEL Low

Tharwa Islamic Money Market Fund

For more termsheets, visit www.islamicfinancenews.com
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ADIC — UAE

Nazem Al Kudsi has been named as CEO of Abu Dhabi Investment 
Company (ADIC). He was previously the chief investment offi cer of the 
National Bank of Abu Dhabi Asset Management Group.

ADIC Chairman Khalifa Mohamed Al Kindi said Al Kudsi brings 
more than two decades of top fl ight regional and global investment 
experience to ADIC at a time when the company is committed to 
achieving signifi cant growth.

“Nazem has broad experience across the investment business in 
developing and building funds, from commodities and equities to 
technology. With additional expertise derived from advising on issues 
such as privatization, he brings a keen insight on how to shape and 
guide ADIC’s purpose and spirit for a strong future.” He added. 

UBS — Switzerland

UBS, Switzerland’s biggest bank, said its investment banking unit will 
open an equity research offi ce in Dubai to cover the UAE and Gulf 
region. Stephen Andrews, UBS’ European banks analyst based in 
London, will relocate to Dubai as head of Middle East research and 
will be the region’s bank analyst. 

BIsB — Bahrain

Bahrain Islamic Bank (BisB) has promoted a number of its managers 
whose continuous achievements and impressive performance and 
loyalty to the bank have enabled it to achieve its objectives.

A Razaq A Khaliq Abdulla was promoted to assistant general manager 
of central operations, Mohammed A Wahid Alkhaja to senior manager 
of central operations and Ahmed Mirza as senior manager of policies 
and procedures.

Saad Mustafa Al Aadhami was promoted to senior manager of general 
services while Khalid Mohammed Alkhayat becomes senior manager 
of corporate communications. 

CREDIT SUISSE — UAE

In line with the launch of Credit Suisse’s full service Middle East 
Equities platform, the bank has made several senior key hires, 
including director and co-head of equities for the Middle East and 
North Africa.

Wafi q Nsouli and Ali Salaam will be taking up the Dubai-based roles 
and will report to Bassam Yammine and Bruno Daher, co-CEOs of 
Credit Suisse in the Middle East, locally and Ian Dalglish and Guy 
Rigden, co-heads of EMEA Emerging Market Equities, functionally. 

STANCHART — Malaysia

Standard Chartered Bank Malaysia has appointed Ho Toon Bah as 
country head of consumer banking. Ho, 45, is responsible for the 
strategy, development and management of one of the bank’s three 
core businesses in Malaysia, which spreads across its network of 37 
branches.

Ho will focus on enhancing customer service levels, delivering product 
innovation and streamlining processes for operational excellence, 
and also work closely with the head of Islamic banking to grow its 
retail business. 

DIFX — UAE

The Dubai International Financial Exchange (DIFX) has appointed 
Nassef Sawiris as a board director. Sawiris is the chief executive of 
Orascom Construction Industries (OCI), the Egypt-based international 
construction contractor. He is a former board director of the Cairo 
and Alexandria Stock Exchange and has many years of experience 
in various industrial sectors including cement, natural gas and 
fertilizers.

DIFX chairman and Dubai Group executive chairman Soud Ba’alawy 
said: “Sawiris brings valuable skills and knowledge to the DIFX as 
it expands its role as the region’s international stock exchange. His 
regional and international expertise will provide excellent guidance to 
enable the DIFX to develop further as a world class platform.” 

DUBAI ISLAMIC BANK — UAE

Dubai Islamic Bank (DIB) has appointed two senior executives to drive 
the bank’s growing business and operations with a view to consolidate 
and strengthen its market presence.

Dr Adnan Chilwan, has been named chief of retail and business 
banking. At DIB, he will provide leadership to the consumer banking 
group, which includes the entire branch network, product development 
and management, sales function, wealth management and private 
banking, business banking, change management and business 
analytics.

DIB has also appointed Mohamed Al Nahdi as chief of central 
operations to spearhead its operations within the UAE. At DIB, 
Al Nahdi will provide leadership to the central operations of the 
bank within the UAE, which includes trade and structured fi nance 
operations, retail operations, treasury operations, card operations, 
real estate and contracting operations, policies and procedures, 
and internal control. 

TROWERS & HAMLINS — Oman

Former investment banker Roger Byrne will join the Middle Eastern 
corporate team at Trowers & Hamlins.

Relocating from Australia, Byrne is set to join the fi rm’s Oman offi ce. 
He was formerly director of an Australian corporate advisory house, 
having previously worked at Global Markets Capital Group, a New York 
based investment bank. 

BNP Paribas — France

BNP Paribas has appointed Carl Mason as head of equity derivatives 
strategy for the Americas. Mason arrives from Morgan Stanley where 
he was head of US equity derivatives strategy. 

LOFSA — Labuan

The Labuan Offshore Financial Services Authority (LOFSA) has 
appointed Martin Crawford as the new chief executive offi cer of 
Labuan IBFC to promote Labuan as an international business and 
fi nancial center.

Crawford will be responsible for market development and facilitating 
investors seeking to participate in Labuan IBFC. He has over 25 years 
experience in corporate strategy and marketing with a strong track 
record in fi nancial services and business-to-business services. 
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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 
Singapore

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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Sharpe ratio for ALL funds (as of the 16th July 2008)

FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 Thahabi Ijara Fund II Wafra Investments Advisory Group 32.06 Kuwait

2 Islamic Ijara Fund VI Wafra Capital Partners 29.57 Kuwait

3 Tijari Islamic Money Market Fund Commercial Bank of Kuwait 23.89 Kuwait

4 Amwal Islamic Money Market Fund Kuwait & Middle East Financial Investment 22.61 Kuwait

5 Boubyan Financial Fund USD Boubyan Bank 11.74 Kuwait

6 Atlas Pension Islamic Fund - Debt Sub Fund Atlas Asset Management Limited 10.33 Pakistan

7 Boubyan Financial Fund KWD Boubyan Bank 8.30 Kuwait

8 BIG Dana Muamalah Bhakti Asset Management 8.19 Indonesia

9 Emirates Real Estate Fund - Accumulation Shares Emirates Bank International 6.87 Channel Islands

10 Insight I-Hajj Syariah Fund PT Insight Investments Management 6.09 Indonesia

Eurekahedge Global Islamic Fund Index* 0.06

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 Islamic Fund Index

YTD returns for ALL funds (as of the 16th July 2008)
FUND MANAGEMENT COMPANY Performance Measure FUND DOMICILE

1 Thahabi Ijara Fund I Wafra Investments Advisory Group 35.45 Kuwait

2 Islamic Ijara Fund IV Wafra Capital Partners 34.09 Kuwait

3 Tijari Islamic Money Market Fund Commercial Bank of Kuwait 22.83 Kuwait

4 Al Dar Securities Fund ADAM 16.67 Kuwait

5 Al-Durra Islamic Fund Global Investment House 16.54 Kuwait

6 Gulf Islamic Fund Gulf Investment Corporation 15.70 Bahrain

7 Al Safwa Investment Fund National Investments Company 14.64 Kuwait

8 Mawarid Industrial and Petroleum Services Fund National Investments Company 14.56 Kuwait

9 GCC Al-Raed Fund Samba 12.56 Saudi Arabia

10 Tijari Islamic Fund Commercial Bank of Kuwait 12.02 Kuwait

Eurekahedge Islamic Fund Index* -1.77
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Index Code Index Name 16/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHX S&P 500 Shariah 1086.896 1117.006 1191.671 1159.136 1101.027 1102.059 1113.559

SPSHEU S&P Europe 350 Shariah 1389.113 1484.523 1561.127 1527.614 1447.319 1469.692 1433.380

SPSHJU S&P Japan 500 Shariah 1153.287 1215.950 1298.106 1256.791 1183.592 1242.786 1245.302

S&P Shariah Indices Price Index Levels

Index Code Index Name 16/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHAS S&P Pan Asia Shariah 975.038 1043.774 1181.396 1213.284 1128.294 1179.878 1125.301

SPSHG S&P GCC Composite Shariah 1198.066 1267.310 1275.791 1300.940 1217.617 1341.970 1261.967

SPSHPA S&P Pan Arab Shariah 1252.021 1315.524 1326.664 1346.319 1265.531 1365.488 1277.606

SPSHBR S&P BRIC Shariah 1394.383 1491.666 1618.083 1490.222 1339.677 1434.744 1329.801

Index Code Index Name 16/07/08 June-08 May-08 Apr-08 Mar-08 Feb-08 Jan-08

SPSHGU S&P Global Property Shariah 682.097 714.774 846.205 897.914 832.467 870.938 858.447

SPSHIF S&P Global Infrastructure Shariah 100.602 107.070 113.133 111.336 108.755 112.966 110.419

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 -1.11 -2.85 -5.88 -7.33 -7.72 -0.83 -10.21 -10.27 0.00

DJIM Asia/Pacifi c -0.98 -4.59 -7.38 -10.42 -11.58 -4.08 -14.57 -16.23 0.00

DJIM Europe -4.55 -4.72 -6.20 -7.20 -9.51 -2.21 -12.56 -12.59 0.01

DJIM US 0.25 -1.27 -5.24 -6.22 -5.99 -0.35 -9.25 -9.46 0.00

DJIM Titans 100 -1.76 -2.64 -4.88 -5.91 -8.07 -3.23 -12.80 -11.86 0.17

DJIM Asia/Pacifi c Titans 25 -1.52 -5.02 -7.31 -10.24 -8.37 0.35 -8.46 -10.43 1.62

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 16th July 2008

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -1.11 -2.85 -5.88 -7.330 -7.720 -0.83 -10.270 -10.210

DJIM Asia/Pacifi c -0.98 -4.59 -7.38 -10.420 -11.580 -4.08 -16.230 -14.570

DJIM Europe -4.55 -4.72 -6.20 -7.200 -9.510 -2.21 -12.590 -12.560

DJIM US 0.25 -1.27 -5.24 -6.220 -5.990 -0.35 -9.460 -9.250

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 -1.76 -2.64 -4.88 -5.910 -8.07 -3.23 -11.86 -12.80

DJIM Asia/Pacifi c Titans 25 -1.52 -5.02 -7.31 -10.240 -8.37 0.35 -10.43 -8.46

PERFORMANCE OF DJ TITANS INDEXES
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RINGGIT ISLAMIC DEBT MARKET: WEEKLY SNAPSHOT AS AT 16th JULY 2008
MOST ACTIVE BONDS TRADED BETWEEN 10th JULY and 16th JULY 2008

Stock Name Last Traded Price Last Traded Yield
Total Volume Traded 

Last 7
% w-o-w Price 

Change
Last Week Closing 

Price

BNMN-IDB 55/2008 21D 29.07.2008 97.00 5.00 320.00 0.1 96.90

BNMN-IDB 18/2008 182D 11.09.2008 100.96 4.02 255.00 0.22 100.74

BNMN-IDB 29/2008 182D 23.10.2008 99.81 3.29 225.00

BNMN-IDB 51/2008 21D 22.07.2008 99.84 3.27 195.00

BNMN-IDB 53/2008 33D 05.08.2008 99.49 3.28 140.00

BNMN-IDB 54/2008 61D 02.09.2008 99.99 3.49 100.00

BNMN-IDB 38/2008 182D 27.11.2008 97.47 4.25 85.00 -0.07 97.54

BNMN-IDB 56/2008 42D 19.08.2008 99.62 3.3 81.29

MISC IMTN 0% 17.12.2009 - MTN 0002 99.87 3.35 63.00

RANTAU IMTN 0% 15.03.2012 - MTN 3 98.32 3.33 50.00

BNMN-IDB 34/2008 182D 13.11.2008 99.74 3.29 45.00

OPT CHEMIC 5.80000% 27.09.2013 3.84 35.00

PLUS SPV IMTN 2% 27.06.2013 - Tranche No. 1 99.46 3.28 30.00

RANTAU IMTN 15.03.2011-MTN 1 96.02 4.68 30.00 -0.04 96.06

PUTRAJAYA RM80.0 MIL 7.000% 15.03.2013 82.15 6.3 25.00 -2.33 84.11

Outstanding Bond by Issuer Class as at 16th July 2008 (RM’000)     Bond Traded Amount by Issuer Class as at 16th July 2008 (RM’000)

Corporate
115,117 (54%)

Government
33,400 (16%)

Financial
4,043 (2%)

BNM
24,000 (11%)

Corporate Guaranteed
2, 921 (1%)

ABS
6,760 (3%)

Quasi-Govt
26,455 (12%)

Corporate
563 (29%)

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 16th July 2008 

BNM
929 (47%)

Quasi-Govt
30 (2%)

Government
395 (20%)

Corporate Guaranteed
20 (1%)
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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 15.8
CIMB, RHB, Aseambankers, ABN AMRO 
Bank, AmInvestment, OCBC Bank 
(Malaysia)

2 Saudi Basic Industries Saudi Arabia Sukuk Istithmar 3,466 2 12.1 Calyon, HSBC Saudi Arabia

3 Jafz Sukuk UAE Sukuk Musharakah 2,043 1 7.1
Barclays Capital, Deutsche Bank (London), 
Dubai Islamic Bank, Lehman Brothers 
International (Europe)

4 Malaysia Malaysia Sukuk 1,628 2 5.7 Malaysia Government bond

5
Projek Lebuhraya Utara 
Selatan

Malaysia Sukuk Musharakah 1,162 11 4.1 CIMB

6 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 3.6

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

7 Dana Gas Sukuk UAE Sukuk Mudarabah 1,000 1 3.5 JPMorgan

8 Nakheel Development 3 UAE Sukuk Ijarah 980 1 3.4
Dubai Islamic Bank, NBD Investment Bank, 
JPMorgan

9 Nakheel Development 2 UAE Sukuk Ijarah 750 2 2.6 JPMorgan

10 DEWA Funding UAE Sukuk Ijarah 749 1 2.6
Barclays Capital, Citigroup Global Markets, 
Dubai Islamic Bank, Emirates Bank 
International

11 Khazanah Nasional Malaysia Exchangeable Sukuk 728 2 2.5 CIMB, Deutsche Bank, UBS

12 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 616 3 2.2 CIMB, AmInvestment

13 Cagamas Bhd Malaysia Sukuk Murabahah 547 5 1.9 HSBC, CIMB, Aseambankers

14 National Bank of Abu Dhabi UAE Exchangeable Sukuk 545 1 1.9 Morgan Stanley, Credit Suisse

15 NIG Sukuk Kuwait Mudarabah 475 1 1.7
BNP Paribas, Citigroup Global Markets, 
National Bank of Kuwait, Standard 
Chartered, WestLB

16 Tabreed 08 Financing UAE
Convertible Sukuk 
Istisnah & Ijarah

463 1 1.6 Morgan Stanley

17
National Central Cooling 
(Tabreed)

UAE Exchangeable Sukuk 463 1 1.6 Morgan Stanley

18 Lingkaran Trans Kota Holdings Malaysia Sukuk Musharakah 457 13 1.6 Aseambankers

19 Central Bank of Bahrain Bahrain Sukuk Ijarah 350 1 1.2 Calyon

20 Rakia Sukuk UAE Sukuk Wakalah 325 1 1.1
Credit Suisse Securities (Europe), HSBC, 
National Bank of Dubai

Total 28,613 284 100.0
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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 17.1 Calyon, HSBC Saudi Arabia

2 Sukuk Funding (No 2) UAE Sukuk Ijarah 1,021 1 13.1

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 12.6
Dubai Islamic Bank, NBD Investment 
Bank, JPMorgan

4 DEWA Funding UAE Sukuk Ijarah 749 1 9.6
Barclays Capital, Citigroup Global 
Markets, Dubai Islamic Bank, 
Emirates Bank International

5 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 616 3 7.9 CIMB, AmInvestment

6 Tabreed 08 Financing UAE
Istisnah & Ijarah 
Exchangeable Sukuk

463 1 6.0 Morgan Stanley

7 MRCB Southern Link Malaysia Sukuk Istisnah 321 20 4.1 HSBC, CIMB

8 Tamweel Sukuk UAE Sukuk 299 1 3.9
Badr Islami, Dubai Islamic Bank, 
Standard Chartered

9 RAK Capital UAE Sukuk Ijarah 272 1 3.5 Standard Chartered

10 PLUS SPV Malaysia Musharakah MTN 234 7 3.0 CIMB

11 Villamar Sukuk Bahrain Sukuk Musharakah 190 1 2.4
Al-Rajhi Banking & Investment, 
Merrill Lynch International

12 Khazanah Nasional Malaysia Musharakah MTN 178 1 2.3 CIMB, AmInvestment Bank

13 Almana Sukuk Qatar Mudarabah Sukuk 163 1 2.1 Gulf International Bank BSC

14 Aras Sejagat Malaysia Ijarah Islamic bond 133 1 1.7
Bank Islam Malaysia, Kuwait 
Finance House (Malaysia)

15 Bumiputra-Commerce Holdings Malaysia Sukuk Murabahah 110 1 1.4 CIMB

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

17 Projek Lebuhraya Utara Selatan Malaysia Musharakah MTN 95 1 1.2 CIMB

18 Gamuda Malaysia
Sukuk Musharakah/
Murabahah Notes

92 1 1.2 CIMB

19 Tanjung Langsat Port Malaysia Sukuk Musharakah 78 6 1.0 MIDF Amanah Investment Bank

20 Jimah Energy Ventures Holdings Malaysia Sukuk Istisnah 76 10 1.0
AmInvestment, RHB Investment, 
MIMB Investment, Bank Muamalat

Total 7,778 91 100.0
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For all enquires regarding the above information, please contact:

Catherine Chu

Email: Catherine.Chu@Hk.Dealogic.com
Phone: +852 2804 1223; Fax: +852 2529 4377

ISLAMIC BONDS BY CURRENCY                           APRIL 2008 – JULY 2008 

Amt US$ m Iss.   %

    Emirati Dirham 3,948 7 50.8

    Malaysian ringgit 2,148 75 27.6

    Saudi Arabian Riyal 1,333 1 17.1

    Total 7,778 91 100.0

ISLAMIC BONDS BY CURRENCY                                  JULY 2007 – JULY 2008

Amt US$ m Iss. %

    Malaysian Ringgit 12,625 233 44.1

    Emirati Dirham 6,998 10 24.5

    US Dollar 4,798 16 16.8

    Saudi Arabian Riyal 3,466 2 12.1

    Total 28,613 284 100.0

ISLAMIC BONDS                                                            JULY 2007 – JULY 2008 

Manager or Group Amt US$ m Iss. %

1 CIMB 4,349 81 15.2

2 HSBC 2,653 38 9.3

3 JPMorgan 2,077 4 7.3

4 Malaysia Government bond 1,628 2 5.7

5 Aseambankers 1,496 39 5.2

6 AmInvestment 1,331 44 4.7

7 Morgan Stanley 1,308 7 4.6

8 Dubai Islamic Bank 1,269 6 4.4

9 Barclays Capital 1,126 4 3.9

10 Riyad Bank 1,066 1 3.7

11 Calyon 1,016 2 3.6

12 RHB Capital 848 63 3.0

13 Deutsche Bank 694 2 2.4

14 Oversea-Chinese Banking 683 16 2.4

15 Emirates NBD 677 4 2.4

16 Lehman Brothers 638 2 2.2

17 ABN AMRO 620 8 2.2

18 Standard Chartered 600 20 2.1

19 Citigroup 590 10 2.1

20 Credit Suisse 508 3 1.8

Total 28,613 284 100.0

ISLAMIC BONDS BY COUNTRY                                     JULY 2007 – JULY 2008 

Amt US$ m Iss. %

    Malaysia 13,175 234 46.0

    UAE 9,157 17 32.0

    Saudi Arabia 3,466 2 12.1

    Bahrain 550 2 1.9

    Pakistan 527 16 1.8

    Kuwait 475 1 1.7

    Total 28,613 284 100.0

ISLAMIC BONDS                                                    APRIL 2008 – JULY 2008

Manager or Group Amt US$ m Iss. %

1 CIMB 1,016 36 13.1

2 HSBC 773 21 9.9

3 Dubai Islamic Bank 741 4 9.5

4 Calyon 666 1 8.6

5 Emirates NBD 568 3 7.3

6 AmInvestment 478 17 6.1

7 Morgan Stanley 463 1 6.0

8 JPMorgan 327 1 4.2

9 Barclays Capital 315 2 4.0

10 Citigroup 187 1 2.4

11 Gulf International Bank 163 1 2.1

12 Standard Chartered Bank 162 3 2.1

13 RHB Capital 140 33 1.8

14 Abu Dhabi Commercial Bank 128 1 1.6

15 Credit Suisse 128 1 1.6

16 First Gulf Bank 128 1 1.6

17 Lehman Brothers 128 1 1.6

18 National Bank of Abu Dhabi 128 1 1.6

19 Noor Islamic Bank 128 1 1.6

20
Malaysian Industrial 
Development Finance

108 15 1.4

Total 7,778 91 100.0

ISLAMIC BONDS BY COUNTRY                              APRIL 2008 – JULY 2008  

Amt US$ m Iss. %

    UAE 3,512 5 45.2

    Malaysia 2,148 75 27.6

    Saudi Arabia 1,333 1 17.1

    Total 7,778 91 100.0
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