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

Financier Bernard Madoff’s alleged US$50 
billion fraud raises the obvious question: How 
many more worms will emerge from the rapidly 
multiplying woes of the conventional fi nancial 
system? The list of losers is headlined by stars 
of the system — HSBC, Banco Santander, Royal 
Bank of Scotland and Nomura. 

One report said the affair has called into 
question the business model of hedge funds 
after many of the largest failed to spot warning 
signs. Some experts and Wall Street traders 
had raised concerns over the internal controls, 
business model and suspiciously consistent 
good performance of Madoff’s fi rm, but little 
attention was paid to this.

A prime concern is that most of the “victims” 
are also active in all other aspects of 
conventional fi nance, so are their decisions 
equally “faulty” in these areas as well? Is this 
why the fi nancial crisis is so extensive?

Madoff was the darling of Wall Street. A former 
chairman of the Nasdaq stock exchange, the 
70-year-old New Yorker ran one of the most 
exclusive, well-resourced and sought-after 
hedge funds in the world. He had claimed an 
“unblemished record of value, fair-dealing and 
high ethical standards”. He dealt with clients 
personally and only the wealthiest were 
allowed to join the rarefi ed atmosphere of his 
clique. He never outlined his trading methods 
or how he generated the healthy returns on 
his investors’ money. Anyone who queried him 
was shut out of his investors’ club.

For the best part of 50 years, he grew his 
business into one of the best-known, and 
most lucrative, investment vehicles in the 
world. In banking, reputation is everything. 
Little wonder, therefore, that hardly anyone 

questioned him. But the fact is that Madoff’s 
performance as an investment manager was 
too good to be true. That alone should have 
raised a red fl ag for the regulators. It was 
reported that his fi rm was inspected twice but 
nothing untoward was uncovered. How come?

This and other episodes show that conventional 
fi nance ought to adapt the practice in Islamic 
fi nance of having built-in parameters in terms 
of compulsory oversight (such as Shariah 
panels) and rigid limits on the scope of 
investments. 

The current weaker performance of the Islamic 
fi nance sector is only because of the fallout 
from the fi nancial crisis in the conventional 
sector, such as a collapsing real estate market, 
squeeze on capital, a rapidly weakening real 
economy and dwindling world trade.

Even in these circumstances, things are 
looking up for Islamic fi nance. The Japanese 
government has amended fi nancial regulations 
allowing bank subsidiaries to handle Islamic 
fi nance operations. This is in addition to its 
Asia Gateway Initiative, which includes the 
promotion of Islamic fi nance as a medium to 
develop the Asian bond market. 

Singapore is striving to ride a new wave of 
interest in Islamic fi nance by global investors 
who have been badly burnt by the Western 
fi nancial system. Recently, the republic has 
stepped up efforts to develop an Islamic 
fi nance industry by drawing on its existing 
strengths in wealth management, trade 
fi nancing and capital markets.

Islamic fi nance can indeed bank on the silver 
lining in the dark clouds over conventional 
fi nance.

Silver lining emerges for
Islamic fi nance

In this issue

Islamic Finance News ................................ 1

Takaful News  ............. ...............................11

Ratings News  ...........................................12

IFN Reports  ...............................................14

Sri Lanka: The Tide of Islamic Finance 
Coming in ...................................................16

Life in a Post Credit Crunch World:
Threats or Opportunities for Islamic 
fi nance? .....................................................18

An Alternative Approach to Islamic 
Finance… ...................................................20

Gulf Islamic Banks Resilient amid 
Global Credit Woes ...................................22

Islamic Finance is Building up in UK 
Amid Downturn… ......................................24

Application of Islamic Products in 
Treasury......................................................25

ACR ReTakaful SEA Draws up Expansion 
Plan for Southeast Asia ...........................29

Meet the Head ..........................................30
Adrian F Cockram, CEO, Gulf Advisors

Termsheet ..................................................31
TH Plantations’ Bai Murabahah Medium-Term 
Notes

Moves .........................................................32

Deal Tracker ..............................................33

Islamic Funds Tables ................................34

S&P Shariah Indexes ...............................35

Dow Jones Shariah Indexes ....................36

Islamic League Tables .............................37

Events Diary...............................................40

Country Index ............................................ 41

Company Index ......................................... 41

Subscription Form .................................... 41



www.islamicfi nancenews.com
NEWS

Page 2© 19th December 2008

AFRICA
ABG’s Algeria unit reports 
39% asset increase
ALGERIA: Banque Albaraka D’Algerie, the 
Algerian banking unit of Bahrain-based 
Albaraka Banking Group (ABG), said its total 
assets increased by 39% in the fi rst nine 
months of this year to US$1.1 billion from 
US$791.47 million in the same period last 
year.

The bank attributed this to the fi nancing 
operations of Murabahah and Ijarah 
Muntahia Bittamleek which increased by 
53%, to reach US$775.62 million. Its net 
income increased by 80% to reach US$25 
million as at the end of September 2008.

Customer deposit accounts and unrestricted 
investment accounts went up by 32%, 
reaching US$836.41 million as at the end 
of the period, accounting for 76% of Banque 
Albaraka’s total assets. The remaining assets 
were in shareholders equity that increased 
by 68% to reach US$133.44 million.

Meanwhile, the bank’s operating income 
rose by 49% to US$59.38 million from 
US$39.78 million, while operating expenses 
dropped by 2% to US$14.71 million. 

As a result, net operating income went up 
by 80% to US$44.67 million from US$24.81 
million.

ASIA
MBS launches Shariah 
compliant product
MALAYSIA: Malaysia Building Society (MBS) 
recently opened a branch in Tawau, in the 
state of Sabah. In conjunction with the 
opening, the fi nancial fi rm also launched the 
Mudharabah Saving Account-I. Abdul Aziz 
Muhamad, COO of MBS, described the latest 
product  as an alternative to its existing 
conventional savings product, targeted at 
those seeking Shariah compliant products. 

The company, a subsidiary of the Employees 
Provident Fund (EPF), registered an 85% 
increase in pre-tax profi t for the fi rst nine 
months of 2008, to RM46.4 million (US$13 
million) from RM25.1 million (US$7 million), 
said EPF chairman Abdul Halim Ali during the 
opening of the branch. “This achievement 
was supported by expansion in Islamic 

banking, which grew 12.7% from December 
2007 to September 2008,” he added in his 
speech.

Islamic fi nance to gain 
momentum in Lion City
SINGAPORE: Islamic fi nance is set to gain 
momentum in the republic as investors 
look for safer investments in the Middle 
East, which is a global center for Shariah 
compliant fi nance, said Hari Bhambra of 
Praesidium, a Dubai-based consultancy. The 
senior partner predicted that the current 
economic crisis would speed up plans by 

fi nancial institutions to come up with Shariah 
compliant products.

According to Hari, while Islamic fi nance is 
unlikely to offer the complete solution to 
the turmoil, investors may be more inclined 
to listen to an alternative that is more risk-
averse and more secure now that confi dence 
in the conventional market seems to have 
been eroded.

Speaking at a conference in Singapore, Hari 
said that many domestic fi nancial institutions 
have already played their part by supporting 
Islamic funds globally as custodians or 

continued...
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administrators, and more efforts could  
boost the number by making the country 
more conducive for such funds. 

She noted the many challenges in the 
industry, such as the lack of Shariah 
standardization and differing levels of 
know-how. In her opinion, one of the ways 
Singapore can overcome these hurdles is by 
standardizing the operational infrastructure 
for Shariah compliant fi nance. 

Hari said that Singapore is a recognized 
jurisdiction with improved infrastructural 
support, and that this would ensure that 
Islamic fi nance fi nds its way to the city-state.

Bank Islam opens fi rst BDC
MALAYSIA: Bank Islam opened its fi rst 
bureau de change (BDC) outlet recently at 
the low-cost carrier terminal of the Kuala 
Lumpur International Airport. It is the 
fi rst Shariah compliant BDC outlet at the 
terminal, and will carry out the sale and 
purchase of 27 major currencies in the 
world. 

“The BDC operations will further strengthen 
our position in the forex retail sector and 
would benefi t duty-free owners who wish 
to make bulk sales or purchases of foreign 
currencies at competitive rates,” said Zukri 
Samat, managing director of Bank Islam. 

The bank plans to add more standalone 
BDC outlets within the next year to make the 
service more accessible. 

Bank Islam will also introduce more 
products within the same period, such as 
the encashment of traveler’s checks and 
remittances.

Finance minister: ‘Intensify 
efforts in Islamic market’
MALAYSIA: The country’s second fi nance 
minister, Nor Mohamed Yakcop, urged all 
businesses to place more emphasis on their 
marketing efforts into the Islamic market, 
especially in the Middle East. 

He encouraged businesses to tap 
opportunities in the Asian markets, such as 
China and India, and Asean nations. “The 
importance and potential of these regions 
allow us the opportunity to benefi t from the 
growth of their markets,” he said.

Businesses must also continuously invest 

in human capital to create a bigger pool of 
skilled employees with high integrity and 
work ethics, he noted, adding that this is vital 
in supporting business performance.

Malaysia has been relatively insulated 
from the credit crunch with its gross 
domestic product  growing at a rate of 4.7% 
in the third quarter of this year, but the 
government is aware of the repercussions  
on the country’s economy should the 
global economic slowdown be prolonged, 
said Nor Mohamed. He added that in 
such a situation, the drivers for economic 
growth will have to come from more robust 
domestic sources of economic activities.

Axis REIT is offi cially 
Islamic company
MALAYSIA: The proposed reclassifi cation 
of Axis Real Estate Investment Trust (REIT) 
into an Islamic one has been completed. 
The fi rm said that the second supplemental 
deed dated the 1st December 2008 had 
been registered and lodged with Securities 
Commission Malaysia on the 9th and 11th 

December 2008, respectively.

“In relation thereto, the proposed 
reclassifi cation and proposed amendments 

continued...
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have now been completed,” the statement 
said. 

Stewart LaBrooy, executive director and 
CEO of Axis REIT Managers, said that the 
reclassifi cation will help widen the fi rm’s 
investment base to include domestic Shariah 
funds as well as develop interest from 
foreign Islamic funds.

Japanese bank to offer 
Islamic services
JAPAN: Bank of Tokyo-Mitsubishi, one of 
the biggest fi nancial institutions in Japan, is 
set to offer Islamic fi nancial services in the 
Middle East and Asia, with its local unit to be 
set up in Malaysia. 

Bank Negara Malaysia has approved an 
international currency business license for 
the Japanese bank, which enables it to offer 
Islamic fi nance in foreign currencies such as 
the yen and US dollar. 

The new bank will receive deposits and 
provide loans using accounts separate from 
the bank’s other operations. A Shariah 
board consisting of Islamic scholars has also 
been formed to ensure all transactions are 
compliant with Islamic law.

First foreign Islamic bank 
to join MEPS
MALAYSIA: Al Rajhi Bank Malaysia, the 
subsidiary of Saudi Arabia’s Al Rajhi Bank, 
will be the fi rst foreign Islamic bank to join 
the Malaysian Electronic Payment System 
(MEPS) service network, revealed its director 
for retail banking, Sabry Ghouse. The bank 
will give MEPS a link to Saudi Arabia as a 
trade-off. 

He said that the service network will enable 
Lembaga Tabung Haji (the pilgrims fund 
board) and Malaysian pilgrims in Mecca and 
Madinah to perform the hajj and umrah with 
ease, as with the MEPS system, they do not 
have to bring a lot of cash. 

Meanwhile, Al Rajhi Bank has been offi cially 
appointed as the zakat payment agent for 
Lembaga Zakat Selangor. 

Ghouse said the service will be available 
over-the-counter in its Klang Valley branches 
to not only the bank’s existing customers but 
the public as well. 

“We are looking to move into payments via 
ATMs (automated teller machines) and the 
Internet for individuals and retail customers 
as well as cash management for corporate 
clients in the future,” he added.Al Rajhi 
accepts Zakat al Maal, which encompasses 
business, personal income, savings, the 
Employees Provident Fund, gold, silver, 
shares, livestock and crops.

LOFSA proposes eight
new frameworks
MALAYSIA: The Labuan Offshore Financial 
Services Authority (LOFSA) has proposed 
eight new Acts to the Malaysian government 
so as to make the legal framework  more 
business friendly and fl exible for investors. 
The drafts have been submitted to the 
fi nance ministry for consideration. 

The new frameworks are the Labuan 
Companies Act 1990, Labuan Business 
Activity Tax Act 1990, Labuan Financial 
Services Authority Act 1996 (LOFSAA), 
Labuan Trust Act 1996 (LTA), Labuan 
Financial Services and Securities Act 2008, 
Labuan Partnership Act 2008, Labuan 
Foundation Act 1996 (LFA) and Labuan 
Islamic Financial Services and Securities Act 
2008. 

These will replace the Offshore Companies 
Act 1990 (OCA), Labuan Trust Companies 
Act 1990 (LTCA), Offshore Banking Act 1990 
(OBA), Offshore Insurance Act 1990 (OIA), 
Labuan Offshore Financial Services Authority 
Act 1996 (LOFSAA), Labuan Offshore Trust 
Act 1996 (LOTA), Labuan Offshore Limited 
Partnership Act 1997 (LOLPA), Labuan 
Offshore Business Activity Tax Act 1990 
(LOBATA) and Labuan Offshore Securities Act 
1998 (LOSIA).

The proposal was aimed at expanding the 
scope of LOFSA’s statutory objectivities 
under the LOFSA Act, as well as to clarify the 
legal effect of the guidelines and directives 
that it issues.

TH Plantations signs 
Islamic notes
MALAYSIA: TH Plantations has signed 
transaction documents for the issuance of 
Islamic medium-term notes (IMTN) worth up 
to RM200 million (US$56 million) over 10 
years to Lembaga Tabung Haji, the Malaysian 
pilgrims’ fund board.

In a statement to Bursa Malaysia, TH 
Plantations said the proceeds will be used 
to fi nance the company’s capital and 
development requirements, as well as any 
future acquisition of estates.

Aseambankers, the facility agent for the 
issue, is also co-lead arranger and co-
principal adviser with Bank Islam for the 
Murabahah-structured issuance.

Noble Group ventures into 
Islamic fi nance
HONG KONG: Noble Group, a Hong Kong-
based commodities fi rm, has closed its fi rst 
Shariah compliant debt facility. Proceeds 
from the two-year facility will be used to 
refi nance Noble’s existing debt, as well as for 
general working capital. 

CEO Richard Elman said that Noble is 
pleased to fi nalize the transaction, especially 
in the face of challenging fi nancial markets. 
He added that this is the company’s fi rst 
effort in Islamic fi nance, and plans to expand 
its usage of Shariah compliant funding in the 
years to come. 

HSBC was appointed as the sole arranger 
for the debt facility, and also acted as 
its bookrunner. The bank was joined by 
Landesbank Baden-Württemberg, Kuwait 
Finance House Malaysia, Banque BIA and 
Société Générale in syndication.

continued...

ACROSS BORDERS AND ASSET CLASSES
WE’LL TAKE YOU TO THE ISLAMIC MARKETS
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ASIA
(continued) 

Maybank Islamic 
introduces MMTF-i facility
MALAYSIA: Maybank Islamic is expecting 
an overall fi nancial growth increase of up to 
15% in the next fi nancial year ending 2009, 
with the introduction of the new Musharakah 
Mutanaqisah Term Financing-i (MMTF-i) 
facility, said acting CEO Ibrahim Hassain. The 
bank currently has more than RM8.2 billion 
(US$2.3 billion) in outstanding fi nancing to 
the business sector. 

The MMTF-i is for asset acquisitions and the 
refi nancing of landed properties, plant and 
machinery, vessels and commercial vehicles. 

A customer taking up this form of fi nancing 
will enter into a Musharakah Mutanaqisah 
co-ownership agreement with Maybank 
Islamic to jointly acquire and co-own the 
asset. Property ownership will go to the 
customer eventually, and fi nancing ends 

when the customer owns 100% of the 
property. 

“The introduction of this facility, given today’s 
challenging business environment, is our 
commitment to offer value to customers and 
assist in sustaining the growth momentum 
for business,” Ibrahim said.

SBP invites tenders for 
new Sukuk
PAKISTAN: The State Bank of Pakistan (SBP) 
has invited tenders for the sale of a three-
year Sukuk Ijarah, issued by the Pakistani 
government.

The target is set at PKR10 billion (US$126 
million), and bids will open tomorrow (the 
20th December) at 11.30am local time while 
the results will be announced later the same 
day. The date of settlement has been set for 
the 29th December. 

The maximum remaining value of the asset 
of the present Sukuk Ijarah program is 
PKR29.02 billion (US$364 million).

QNB eyes 40% stake in
PHILIPPINES: Qatar National Bank (QNB) 
has expressed interest in buying a 40% stake 
in Al-Amanah Islamic Investment Bank of 
the Philippines, said Margarito Teves, the 
Philippines’ fi nance secretary. 

He added that the Qatari bank, one of the 
largest in the Middle East, will be sending a 
team to conduct due diligence on Al-Amanah.

According to Teves, QNB is seeking to 
establish a presence in the country and is 
using the stake buy as a vehicle to expand 
its Islamic commercial banking operations in 
the country and East Asia. 

This could mean that more investments from 
Qatar and Middle East may make its way to 
the country, he added.

Teves said that by law, QNB can only acquire 
40% of Al-Amanah but an arrangement can 
be made for the Qatari bank to take over the 
Shariah compliant bank’s management.

continued...
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EUROPE
Treasury, FSA launch 
Sukuk consultation
UK: Ian Pearson, the economic secretary 
to the Treasury, and Financial Services 
Authority (FSA), have launched a joint 
consultation on proposals for the legislative 
framework for the regulation of alternative 
fi nance investments bonds, such as Sukuk.

The government has also launched “The 
Development of Islamic Finance in the UK”, 
a paper aimed at raising awareness of the 
growing role of Shariah compliant fi nance in 
the country. 

The paper provides a stock take of achieve-
ments so far, and examines the barriers hin-
dering the growth of Islamic fi nance.

Pearson said that the consultation is part of 
the government’s work to support Islamic 
fi nance in the UK, and elevate its position as 
a leading global center in this market. 

He added that the country appreciates 
the contributions of Islamic fi nance to 
ensure London’s position as the center 
for international fi nance, and that the 
government wants to see the sector fl ourish 
domestically.

IBB website for mortgage 
intermediaries
UK: Islamic Bank of Britain (IBB) has 
launched a website targeted at mortgage 
intermediaries and independent fi nancial 
advisers (IFAs).

The site, www.ibbintermediaries.com, 
enables agents to access a dedicated 
resource that would allow them to resell 
IBB’s home purchase plans and commercial 
property fi nance products. 

Registered intermediaries can submit leads 
and applications to IBB, track the progress 
of deals and make copies of product 
information. IBB consultants are also 
available to provide assistance.

IBB has been somewhat insulated from the 
effects of the credit crunch, thus British 
customers are becoming increasingly 
interested in products such as the home 
purchase plan, said commercial director 
Sultan Choudhury. “Intermediaries can 
capitalize on this fantastic opportunity, which 

IBB has made easier through the dedicated 
support offered via the website, helpline and 
regional sales consultants,” he added.

Dubai can overtake 
London, says mayor
UK: Dubai is developing well enough to 
be able to overtake London as one of the 
world’s top fi nancial centers, said Boris 
Johnson, mayor of the UK capital. 

He added that London needs to face 
challenges in order to maintain its global 

status, especially in the current fi nancial 
crisis.

He made the comments in response to 
a report by senior city executives which 
examined how the city can retain its global 
leading position. 

According to the report, Dubai’s tax-free 
regime and pace of economic development 
is threatening London’s status, and 
named Singapore, Bermuda, Dublin and 
Luxembourg as competitors as well.

continued...

Women in Malaysia play a significant role as 
contributors to our country’s economy. From her 
traditional role as a responsible daughter, wife 
and mother to her contemporary role as leaders of 
industries or managers of business, Malaysian 
women today have a wide range of 
responsibilities and needs.

When it comes to financial responsibilities, 
women today have more than proven their 
capabilities in the everyday management of 
money including daily budgeting, credit financing 
and managing debt. However, studies have 
shown that in Malaysia, women are less confident 
when it comes to effectively “making their money 
work for them”. There is currently a gap where 
women are less likely to actively invest in their 
future financial well-being or even plan for their 
retirement years.

RHB Islamic Bank’s Az Zahra Privilege Ladies 
Banking has been conceptualised to bridge this 
gap and enable successful, high achieving 
Malaysian women to better understand and plan 
their financial future. 

Malaysia’s first and only privileged banking 
facility that is exclusive to women, Az Zahra 
Privilege Ladies Banking offers a broad and 
specially-designed range of Shariah-based 

Az Zahra –
The Women’s Financial Partner

products, which include deposits, financing
as well as wealth management platforms, to suit 
the discerning needs of women today. 

In addition, given its aim to become the ideal 
financial partner for women, Az Zahra Privilege 
Ladies Banking also provides members with the 
privilege of performing their financial 
transactions in an environment that is both 
private and comfortable. 

Named after Prophet Muhammad’s PBUH 
daughter, Saidatina Fatima Az Zahra RA; RHB 
Islamic’s Az Zahra Privilege Ladies Banking, a 
name which means “the shining one”, has been 
designed to capture the essence of femininity, 
intelligence, beauty, purity, love, serenity and 
passion.

Beautifully crafted exclusive lounges equipped 
with Bloomberg terminals, internet and media 
displays are the order of the day at this facility for 
the woman who demands information at her 
fingertips. Coupled with guaranteed service at 
the highest level of reliability and confidentiality 
from its dedicated all-female staff, Az Zahra is the 
true embodiment of the financial aspirations of 
the successful Malaysian woman. 

For enquiries on Az Zahra membership, please contact us at +603-2171 5000
or visit www.azzahra.com.my or rhb.com.my

continued...
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GLOBAL
DJIM announces quarterly 
review results
GLOBAL: Dow Jones Indexes has announced 
the results of the quarterly review of the Dow 
Jones Islamic Market (DJIM) Indexes, with 
changes that will take effect at the start of 
trading on the 22nd December 2008.

In the DJIM World Index, 481 components 
will be added while 226 will be deleted, 
bringing the number of components to 
2,558. The DJIM Islamic Market Asia/Pacifi c 
Index will have a total of 1,104 components, 
following 252 additions and 147 deletions, 
while in the DJIM Europe Index, 83 
components will be added and 13 deleted. 
This will bring the number of components to 
477. There will be 823 components in the 
DJIM Americas Index, with 26 additions and 
61 deletions.

Meanwhile, four components will be added 
and 13 in the DJIM BRIC Equal Weighted In-
dex, bringing the total to 71. In the DJIM China 
Offshore Index, there will be 22 components, 
with three to be added and fi ve deleted. 

Only one addition and 23 deletions will be 
made in the DJIM Hong Kong Index, which 
will bring the number down to 100. In the 
DJIM India Index, nine components will be 
added while 24 will be deleted, bringing the 
total to 202 components. The number of 
components in the DJIM Turkey Index will 
increase to 33, with one addition and no 
deletion.

MIDDLE EAST
SHUAA Capital reduces 
manpower in Dubai
UAE: SHUAA Capital will cut 21 jobs, or 9% 
of the workforce, in its Dubai offi ce, said the 
fi rm. The job cut will affect all areas, with the 
majority in middle and back-offi ce positions. 
The investment bank will also shift its 
resources to Saudi Arabia and Qatar. 

According to CFO Michael Burgess, SHUAA 
is expecting to post a profi t next year after 
suffering losses for most of 2008, but has 
no plans to increase capital. He added that 
the fi rm is not exposed to the real estate 
sector and has minimal exposure to the 
construction sector.

MFC to launch  three 
private equity funds
UAE: Shariah compliant Millennium Finance 
Corporation (MFC) plans to launch three pri-
vate equity funds, focusing on clean energy, 
sub-Saharan Africa and real estate, in the 
fi rst half of next year with a value of US$200 
million each, said COO Ahmad Atwan.

Millennium Private Equity will also be 
launching its third industry-specifi c fund, 
focusing on clean energy, which is expected 
to have its fi rst close of US$150 million in 
March 2009. Ahmad said the launch of 
the fund will see the fi rm collaborating with 
Advance Equities, a Silicon Valley venture 
capital investment bank. 

“The fund targets late-stage fi rms with 
positive cash fl ow and low technology risks 
— something that is demonstrated by their 
technologies having already been proven in 
the marketplace. The fund will bring these 
technologies to Dubai and the region,” 
added Ahmad.

QNB Al Islami’s new branch 
caters for corporates
QATAR: QNB Al Islami has opened a new 
branch on C-Ring Road to serve corporate 
clients. The branch has been designed to 
incorporate the latest security and banking 
technology, and will provide a range of Islam-
ic corporate banking services and products.

continued...
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QNB Al Islami also offers a variety of e-
banking services as part of the EAZYLife 
brand, as well as through S@hl, the corporate 
e-banking channel of Qatar National Bank 
(QNB). These services support QNB Al 
Islami’s network, which comprises 11 
branches and offi ces across Qatar.

The subsidiary of QNB was launched in 
2005. It is the fi rst bank in the country to 
provide structured vehicle lease and Tawlia 
fi nance, and the fi rst to launch a co-branded 
credit card with Qatar Airways.

DIB opens 51st branch
UAE: Dubai Islamic Bank (DIB) opened a 
branch in Sharjah this week, in line with 
the bank’s expansion plans and to meet 
the growing demand for Shariah compliant 
banking services in the UAE. This brings its 
UAE network to 51 branches. 

The expansion indicates DIB’s strategy to 
provide the best services to its customers 
and to extend the bank’s presence within 
the community, said Adnan Chilwan,  chief of 
retail and business banking. 

The new branch in Kalba offers DIB’s range 
of Islamic products and services, such as 
current, savings and investment deposit 
accounts, as well as auto fi nance, personal 
fi nance, credit cards and business banking 
solutions.

ADIB carries on with 
expansion plans
UAE: Abu Dhabi Islamic Bank (ADIB) will  
proceed with expansion plans due to the 
growing demand for Islamic banking despite 
the current economic conditions, said CEO 
Tirad Mahmoud. 

ADIB plans to add six branches to its banking 
network in the UAE before April 2009, 
which would bring the total to 50 branches. 
In line with  this, ADIB is actively seeking 
acquisitions and branch expansion in other 
Gulf Cooperation Council and Middle East 
countries. 

Tirad also said ADIB has not utilized any 
portion of the government’s AED120 billion 
(US$33 billion) emergency funding facility, 
set up by the UAE central bank and the 
fi nance ministry to help them cope with a 
global credit crisis that has reduced access 
to and increased the cost of funding, and 
that the bank was not over-leveraged. He 

noted that the bank still has strong liquidity, 
and it had not slowed lending but was being 
more prudent about  the process.

ADIB’s third-quarter profi t went up by 57.8% 
last year. The bank expects 2009 to be a 
good year even as the global fi nancial crisis 
wears on.

Samba: Qatar’s economy 
to grow 10%
QATAR: Qatar’s economy is expected to grow 
by 10% next year, due to its strong economic 
performance which has been mainly fueled 
by growth in the country’s liquefi ed natural 
gas (LNG) exports and an expansionist fi scal 
policy, said Samba Financial Group in its 
monthly report. 

It added that despite the reduced access to 
foreign funds, tightening domestic liquidity 
conditions, a slumping stock market and 
falling real estate prices in the second half 
of this year, the country’s LNG exports are 
still increasing rapidly. Samba said that its 
expanding oil and gas sector is the key to 
Qatar’s wealth and economic prospects, and 
the country is currently the world’s largest 
exporter of LNG. 

Qatar also produces and exports crude oil 
and condensates, with the state oil company 
Qatar Petroleum planning to raise current 
production capacity from around 860,000 
barrels per day (bpd) to one million bpd by 
2010. However, increases in production will 
be constrained by Qatar’s membership in 
the Organization of the Petroleum Exporting 

LEADERSHIP
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Countries (Opec), which cut production 
quotas in October. 

Real estate development is also increasing 
in the country, said the report. Demand has 
been increasing for residential real estate 
from the expanding expatriate community 
and rising per-capita incomes. In addition, 
large-scale investments are under way to 
increase offi ce space, retail space and hotel 
room capacity in Qatar. 

Samba said that because of the credit 
crunch, many Qatari projects will be delayed 
or canceled due to higher cost and reduced 
funding availability. But the report added that 
this may be a positive development as it will 
help ease capacity constraints and control 
rising infl ation.

Sovereign rating will give 
Dubai a boost 
UAE: The Dubai government is seeking a 
sovereign credit rating by mid-2009, and is 
in discussions with several rating agencies, 
said Nasser Hassan Al Shaikh, director-
general of the Dubai department of fi nance. 
However, the government has yet to decide 
on the agency.

Nasser said that although rating had not 
been a signifi cant  part of the emirate’s 
strategy earlier, due to the current global 
credit crisis, he believes a sovereign rating 
will boost investor confi dence in the market.

Institutional investors will usually look at 
a country’s sovereign rating to gain an 
understanding of the risk level involved 
before deciding to invest. A rating will also 
enable a country to have easier access to 
international funds and on better terms.

GCC-Singapore FTA grants 
tariff-free access
QATAR: Singapore and the Gulf Cooperation 
Council (GCC) signed a free trade agreement 
(FTA) in Qatar recently to enhance and 
strengthen their relationship. It was signed 
by Singaporean prime minister Lee Hsien 
Loong, GCC Ministerial Council’s president-
in-offi ce Shaikh Hamad Jassim Al Thani (who 
is also the prime minister of Qatar) and GCC 
secretary-general, Abdurrahman Hamad Al 
Attiyah.

The FTA covers areas including trading 
of goods, services and investment, as 

well as customs procedures, government 
procurement, electronic commerce and 
economic cooperation.

The agreement will grant tariff-free access 
for about 99% of Singapore’s exports 
entering the GCC member states, while the 
same applies to all GCC goods entering 
Singapore. The Southeast Asian city-state’s 
bilateral trade with the GCC reached 
SG$42.4 billion (US$29 billion) in 2007, 
which is 127% higher than in 2002.

Periodic distribution of 
Sukuk for Nakheel
UAE: Nakheel Development announced 
on NASDAQ Dubai (formerly the Dubai 
International Financial Exchange) that its 
US$3.52 billion Sukuk trust certifi cates’ 
periodic distribution took place on Monday, 
the 15th December. The total funds for the 
distribution to certifi cate holders amounted 
to US$55.82 million.

The issuance is due next year, the statement 
on NASDAQ Dubai noted.

Different views on 
economic slowdown
UAE: Standard Chartered Bank predicted 
that UAE’s growth will slow down to 2.7% 
next year following the decreasing prices of 
real estate and oil, as well as the tightening 
of liquidity. The bank’s projection is lower 
than the forecast made by EFG Hermes, 
which said that growth would slow to 3.1%, 
from 7.5% this year.

“With high oil prices, the UAE was in a 
comfortable fi nancial position early this 
year,” said Mary Nicola, economist for the 
MENA region at the bank’s offi ce in Dubai. 
Oil prices have plunged to US$150 per barrel 
from their peak in July this year, decreasing 
by more than US$100. The bank estimates 
the oil price to dip lower to around US$58 
per barrel next year.

However, Nicola added that a key method to 
drive growth in the emirates is to increase 
fi scal spending.

Meanwhile, the governor of the UAE’s central 
bank, Sultan Nasser Al-Suweidi, thinks that 
the country’s credit growth will decline be-
tween 5% and 10% next year as banks adjust 
to a tougher fi nancial environment. He also 
predicted that bank profi ts will decrease and 
that the institutions will have to review their 
positions and decide on their next move.

Zakat Fund to use 
Netgear’s solution
QATAR: Zakat Fund has signed a contract 
with Netgear, a networking solutions 
provider, to implement a virtual private 
network solution that will link the Zakat 
Fund’s headquarters to all of its 10 branches 
in Qatar. 

The contract is worth QAR270,000 
(US$74,000), and is expected to enhance 
the communication and networking 
connectivity between the various offi ces.

“By delivering a central management 
platform for the operation of various online 
applications of all branch offi ces, Netgear 
has empowered us to speed up business 
processes, particularly those that used 
to take more than one business day to 
be completed,” said Massoud Madany, 
information systems and development 
engineer for Zakat Fund.

Dar sells Boubyan stakes
KUWAIT: Shariah compliant Investment Dar 
has sold its 19% stake in Boubyan Bank 
to Commercial Bank of Kuwait (CBK) for 
KWD94.1 million (US$343 million). Under 
the deal, Dar has the right to buy back the 
stake from CBK. It, however, did not reveal 
the timeframe or the reason for the sale.

Meanwhile, Dar executive vice president Amr 
Abou El-Seoud said the fi rm is discussing 
with several banks for loans worth between 
KWD200 million (US$730 million) and 
KWD300 million (US$1.1 billion) to refi nance 
its short-term loans.

He also said that Dar is studying offers to 
sell up to 20% of its 50% stake in British car 
maker Aston Martin despite a downtrend in 
the car industry due to the fi nancial crisis.

Islamic hotels can boost 
Middle East revenue
MIDDLE EAST: Shariah compliant hotels are 
poised to boost the revenue source in this 
region in the years to come, said the CEO 
of France-based MKG Hospitality, Vanguelis 
Panayotis, who added that it will be a key 
element to the region’s development. He 
said that Muslims, especially those from 
the Gulf Cooperation Council region, form 
one of the most lucrative and vital market 
segments. “They are also consciously 
driven,” he noted.
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Panayotis said that there are many non-
Islamic markets seeking authentic Arabian 
hospitality, which is something that only 
Shariah compliant hotels can offer. Local 
art, food and other Islamic aesthetics have 
come to be accepted as main components of 
Islamic hotels.

HSBC rules out cutbacks
MIDDLE EAST: HSBC Bank Middle East has 
no plans to make any employee cutbacks or 
freeze new recruitments within the region, 
but is looking into making the most of its 
human resources by relocating some of 
them, said CEO Youssef A Nasr.

He added that the bank will assume restraint 
with its lending policy as it has to watch its 
loan to deposit ratio, which currently stands 
at 85%. “We would like to see more deposits 
coming in but would not like to be involved in 
a bidding war to lure more depositors,” said 
Youssef. He also said that HSBC Bank Middle 
East will continue to be committed to all 
projects it has agreed to fi nance but will take 
a more prudent approach when it comes to 
fi nancing new ones.

Aseel provides fi nancing 
for Hydra’s project
UAE: Aseel Finance, the Islamic fi nance 
branch of First Gulf Bank, will provide home 
fi nancing for Hydra Properties’ Hydra Village 
Sharjah project. The newly launched middle-
income, low-rise community project has 
received more than 4,000 deposit payments 
since bookings began in April this year.

Hydra Properties CEO Sulaiman Al Fahim 
expected the current economic slowdown 
to spark an increase in demand for middle-
income projects. The Hydra Village Sharjah 
project is expected to be completed by the 
end of 2010 and Hydra is confi dent that the 
deadline will be met.

Ezdan gets US$89 million 
Islamic loan
QATAR: Ezdan Trading and Contracting, 
a wholly-owned subsidiary of Ezdan Real 
Estate, has signed a Shariah compliant 
loan agreement with Al Yussor, the Islamic 
branch of the International Bank of Qatar. 
The fi nancing facility, worth QAR325 million 
(US$89 million), will be used to fund several 
construction projects, said the company.

al khaliji plans stake sale
to QIA
QATAR: Al Khalij Commercial Bank (al khaliji) 
plans to increase its capital by 20% by selling 
a stake to the Qatar Investment Authority 
(QIA). At a meeting earlier this month, the 
bank’s board agreed to issue 144 million 
new shares at QAR11.60 (US$3.18) each to 
the sovereign fund.

The board also discussed renaming BLC 
France, the France-based bank it acquired 
last month, to al khaliji France and approved 
US$100 million capital increase via new 
capital investment from al khaliji. In addition, 
the board decided against any cash dividend 
to shareholders in respect of al khaliji’s 
fi rst full accounting period ending the 31st 
December 2008.

ESFB implements Misys 
Islamic solution
EGYPT: Egyptian Saudi Finance Bank (ESFB) 
has chosen Misys Equation 3.9 solution 
for its 11 branches across the country. The 
solution is one of the global application 
software and services company’s latest 
products and has advanced Islamic banking 
capabilities.

ESFB chairman Ashraf El-Ghamry said the 
bank was very impressed with the solution 
as it assisted in the modernization of the 
bank’s operations and delivers Shariah 
compliant solutions to the bank customers. 
The bank, he added, is proud to lead the 
way in delivering modern Islamic banking in 
Egypt.

QIIB seeks approval for 
buyback shares
QATAR: According to a statement on the 
Doha bourse website, the board of Qatar 
International Islamic Bank (QIIB) has 
approved the bank’s request to buy back 
10% of its shares. The bank is currently 
awaiting regulators’ approval to proceed with  
the buyback.

BNY Mellon launches 
Islamic fund services
EGYPT: BNY Mellon Asset Servicing has 
launched an expanded Shariah compliant 
suite of fund administration solutions for 
European collective investment funds. The 
Islamic Fund Services combine investment 

restriction monitoring, custody, trustee, fund 
accounting and transfer agency services 
into a comprehensive service offering for 
investment managers launching and running 
Shariah compliant funds. The product suite 
meets the operational needs of traditional 
Islamic equity funds as well as Sukuk and 
Murabahah funds.

“The universe of Islamic funds registered and 
serviced in key European locations is growing 
rapidly,” said Nadine Chakar, executive vice 
president and head of Europe, Middle East 
and Africa at BNY Mellon Asset Servicing. He 
added that the fi rm’s new offerings underline 
its commitment to support its clients in the 
development of Islamic portfolios to expand 
their investment offerings worldwide.

BNY Mellon Asset Servicing offers its 
products and services through The Bank of 
New York Mellon (BNY Mellon) and other 
subsidiaries of The Bank of New York Mellon 
Corporation.

Qatari Diar to fi nance 
LBQ’s London project
QATAR: Qatari Diar Real Estate Investment 
has agreed to provide the funding facility to 
LBQ, the Jersey-registered holding company 
that is developing The Shard and London 
Bridge Place. However, the amount of the 
loan was not revealed. The Qatar-based 
fi rm is not participating in the equity of LBQ 
at this stage but will be on its board.LBQ 
is a joint venture company owned by Qatar 
Islamic Bank, QInvest, Qatar National Bank, 
Barwa International and Sellar Property 
Group.

The demolition and site clearance of The 
Shard site is expected to be completed in 
January 2009, while that for the London 
Bridge Place site is targeted for March. 
Construction on the sites is expected to 
begin next year, with practical completion 
planned for 2012. Renzo Piano Building 
Workshop is the architect for both The Shard 
and London Bridge Place.

SHUAA Capital gains 
listing in Tadawul
SAUDI ARABIA: The Saudi Stock Exchange 
(Tadawul) said SHUAA Capital Saudi Arabia 
has become a duly licensed, approved 
and authorized member fi rm of the stock 
exchange. The investment fi rm now has the 
right to conduct brokerage services and deal 
as an agent in Tadawul.
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ASIA
Friends Provident keen to 
tap into Takaful
MALAYSIA: Friends Provident, a UK-based 
life and pensions company, has acquired a 
30% stake in Malaysia’s AmLife Insurance, 
formerly known as AmAssurance, for 
RM170 million (US$49 million) and is keen 
to explore Islamic insurance opportunities 
in the Asian country, said its international 
operations managing director, Rocco Sepe.

He pointed out that Takaful is not new 
to Friends Provident as it has previously 
entered into a partnership with Saudi 
Arabia’s Riyadh Bank. Sepe said the 
company wants to fully support AmLife 
through product development, marketing 
and customer service to ensure the 
success of the venture.

AmLife and Friends Provident said 
the partnership is expected to provide 
momentum to the AmBank Group’s efforts 
in diversifying its range of general and life 
insurance products and services for the 
Malaysian public. AmBank Group is the 
parent company to AmLife.

“This timely partnership crystallizes 
our staff’s focus towards servicing our 
business partners and customers better,” 
said Azman Hashim, chairman of AmBank 
Group. 

Friends Provident is committed to the Asian 
region, and entering the market in Malaysia 
is a natural progression of its strategy, 
said its chairman, Adrian Montague. The 

country offers plenty of opportunities, 
he added, and the synergy between the 
two organizations provides a winning 
combination. 

He noted that the Malaysian entry will 
complement its existing businesses in Hong 
Kong and Singapore.

MNRB Retakaful sees 
better results
MALAYSIA: MNRB Retakaful received four 
times more in gross contribution income 
in its second quarter ended on the 30th 
September, RM13.8 million (US$4 million) 
versus RM3.5 million (US$1 million) in the 
previous corresponding quarter, said  CEO 
and president Ismail Mahbob, with 19% of 
the RM13.8 million coming from overseas.

Net profi t was RM710,000 (US$204,000), 
substantially higher than last year’s 
RM79,000 (US$22,700). The fi rm also 
gained investment income of RM1.46 
million (US$420,000) compared with 
RM528,000 (US$152,000) last year.

According to Ismail, the fi rm is looking 
to achieve 20% overseas contribution in 
revenue , which may even go up to 30% for 
the fi nancial year ending the 31st March 
2009.

He also said that MNRB Retakaful hopes 
to initiate its fi rst business with clients in 
Pakistan by January 2009 and is already 
negotiating with potential clients. The 
company, he added, is looking into organic 
growth in Pakistan and the Middle Eastern 

countries instead of aggressive expansion 
strategies.

Ismail said he expects the reTakaful 
market in Malaysia to grow at about 10% 
annually but it may be slower, depending on 
economic conditions. However, he said the 
country’s Takaful industry may see growth 
of 15% to 20% annually.

Takaful Malaysia is not 
slowing down
MALAYSIA: Takaful Malaysia is confi dent 
that its business won’t slow down next year 
due to the necessity of its services, said 
group managing director Hassan Kamil. Its 
investments in low risk asset instruments 
also help protect the fi rm against the 
market’s volatility, he added. 

The fi rm is hopeful that its market share will 
grow from 10% to 30% next year.

Hassan said Takaful Malaysia and its sister 
company, Bank Islam, are in the midst of 
consolidating their branches. “There is 
much cross-selling as well as considerable 
opportunity for growth between both 
companies,” he added. The aim is to 
become a one-stop center where customers 
can carry out banking transactions and at 
the same time pay their Takaful premiums. 

According to Hassan, in addition to 
improving infrastructure and customer 
service effi ciency, the Islamic insurance 
fi rm also plans to gain a slice of the 
Takaful market in the government housing 
loan scheme following the creation of its 
Treasury Business Center in August.
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AFRICA
S&P assigns ‘ngA+/ngA-1’ 
to  Intercontinental Bank
NIGERIA: Standard & Poor’s (S&P) 
has assigned long- and short-term 
national scale ratings of ‘ngA+/ngA-1’ to 
Intercontinental Bank. These affi rm the 
bank’s creditworthiness despite operating in 
an economically high-risk environment. 

The bank’s funding and liquidity profi le is 
healthy, with a large liquid asset cushion, said 
the rating agency. While there are concerns 
regarding Nigeria’s economy, S&P is confi dent 
that the bank’s strong capital and market 
positions, as well as its robust funding and 
liquidity profi le, will ease such concerns. 

Established in 1989, the bank launched 
several Islamic products in June to cater to 
the needs of Muslims in Nigeria.

ASIA
KLIA’s notes get ‘AAA(s)’
MALAYSIA: The rating on Kuala Lumpur 
International Airport’s (KLIA) RM4.06 
billion (US$1.1 billion) Bai Bithaman Ajil 
notes issuance facility has been reaffi rmed 
at ‘AAA(s)’ by RAM Ratings. The rating 
agency said the rating was based on the 
unconditional and irrevocable guarantee 
by the Malaysian government to repay all 
amounts due under the KLIA notes facility.

KLIA is wholly owned by the Malaysian 
government, via the Minister of Finance 
Inc. The company serves as a medium 
through which the government  funds the 
development of KLIA.

Fitch affi rms BNI’s IDRs
INDONESIA: Fitch Ratings has affi rmed Bank 
Negara Indonesia’s (BNI) long- and short-
term foreign currency issuer default ratings 
(IDRs) at ‘BB’ and ‘B’ respectively. It also 
affi rmed the bank’s long-term local currency 
IDR at ‘BB’, national long-term rating at ‘AA-
(idn)’, individual rating at ‘D’, support rating 
at ‘3’ and support rating fl oor at ‘BB-’. The 
outlook is stable.

The ratings are refl ective of BNI’s improved 
non-performing loan (NPL) position, its 
majority state-ownership and size. However, 

the NPL ratio was still higher than the 
industry’s average at the end of the third 
quarter this year, while its capital ratio was 
somewhat lower.

Established in 1946, BNI is one of fi ve 
state-owned banks and the fourth-largest 
bank in Indonesia by total assets. After 
the divestment program in August 2007, 
government ownership fell to 76.36% at 
the end of September this year, from 99.1% 
previously. The bank has a Shariah compliant 
subsidiary, BNI Syariah.

Stable outlook for Public 
Islamic Bank
MALAYSIA: RAM Ratings has assigned ‘AAA’ 
and ‘P1’ to Public Islamic Bank’s long- and 
short-term fi nancial institution ratings 
respectively; the long-term rating carries a 
stable outlook. 

The ratings  are testament to the Shariah 
compliant bank’s highly integrated operating 
model with its parent company, Public Bank. 
Promod Dass, RAM Ratings’ head of fi nancial 
institution ratings, said that Public Bank 
is expected to lend support to its Islamic 
banking unit fi nancially, should the need 
arise.

The ratings are also refl ective of Public 
Islamic Bank’s robust retail-dominated 
receivables profi le and strong capital base.

Moody’s expects outlook 
for Pakistan to improve
PAKISTAN: Pakistan’s ‘B3’ sovereign bond 
ratings have been  confi rmed with a negative 
outlook, said Moody’s Investors Service. 
The review for possible downgrade has 
been removed following the fi nalization of 
a two-year stand-by fi nancing agreement 
worth US$7.6 billion with the International 
Monetary Fund , said Aninda Mitra, Moody’s 
sovereign analyst for Pakistan.

He added that an improvement on the 
outlook can be considered if the country’s 
macro imbalances and confi dence-sensitive 
capital account fl ows showed substantial and 
sustained improvements over the next 12 to 
18 months. 

Concurrently, Moody’s has also changed the 
outlook on the ‘B1’ foreign currency bond 
ceiling and on the ‘B3’ foreign currency 
deposit ceiling to negative.

AM Best affi rms Labuan Re
MALAYSIA: Labuan Reinsurance’s fi nancial 
strength rating of ‘A-’ was affi rmed by AM 
Best, as well as its issuer credit rating 
at ‘a-’, with a stable outlook. The ratings 
refl ect Labuan Re’s stable underwriting 
performance, conservative investment 
portfolio and well balanced portfolio with 
diversifi ed geographic risk.

However, AM Best noted that offsetting 
factors include the deteriorated expense 
ratio, higher risk arising from Lloyd’s 
syndicate participation and intense 
competition in the Asian reinsurance market.

Labuan Re was incorporated in the Interna-
tional Offshore Financial Centre of Labuan 
in September 1992. It has since established 
itself as an international reinsurer and has 
become a major player in the Afro-Asian in-
surance/reinsurance industry.

MIDDLE EAST
S&P rates Emaar
UAE: Standard & Poor’s Ratings Services 
(S&P) has affi rmed the long-term corporate 
credit rating of Emaar Properties at ‘A-’ but 
revised the outlook to negative from stable.

According to S&P, the rating is based on the 
group’s important role and strong position in 
the Dubai property development market and 
its close relationship with the government of 
Dubai. It also refl ects Emaar’s current strong 
cash fl ows, low debt leverage and strong 
asset base.

S&P added that the rating is constrained 
by several factors, including the weakening 
of the Dubai real estate market, the 
concentration of the group’s operating cash 
fl ows in a relatively small number of large 
projects, and its aggressive geographic 
expansion into markets with higher political 
and economic risk.

Meanwhile, the revision on the outlook 
represents a rapid weakening of the 
real estate markets in Dubai, and S&P’s 
uncertainties about the depth of the 
downturn and the pace of eventual recovery. 
The agency added that a prolonged downturn 
could impact its view of Emaar’s business 
risk negatively, and could also lead to 
deterioration in the fi rm’s currently healthy 
fi nancial position.
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MIDDLE EAST
(continued) 

SHUAA under review for 
possible downgrade
UAE: Moody’s Investors Service has placed 
SHUAA Capital’s long- and short-term ratings 
of ‘Baa2’ and ‘Prime-3’ on review for possible 
downgrade. 

SHUAA’s standalone rating and its eligibility 
to continue to be rated under Moody’s 
government-related issuer (GRI) methodology 
will also be reviewed. 

The ratings are refl ective of SHUAA’s baseline 
credit assessment of 11, the ‘Aa2’ rating of 
the UAE federal government, as well as its 
high dependence on and support from the 
government of Dubai. 

The rating review will be concluded within 
three months or after the investment bank’s 
extraordinary general meeting. Following 
that, Moody’s will reassess its support 
assumptions for SHUAA and revisit its GRI 
status. 

SHUAA was established in 1979, and is 
one of the leading investment banking 
institutions in the Gulf region.

Safe haven Lebanon gets 
positive outlook
LEBANON: Moody’s has assigned a ‘B3’ 
rating to Lebanon’s local and foreign 
currency government bonds. It also placed a 
‘B3’ on its country ceiling for foreign currency 
bank deposits, while the country ceiling 
for foreign currency bonds received a ‘B2’. 
Moody’s has also changed the outlook on 
Lebanon’s sovereign ratings from stable to 
positive.

According to Tristan Cooper, vice president 
and senior analyst of Moody’s Sovereigns 
Group, the change in outlook was driven by 
the resilience of the public fi nances to severe 
shocks in recent years.

“Moody’s notes that Lebanon is one of the 
few countries to have so far benefi ted from 
the global fi nancial turmoil, as members of 
the large Lebanese diaspora have moved 
funds into Lebanese banks, viewing them as 
relatively safe havens,” he added.

Moody’s downgrades four 
banks’ outlook
UAE: Moody’s Investors Service  has lowered 
the ratings of four banks in the country. The 
outlook for Abu Dhabi Commercial Bank, 
First Gulf Bank and Dubai Islamic Bank have 
been changed to negative from stable, while 
Dubai Bank’s outlook rating was reduced to 
stable from positive.

The outlooks on the ratings for all senior 
unsecured debt issued by the four banks 
have been revised accordingly.

The ratings action was based on the 
mounting liquidity pressures in the short 
to medium term, the growing downward 
pressures on asset prices and the 
anticipated profi tability pressures from rising 
funding costs derived from increasingly 
scarce liquidity and loss of confi dence, 
said John Tofarides, an analyst in Moody’s 
Financial Institutions Group.

The rating agency noted that it will continue 
to monitor the ratings of all the UAE banks 
and may take rating actions if there is 
evidence of a liquidity squeeze, emerging 
asset quality problems or profi tability 
pressures.

Fitch downgrades Global
KUWAIT: Fitch Ratings has downgraded 
Shariah compliant Global Investment 
House’s (Global) long-term issuer default 
rating (IDR) to ‘C’ from ‘BBB’, short-term IDR 
to ‘C’ from ‘F3’ and individual rating to ‘E’ 
from ‘C’. 

Meanwhile, its support rating is affi rmed 
at ‘5’, and ‘no fl oor’ was confi rmed for its 
support rating fl oor. The IDRs are placed on 
Rating Watch Negative (RWN).

Fitch has also lowered Global’s long-term 
local currency IDR to ‘C’ from ‘BBB’. The 
expected rating on its KWD50 million 
(US$183.5 million) fi xed/fl oating long-term 
local currency bond was reduced as well to 
‘CC’ from ‘BBB’ and has the agency assigned 
a recovery rating of ‘RR4’. 

Fitch said the fi nal rating on the notes 
is contingent on the receipt of fi nal 
documentation conforming materially to 
information already received.

Another cut was made to the ratings 
assigned to Global’s US$2 billion EMTN 
(Euro Medium Term Notes) program, to 
‘CC’ from ‘BBB’ and ‘C’ from ‘F3’, refl ecting 
Fitch’s current assessment for recoveries for 
any issuance under the program of ‘RR4’. 
The rating action was taken due to Global’s 
failure to meet an obligation due on the 
15th December 2008 because of cash fl ow 
problems.

Global is negotiating with local fi nancial 
institutions to refi nance the above 
mentioned facility. Fitch will also resolve the 
RWN on the long-term and short-term IDRs 
and individual rating following the outcome 
of these negotiations.

Meanwhile, Standard & Poor’s Ratings 
Services (S&P) has also lowered its long- and 
short-term counterparty credit ratings on 
Global to ‘SD/SD’ from ‘BBB/A-3’, due to 
Global’s failure to meet the obligation. 

According to the agency’s statement, the 
fi nancial institution has extended the loan’s 
maturity to the 22nd December this year.

S&P said it will be monitoring the develop-
ments at Global closely and will adjust its 
ratings depending on the outcome of the ne-
gotiations between the bank and its creditors 
as well as its continued ability to meet its 
debt obligations in a timely manner.

Situation will be resolved 
soon, says Global
KUWAIT: Global Investment House’s (Global) 
downgraded credit rating, assigned by both 
Fitch Ratings and Standard and Poor’s 
Ratings Services, is a temporary situation 
that will be resolved soon, said the fi nancial 
institution’s chairman and managing 
director, Maha Al-Ghunaim.

She added that Global has already taken 
proactive measures to have the rating 
reversed by appointing Commercial Bank of 
Kuwait as adviser to renegotiate the terms of 
its existing credit facilities. A meeting with all 
lenders has been called for next week.

Global is the sixth largest listed company in 
Kuwait by shareholders’ equity. The bank has 
US$10 billion of assets under management, 
total debt of $3 billion, more than 600 
employees and high quality assets.
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MALAYSIA
Islamic gold dinar can create a fi xed 
exchange rate regime 
The global fi nancial turmoil which has led to uncertainties in the 
international currency market has showed up the need for a more 
stable currency for trade. In March 2002, Malaysia proposed to 
the Organization of the Islamic Conference (OIC) the settlement of 
international trade balances in Islamic gold dinar, which is to be held as 
a central bank’s reserve. Malaysia recently revived this suggestion.

The dean of the Institute of Islamic Banking and Finance in the 
International Islamic University Malaysia, Dr Ahamed Kameel Mydin 
Meera, called Malaysia’s suggestion an excellent idea which he 
himself has been advocating for quite some time. “In fact we had, 
years earlier, predicted the global fi nancial crisis precisely for the 
same reason: the lack of a currency that is backed by gold or anything 
real.

“Indeed, returning to a real money system like the gold dinar is much 
needed and is the solution to the current global crisis. Countries without 
such a system would face serious economic problems in the coming 
years, particularly hyperinfl ation in a recessionary environment,” he 
told Islamic Finance news. 

He contended that backing to gold can “virtually make infl ation 
disappear,” create a fi xed exchange rate regime and thereby eliminate 
currency risk, speculation, arbitrage, rigging and so forth. This would 
mean that there could be no recurrence of the kind of attack by 
currency speculators which Malaysia and other Asian countries faced 
during the 1997-98 fi nancial crisis.

“When using the gold dinar in international trade, one does not need 
a lot of gold to implement a gold payment system because we can net 
off trade balances before settling them. The amount of gold needed 
can be further reduced in a multilateral payments arrangement. All 
this will indeed promote international trade,” he noted.

Ahamed Kameel said if the Khaleej dinar is backed to gold or even oil, 
it can immediately become the preferred international currency since 
almost every country needs oil.

According to a recent report, Khaleej (Gulf) dinar is being considered 
as one of the possibilities for the Gulf Cooperation Council’s single 
currency.

“Gold producing countries are not necessarily in an advantageous 
position because what being promoted here is exchange. A country 
may have gold, another may have fertile land. 

“One invests and extracts gold while the another extracts good 
harvest. Both then exchange their output. It does not matter therefore 
if one has gold, fertile land or skills,” he explained.

“The global fi nancial crisis is a sign that the game of fl at money is over. 
The problems caused by the crisis will be more and more apparent 
globally in the next few years. It’s time, therefore, to introduce an 
alternative monetary system urgently if we wish to cushion the effects 
and introduce a more stable and just system.”

By Dalila Abu Bakar

MALAYSIA
‘Just Values’ — The key to success 
Islamic fi nance giant Al Rajhi Bank Malaysia is looking to post double 
digit growth in the coming year despite the global economic crisis. 
With a customer base of over 100,000 clients, the 22-month-old 
foreign bank sees itself cautious growth through the global economic 
storm by adopting prudent and successful strategies.

Retail banking director Sabry Ghouse told Islamic Finance news that 
there are opportunities in crisis provided one understands the risks 
involved.

“There are areas which could be dubbed as a “troubled child,” but 
there are others which can boom. The retail sector is much diversifi ed 
but we have a good reach and we know our market area, so I am 
confi dent that Al Rajhi will continue to be vibrant,” he contended.

Sabry said the current credit crisis has had no impact on Al Rajhi at 
the moment but there are concerns going into 2009. “From new and 
existing markets, we are growing cautiously. We have just launched 
our SME (small- and medium-sized enterprises) unit and we are not 
going to close it but instead grow it through selected industries in 
contract fi nancing, infrastructure and trade fi nancing, as long as we 
have risk demarcations that have been clearly identifi ed.

“At the end of the day, the retail industry must be sustainable and be 
a key economic driver for a country to strive. Consumer spending is 
essential to keep the economy growing. To that extent, I think Malaysia 
has got it right. It still has good purchasing power,” he said.

With the retail sector still vibrant in Malaysia due to the strong 
purchasing power and a more level income diversity among 
consumers, Al Rajhi Bank Malaysia is targeting the middle and upper 
income employees, totaling about 1.2 million. 

“To them we still have a lot of value to give. We like to package deals 
so that customers utilize our services for all their needs; be it housing 
loan, education loan, start up loan, car loan, savings and even Takaful. 
We like to be everything to some people. We cannot be everything to 
everyone,” he said.

Sabry said Al Rajhi’s motto of “Just Values” has attracted a lot of 
positive response not only from the Muslim clientele but also the non-
Muslims. “We are serious about our customer service and through 
word of mouth, our reputation has preceded us. We are very strong on 
retail but we aim to get our suite of products extended,” he added.

Sabry also noted that Al Rajhi considers Malaysia as Southeast 
Asia’s pivotal point and is using the country as a springboard to 
move into neighboring countries. While reluctant to reveal Al Rajhi’s 
next destination, he said Al Rajhi is open to acquisition of a fi nancial 
institution in that country.

“Somehow the regulatory framework in these neighboring countries 
is not as good as Malaysia and we hope this will change to allow us 
to penetrate these markets as we bring in a sizeable investment. We 
want to be a big player in this region,” he stressed.

By Raphael Wong
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UAE
Will it all end too soon for the UAE?
This week, Moody’s Investors Services lowered the outlook for three 
Islamic banks — Dubai Islamic Bank (DIB), First Gulf Bank (FGB) and 
Abu Dhabi Commercial Bank (ADCB) — from stable to negative. Does 
the simultaneous downgrade of three of the UAE’s most prominent 
banks spell trouble for a region which has become synonymous with 
wealth, development and, more importantly, dubbed as the cauldron 
for Islamic fi nance investments?

Islamic Finance news spoke to Moody’s vice president Anouar Hassoune 
and analyst John Tofarides, as well as the head of strategy, investor 
relations and research at DIB, Kashif Moosa, to uncover the reasons 
behind the downgrade and to deliberate on the future of Islamic 
fi nance in the UAE.

According to the Moody’s report, the real estate sector is most likely 
to suffer from the effects of the global credit crunch, with a signifi cant 
drop in demand for properties in the UAE due to negative sentiment, 
high prices and poor systemic liquidity, a slowdown in quarter-to-
quarter real estate investment returns, and a generally negative 
impact on banks involved in real estate and construction loans.

Property prices in Dubai fell by 4% between September and October 
2008 while the prices of villas tumbled by 19%. Leading property 
consultant Colliers International warned that although the residential 
prices grew 5% during third quarter of the year, the values are likely to 
drop during the fi nal quarter of 2008.

Tofarides was quick to clarify that banks being placed on a negative 
outlook does not signal any further downgrades unless the rating 
pressures escalate further. He added: “In the case of the UAE banks, 
this is neither the beginning nor the end of a ‘downgrade cycle’. It is 
just a refl ection of the current pressures as we evaluate them.

“For the time being we don’t see any other rating pressures but going 
forward, we will continue to monitor UAE banks closely and if necessary, 
we will take rating action on any bank, especially if our concerns over 
future asset quality and profi tability materialize.”

Hassoune however opined that mounting liquidity pressure and 
increasing costs of funding and borrowing are affecting other lines of 
business, with the most effect being on Sukuk. “With a lot of Sukuk 
being postponed at this stage, the natural reaction of banks now is 
precisely to reduce the maturity profi le of their assets, thus cutting 
credit to those sectors that are currently under pressure, such as real 
estate, mortgages, infrastructure and projects.

“This is creating some real cyclicality. The liquidity crisis, affecting both 
conventional and Islamic banks, will likely even amplify the credit cycle 
through some form of credit crunch.”

In the case of any further negative implications on Islamic banks, 
particularly that in the UAE, Hassoune said: “Most Islamic banks 
have been resilient to the crisis, with the two outliers being DIB and 
Tamweel. Not so much because these two, among the universe of 
rated Islamic banks, are Islamic but because of their large exposure 
to the property sector, heightened reputation risks attached to some 
alleged wrongdoings of some of their senior offi cers, and expectations 

of asset quality issues in their respective portfolios, which have all 
contributed to weaken their standing in a situation of generalized 
defi ance in the UAE.”

Moosa however cleared up any negative sentiment surrounding DIB 
and the UAE markets, stressing: “The outlook for DIB has been revised 
to negative from stable, but in no way should this be confused with 
the rating of the bank, which remains unchanged at ‘A1’. The primary 
reason for the outlook revision is the country’s economic factors and 
market conditions rather than the bank’s fi nancial fundamentals.

“The agency is cautious on the future growth and profi tability of the 
bank primarily due to the economic slowdown and the subsequent 
impact on Dubai. DIB is one of the most liquid banks in the country 
with a total customer fi nancing to total customer deposits ratio at just 
over 76% at the end of the 3rd quarter of 2008.”

On the economic impact across the UAE, Moosa said: “The current 
economic slowdown has clearly had an effect across all industries 
and sectors in the country and the region. However, Islamic banks are 
no more affected than regular conventional players as the impact is 
similar across the banking sector.

“You have to realize that the cause of the slowdown in the UAE has 
primarily been signifi cant reduction in liquidity available in the market 
and not the credit issues that affected the western economies. Hence, 
the UAE did not have an asset quality issue as was the case with the 
sub-prime woes in the US. The government has already tackled the 
liquidity crunch by pumping in or making available extensive cash to 
the banks in order to avert any credit issues arising from the liquidity 
problems,” he affi rmed.

By Nazneen Halim

Are there more than one of you
in your company involved

in Islamic Finance?

Join our company - wide subscription to 

SAVE 70%

Contact Geraldine Chan at
geraldine.chan@redmoneygroup.com

for more information



www.islamicfi nancenews.com
COUNTRY REPORT

Page 16© 19th December 2008

Despite a mere 8.5% Muslim population, Sri Lanka is gearing up 
to provide Islamic banking and fi nance,  joining the ranks of elite 
non-Islamic countries in having legislation for Islamic banking. The 
Banking Act No 30, amended in 2005, now allows conventional 
banks to operate on a Shariah compliant basis. This latitude has yet 
to be fully utilized though by the conventional companies.

However, with the increasing market acceptance of Takaful in the 
country, the largest Takaful company being Amana Takaful, many other 
institutions have begun to take Islamic fi nance seriously. Conventional 
companies including Sri Lanka’s fi rst and oldest leasing company Lanka 
Orix Leasing Company (LOLC) have realized the potential of Islamic 
fi nance and are offering Shariah compliant products to both Muslim 
and non-Muslim customers. There are now at least six companies in 
the country offering Shariah compliant products.

Islamic Finance news spoke to LOLC’s Auto 
Finance CEO Krishan Thilakaratne (pic) 
on the evolution of the leasing company’s 
involvement in Islamic fi nance and how Sri 
Lanka is moving forward in this industry. 
Thilakaratne, who is also the head of 
LOLC’s Islamic banking unit known as LOLC 
Al-Falaah, was confi dent that with proper 
awareness programs nationwide, Sri Lanka 
will have the right environment for Islamic 
fi nance to fl ourish.

With the global economic slowdown, many countries are looking at 
Islamic fi nance as an alternative to the conventional model. Is Sri 
Lanka doing the same?
Yes and no. The reason is that Islamic fi nance is very new to Sri Lanka. 
So the few players here are looking for a niche market rather a shift in 
the market. Sri Lanka as a country has not understood the abilities of 
Islamic fi nance. 

What has happened is that the Islamic community, who initially shied 
away from the conventional banking, is now coming into the banking 
sector as the Shariah compliant products open up. So it is not because 
of the global fi nancial situation but due to the opening up of the market 
here.

The government has made progress through its central bank by 
approving LOLC to conduct Islamic fi nancing. What other measures 
have been taken by the central bank to spur Islamic fi nance in the 
country?
The law that prevails in the country is not Islamic law. LOLC is the 
fi rst fi nance company to obtain consent from the central bank on its 
Mudarabah product. Basically, the central bank has issued guidelines 
for conventional products but these guidelines are not clear enough 
to proceed with Islamic fi nance as well. In order to introduce the 
Mudarabah structure and obtain the necessary consent, we had to 
explain to the central bank the mechanism of this structure. 

I am sure the central bank will be seriously looking into this matter and 
will in the future issue guidelines to spur the Islamic fi nance industry. 
LOLC’s consent for the Mudarabah deposits structure is the fi rst of the 

guidelines and I predict that as more products are offered, the central 
bank will take then begin issuing the guidelines. I am glad that LOLC 
started the ball rolling.

What encouraged LOLC to apply for a license to conduct Islamic 
fi nancing?
Basically it was the market. We saw it as a niche market. As the fi rst 
leasing company in the country, we have many customers of many 
races and religions. We noticed that our Muslim clients wanted out of 
the conventional model and they requested for an Islamic model. In 
addition, there was the expansion of Islamic fi nance in the international 
markets. We then felt it was a good market to get into. Obviously the 
business potential was the main reason.

How receptive are Sri Lankans towards Islamic fi nance? Has there 
been effort by LOLC or other institutions to create awareness of 
Shariah compliant fi nance?
As I mentioned earlier, Islamic fi nance is a very new concept for Sri 
Lanka, even for the Muslims. Many have yet to fully understand the 
difference between Islamic fi nance and conventional fi nance. At the 
moment, we are at the stage of awareness building. We are fi rst trying 
to create awareness among the Muslim clients. 

We see that 100% of the clients at the moment for Islamic fi nance 
are Muslims. The situation is different compared to Takaful products 
where 30% to 35% of the clients are non-Muslims. Islamic fi nance is 
far too new to penetrate the non-Muslim market. There is a lot of work 
on awareness to be done, besides building trust among the clientele. 

For example, an investor who is seeking to invest in our company 
through a Mudarabah transaction agrees to 60:40 ratio but he will not 
know what his returns will be, whereas in the conventional system, an 
interest rate is offered at the outset. 

Companies offering Shariah compliant products therefore have to 
be very ethical. So, as more ethical companies offer more Shariah 
compliant products, awareness would be created, plus confi dence. 
LOLC is seen as an ethical company with a 25 year reputation. 

Among the efforts being taken to increase awareness are press 
campaigns such as press conferences and advertisements 
undertaken by LOLC and several other Shariah compliant companies. 
Besides that, all 35 of LOLC’s branches have promotional material and 
detailed information on our Shariah compliant products, in addition to 
campaigns in their respective geographical districts.

In January, LOLC will introduce a program on Islamic fi nance, its 
benefi ts and LOLC’s involvement in it. About 400 business leaders are 

Sri Lanka: The Tide of Islamic Finance Coming in
By Islamic Finance news
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being invited to participate in this and it will be conducted by eminent 
scholars from our supervisory board.

Why has LOLC chosen to concentrate on the four products (Ijarah/
Murabahah/Mudarabah/diminishing Musharakah)? Was this on the 
advice of LOLC’s Shariah board? Who sits on LOLC Shariah board?
LOLC is known for leasing, being the fi rst company to offer such a 
service in the country. Therefore, it was a natural progression that 
Ijarah was the fi rst Shariah compliant product we decided to offer. 
LOLC has also diversifi ed into many other areas such as conventional 
loans, so it was only proper that we offer Murabahah. 

We also saw a lot of potential in diminishing Musharakah and 
Mudarabah in the country as the Muslim clients did not have a Shariah 
compliant investment structure and Mudarabah offers one of the 
easiest investment opportunities. We are also developing other new 
products; one of which is Al Rahn, which is the safekeeping of gold. 

The Shariah supervisory board is very comfortable with LOLC offering 
these products. They looked at our conventional system and it was 
on their advice that we offered the four Shariah compliant products. 
Our Shariah scholars currently comprise two eminent scholars, Sheikh 
Fazil Farook and Sheikh Murshid Mulafer. We are also trying to obtain 
the services of Sheikh Shafeek Jakhura, who is also on the Shariah 
board of Al Baraka Bank in South Africa.

In the last six months, how have LOLC’s Islamic products performed? 
Could you provide some statistics?
I must say that I am satisfi ed with the performance of LOLC’s Shariah 
compliant products. We have built our Islamic assets to about 500 
million rupees (US$4.47 million) over the last six months, of which 
30% is derived from Ijarah, 30% from Murabahah and 40% from 
diminishing Musharakah, of which 50% are backed by Mudarabah 
deposits and the balance through benevolent loans.

 I think this is just the tip of the iceberg as only 5% of the market has 
been tapped at the moment. So there are enormous prospects to be 
explored. In the next year, we are looking at about 1.5 billion rupees 
(US$13.4 million). It may seem like a small fi gure when compared to 
the Islamic fi nance industry of other countries but we see the potential. 
There are currently six Islamic fi nancial institutions in Sri Lanka and 
although LOLC is new, we are a key Islamic institution by market value 
at the moment.

Many analysts have predicted that during the fi nancial crisis, the 
Islamic retail sector would be outperforming the conventional model. 
Do you see this trend occur in Sri Lanka as well?
I do not see it outperforming conventional fi nance but it is more 
stable. For example, conventional products would be ridden with non-
performing loans but that is not seen in Islamic fi nance because it 
is asset-backed. Although the number may not be large, in terms of 
performance on facilities, it certainly looks better. The percentage of 

performing loans in the Islamic fi nance portfolio is 100% even though 
it is dwarfed by the conventional model as it only constitutes about 4% 
of the total loans.

In that sense, Islamic loans are outperforming but in terms of volume, 
it is still small. This can also been seen in the other Shariah compliant 
companies.

Is LOLC relatively new to the Islamic fi nance industry? Is there 
competition from the other Shariah compliant fi nancial institutions 
in the country?
We only introduced our Islamic products this year. In Sri Lanka, Islamic 
fi nance was started by Amana Investments in 1997. So there is 
competition among the Islamic fi nance institutions here as the market 
penetration is only 5% comprising people who are knowledgeable 
about Islamic fi nance. 

However, I do foresee growth that would eventually lead to the six 
fi nancial institutions not needing to compete with each other. Anyway, 
there is no excessive competition.

Is LOLC looking for partnerships with foreign investors, especially 
from the GCC countries?
We are interested and welcome foreign investors. One thing we can 
assure them of is good returns. LOLC has been able to pay one of the 
highest returns. There were a few enquires by these investors but our 
portfolio was too small to open up to the overseas market. I see some 
expansion and we would need them for this. We certainly are keen to 
consider a merger or a joint venture with a reputable institution.

What is LOLC’s strategy in expanding its Islamic unit? 
Expansion should come in several areas. One of them is geographical 
expansion. As I mentioned earlier, our branches nationwide are 
introducing Islamic products and counters. In a year, we should have 
about half of the branches offering Islamic products with their own 
Islamic fi nance specialists. 

The other is product expansion as we need to increase the number of 
products. LOLC has hired some industry experts to help in this area. 
The third is awareness. Our other strategy is aspiring to offer better 
returns to our investors and make our products more attractive to 
our clients. When we began, we adopted a cautious approach but we 
are now more confi dent with our business and we are therefore in a 
position to offer better returns.

Our strategy further includes partnerships with other companies 
such as Takaful companies. In setting up our Islamic banking unit, 
we worked with other Shariah institutions because we cannot take 
on the entire market. Even though we have been very aggressive, 
one company cannot do this alone. So if many companies are able 
to create awareness, this will eventually create a new market in Sri 
Lanka. So that is the reason we need to work together.

Sri Lanka: The Tide of Islamic Finance Coming in (continued)

Next Forum Question

What, in your mind, were the key developments in the Islamic fi nance industry in 2008; 
and what do you think 2009 holds in store for it?

If you would like to air your views on the next Islamic Finance Forum Question, please email your response of between 50 and 300
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As 2008 comes to an end, there seems to be no let up in the horror 
stories that are coming out of the conventional banking sector, 
although the news about Bernard Madoff’s activities raises new levels 
of dysfunctionality and disbelief. The proponents of such behavior are 
clearly those at most fault and these individuals need to be identifi ed 
and punished. However, even if they are punished, who will save the 
investors from themselves?

Banking has always been a business based on trust, or “Amanah” to 
use the language of Islam. In the UK, paper currency still bears the 
legend “I promise to pay the bearer on demand” and is issued by the 
Chief Cashier on behalf of the Governor of the Bank of England. Making 
any investment is a leap of faith, whether the investment parameters 
are based on algorithms or religious principles.

However, it seems that many investors have either suspended rational 
analysis or have been so driven by greed that they simply did not care 
or desire to check precisely how their money was going to be spent. It 
has now become patently clear (if it was not already) that the single 
biggest problem that global banking faces is how to restore faith and 
confi dence in a system that is broken and appears to be fundamentally 
fl awed.

Those of us involved in Islamic fi nance need to think very carefully 
about what we say our industry can offer in the way of guidance or 
solutions to these global diffi culties. The phrase “but for the grace 
of God…” has never rung truer than it does today. I say this because 
the fi nancial reporting season is fast approaching. We must expect 
to see some revelations that the Islamic fi nancial community has not 
been immune from the problems that are besetting the conventional 
banking system. As Sheikh Nizam Yaquby recently acknowledged at 
the 10th anniversary celebrations of HSBC Amanah, “If the body gets 
sick, the whole person feels poorly”.

Islamic fi nancial institutions generally avoided the problems associated 
with the holding of toxic assets, for reasons that I hope are well 
understood now. It has been less easy for them to avoid the systemic 
problems that have arisen from the credit crunch and the associated 
total collapse of confi dence. 

Islamic fi nancial institutions live and breathe the same air, they deal 
with similar assets, and they look to the conventional system for 
liquidity, benchmarks and a general level of co-operation. The Islamic 
fi nancial industry also has its own structural issues that stem from the 
lack of a broad universe of Shariah compliant investment products 
and the resulting overconcentration in certain asset classes, such as 
regional private equity in the Middle East and real estate more widely.

However, it is one thing when a consumer worries about whether 
the “Chief Cashier” will perform his promise, it is quite another 
problem when banks themselves have stopped trusting one another. 
In this scenario, it is diffi cult to talk easily about solutions; recent 
governmental initiatives demonstrate that there is no single measure 
that can restore a sense of equilibrium on its own.

Whether any sort of meaningful recovery is going to take 10 months 
or 10 years, there are themes that can be identifi ed and messages 
that can be delivered to help the recovery process. It is perhaps in 
this context that Islamic fi nancial methods have a role to play. Various 
institutions within the Islamic fi nancial community are studying the 
credit crisis to try and learn from its problems; it will be interesting to 
hear further from them when they start publishing conclusions.

In the meantime, for those Islamic fi nanciers working for institutions 
which feel that they have weathered the storms in reasonably good 
shape and perhaps have an appetite to invest in the New Year, they 
will fi nd themselves swimming in dangerous waters. There is little 
doubt that investment opportunities will arise but identifying the right 
opportunities and delivering appropriate returns for the risks involved 
will probably be harder than it has ever been in the past.

Our experience of the past few months also suggests that there will be 
many investment opportunities premised on a deep misunderstanding 
of what Islamic fi nance principles require. As a consequence, it will 
be incumbent upon fi nanciers, their advisers and Shariah scholars to 
avoid the threats and risks inherent in such an unsettled market.

It is the core principles of Islamic fi nance as a methodology that must 
be observed. The best way for Islamic fi nanciers to infl uence global 
fi nancial markets is to lead by example. In its so far short life as a 
modern fi nancial phenomenon, Islamic fi nance could now be at a 
watershed. How it chooses to grasp this opportunity could have a 
profound effect on the future shape of the industry because mistakes 
made now will resonate for a long time.

So what does this mean for the future of Islamic fi nance? As a 
transactional lawyer, my focus has always been on fi nding practical 
solutions to facilitate new business. The following is intended to be 
some practical thoughts on what considerations should guide the 
analysis of new business propositions:

Fundamental values: Islamic fi nance is about more than just making 
a profi t; it is also concerned with a deeper norm-based behavioral 
message. For example, whilst there are detailed rules about the 
acceptable parameters for a Shariah compliant equity investment, 
every investment proposition should be tested against whether it really 
delivers on the maqasid al Shariah test.

Genuine commercial activities: At its core, Islamic fi nance is concerned 
with the deployment of capital in genuine commercial activities that will 
benefi t the community as a whole. Prophet Mohammed was a trader 
and the Quran exhorts the distribution of wealth through undertaking 
genuine trade and business. Islamic fi nancial techniques, soundly 

Life in a Post Credit Crunch World:
Threats or Opportunities for Islamic fi nance?

By Neil D Miller
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applied and properly executed, create a much closer nexus between 
the asset, the customer and the fi nancier. 

This means that all of the parties should be much more closely 
interested in the outcome of the underlying transaction and this will 
be important going forward. One of the most important lessons to be 
learnt from the present credit crisis is that the fi nancial sector became 
too far removed from the real world economy and that gap needs to 
be narrowed.

Understand the business or the assets: Too much so-called investment 
has not involved a deep understanding of the businesses or the assets 
that have been acquired. It has instead been undertaken on the basis 
of asset prices and a working assumption that prices only moved in 
one direction. The most basic of all risk factors was ignored. 

Future opportunities must focus on the business proposition and the 
people who will execute it. Islamic principles do concern themselves 
with the education and development of the person and these “soft” 
factors will become more important as the world starts to adjust. 
Banking (Islamic and conventional) needs to become more customer-
centric and people-focused; it will not just be about the numbers.

Think about the social function of banks: If banks and other 
fi nancial institutions are to provide the intermediation and exchange 
functions needed for day-to-day trading activities; are to facilitate the 
development of society by the supply of capital; or are to provide the 
long term savings and retirement products society needs, they must 
be run on time horizons that are not solely based on annual executive 
bonus payments or shareholder dividends. This is probably an 
argument that fi nancial institutions should look at much more closely 
in their corporate social responsibility obligations and whether they 
are responsibly delivering on them.

Work within an institutional framework: I have written elsewhere 
that the likely recession has come too soon for the Islamic fi nancial 
community. In saying this I am seeking to explain that the relative 
youth of the industry means it does not have all of the institutional 
bodies it needs to help deliver consistent regulatory, tax and legal 
outcomes in all of the jurisdictions where it seeks to operate. As we 
move towards a world where a new (or signifi cantly adapted) regulatory 
model is inevitable, there must be a concerted effort to ensure that 
any future developments in the regulatory model (as well as the tax 
and legal frameworks) will facilitate Islamic modes of fi nance.

Improve cooperation: There is growing recognition that the industry 
needs to fi nd a way of cooperating together if it is to fi nd the solutions 
that are needed to resolve the uncertainties, such as those presently 
found in the Sukuk market. In the past, Islamic fi nancial institutions 

and the windows of western banks have not easily cooperated in the 
development of the market. 

Secrecy and the desire to get a “six month window” on the opposition 
is not going to provide the macro-solutions that are needed to 
reinvigorate the Sukuk product in time for when the capital markets 
eventually reopen. Fortunately, several practitioner-led initiatives are 
commencing and some scholars are making statements about the way 
forward that give some cause to be optimistic that this will happen. 
These sorts of initiatives are to be encouraged although they must be 
as transparent and wide reaching as possible.

Increase scale: Recent events demonstrate that size is not everything 
when it comes to assessing the performance of fi nancial institutions. 
However, it remains the case that Islamic fi nancial institutions are 
generally recognized as being too small when their balance sheets 
and transaction execution capabilities are assessed against many of 
their modern corporate customers. There is a case for encouraging a 
move towards increasing the scale of some wholesale Islamic banking 
operations to enable them to better compete on a global stage.

Maintain the difference: Arguably, the biggest danger Islamic 
fi nance faces as it continues to develop is that it fails to “maintain 
the difference”. As a law fi rm that is very often at the leading edge 
of product evolution, we know how easy it is to get absorbed in trying 
to facilitate the next best investment product. However, it is crucial 
that Islamic fi nance practitioners and scholars retain a degree of 
objectivity. There are three competing tensions as new products are 
devised. They are fi rst to comply with the Shariah, secondly to mirror 
similar conventional product cash fl ows or performance characteristics 
and thirdly, to ensure the end product works in the (often secular) legal 
environment in which it is being used. 

Too often it is the second of these elements that prevails, whereas 
it should be the fi rst and third that are the determinant factors. This 
equation is a diffi cult one to balance because the second factor may 
also be customer-driven, although too often it seems process-driven 
and where that is the case, it should probably not be allowed to 
prevail.

The credit crisis and the response of the fi nancial community to it 
will undoubtedly provide Islamic fi nancial institutions with numerous 
opportunities to diversify existing portfolios and lead by example. In 
doing so, they must not forget the fundamental precepts which should 
govern their modus operandi and they must ensure that the distinct 
character which makes Islamic fi nancing different from conventional 
banking is preserved.

If they can do this, the current diffi cult times will allow them to play an 
important role in the “realignment of the global economy” predicted by 
the likes of George Soros at the start of 2008.

Life in a Post Credit Crunch World: Threats or Opportunities for Islamic fi nance? (continued)

Neil D Miller
Partner & Global Head of Islamic Finance
Norton Rose LLP
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At the second Islamic Finance and Trade Conference held on the 28th 
and 29th October 2008 in London, strong calls were made for radically 
reshaping the world’s fi nancial architecture, both by Muslims and non-
Muslims. Anne Pettifor, executive director of Advocacy International, 
a consulting fi rm that works with low income country governments 
and organizations to promote positive development, investment and 
environmental sustainability, demanded that conventional bankers 
follow Islamic fi nancial ethics and prohibit interest. Five years ago, 
Pettifor argued that “the next seismic debt crisis would be in America, 
not Argentina.”

Islamic economics emphasizes the importance of distribution of wealth. 
In sharp contrast, our fi nancial system with banks at the epicenter, 
promotes hoarding of wealth. Even Islamic banks offer products that 
are shaped around their conventional banking counterparts. Assets 
and liabilities are priced off the yield curve and remain dependent on 
the term structure of interest rates.

This paper proposes an alternative framework for Islamic fi nance that 
strives to move from Shariah compliant to Shariah-based. The model 
proposed herein, which better resembles fund management, suggests 
that an investment fund can be launched for every business a bank 
extends credit in, albeit on an equity participation basis.

A fund structure provides the fund manager with more fl exibility with 
respect to asset liability management. That is, unlike a bank treasurer 
who is continuously plagued with maturity mismatches between 
short-term liabilities and long-term assets, a fund manager has more 
freedom to deploy capital in lucrative investments without nearly the 
same level of concern for liquidity or redemption.

This is simply because fund investors recognize that their capital is at 
risk and acknowledge that their investment horizon needs to be long-
term. Naturally, no fund manager can expect to increase assets under 
management or even remain afl oat for that matter without generating 
profi ts consistently.

Some Mudarabah or equity participation fund structures which can be 
used in place of traditional bank lending are described below. In this 
model, the fund manager acts as Mudarib and investors providing cap-
ital are Rab al maal. The Mudarib earns a management fee as a per-
centage of the profi ts (for example, 10%) of the Mudarabah. All profi ts 
are distributed to investors. However, administrative expenses related 
to setting up or operating the fund can be charged to investors.

Trade fi nancing fund
Import partnership
The trade fi nancing fund enters into partnership agreements as the 
capital partner with entrepreneurs or companies to import goods 
for resale in the domestic market. The focus can be in industries 
and product segments that demonstrate high profi tability and rapid 
inventory turnover.

Agriculture partnership
In view of the size and predominance of the agriculture sector in the 
Muslim world, it is only natural to address the Islamic fi nancing needs 
of agribusinesses. The fund can enter into partnerships as the capital 

partner with large and small farmers to fi nance the production of 
crops, farming equipment and livestock.
 
Agriculture Salam contracts
The trading fund can make two-way markets in agricultural Salam 
contracts, selling Salam contracts to end-users and buying Salam 
contracts from producers. Profi ts will be distributed to the fund’s 
investors on a monthly basis after administrative costs have been 
deducted.

Consumer fi nancing fund
House fi nance facility
The consumer fi nancing fund can enter into 10-, 15- or 20-year co-
ownership agreements using diminishing Musharakah mode of 
Islamic fi nance with property buyers as a method for providing Shariah 
compliant property fi nancing to the consumer sector. This fund would 
also address the pressing need for income oriented investment 
vehicles for Islamic investors.

Car fi nance facility
The fund can penetrate the consumer car fi nance market by entering 
into Salam contracts with leading automobile manufacturers for the 
advance purchase of fl eets to be sold through dealers on a deferred 
payment basis. Manufacturers will have an incentive to enter into 
these types of agreements with the fund because they will receive 
payment in advance. 

Using this leverage, the fund will negotiate a better price for purchasing 
the goods in bulk. The price benefi t will then be transferred to dealers 
in the form of a sales commission in order to give them incentive to 
offer their clients the fund’s deferred payment plan. The deferred 
payment plan will also be available through other distribution outlets.

Durable goods fi nance facility
The fund can capture market share in the consumer durable goods 
fi nance sector by entering into Istisna contracts with electronics and 
home appliance manufacturers for the purchase of goods to be sold 
through retail outlets on a deferred payment basis. 

Manufacturers will have an incentive to enter into these types 
of agreements with the fund because they will receive payment 
immediately upon completion of the consigned goods.

Using this leverage, the fund can negotiate a better price for purchasing 
the goods in bulk. The price benefi t will then be transferred to dealers 

An Alternative Approach to Islamic Finance
By Imran Iqbal Janjua
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in the form of a sales commission in order to give them an incentive 
to offer the fund’s deferred payment plan to their clients. The deferred 
payment plan can also be made available to consumers through other 
distribution outlets.
 

Venture capital funds
Education venture capital fund
The education fund can enter into partnerships as the capital partner 
with educationists who have extensive administrative experience in 
establishing and operating profi table school systems. 

A diminishing Musharakah structure can be employed over a fi ve-year 
period to recover the fund’s investment and pass on ownership to the 
educationist-entrepreneurs.

Islamic microenterprise fund
The Islamic microenterprise fund can enter into partnerships as the 
capital partner with the poorest of the poor in rural areas of developing 
Muslim countries. Grameen Bank’s replicable model can be adopted, 
albeit on a partnership basis.

Real estate fund
Islamic real estate investment fund
The Islamic real estate investment fund can invest in prime properties 
such as offi ce buildings, residential complexes and shopping malls in 
both Muslim and non-Muslim countries in order to earn monthly rental 
income for the fund’s investors.

The fund will also seek capital appreciation by entering into partnership 
agreements with leading property developers to fi nance selected 
development projects throughout the Muslim world.

Commodity trading fund
The commodity trading fund can take short-term strategic proprietary 
trading positions in major and liquid exotic currencies, metals and 
energies based on an analysis of global economic and political 
developments, commercial supply and demand, as well as international 
reserves and capital fl ows. Fund profi ts can be distributed to investors 
on a quarterly basis.

The banking community may be quick to point out the failure of 
Mudarabah funds in Pakistan. Mudarabah funds were envisioned to 
adopt a model similar to the one prescribed herein. However, former 

bankers, when entrusted with this responsibility, were unable to think 
outside the realm of banking. Nor did Pakistani laws allow funds to 
purchase real assets.

Portfolio management, asset allocation, diversifi cation and 
concentration whether in the context of exchange listed securities or 
private equity were not frequently used concepts, much less strategies 
at the time.

The model for Islamic fi nance proposed herein is unquestionably 
more operationally intensive than conventional banking. It requires 
fund managers to develop a strong understanding of the industries 
they allocate funds to, much like sector analysts; it requires that they 
serve on boards of companies they partner with, much like venture 
capitalists; it requires due diligence, monitoring, risk management 
and auditing either directly or through third party consultants.

The fund manager will have to negotiate profi t sharing ratios with 
businesses and entrepreneurs, which can be signifi cantly more mind-
grueling than agreeing on spreads over an inter-bank offered rate. 
Clearly, these requirements are much more onerous than extending 
credit based on collateral and/or creditworthiness.

However, the resources necessary for achieving this in an integrated 
fund model are readily available. For example, research analysts 
specializing in every industry (construction, autos, healthcare, 
technology and so on), who understand the nuts and bolts of their 
respective industries from the ground up, can be hired as employees 
or consultants.

The events of the last few months have revealed the frailty of fractional 
reserve banking. While governments in developed and emerging 
markets alike have taken action individually and in concert to restore 
faith in the banking system, they have used other people’s wealth to 
do so. The debt burden created in this process will have to be borne by 
future generations worldwide.

Considering that conventional banks have failed to live up to their 
reputation as icons of conservatism and wealth preservation, would 
it not be prudent for institutions engaged in Islamic fi nance to adopt 
an alternative model such as the one proposed herein, which on the 
surface may appear to be riskier than its conventional counterpart 
because of its partnership structure but, when executed with proper 
due diligence and risk management, may offer signifi cantly better risk-
adjusted returns.

The fund model for Islamic fi nance proposed herein eliminates many of 
the excesses for which Wall Street is widely criticized. Fund managers 
are rewarded for performance only and cannot rely on fees from assets 
under management to remain afl oat. 

Entrepreneurs are no longer burdened with debt if their business 
or invention fails. From the investor’s perspective, the worst-case 
scenario involves the loss of his original risk capital, not an amount 
two or three times that. Profi t or loss, wealth will have been distributed 
equitably. 

An Alternative Approach to Islamic Finance (continued)
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Islamic banks tend to be more exposed to property risks: Is this 
excessive, given current market conditions? A crash in the real 
estate market may be more damaging for GCC fi nancial institutions, 
especially Shariah compliant ones. That said, property markets do 
not behave like stock markets. More sensitive politically, especially 
in small Muslim countries where family homes have a very profound 
social value, we assume that the Gulf property markets are likely to 
be managed by their respective governments.

However, in order to gain a better grasp of relevant orders of magnitude, 
we have run several scenarios. One simple conclusion of these is 
that a 50% decline in GCC property prices, along with the associated 
economic slowdown, would consume between 10% and 50% of banks’ 
equity, with Islamic banks generally standing at the upper end of this 
bucket. It would take on average one to two years of record profi ts to 
absorb such a shock.

Most banks would survive a property crash. Some of the smaller 
fi nancial institutions would fall below investment grade but would 
probably be saved by governments or government-related entities 
or other fi nancial institutions eager to grow externally at a cheaper 
price. However, it would be a confi dence shock to Islamic bankers if a 
Shariah compliant institution were to fail.

In order to have a more complete picture of Gulf banks’ direct exposures 
to the property market, please refer to Tables 1 and 2 below. What 
Table 2 shows is that the proportion of real estate lending in total 
lending in the GCC was 13% overall at year-end 2007; in Saudi Arabia 
it was 7.1%, which is far below average. In terms of ranking, only Omani 
banks are less exposed to the property market than Saudi banks; in all 
other four GCC countries, banks are more exposed to the real estate 
market than in Saudi Arabia.

Table 1: % of Real Estate and Construction Exposures in Lending Portfolios 
(2001-2007) 

% KUWAIT QATAR KSA OMAN UAE BAHRAIN 

2001 23.3% 3.2% 8.9% 7.1% 14.6% 9.4% 

2002 23.7% 3.6% 9.2% 6.9% 14.2% 8.8% 

2003 23.0% 7.6% 8.4% 6.5% 11.9% 7.5% 

2004 25.3% 11.6% 6.7% 6.4% 11.0% 6.9% 

2005 26.8% 13.7% 6.9% 6.6% 10.6% 9.6% 

2006 28.0% 15.4% 7.5% 5.8% 10.1% 12.1% 

2007 30.1% 17.0% 7.1% 5.8% 11.1% 18.8%

In terms of trends, as shown in Table 1, Saudi banks’ exposures to 
property in their lending books has been stable in the 7%-9% bucket; 
in Kuwait, Qatar and Bahrain, lending for real estate and construction 
purposes has increased sharply; in Oman and in the UAE, it has slightly 
declined in proportion. Overall, this means that direct real estate risk 
for banks in Saudi Arabia is on the lower side compared to most GCC 
countries, Oman being the safest.

In the GCC overall, Islamic banks tend to have higher direct and indirect 
exposures to the property market than their conventional peers. Real 
estate fi nancing and investments are one of Islamic banks’ preferred 
habitats. 

However, some disparities remain from one country to another. Islamic 
banks in Saudi Arabia, for instance, have only a marginally higher 
appetite for property exposures than non-Islamic Saudi banks. Even 
when adjusted for indirect exposures to properties, the proportion of 
real estate exposures to total lending portfolios, assets or equity is not 
excessive.

Conversely, in Dubai, which is no more an oil economy, real estate has 
been one of the main drivers of economic growth. Therefore, it is only 
natural that their exposures to domestic and regional properties be 
higher than average. It is in Dubai, and the UAE at large, where real 
estate risks are the highest for fi nancial institutions, especially Islamic 
ones. However, it is also there where all Islamic banks are sponsored 
if not controlled by their respective regional governments.

Both large exposures to property risks and government support are 
factored into our ratings. We expect that in the UAE drops in fi xed 
assets’ value will not happen imminently but after a time lag of three 
to six months. 

The drop is expected to fi rst start hitting the off-plan properties. It 
appears that high-end properties prices are currently softening and that 
prices of middle- to lower-end properties are rising (with more demand 
chasing affordable accommodation in the current environment).

Effi ciency ratios of property-biased fi nancial institutions such as 
Islamic banks will likely deteriorate as expenses continue to increase 
(in the wake of still high infl ation), and operating income is due to slow 
or maybe fall for some banks. Mortgage lending has slowed down 
sharply since the summer, and LTV loan-to-value) ratios have fallen 
signifi cantly to below 80%.

Gulf Islamic Banks Resilient amid Global Credit Woes
By Moody’s Investors Services

Table 2: % of Sector Exposures in Lending Portfolios (YE2007) 

% KUWAIT QATAR KSA OMAN UAE BAHRAIN GCC 

Real estate and construction 30.1% 17.0% 7.1% 5.8% 11.1% 18.8% 13.1% 

Retail and personal loans 33.6% 30.0% 33.0% 39.9% 25.2% 35.7% 30.2% 

Trade and commerce 9.0% 11.0% 20.9% 11.9% 16.8% 17.6% 16.4% 

Industry 5.1% 2.2% 10.5% 18.4% 8.5% 10.4% 8.5% 

Non-bank fi nancial institutions 11.4% 6.7% 10.5% 4.3% 5.2% 4.1% 7.8% 

All other lending 10.8% 33.2% 18.0% 19.8% 33.3% 13.4% 24.0% 

TOTAL 100% 100% 100% 100% 100% 100% 100% 

continued...
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There are several reasons why Saudi banks in general — and Islamic 
ones are no exception — would be less vulnerable to a real estate shock. 
First is regulation: The Saudi Arabian Monetary Agency (SAMA) tends 
to cap exposures to given sectors, especially properties, and monitors 
such exposures with care. Second is the absence of a mortgage law, 
which signifi cantly constrains banks’ appetite for fi nancing residential 
and commercial properties on a wide scale.

Third, Saudi Arabia is a vast country that results in more natural 
diversifi cation in the property sector than some smaller neighboring 
countries. Fourth, there has been comparatively less pressure on the 
Saudi property market than in some other MENA countries, as a result 
of less speculation, less volatile pricing and more genuine demand 
for both houses and commercial properties, driven by demographics 
more than by investors’ sentiment.

Islamic banks have always displayed funding imbalances, but this has 
worsened as the crisis reaches its peak. Until recently, Islamic banks 
were focusing on longer term liabilities, raising the money through 
longer term Sukuk. This was because they needed to have access to 
longer term fi nancing in order to match the lengthening of their assets’ 
maturities (in line with good asset liability management practices).

However, since the third quarter of 2007, the Sukuk market has dried 
up. Spreads went through the roof across the rating spectrum, and it 
is now unaffordable to issue Islamic bonds. Most of them have been 
postponed indefi nitely. 

As a result, Islamic banks have had to curb longer term lending. As 
much as Islamic banks do not operate in isolation, the Sukuk market is 
not isolated from the rest of the credit universe. It relies on credit risk, 
perception of systemic risks and liquidity. All these components have 
deteriorated, sending spreads up.

After expanding robustly in 2007, the Sukuk market has been 
experiencing a marked slowdown in issuance this year, with widening 
spreads fuelled by factors such as increased liquidity risk, concerns 
about its compliance with Islamic law and the increased perception 
that Gulf countries are not immune from the global credit crunch and 
heightened systemic risks.

The Sukuk market is not stagnating but growing at a slower pace 
compared to 2007, when the amount of Sukuk issued totaled US$47 
billion. That brought the amount outstanding in the market to almost 
US$100 billion. So far in 2008, issuance is at about US$20 billion, 
and we do not expect this number to change very much by the end of 
this year.

A 40% decrease in issuances, in contrast to a 90% increase last year, is 
the signal of a clear and obvious slowdown. On the price side, spreads 
on Sukuk appear to have widened more compared to conventional 
bonds in the same rating category. This means that the values of 
traded Sukuk have dropped more in relative terms than equivalent 
conventional bonds.

In order to understand some of the reasons for the widening in Sukuk 
spreads, one must bear in mind that spreads are a measure not only 
of credit and systemic risks but also of liquidity risk. When liquidity 
dries up — as it has during the fi nancial turmoil — investors retreat into 
safer asset classes such as US Treasuries, with illiquid assets being 

the fi rst hit. The Sukuk market is not a liquid market and therefore it 
has been penalized because of its lack of liquidity.

In addition, in February 2008, the Accounting and Auditing Organization 
for Islamic Financial Institutions’ Shariah Supervisory Board issued a 
fatwa stating that a majority of the Sukuk issued so far are Shariah 
compliant by form more than by substance. This has obviously cast 
some doubt on the genuine Shariah compliance of a number of 
structures in the market, forcing potential new issuers to review 
the manner in which they intend to issue Sukuk going forward, thus 
bringing even more delays in Sukuk issuances this year.

As a result, issuers (including Islamic banks) are beginning to move 
from asset-based Sukuk to more asset-backed Sukuk. In this, they 
are making the move from unsecured Islamic bond issuances to more 
securitized assets. This has probably contributed to the value of the 
Sukuk outstanding falling while the spreads rose. However, this has 
most likely been just one of several factors damaging Sukuk values.

There is an increasing general perception that the GCC nations are no 
longer immune from the global credit woes, being connected to the 
global economy through oil exports. The drop in oil prices has limited 
the fi nancial fl exibility of GCC governments to increase spending, as 
they have set their budgets on the assumption that oil prices would 
remain in the US$50-US$70 range, and is obviously refl ected in the 
Sukuk as well as conventional bond markets. 

With issuance volume falling, diffi culties in securitizing assets and 
spreads widening, issuers have been very reluctant to go the Sukuk 
route at a time when investors are even unwilling to buy low investment 
grade assets, let alone non-investment grade paper.

The appetite for Sukuk is still there from the issuer perspective because 
there is a true need for long term fi nancing, especially from banks. 
However, market conditions are not suffi ciently appealing for issuers 
— particularly banks — to issue Sukuk at present, making banks less 
inclined to fund long term projects.

This trend is completely countercyclical at a time when the Gulf 
economy needs physical capital and infrastructure, in the form of 
hospitals, ports, roads, transportation networks, houses, commercial 
properties, airports, universities and schools ... and also needs to 
invest in oil, gas and petrochemical facilities. 

Fortunately, the impact of reduced credit from and to banks has been 
limited by sovereign wealth funds and governments, which are now 
providing support to the fi nancial sector in the form of deposits, short 
term liquidity and even capital.

In particular, they are taking stakes in banks while also investing 
monies in their own economies. These actions can be interpreted 
as sovereign wealth funds substituting themselves for the banking 
systems in the region, which are not at this stage in the most favorable 
position to optimally fi nance their own economies. This applies equally 
to Islamic banks.

Gulf Islamic Banks Resilient amid Global Credit Woes (continued)

This is the fi nal part of a two-part article and is an excerpt from 
Moody’s Global Banking Special Comment of the same title 
authored by vice president/senior credit offi cer Anouar Hassoune. 
The fi rst part was published last week.
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While some Islamic fi nancial institutions in the Middle East are 
under pressure due to the credit crunch, those in the UK are growing, 
recording an increasing number of customers as non-Muslims begin 
to view Islamic fi nance as a viable alternative. “Business is very much 
unity and is building up. The corporate, wholesale and retail markets 
are optimistic about the future of Islamic fi nance in the UK. 

European Islamic Investment Bank is moving into private equity while 
European Finance House has been receiving strong support and 
been active in the real estate market. BLME (Bank of London and 
Middle East)  has been successful in building assets and developing 
corporates and asset-based businesses,” said Gatehouse Bank 
chairman Richard Thomas.

The four Islamic fi nancial institutions in the UK focus on different 
areas of Islamic fi nance and have different business models. They are 
working very hard to grow and also to capture the non-Muslim market 
as well. 

The UK has a Muslim population of almost two million. “People from 
every level, from the government to the man on the street, are now 
taking the trouble to understand Islamic fi nance.” he told Islamic 
Finance news.

Islamic Bank of Britain (IBB), the oldest Islamic bank in the UK and the 
country’s only standalone retail bank, is striving to build the franchise 
and retail market and has been achieving success. IBB commercial 
director  Sultan Choudhury said: “IBB’s core business will always be 
Muslims but the number of non-Muslims is really picking up.”

IBB, which commenced its banking operations and was listed on the 
Alternative Investment Market of the London Stock Exchange (LSE) on 
the 12th October 2004, saw a 5.5% growth in customers for its fi rst half 
ended the 30th June 2008 compared to the previous corresponding 
period. It also recorded an increase of 7.2% in deposits and a 13.3% 
growth in customer fi nancing for the same period.

Thomas said Gatehouse Bank, which is wholesale-focused, is 
progressing well with increasing interest from the corporates. “We are 
very cooperative as we have a slightly different business model. This 
makes it easy for us to work together on standardization or approach 
the government on policy, all in a different way. Each bank is making a 
lot of progress,” he added.

Gatehouse Bank, which started operations in April, has launched 
products in institutional wealth management, capital market and 
commercial fi nancing for Muslim or conventional corporates, 
syndicated fi nancing and Sukuk. 

“We have four unique products and the usual product structures such 
as Murabahah and Mudarabah. We also have some unique products 
in the treasury and capital market which are in the launching process,” 
said he added.

Principal Insurance, the UK’s and Western Europe’s fi rst Takaful fi rm 
launched in May, has been progressing well. It has introduced Salaam 
Halal, the fi rst Shariah compliant insurance in Europe, providing 

Britain’s Muslims with the opportunity of insuring their cars or houses 
in a Shariah compliant manner.

Salaam Halal CEO Bradley Brandon-Cross said: “Enquiries are very, 
very strong. Sales are also growing well now. We are very pleased with 
the level of enquiries and consumers and the way sales are going up. 
We are getting a good level of penetration both at the call center and 
over our website.” Salaam Halal launched its fi rst product, Takaful for 
motor, in July and will introduce home Takaful to the market in the 
second quarter of next year. He said the company is also working on a 
commercial Takaful policy for small businesses and hopes to launch it 
next year. There are about 140,000 small businesses in the UK.

“We are not affected by the current fi nancial crisis at the moment. We 
are doing well and we are on target. In our plan for next year, we plan 
to ride on between GBP20 (US$30) and GBP25 (US$37) premiums 
next year,”  he said.

In a roundtable discussion organized and hosted by UK Trade & 
Investment at the 15th World Islamic Banking Conference in Bahrain 
recently, BLME CEO  Humphrey Percy said: “Despite the rough times, 
BLME is experiencing growth and is winning business, particularly 
from those who traditionally used conventional fi nance, who are now 
looking into Islamic fi nance as an alternative source of funding.”

According to Khalifa Al Harmasi Al Hajeri, head of HSBC Amanah in 
Bahrain, “There is a two-way relationship with the UK. There are more 
than half a million high net worth individuals from the GCC that trade 
with the UK, and we are dealing with more cash fl ows that come in and 
go back, so basically it’s a long-outstanding relationship”.

KPMG director of Islamic fi nance Darshan Bijur at noted: “Three years 
ago, it was very diffi cult to convince conventional borrowers in the UK 
to consider using Shariah compliant fi nancing. Now, in the last month 
I have had conversations with 10 UK companies which are keen to 
explore it. This gathering trend, I believe, will lead to the move of 
Islamic fi nance from niche to mainstream.”

The UK government has been supporting Islamic fi nance for years and 
wants to make London an Islamic fi nancial hub. “The government has 
been able to do a few things for many, many years rather than making 
one sudden announcement . It has been able to do small things step 
by step, year after year which has built confi dence in organizations to 
come to London where the government is behind them for the long 
term and not just make a short term fashionable statement,” Thomas 
said.

However, bankers in London were disappointed by the recent 
announcement by Chancellor of the Exchequer Alistair Darling in the 
pre-budget report that the UK Treasury will not be issuing a debut 
sovereign Sukuk in the wholesale sterling market at present.

“The Islamic fi nance industry in the UK as a whole is disappointed and 
we hope that the matter will be reconsidered when market conditions 
improve. We feel optimistic because so far the UK government and  
the FSA have been acting encouragingly and cooperatively with Islamic 
fi nance institutions ,” Choudhury added.

Islamic Finance is Building up in UK Amid Downturn
By Islamic Finance news
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The commodity Murabahah is the instrument most commonly used 
by Islamic fi nancial institutions to provide short-term interbank 
liquidity. A commodity Murabahah is like the basic Murabahah 
transaction, a deferred payment sale or installment credit sale and 
uses a commodity, usually a base metal, as the underlying asset for 
the transaction. In its most basic form, this transaction involves two 
banks, one as the buyer of a commodity and one as the seller as can 
be seen in Figure 1.

Figure 1: Simple Commodity Murabahah structure

In a Murabahah transaction, the price of the commodity, mark-up, 
delivery date and repayment date are agreed up front. The intention of 
this transaction is to replicate conventional money market transactions 
(such as the interbank market), and the banks do not typically hold the 
underlying commodity nor have a requirement for it. The metals are 
purchased and sold solely to facilitate interbank liquidity in accordance 
with Shariah principles.

Two types of commodity Murabahah transactions occur, deposit given 
and deposit taken, each of which are reviewed in more detail in the 
sections below. 

Due to the fact that commodity Murabahah transactions are fi xed 
rate, they are typically short term with a maximum term of one year. 
In addition to commodity Murabahah, interbank liquidity is sometimes 
provided using a Tawarruq transaction. All these transaction types are 
executed using a commodity as the underlying asset.

The criteria for commodity to be considered suitable are that it should 
be non-perishable, freely available and can be uniquely identifi ed. 
Any commodities that were originally used as a means of exchange 
or money — such as gold, silver, barley, dates, wheat and salt — are 
not acceptable. 

The majority of commodity Murabahah and Tawarruq transactions 
use London Metal Exchange (LME) base metals as an asset since 
they meet all criteria for a commodity and are easily identifi able via 
warrants.

In comparison to conventional deposits, commodity Murabahah and 
Tawarruq transactions attract an additional cost associated with the 
purchase and sale of the warrants which could be dependent on 
volume and contract size.

For longer dated contracts, this is not necessarily an issue as the 
additional cost is spread over a longer period. However, it does 
signifi cantly increase the price of shorter dated deposits.

Deposit given
The aim of the commodity Murabahah is for the Islamic bank to provide 
a deposit to its counterparty to generate a return. The process fl ow is 
as in Figure 2.

In this structure, the following actions take place:
• Counterparty buys warrants from Islamic bank. The counterparty 

accepts the offer from the Islamic bank to purchase warrants 
on a deferred payment basis, where the mark-up and the 
repayment date are pre-agreed.

• Ownership of warrants transfers to counterparty. The counter-
party is now the owner of the warrants but does not make a 
payment until a later date.

• Counterparty requests Islamic bank to sell warrants on its be-
half. The Islamic bank now acts as an agent to sell the war-
rants at spot to another buyer. Alternatively, the counterparty 
could sell the warrants in the open market. Ownership of the 
warrants transfers to the end buyer.

• Payment from end buyer to counterparty. Whether the 
counterparty requests the Islamic bank to sell the warrants 

Application of Islamic Products in Treasury
By Dr Natalie Schoon, CFA
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Figure 2: Commodity Murabahah — deposit given
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Tawarruq transactions attract an 
additional cost associated with 
the purchase and sale of the 
warrants”
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on its behalf or arrange to sell to a third party by itself, the 
counterparty will be paid the spot counter value of the 
warrants.

• Payment from counterparty to Islamic bank. This payment 
takes place at a pre-agreed time in the future and consists of 
the principal of the original purchase plus a pre-agreed mark-
up.

The net result of the above movements of warrants and cash is that 
the counterparty now holds an amount of money against an offsetting 
payment to the Islamic bank for a pre-agreed principal plus a mark-up 
at a pre-agreed future date, thus creating a synthetic deposit. 

It is important to note that each of the steps has to take place in the 
correct sequence and that the ownership of the warrants will have to 
transfer from one party to the next before the next action can take 
place. The fl ow of cash and warrants in a commodity Murabahah is as 
in Figure 3.

Figure 3: Commodity Murabahah — cash and warrant fl ow

In steps 1 to 3 the Islamic bank buys the warrants as a principal and 
subsequently sells them to the client on a deferred payment basis. The 
client now owns the warrants and requests the Islamic bank to act as an 
agent on his behalf to sell the warrants in the spot market. 

The Islamic bank arranges for the sale to a metal broker, resulting in a 
synthetic interbank deposit placed by the Islamic bank with the client.

Deposit taken
The aim of a reverse commodity Murabahah is for the Islamic bank 
to take a deposit from the client and repay it at a pre-agreed time 
including a mark-up. The process fl ow is as in Figure 4.

In this structure, the following actions take place:
• Islamic bank buys warrants as agent on behalf of counterparty. 

The counterparty accepts the offer from the Islamic bank to 
purchase warrants on its behalf.

• Ownership of warrants transfers to counterparty from the 
current owner via the Islamic bank. The counterparty is now 
the owner of the warrants and pays for them at spot.

• Counterparty offers to sell warrants to the Islamic bank. The 
counterparty is now the owner of the warrants and offers to sell 
them to the Islamic bank against deferred payment. Ownership 
of the warrants transfers to the Islamic bank.

• Islamic bank sells warrants to end buyer against spot payment. 
The Islamic bank sells the warrants to an end buyer and 
receives the counter value at spot.

• Payment from the Islamic bank to counterparty. This payment 
takes place at a pre-agreed time in the future and consists of the 
principal of the original purchase plus a pre-agreed mark-up.

The net result of the above movements of warrants and cash is that 
the Islamic bank now holds an amount of money against an offsetting 
payment to the counterparty for a pre-agreed principal plus mark-up 
at a pre-agreed future date, thus creating a synthetic deposit taken by 
the Islamic bank. 

Application of Islamic Products in Treasury (continued)
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Figure 4: Reverse Commodity Murabahah — deposit taken
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As with deposit given, it is important to note that each of the steps has 
to take place in the correct sequence and that the ownership of the 
warrants will have to transfer from one party to the next before the next 
action can take place. 

The fl ow of cash and warrants in a reverse commodity Murabahah is 
as in Figure 5.
 

Figure 5: Reverse Commodity Murabahah — cash and warrant fl ow

In steps 1 to 4 the Islamic bank is acting as an agent on behalf of the 
client. The client now owns the warrants and sells them to the Islamic 
bank on a principal to principal basis, against a deferred payment of 
the principal plus a mark-up.

The Islamic bank, as the owner of the warrants, subsequently sells 
them to a metal broker against spot payment, resulting in a synthetic 
interbank deposit placed by the client with the Islamic bank.

Variation on commodity Murabahah
Like commodity Murabahah, Tawarruq is a commodity-based 
transaction for interbank liquidity purposes. The Tawarruq has, 
however, some Shariah issues associated with it. 

The main Shariah issue with Tawarruq transactions is related to 
the fact that the intention behind the purchase of the commodity is 
not to own and use the commodity. Instead, the commodity is sold 
instantaneously in order to obtain the required funds. 

Historically, although the minority of the schools of thought in Islamic 
jurisprudence has rejected the Tawarruq for that reason, the majority 
has approved it subject to certain conditions such as an auditable 
ownership transfer of the commodity and separation of the purchase 
and sale arrangements.

Some banks that are using Tawarruq structures have, however, not 
adhered to these conditions, for example by combining the sale and 
purchase into a single transaction in which the bank buys from, and 
sells to, the same broker as an agent on behalf of the client. 

Due to the fact that sale, purchase and appointing the bank as agent 
are all happening in one schedule, it is almost impossible to see 

who owns the commodity at any point during the execution of the 
transaction.

Despite the differences of opinion among scholars, the Shariah 
council of the Accounting and Auditing Organization for Islamic 
Financial Institutions (AAOIFI) has approved Tawarruq and has issued 
a separate standard to regulate this instrument to ensure that it is 
Shariah compliant. 

Although Tawarruq may not be the most perfect instrument and has 
serious Shariah issues associated with it, it does serve a purpose 
when Value Added Tax (VAT), stamp duty or other taxation rules pose 
limitations on Islamic fi nance and the Tawarruq is more often than not 
the only feasible transaction type available. 

Graphically, the Tawarruq can be depicted as in Figure 6.

 

Figure 6: Tawarruq

Contrary to the commodity Murabahah, in which each of the steps has 
to take place in the correct sequence, and ownership of the warrants 
will have to transfer from one party to the next before the next action 
can take place, in a Tawarruq there is only one agreement in which 
both parties agree that the Islamic bank will sell the warrants to the 
client and simultaneously sells them on behalf of the client to a metal 
broker. 

Consequently, if the transaction falls through at any point, ownership 
of the asset is not clear.

Application of Islamic Products in Treasury (continued)
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Agency contract
Between Islamic banks, interbank liquidity can be managed using 
a Wakalah or agency contract. Under a Wakalah agreement a bank 
places funds with another bank for it to invest in suitable Shariah 
compliant projects. 

The structure is similar to the investment accounts for retail products 
and fund management structures and can be depicted as in Figure 
7. The Shariah compliant investments in the fi gure above can be 

any fi nancing the bank undertakes and can, for instance, include 
commodity Murabahah, Sukuk and leasing. 

The Wakalah contract is a trust contract whereby money can be placed 
with an Islamic institution which then pays a return based on the 
assets on its balance sheet. Wakalah contracts are more restricted in 
their application than commodity Murabahah transactions, since they 
can only be offered to other Islamic fi nancial institutions whose assets 
are all Shariah compliant.  

Application of Islamic Products in Treasury (continued)

Islamic Banking and Finance

The number of institutions offering Shariah 
compliant products is increasing globally, 
and so is the range of products. Shariah 
compliant fi nancial products are offered 
not only by Islamic banks but equally also 
by conventional banks using different 
distribution channels. The principles that 
form the basis of Islamic fi nance are not 
new and can be traced back through time 
to the profi t and loss sharing principles in 
the Code of Hammurabi in the 18th century 
BCE. Philosophers and theologians alike have debated the issues 
surrounding justness of exchange and the charging of interest.

The modern day history of Islamic fi nance starts in the early 1960s 
with a small mutual savings project in Egypt and has grown to a 
multibillion dollar industry in 2008 and is still going strong. Although 
it is too early to say whether Islamic fi nance will become mainstream, 
it certainly provides a viable alternative to other banking services. 
This book is providing a practitioner’s view of the development of 
Islamic fi nance, the underlying principles and transaction types.

Starting with a little bit of ancient history, the principles underlying 
Shariah and how Islamic fi nance fi ts in the overall history of fi nance 
is explored in detail, after which the individual transaction types 
are explained. After reviewing the theoretical background of the 
different transaction types and how banks bring these to market, 
their application in retail fi nance, treasury, corporate fi nance, private 
equity and asset management are described in further detail.

But there is more to Islamic banks than just the products and services 
they provide. Like conventional banks they inherently run risks as part 
of their operations. The book continues to explore how these risks 
compare and differ, and explains the different roles as well as the 
responsibilities of the Shariah supervisory board. The book further 
addresses additional regulatory issues, taxation, capital adequacy 
and bank valuation from an outsider’s perspective. Finishing with 
some ideas on what the future may have in store, it’s a well balanced 
and informative book, accessible to a wide audience.

http://www.spiramus.com/islamic_banking_and_fi nance.htm
Price: GBP120 (US$195)
Published by Spiramus Press (www.spiramus.com)
ISBN 978 1904905 11 0
Publication date: 15th December 2008

Figure 7: Two-tier Wakalah structure for liquidity management
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Kuala-Lumpur based ACR ReTakaful SEA, a wholly-owned subsidiary 
of the world’s largest reTakaful group, ACR ReTakaful Holdings which 
is located in Dubai, has charted an expansion plan in four countries 
— Malaysia, Indonesia, Bangladesh and Brunei. 

CEO Zainal Abidin M Noor, who sees tremendous growth opportunities 
for Takaful, is confi dent that the company can penetrate the four 
countries where Muslims make up the majority of the populations. 
While focusing on the four countries, the company has also laid longer 
term plans for other parts of Asia, he added.

“We are optimistic about the growth of Takaful. In countries we want to 
focus on, the rate of growth is still much better than for conventional 
insurance. We believe that there are opportunities for us. If you look at 
Malaysia, the growth rate has been rather fl at for general conventional 
business in the last couple of years, but for general Takaful the growth 
rate has been on average 20% per annum,” he told Islamic Finance 
news.

The insurance penetration rate for Takaful worldwide, even in the 
Muslim countries, is still very low. There are about 1.3 billion Muslims, 
making up 20% of the global population, indicating huge opportunities 
for Takaful. The global market value for Islamic insurance is expected 
to reach between US$10 billion and US$15 billion by 2016 if the 
current growth rate of 20% is maintained beyond the initial 3-5-year 
forecast.

“The Takaful market is currently thriving. As for the Far East, the market 
size of the Takaful business is currently estimated to be around US$1 
billion, with a growth rate of 20% per annum. Malaysia is currently the 
world’s largest Takaful market and the government plans to increase 
the Takaful market share to 20% of the country’s insurance sector 
by 2012 from the current 6.1%. The general reTakaful contribution in 
Malaysia is estimated at around US$100 million annually,” he said.

Zainal Abidin said the fi rm’s expansion plan is in sync with the scenario 
for the global Takaful market. ACR ReTakaful aims to penetrate Malaysia 
and Indonesia, with equal emphasis on non-proportional treaty 
reTakaful and facultative reTakaful. He noted that many professional 
reinsurers are not very active in facultative reTakaful. Therefore, he 
said, for the facultative business, the company will target the large and 
specialized risk (LSR) market.

The company, according to him, has been writing business from 
Indonesia and Brunei since it began operation in July this year but 
the volume of business in the two countries is still minimal. Plans for 
business expansion are underway for the two countries, he said.

For Indonesia, the company markets its products jointly with its 
counterpart in Singapore. “The Takaful market in Indonesia is still 
young but growing fast. A lot of companies are conducting their Takaful 
businesses through windows. The recently announced new capital 
requirement for Takaful operators is seen to be part of the authorities’ 
plan to consolidate and strengthen the industry,” he said.

Indonesia, the world’s most populous Muslim nation, has a relatively 
small Takaful market presently and is expected to experience soaring 
growth in its Islamic fi nancing market. “There is strong drive and 
commitment on the part of the authorities to grow the Takaful industry 
in Indonesia. We believe ACR ReTakaful SEA can contribute positively, 
step in and act as a catalyst for the growth and development of the 
Indonesian Islamic insurance market,” he said.

ACR ReTakaful SEA intends to begin its marketing in Bangladesh very 
soon, in time for the April renewal season of the Bangladesh general 
insurance industry. He noted that about 60 insurers operate in 
Bangladesh, including six Shariah compliant operators.

 In September this year, a law was passed under which insurers would 
have to choose operating as conventional insurance or Takaful operator 
within six months. The law, which separates the Islamic insurance 
business from conventional insurance, is a positive development 
which will spur the growth of Takaful in Bangladesh, he said.

“I think there will be more Takaful operators in Bangladesh following 
the implementation of the new law. We also knew that the market is 
such and that most of the treaties are due for renewal in April. So, we 
have barely four months to do our marketing,” he added.

On the company’s performance, Zainal Abidin said it is progressing 
well despite the current economic slowdown. ACR ReTakaful SEA has 
to date written an estimated gross premium income of US$5 million, 
of which more than 90% is derived from Malaysia. “We are happy with 
the performance thus far. We are encouraged by the strong support 
received from the local market. It is still early days for us, we still have 
a long way to go, but this is indeed a positive indication of the market’s 
confi dence and trust in what we can offer, which is more than just 
capacity” he added.

ACR ReTakaful SEA received its license from Malaysia’s central bank 
on the 1st July this year. It is the only dedicated reTakaful player in 
Malaysia with an A- (excellent) rating by AM Best, “which affi rms that 
our business is based on strong capitalization, effective management 
and technical abilities,” he asserted.

Zainal Abidin said the company’s business model that allows it to 
also accept businesses from conventional insurers with risks that 
are “acceptable” and “halal” also contributes to its growth. He said 
ACR ReTakaful will continue with its treaty business, particularly non-
proportional, while at same time not losing its focus on facultative 
reTakaful across the major lines of business. Apart from that, the 
company’s competitive strength lies in its capabilities to underwrite 
specialized risks, like offshore energy, aviation, satellite and also 
special liability risks.

ACR ReTakaful SEA has a Shariah Committee composed of prominent 
scholars. They are Dr Ashraf Md Hashim and Dr Aznan Hasan from 
Malaysia, Dr Muhammad Imran Usmani from Pakistan and Dr Abdul 
Latif Mahmoud from Bahrain.

ACR ReTakaful SEA Draws up Expansion Plan
for Southeast Asia

By Dalila Abu Bakar
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Islamic Finance news talks to leading players in the industry

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

I have gained a wide range of experience in many parts of the globe 
to bring to my current role. This includes both executive appointments 
in the UK (Nestle), South Africa (Anglovaal) and Australia (Elders IXL) 
and fi nancial advisory roles in Asia (China, Indonesia, India and the 
Philippines), South America (Brazil, Argentina, Ecuador and Uruguay) 
as well as North America and Western Europe. I joined Westminster 
International Consultants as chief operating offi cer (based in Riyadh 
and London) before assuming the present post.

What does your role involve?
Gulf Advisors is licensed by the Capital Market Authority to provide 
advising and arranging services in Saudi Arabia. We have a growing 
list of clients, both across the Gulf Cooperation Council (GCC) region 
and in Western Europe. I have two key roles. Firstly, I identify the way 
forward for the organization so that together we can continue to grow 
the business in a sustainable manner, meeting the needs of our 
clients and providing excellent returns to our shareholders. Secondly, 
I provide ongoing mentoring and support to our team of advisory 
experts, helping them meet and exceed the needs of all our clients in 
their activities.

What is your greatest achievement to date?
If I look at my professional life then I can say that it has always been 
about envisioning client needs, improving understanding of the 
challenges they face and identifying solutions that uniquely fi t their 
business objectives. It is very important to realize that no matter how 
brilliantly any mandate had been executed in the past, it can always 
be improved further. This quest for improvement drives us all forward 
to achieve new levels of excellence. With this in mind, my greatest 
achievements will always be embracing change in the drive for 
continuous improvement.

Which of your products/services deliver the best 
results?

Our goal is to always add value to our clients’ business by providing 
them with clear, easy to understand, unbiased and totally professional 
fi nancial and business advice. Currently, our mandates often require 
us to assist clients to analyze and restructure their existing business 
operations so that they can achieve long-term sustainability. We also 
assist them in raising Shariah compliant funds for both their new 
business ventures and for the expansion of their current operations. 

In addition, we are assisting some of the family controlled enterprises 
in the kingdom to corporatize their businesses, acting as their lead 
manager and fi nancial advisor for their initial public offering.

What are the strengths of your business?
We only provide totally bespoke services that are targeted to meet the 
specifi c needs of our clients. Our team members work together in a 
collegiate environment that reviews their recommendations so that 
together we exceed the expectations of our clients. The goal is always 
to add value to our client’s business.

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

As with any fi nancial consulting group, it is the members of our 
team who envision solutions that create success for our clients. We 
are fortunate to have Dr Said Saad Al-Martan, a founder of Islamic 
banking in the GCC, as our chairman. In addition, we have both local 
and international experts who together bring a wide range of skills 
and expertise to the business. We ensure that every team member 
maintains a central focus on making our clients successful. It is this 
focus that makes us successful.

What are the obstacles faced in running your 
business today?

One of the key challenges is expanding our already highly skilled 
advisory team. We are always seeking to attract top-level professional 
advisers of all ages who have the knowledge and skill to add value to 
our clients’ business.

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

The Islamic fi nance industry has come a long way in a relatively short 
timeframe. Many traditional commercial banking operations now 
include some Shariah compliant features. The risk sharing model has 
much to recommend it to a wide range of investors; although there is 
little substantive and informed discussion on the risks and benefi ts of 
adopting such a model. In a time of fi nancial turmoil in international 
markets, Islamic fi nance and banking offer a structure of sound 
and ethical banking practices without reliance on complex fi nancial 
derivatives. One question that may be clarifi ed in the next period is 
whether Islamic fi nance will soon become a mainstream orthodoxy, 
with globally accepted standards, or will it remain a more boutique 
solution applicable in specialized market segments.

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

The industry probably needs internationally agreed standards, formal 
measurement techniques and globally recognized enforcement 
systems. To achieve this goal requires the training of additional Shariah 
scholars who are confi dent not just in Arabic but also in a wide range 
of international languages. At this time, there is a global shortage 
of such scholars. For Islamic fi nance and banking to grow to its full 
potential requires greater emphasis on the education and training of a 
wide range of experts in both fi nance and Islamic law.

Name:

Position:
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Nationality:

Adrian F Cockram

CEO
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Jeddah
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INSTRUMENT Bai Murabahah Medium-Term Notes (MMTNs) Issuance Program

ISSUER TH Plantations (THP)

PRINCIPAL ACTIVITIES
The principal activities of the issuer are investment holding, cultivation of oil palm, processing of fresh fruit 
bunches, marketing of crude palm oil, palm kernel and fresh fruit bunches and provision of management 
services

SOLE SUBSCRIBER Lembaga Tabung Haji

PURPOSE OF ISSUE
To fi nance THP’s and/or its subsidiaries’ capital and/or development expenditure requirements and/or future 
plantation estates acquisition, including reimbursement of any expenditure incurred by the issuer and/or its 
subsidiaries in respect of the same

ISSUANCE METHOD On bought deal basis to the sole subscriber

LISTING STATUS The issuer is listed on the Main Board of Bursa Malaysia

ISSUE SIZE RM200 million (US$58 million) in nominal value

TENURE OF PROGRAM 10 years from the date of the transaction documents

SELLING 
RESTRICTIONS

All MMTNs issued to the sole subscriber shall be non-tradable and non-transferable

COLLATERAL On clean basis

AUTHORIZED PAID-UP 
CAPITAL

As at the 31st December 2007: RM98.04 million (US$28 million) comprising 196.09 million ordinary shares of 
RM0.50 each (US$0.14)

JOINT LEAD 
ARRANGERS/
PRINCIPAL ADVISERS

Aseambankers Malaysia and Bank Islam Malaysia

FACILITY AGENT Aseambankers

LEGAL COUNSEL Albar & Partners

SHARIAH ADVISER Bank Islam

GOVERNING LAW Laws of Malaysia

TH Plantations’ Bai Murabahah 
Medium-Term Notes

For more termsheets, visit www.islamicfinancenews.com
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AXA EQUITABLE LIFE 
INSURANCE
US: The insurance fi rm has named a new 
executive vice president. Kevin R Byrne, 
who is the chief investment offi cer (CIO) 
and treasurer of the fi rm’s parent company 
AXA Financial and its subsidiaries, becomes 
a member of AXA Equitable’s executive 
management committee with the new 
appointment. 

He joined the company in 1989, and has 
held the post of CIO since 2004.

LLOYDS TSB
UAE: Caren Mojabber has been appointed 
as relationship manager in the fi nancial 
institutions division of Lloyds TSB Corporate 
Markets, in the Middle East. She joins from 
HSBC, where she was part of the global 
banking and markets team. 

In her new role, she will be covering the 
fi nancial institutions in the UAE, Oman and 
Saudi Arabia.

CITIGROUP
SINGAPORE: The bank has appointed 
Tracey Woon, head of investment banking 
in Malaysia and Singapore, as overall head 
of its corporate and investment banking 
businesses. 

In the newly created role, she succeeds 
Agnes Liew, who will remain head of 
banking for Asean, excluding Singapore.

Woon has more than 20 years of experience 
in the banking industry. Previously, she was 
managing director and head of corporate 
fi nance at Merrill Lynch’s Singapore 
investment banking division. 

Prior to that, she was head of corporate 
fi nance at Wardley, now part of HSBC’s 
investment banking business.

LATHAM & WATKINS
UAE: Maysa Ibrahim has joined the law fi rm 
as counsel in the corporate division in its 
Dubai offi ce. She was previously attached to 
White & Case. 

Maysa has signifi cant experience in 
derivatives and the capital market, and 

has worked in London and Dubai. She 
was adviser to a client base that included 
major fi nancial institutions and several 
privatizations. 

Maysa has also worked with the United 
Nations on constitutional reform in the 
Middle East.

RSA
BAHRAIN: The insurance group has named 
Graham Dawson as senior risk consultant 
and Ian McLaughlin as risk consultant. Both 
will be based in Bahrain.

Dawson will be responsible for facilitating 
and coordinating the group’s risk 
management division. 

Previously, he was a risk analyst on the 
risk engineering team of Alexander Forbes 
Insurance Brokers for three years. 

Prior to that, he held several senior 
positions at various insurance fi rms such 
as Commercial Union, CGU and Mutual & 
Federal.

McLaughlin will be responsible for the key 
support and teamwork required in order 
to ensure successful outcomes of all risk 
initiatives. 

He was previously attached to Global Risk 
Associates as risk surveyor and adviser. 
He spent three years at United Adjusting 
Services Middle East as head of the risk 
surveying department, and at Oldham 
Metropolitan Borough Council in the UK.

BNY MELLON
HONG KONG: The Bank of New York Mellon 
(BNY Mellon) has appointed Richard Brown 
as the new managing director and head of 
international payment and trade services 
for Asia. 

Based in Hong Kong, he will build and 
manage the bank’s delivery of payment and 
trade services including trade outsourcing, 
USD clearing and cross-border payments to 
clients.

He is replacing Gerard Sheridan, who is taking 
up new treasury services role in New York. 

With more than 20 years of experience in 
fi nancial services, Brown has held several 

senior positions with Citibank Canada and 
Citigroup in Hong Kong.

Previously, he was a consultant with 
McKinsey & Company, and is experienced 
in securities and commercial fund 
management.

BANK OF AMERICA
US: The president of global corporate and 
investment banking, Brian Moynihan, has 
been named general counsel, succeeding 
Timothy Mayopoulos who is leaving the 
company.

He will continue to serve as CEO of 
Bank of America through an appropriate 
transition period related to the Merrill Lynch 
transaction.

Consumer credit risk executive Ric Struthers 
will succeed Bruce L Hammonds as 
president of the bank’s global card services 
division from the 1st January. Hammonds 
will retire at the end of the year.

COMMERZBANK/
DRESDNER KLEINWORT
UK: Hui-Sun Kim has been confi rmed as 
the head of fi xed income, currencies and 
commodities at the new Commerzbank/
Dresdner Kleinwort entity. 

Her new position will be effective once the 
merger takes place.

VISA
ASIA-PACIFIC: Visa has named David Lee as 
its new Asia-Pacifi c president, responsible 
for the company’s growth in the region. He 
succeeds Rupert Keeley, who will remain 
with Visa as global head of strategy and 
corporate development.

Lee has been with Visa since 1985 and 
was previously its CEO for the Asia-Pacifi c. 
He is currently a director of the Singapore 
Management University’s School of 
Accountancy advisory board. 

He also helms the position of director in 
Visa Processing Service, a joint venture 
between Visa and Yalamanchili Software 
Exports, which is a payments processor 
and software company with operations in 
Singapore and India.
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Islamic Finance news
Advisory Board:

Mr Daud Abdullah (David Vicary)
Managing Director

DVA Consulting

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
Managing Director/Vice Chairman

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

Perusahaan Listrik Negara US$124.65 million
US$83.1 million conventional, 
US$41.55 million Sukuk

Projek Lintasan Shah Alam US$208.48
RM330 million Ijarah and RM415 
Mudarabah

Chemical Company of 
Malaysia

Up to US$139.92 Musharakah MTN

Saudi Hollandi Bank US$400.31 Sukuk

Tamweel Up to US$544.5 Sukuk

Dubai Bank Up to US$500 Sukuk

Bakrieland Development Up to US$32.85 Sukuk

TSH Resources Up to US$115.3 Sukuk Ijarah

City Development US$708.32 Sukuk

Malaysian Debt Ventures Up to US$449.07 Sukuk

Bumiputra-Commerce 
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

Philippines Up to US$1 billion Sukuk

Bahrain Central Bank US$500 Sukuk

Qatar Islamic Bank US$300 Sukuk

Barwa Real Estate US$800 Sukuk

Tabreed Up to US$500 Sukuk

Amlak Finance US$260 Sukuk

Al-Rajhi Cement Investment US$595 Sukuk

Indonesia up to US$2 billion Ijarah

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

Monetary Authority of 
Singapore

TBA Sukuk

Islamic Development Bank US$122.75 Ijarah

UMW Toyota Capital US$306.9 Musharakah CP/MTN 

For more details and the full list of deals visit 

www.islamicfi nancenews.com

Deal tracker
Keeping you abreast of the world’s upcoming Shariah compliant deals
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Monthly returns for Emerging Markets funds (as of the 18th December 2008)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Tijari Islamic Money Market Commercial Bank of Kuwait 5.81 Kuwait

2 AmBon Islam AmInvestment Management 2.20 Malaysia

3 Al Dar Real Estate ADAM 2.19 Kuwait

4 Emirates Real Estate Fund - Accumulation Shares Emirates Bank International 2.19 Channel Islands

5 Prudential Dana Wafi  (PRUdana Wafi ) Prudential Fund Management 1.94 Malaysia

6 AMB Dana Arif Amanah Mutual 1.54 Malaysia

7 PB Islamic Bond Public Mutual 1.39 Malaysia

8 CIMB Islamic Sukuk
CIMB Wealth Advisors (formerly known as SBB 
Mutual)

1.38 Malaysia

9 Avenue AsnitaBond Avenue Invest 1.11 Malaysia

10 Public Islamic Select Bond Public Mutual 1.08 Malaysia

Eurekahedge Emerging Markets Islamic Fund Index* -7.29

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 Asia Pacifi c Islamic Fund Index

Monthly returns for Developed Markets funds (as of the 18th December 2008)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 ETFS Physical Gold ETFS Metal Securities 6.15 Jersey

2 CIMB Islamic Structured Growth CIMB-Principal Asset Management 0.79 Malaysia

3
Islamic Certifi cate on Real Estate Capital Protected 
Dynamic Basket

ABN AMRO Bank 0.70 Not disclosed

4 Markaz Islamic Income Kuwait Financial Centre 0.65 Kuwait

5 Solidarity European Real Estate Solidarity Funds Company 0.47 Bahrain

6 Euro International Trade Finance - Al Sunbula Samba 0.33 Saudi Arabia

7 SR International Trade Finance (Al Sunbula) Samba 0.31 Saudi Arabia

8 Al Rajhi Commodity Mudarabah - SAR Al Rajhi Bank 0.24 Saudi Arabia

9 USD International Trade Finance (Al Sunbula) Samba 0.23 Saudi Arabia

10 Commodity Trading - SAR Riyad Bank 0.23 Saudi Arabia

Eurekahedge Developed Markets Islamic Fund Index* -7.40
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S&P Shariah Indices Price Index Levels

The S&P Shariah Indices. 
Creating opportunity for Islamic investors.
To learn more, contact index_services@standardandpoors.com.
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Index Code Index Name 17/12/08 Nov-08 Oct-08 Sep-08 August-08 July-08 June-08

SPSHX S&P 500 Shariah 816.173 807.449 851.669 1001.724 1105.698 1088.084 1117.006

SPSHEU S&P Europe 350 Shariah 983.843 910.501 965.418 1147.329 1360.152 1422.505 1484.523

SPSHJU S&P Japan 500 Shariah 869.510 810.128 848.709 995.079 1118.087 1147.273 1215.950

Index Code Index Name 17/12/08 Nov-08 Oct-08 Sep-08 August-08 July-08 June-08

SPSHAS S&P Pan Asia Shariah 617.147 565.823 623.071 788.016 940.242 1018.429 1043.774

SPSHG S&P GCC Composite Shariah 622.103 722.769 722.769 991.460 1155.680 1212.987 1267.310

SPSHPA S&P Pan Arab Shariah 670.932 762.843 762.843 1032.773 1201.782 1262.353 1315.524

SPSHBR S&P BRIC Shariah 700.095 706.192 706.192 958.353 1221.728 1341.591 1491.666

Index Code Index Name 17/12/08 Nov-08 Oct-08 Sep-08 August-08 July-08 June-08

SPSHGU S&P Global Property Shariah 492.018 447.130 469.890 567.190 696.870 726.650 714.770

SPSHIF S&P Global Infrastructure Shariah 70.414 65.050 71.180 87.070 97.920 102.630 107.070
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DESCRIPTIVE STATISTICS Market Capitalization (US$ billions) Component Weight (%)

Index
Component 

number
Full

Float 
adjusted

Mean Median Largest Smallest Large Small

DJIM World 2303 12011.21 9853.35 4.28 0.70 421.03 0.00 4.27 0.00

DJIM Asia/Pacifi c 999 2236.84 1449.96 1.45 0.28 72.33 0.00 4.99 0.00

DJIM Europe 335 3054.9 2336.37 6.97 1.34 155.01 0.07 6.63 0.00

DJIM US 633 5824.06 5466.98 8.64 1.87 421.03 0.06 7.70 0.00

DJIM Titans 100 100 6197.37 5490.02 54.90 36.26 421.03 6.03 7.67 0.11

DJIM Asia/Pacifi c Titans 25 25 879.26 536.76 21.47 19.13 47.34 6.03 8.82 1.12

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 17th December 2008

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World 3.63 8.46 5.52 12.79 -23.36 -33.22 -36.46 -38.28

DJIM Asia/Pacifi c 4.10 13.52 12.37 13.15 -23.48 -36.77 -41.11 -43.38

DJIM Europe 7.97 13.38 10.46 15.45 -22.92 -36.35 -39.86 -41.59

DJIM US 1.33 4.36 1.57 10.83 -21.46 -27.48 -31.99 -33.34

PERFORMANCE OF DJ INDEXES

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM Titans 100 2.98 6.69 4.40 11.26 -16.42 -25.02 -31.46 -32.85

DJIM Asia/Pacifi c Titans 25 3.87 13.61 11.31 13.73 -20.48 -33.83 -34.16 -36.23

PERFORMANCE OF DJ TITANS INDEXES
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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                                                                                                                                               DECEMBER 2007 – DECEMBER 2008

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

1 Binariang GSM Malaysia Sukuk Musharakah 4,524 9 19.3
CIMB, RHB, Aseambankers, Royal Bank 
of Scotland, AmInvestment, OCBC Bank 
(Malaysia)

2 Malaysia Malaysia Sukuk 3,731 4 15.9 Malaysia Government bond

3 Saudi Basic Industries Corp Saudi Arabia Sukuk Istithmar 1,333 1 5.7 Calyon, HSBC Saudi Arabia

4
Projek Lebuhraya Utara 
Selatan

Malaysia Sukuk Musharakah 1,160 11 4.9 CIMB

5 Sun Finance UAE
Mudarabah Sukuk Asset 
backed Securities

1,093 3 4.7
Citigroup Global Markets, Abu Dhabi 
Commercial Bank, National Bank of Abu 
Dhabi, First Gulf Bank, Noor Islamic Bank

6 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 4.4

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

7 Nakheel Development 3 UAE Sukuk Ijarah 980 1 4.2
Dubai Islamic Bank, NBD Investment Bank, 
JPMorgan

8 Cagamas Malaysia Sukuk Murabahah 778 19 3.3 HSBC, CIMB, Aseambankers

9 DEWA Funding UAE Sukuk Ijarah 749 1 3.2
Barclays Capital, Citigroup Global Markets, 
Dubai Islamic Bank, Emirates Bank 
International

10 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 620 3 2.6 CIMB, AmInvestment

11
Perusahaan Penerbit SBSN 
Indonesia

Indonesia Sukuk Ijarah 512 2 2.2
Mandiri Sekuritas, Danareksa Sekuritas, 
Trimegah Securities

12 Lingkaran Trans Kota Holdings Malaysia Sukuk Musharakah 456 13 1.9 Aseambankers

13 Khazanah Nasional Malaysia Sukuk Musharakah 453 2 1.9 CIMB, AmInvestment

14 Rantau Abang Capital Malaysia Sukuk Musharakah 381 1 1.6 CIMB

15 Central Bank of Bahrain Bahrain Sukuk Ijarah 350 1 1.5 Calyon

16 MRCB Southern Link Malaysia Sukuk Istisna 320 20 1.4 HSBC, CIMB, RHB

17 Menara ABS Malaysia
Sukuk Ijarah Asset 
backed Securities

307 8 1.3 Citibank

18 Tamweel Sukuk UAE Sukuk 299 1 1.3
Standard Chartered, Dubai Islamic Bank, 
Badr Islami

19 RIM City Malaysia Bai Bithaman Ajil MTN 277 2 1.2 CIMB 

20 Rak Capital UK Sukuk Ijarah 272 1 1.2 Standard Chartered

Total 23,494 283 100.0
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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                                                                                                                                               SEPTEMBER 2008 – DECEMBER 2008

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

1 Malaysia Malaysia Sukuk 979 1 39.3 Malaysia Government bond

2 Rantau Abang Capital Malaysia Sukuk Musharakah 381 1 15.3 CIMB

3 RIM City Malaysia Bai Bithaman Ajil MTN 277 2 11.1 CIMB

4 Projek Lintasan Shah Alam Malaysia
Sukuk Ijarah and 
Mudarabah

145 12 5.8 RHB

5 Malaysia Debt Ventures Malaysia Mudarabah MTN 145 2 5.8 Bank Islam Malaysia, RHB, CIMB

6 Syarikat Bekalan Air Selangor Malaysia
Bai Bithaman Ajil Islamic 
bond

140 4 5.6
Bank Islam Malaysia, CIMB, HSBC 
Bank Malaysia

7 Jimah Energy Ventures Holdings Malaysia Istisna MTN 109 6 4.4
AmMerchant Bank, Bank Muamalat 
Malaysia, RHB, MIMB Investment 
Bank

8 Islamic Republic of Pakistan Pakistan Sukuk 84 1 3.4
Standard Chartered (Pakistan), 
Dubai Islamic Bank Pakistan

9 Cagamas Malaysia Sukuk Murabahah 63 8 2.5 HSBC, CIMB, Aseambankers

10 OCBC Al-Amin Bank Malaysia Sukuk Mudarabah 55 1 2.2 OCBC Bank (Malaysia)

11 Syarikat Borcos Shipping Malaysia
Bai Bithaman Ajil and Ijarah 
Islamic bond

46 3 1.9 Bank Muamalat Malaysia

12 Chemical Co of Malaysia Malaysia Sukuk Musharakah 41 1 1.7
Aseambankers, CIMB, MIDF Amanah 
Investment Bank

13 Aeon Credit Service (M) Malaysia Musharakah MTN 15 2 0.6
Aseambankers, CIMB, Mitsubishi UFJ 
Securities

14 Horizon Hills Development Malaysia Murabahah MTN 8 1 0.3 AmInvestment

15 KNM Capital Malaysia
Murabahah and 
Mudarabah MTN

4 1 0.2
AmMerchant Bank, Aseambankers, 
HSBC Bank Malaysia

Instacom SPV Malaysia Murabahah MTN 1 1 0.1
Malaysian Industrial Development 
Finance

Total 2,494 47 100.0
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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        SEPTEMBER 2008 – DECEMBER 2008

Amt US$ m Iss.   %

    Malaysian ringgit 2,410 46.0 97

    Pakistan rupee 84 1.0 3

    Total 2,494 47.0 100

ISLAMIC BONDS BY CURRENCY            DECEMBER 2007 – DECEMBER 2008

Amt US$ m Iss. %

    Malaysian ringgit 15,680 250.0 67

    UAE Dirham 4,578 9.0 19

    Saudi Arabian Riyal 1,599 2.0 7

    Indonesian rupiah 711 9.0 3

    Total 23,494 283.0 100

ISLAMIC BONDS                                     DECEMBER 2007 – DECEMBER 2008 

Manager or Group Amt US$ m Iss. %

1 CIMB 4,812 94 20.5

2 Malaysia Government bond 3,731 4 15.9

3 AmInvestment 1,431 53 6.1

4 Aseambankers 1,417 45 6.0

5 HSBC 1,379 45 5.9

6 RHB Capital 1,024 73 4.4

7 Calyon 1,016 2 4.3

8 Dubai Islamic Bank 741 4 3.2

9 Oversea-Chinese Banking Corp 739 17 3.2

10 Citigroup 713 12 3.0

11 Royal Bank of Scotland 622 8 2.7

12 Standard Chartered 521 13 2.2

13 Emirates NBD 514 2 2.2

14 Noor Islamic Bank 346 4 1.5

15 National Bank of Abu Dhabi 346 4 1.5

16 First Gulf Bank 346 4 1.5

17 Abu Dhabi Commercial Bank 346 4 1.5

18 JPMorgan 327 1 1.4

19 Barclays Capital 315 2 1.3

20 Affi n Investment Bank 283 14 1.2

Total 23,494 283 100.0

ISLAMIC BONDS BY COUNTRY               DECEMBER 2007 – DECEMBER 2008 

Amt US$ m Iss. %

    Malaysia 15,680 250.0 67

    United Arab Emirates 4,415 8.0 19

    Saudi Arabia 1,599 2.0 7

    Indonesia 711 9.0 3

    Bahrain 350 1.0 1

    Qatar 301 2.0 1

    Total 23,494 283.0 100

ISLAMIC BONDS                                 SEPTEMBER 2008 – DECEMBER 2008

Manager or Group Amt US$ m Iss. %

1 Malaysia Government bond 979 1 39.3

2 CIMB 805 20 32.3

3 RHB Capital 221 20 8.8

4 Bank Islam Malaysia 95 6 3.8

5 Bank Muamalat Malaysia 74 9 3.0

6 AmInvestment 68 16 2.7

7 Oversea-Chinese Banking Corp 55 1 2.2

8 HSBC 48 5 1.9

9 Standard Chartered 42 1 1.7

10 Dubai Islamic Bank Pakistan 42 1 1.7

11 EON Bank 27 6 1.1

12 Aseambankers Malaysia 19 3 0.8

13
Malaysian Industrial 
Development Finance

15 2 0.6

14 Mitsubishi UFJ Securities 4 1 0.2

Total 2,494 47 100.0

ISLAMIC BONDS BY COUNTRY          SEPTEMBER 2008 – DECEMBER 2008  

Amt US$ m Iss. %

    Malaysia 2,410 46.0 96.65

    Pakistan 84 1.0 3.35

    Total 2,494 47.0 100.00
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DATE EVENT VENUE ORGANIZER

January 2009

13th - 14th Seminar on Islamic Finance Korea IFSB

February 2009

3rd - 5th Strategic Private Equity Investment Middle East 
2009

Dubai Fleming Gulf

16th - 17th Islamic Project Finance 2009 Dubai Fleming Gulf

17th - 18th The Middle East Financial Law Congress Qatar QMDI

18th - 19th The 1st Asia Sukuk Summit 2009 Hong Kong ICG Events

24th - 25th 8th Annual Islamic Finance Summit London Euromoney 

March 2009

2nd - 5th Islamic Investment World Asia 2009 Kuala Lumpur Terrapin

4th - 5th 3rd Islamic Financial Services Forum: The European 
Challenge

Paris IFSB 

30th - 2nd Islamic Finance World North America 2009 New York Terrapinn

30th - 2nd Islamic Investment World Americas New York Terrapinn

April 2009

1st - 2nd The Asia Pacifi c Islamic Finance Market Conference 
2009

Kuala Lumpur IBFIM

8th Seminar on Islamic Capital Market Tokyo IFSB 

20th - 21st Leaders in Islamic Finance 2009 Dubai IQPC

26th - 30th The International Islamic Finance Forum Dubai IIR Middle East
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ABG   2
ADCB   13
ADIB   8
al khaliji    10
Al Rajhi Bank   4
Al-Amanah Islamic Investment Bank of the 
Philippines   5
AM Best   12
AmBank Group   11
AmLife Insurance  11
Aseambankers   4
Aseel Finance   10
Aston Martin   9
AXA Equitable Life Insurance  32
Axis REIT   3
Bank Islam   4, 11
Bank of America  32
Bank of Tokyo-Mitsubishi  4
Banque Albaraka D’Algerie  2
Banque BIA   4
Barwa International  10
BLC France   10
BNI   12
BNM   4
BNY Mellon   10, 32

BNY Mellon Asset Servicing  10
Boubyan Bank   9
Bursa Malaysia  4
CBK   9
Citigroup   32
Commerzbank   32
DIB   8, 13
Dow Jones Indexes  7
Dresdner Kleinwort  32
Dubai Bank   13
EFG Hermes    9
Emaar Properties  12
EPF   2
ESFB   10
Ezdan Real Estate  10
Ezdan Trading and Contracting 10
FGB   13
Fitch    13
Friends Provident  11
FSA   6
Global Investment House  13
HSBC   4
HSBC Bank Middle East  10
Hydra Properties  10
IBB   6

IMF   12
Intercontinental Bank  12
Investment Dar  9
KFHM   4
KLIA   12
Labuan Re   12
Landesbank Baden-Württemberg 4
Latham & Watkins  32
LBQ   10
Lembaga Zakat Selangor  4
Lloyds   32
LOFSA   4
Maybank Islamic  5
MBS   2
MEPS   4
MFC   7
Millennium Private Equity  7
Misys   10
MKG Hospitality  9
MNRB Retakaful  11
Moody’s   13
Nakheel   9
NASDAQ Dubai   9
Netgear   9
Noble Group   4

Praesidium   2
Public Islamic Bank  12
Qatari Diar   10
QIB   10
QIIB   10
QInvest   10
QNB   5, 8
QNB Al Islami   7
RAM   12
Riyadh Bank   11
RSA   32
S&P   13
Samba   8
SBP   5
Sellar Property Group  10
SHUAA   7, 13
Société Générale  4
StanChart   9
Tabung Haji   4
Tadawul   10
Takaful Malaysia  11
TH Plantations   4
Visa   32
Zakat Fund   9
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Country  Index

Algeria ABG’s Algeria unit reports 39% asset increase 
    2
Egypt ESFB implements Misys Islamic solution 10
 NBY Mellon launches Islamic fund services 10
Global DJIM announces quarterly review results 7
Hong Kong Noble Group ventures into Islamic fi nance 4
Indonesia Fitch affi rms BNI’s IDRs  12
Japan Japanese bank to offer Islamic services 4
Kuwait Fitch downgrades Global  13
 Situation will be resolved soon, says Global 13
 Dar sells Boubyan stakes  9
Lebanon  Safe haven Lebanon gets positive outlook 13
Malaysia KLIA’s notes get ‘AAA(s)’  12
 Stable outlook for Public Islamic Bank 12
 AM Best affi rms Labuan Re  12
 Friends Provident keen to tap into Takaful 11
 MNR Retakaful sees better results 11
 Takaful Malaysia is not slowing down 11
 MBS launches Shariah compliant product 2
 Bank Islam opens fi rst BDC  3
 Finance minister: ‘Intensify efforts in Islamic fi nance’ 
    3

Malaysia Axis REIT is offi cially Islamic company 3
 First foreign Islamic bank to join MEPS 4
 LOFSA proposes eight new framework 4
 TH Plantations signs Islamic notes 4
 Maybank Islamic introduces MMTF-i facility 5
Middle East Islamic hotels can boost Middle East revenue 
    9
 HSBC rules out cutbacks  10
Nigeria S&P assigns ‘ngA+/ngA-1’ to Intercontinental Bank 
    12
Pakistan Moody’s expects outlook for Pakistan to improve 
    12
 SBP invites tenders for new Sukuk 5
Philippines QNB eyes 40% stake   5
Qatar QNB Al Islami’s new branch caters for corporates 
    7
 Samba: Qatar economy to grow 10%  8
 GCC-Singapore FTA grants tariff-free access 9
 Zakat Fund to use Netgear’s solution 9
 Ezdan gets YS$89 million Islamic loan 10
 al khaliji plans stake sale to QIA 10
 QIIB seeks approval for buyback shares 10

Qatar Qatari Diar to fi nance LBQ’s London project 10
Saudi Arabia SHUAA Capital gains listing in Tadawul 10
Singapore Islamic fi nance to gain momentum in Lion City 
    2
UAE S&P rates Emaar  12
 SHUAA under review for possible downgrade 
13
 Moody’s downgrades four bank’s outlook 13
 SHUAA Capital reduces manpower in Dubai 7
 MFC to launch three private equity funds 7
 DIB opens 51st branch  8
 ADIB carries on with expansion plans 8
 Sovereign rating will give Dubai a boost 9
 Periodic distribution of Sukuk for Nakheel 9
 Different views on economic slowdown 9
 Aseel provides fi nancing for Hydra’s project 10
UK Treasury, FSA launch Sukuk consultation 6
 IBB website for mortgage intermediaries 6
 Dubai can overtake London, says mayor 6
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Your Contact Information 

Name: Business Email:

Company: Tel:

Other Categories (Firms which offer Islamic fi nancial services)

Best Financial Consultancy Firm

Best Shariah Advisory Firm

Best Islamic Research Company

Best Islamic Index Provider

Best Law Firm

Best Leasing Provider

Best Ratings Agency

Best Takaful / re-Takaful Company

Best Asset / Fund Manager

Best Wealth Management Firm

Best Technology Provider

2008 Poll Categories

Best Overall Islamic Bank

Global Section

Best Retail Islamic Bank

Best Islamic Private Bank

Most Innovative Islamic Bank

Best New Islamic Bank

Best Central Bank in Promoting Islamic Finance 

Best Islamic Bank: By Country / Region

Africa Kuwait

Americas Malaysia

Australasia Pakistan

Bahrain Qatar

Brunei Saudi Arabia

Egypt Singapore

Europe Turkey

Indonesia United Arab Emirates

Iran Others: Country - Bank

Jordan

Special Category

Best Individual Islamic Banker

This is the fi rst round of polling for this specifi c category.

Following the fi rst round, the top 10 individuals as voted by you, will be invited to submit a short biography profi ling their banks and their individual achievements during 2008. These biographies will be 
published in Islamic Finance news and on www.IslamicFinanceNews.com when the second round of voting will commence.

The second round of voting will commence on the 16th January 2009 and the fi nal results will be announced separately on the 1st February 2009.

SUBMIT YOUR VOTE BY FAX TO +603 2162 7810

Conditions:   • You can only vote once  • Business email addresses are required for all votes  • You may not vote for yourself 


