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Predictably, the most chanted mantra at 
last week’s Islamic Financial Services Board 
(IFSB) summit was about exploiting the tra-
vails of conventional fi nance to nurture great-
er prominence and acceptance for Islamic 
fi nance. 

The consensus reached at the meeting, 
according to one report, is that much work 
needs to be done in three aspects. One is 
to ensure the robustness of the industry. 
Another is that future growth will only come 
with innovation which has assumed a certain 
negativity in the light of the global fi nancial 
crisis. Thirdly, that to meet the future challenges 
of global fi nancial services, the Islamic fi nance 
sector needs to be further regulated.

Participants also accepted the fact that these 
three aspects will take time as members of 
organizations such as the IFSB and the Islamic 
Development Bank (IDB) are themselves still 
not on the same wavelength when it comes 
to Islamic fi nance architecture; and that 
standards issued by the various bodies are not 
legally enforceable but depend on voluntary 
adoption. It was pointed out that at summit 
meetings, countries with differing Islamic 
fi nancial infrastructures discuss issues which 
have not even been implemented in their own 
jurisdictions.

Also mentioned was the fact that there was 
hardly any movement on such pressing 
challenges as an urgent need for a global 
Islamic liquidity mechanism or inter-bank 
system for both short-term liquidity placements 
and for facilitating the needs of banks to invest 
their central bank reserves and other capital 
placements in a Shariah compliant manner.

According to IFSB chairman Muhammad 
Sulaiman Al-Jasser, the global fi nancial crisis 

has exposed the failure of self-regulation. The 
implication is that the Islamic fi nancial services 
industry needs to meet the global standards 
and best practices for risk management, 
capital adequacy, corporate governance and 
transparency. 

IFSB secretary-general Rifaat Ahmed Abdel 
Karim said that as the global fi nancial 
architecture undergoes structural reforms 
as a result of the fi nancial crisis, the Islamic 
fi nancial services industry would have to 
follow suit.

The summit was also told that it is critical 
to develop regulations that will ensure the 
soundness and stability of the Islamic fi nance 
system. The IDB and IFSB have formed a high-
level task force on Islamic fi nance and global 
fi nancial stability that will also study how the 
sector can dovetail with the revamp exercise 
for the international fi nancial architecture, 
especially with regard to regulations and crisis 
management.

It is comforting that the captains of the industry 
are of one mind on the way forward. On the 
other hand, the development of a uniform 
set of regulations could very well lead to a 
struggle for domination by a particular school 
of thought. Averting this will be the greatest 
challenge.

The challenge in regulating
the industry
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NEW SECTION
This week sees the launching of 
a new data section in your weekly 
issue of IFN. In yet another exclusive 
we‘ve teamed up with our friends at 
Thomson Reuters to bring you three 
pages of performance Sukuk and 
Islamic loans league tables.
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NEWS
• Noor Islamic Bank denies reports that it 

closed its offi ce in Tunisia

• RHB Banking Group to launch an Islamic 
banking unit in Singapore

• Bank of New York Mellon is trustee for 
Indonesia’s US$650 million Sukuk

• AmInvestment predicts Malaysia will see 
issuances worth US$8.53 billion

• Ambank Group: Brunei a good market for 
Islamic fi nance

• BMB Group to launch Islamic asset 
management fi rm in August 

• Amrahbank moves closer to Islamic 
banking with Temenos’ banking system

• IDB to invest US$500 million in Bank 
Negara Indonesia’s Islamic banking unit

• LOFSA eager for Islamic fi nance omnibus 
law to be in force before year-end 

• Sukuk issuance helps Indonesia exceed 
budget fi nancing by 14.2%

• CIMB-Principal Asset Management to 
increase fund size due to high demand

• The Halal Institute and Sa Nostra to offer 
Islamic current account in Spain

• Gatehouse Bank and Sustainable Asset 
Management launch water technology 
fund

• BLME upgrades banking system to offer 
wealth management services

• France creates a suitable environment for 
Islamic fi nancing institutions

• ABC Bank looks to market Islamic 
fi nancing products to European clients 

• Gulf sovereign wealth funds change 
investment strategies in the wake of the 
economic downturn

• Qatar Financial Centre Authority and Paris 
Europlace boost fi nancial ties 

• Moody’s: Implement risk management to 
support sustainable growth

• S&P: Global outlook for Islamic fi nance 
remains positive despite downturn 

• Industry observes how contract disputes 
are settled in Islamic fi nance centers

• British legal fi rms unlikely to apply for 
licenses if only allowed to practice Islamic 
fi nance

• A bigger global role for Islamic fi nance in 
the aftermath of  the fi nancial crisis

• SHUAA Capital posts a net loss of US$54 
million in the fi rst quarter of 2009 

• Nakheel receives a cash injection from 
UAE government

• Al Rajhi Banking & Investment 
Corporation’s 2008 profi t increased 1.2% 

• Albaraka Banking Group’s profi t up 5.1% 
to US$43 million 

• Fitch: Bahraini retail and wholesale banks 
adequately profi table in 2009

• Dubai Financial Market fi nalizes standards 
for Sukuk issuances

• Emaar Properties to hire 1,600 new 
workers within next three months

• Abu Dhabi Commercial Bank to set up 
Islamic fi nance company 

• Investment Dar is the fi rst fi rm in the 
Persian Gulf to default on its Sukuk

• First Finance Company accepts Barwa 
Bank’s initial acquisition offer

• Sakana Holistic Housing Solutions’ profi t 
surges 126% 

• Bahrain’s Islamic banking assets 
increased 50% to US$25 billion in 2008

• International Bank of Qatar opens its fi rst 
Al Yusr branch in Doha

• Mortgage fi nancing for Difaaf project from 
Bahrain Islamic Bank

TAKAFUL
• MAA Takaful appoints a Shariah advisor to 

its board

• Hong Leong Tokio Marine Takaful receives 
positive response to its i-Save and i-Grad 
schemes

• Double-digit growth for the Islamic 
insurance industry

• The Takaful sector in the GCC faces a 
shortage of skilled manpower 

• Bahrain National Holding posts profi t of 
US$2.12 million in the fi rst quarter of 
2009

• Proposed mandatory health insurance 
scheme will boost Qatar’s Takaful sector

RATINGS
• RAM reaffi rms IRIS Corporation’s US$40 

million BAIDS at ‘A3’

• RAM assigns Seafi eld Capital’s proposed 
US$430 million Sukuk an ‘AA2’

• Fitch affi rms long-term IDRs of National 
Bank of Umm Al-Qaiwain at ‘BBB+’ 

• S&P places Arab Orient Insurance on 
CreditWatch with negative implications

MOVES
• John Vitalo is CEO of Barclays Bank’s 

investment banking and investment 
management for the Middle East

• CFA Institute appoints Usman Hayat as 
director of Islamic fi nance

• Credit Suisse names Dominique Fasel as 
head of the Vaud region

• EFG-Hermes appoints Philip H Southwell 
as CEO of operations in the GCC

• Tom Budgett to boost Berwin Leighton 
Paisner’s Islamic fi nance practice in Asia

• Tabreed names Sujit S Parhar as its new 
CEO

• Royal Bank of Scotland appoints Brian 
Hartzer to the group’s executive committee
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Dear colleagues,

More than 19,500 key industry professionals read Islamic Finance news every week,  making it the leading news source for 
the Islamic fi nance industry.

However, in addition to these subscribers, it has come to our attention some others only see a printed copy of the 
newsletter.

By only having access to the weekly issue of IFN you are missing out enormously. Although each issue includes a compre-
hensive review of news  from the global Islamic fi nancial markets with additional reports, articles, case studies, interviews, 
research, market data and much more, the website offers even more content of value.

During the past 12 months the IFN website has been drastically improved to assist its subscribers in their search require-
ments. Two new key search attributes are:

1.  Company Search: Islamic fi nancial institutions mentioned online are underlined and hyperlinked. Position your cursor 
over the fi rm and a ‘bubble’ appears with the fi rm’s profi le. Furthermore, if you click on this link, you are taken to the 
fi rm’s personal IFN page which features a fuller profi le and contact information. Additionally, this page lists all the 
recent articles and reports in which the fi rm has been mentioned, making searches effortless.

2.  Terminology Search: Islamic fi nance terminology throughout the IFN website is now highlighted in dark blue font. 
Place your cursor over the term and a bubble appears providing the full terminology. Click on this term and you are 
whisked to a fresh page listing all the past stories and reports featuring that particular term. And linked directly to the 
industry’s largest terminology glossary.

These two new attributes are in addition to the already existing excellent search engine capabilities, which will fi nd every-
thing you seek on the IFN website.

IFN now boasts over 18,000 unique articles, reports, interviews and case studies, only available to those with website 
access and those who have their own unique login details.

You will also be able to download your own copy as soon as it’s released every week. There is also access to all the past 
supplements, reports, surveys, polls and much more.

On a more serious note, if you are reading IFN and don’t have your own unique login details, you are in violation of our 
copyright laws, which we take very seriously.

For this reason, we have devised a very competitive pricing structure which allows multiple unique user logins at heavily 
discounted rates.

Not only will this allow you unrestricted access to IFN, it will also eliminate the serious risk of violating international copyright 
laws.

To learn more about our multi login packages call us now on: +603 2162 7800.

Yours sincerely,

Andrew Morgan
Managing Director & Publisher
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AFRICA
Offi ce in Tunis still open, 
says NIB
TUNISIA: Noor Islamic Bank (NIB) has 
denied reports that it closed its offi ce in 
Tunisia. “Our representative offi ce in Tunis 
is operational and we continue to explore 
market opportunities in North Africa,” said 
group CEO Hussain Al Qemzi.

He added that the bank is actively assessing 
regional market trends and the impact of 
the current global economic conditions on 
its business, and has adjusted its plans to 
refl ect the slowdown.

NIB opened its Tunisian offi ce in June 
last year to focus mainly on investment 
and corporate banking as well as channel 
investment opportunities from the Gulf 
Cooperation Council (GCC) into North 
Africa. However, the recession in the US, 
Europe and Japan has resulted in reduced 
foreign direct investment and a reversal in 
portfolio fl ows, according to an International 
Monetary Fund report which predicted that 
growth in Africa will this year slump to its 
lowest since 1993.

ASIA
RHB Islamic in Singapore
SINGAPORE: RHB Banking Group has 
launched its Islamic banking unit in Singa-
pore, its fi rst such unit outside Malaysia. The 
unit will initially concentrate on wholesale 
banking services, encompassing debt and 
capital fund raising such as Sukuk issu-
ances to business enterprises.

RHB said Singapore, which has a matured 
and sophisticated fi nancial market 
supported by a strong regulatory framework, 
offers wide exposure to several key drivers 
of growth for fi nancial institutions, especially 
those which offer Islamic fi nancial services.

“Coupled with the rising interest in Islamic 
fi nance services, it is a natural move for 
RHB to leverage on its existing infrastructure 
in Singapore to expand its Islamic banking 
offerings regionally,” it added.

RHB also said it plans to expand its Islamic 
banking presence in the region in line with 
its aspiration to become one of the top three 
fi nancial services providers in Southeast 
Asia.
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ASIA
Trustee for Sukuk named
INDONESIA: Bank of New York Mellon (BNY 
Mellon) has been appointed as trustee for 
Indonesia’s US dollar-denominated sovereign 
Sukuk worth US$650 million. The US-based 
bank will also act as the issuance’s principal 
paying agent, transfer agent and registrar.

The fi ve-year Sukuk Ijarah has an annual 
fi xed-rate yield of 8.8% payable annually or 
biannually. It was launched by Perusahaan 
Penerbit SBSN Indonesia I (PPSI-I), a 
special purpose vehicle with rights over 66 
government properties.

BNY Mellon Asia Pacifi c head of corporate 
trust Gary Lew pointed out that Indonesia is 
in better shape than most countries in the 
region and although its economy is slowing, 
prices of key soft commodities such as palm 
oil are rising.

The Sukuk issuance was slated as the 
largest since the US$3.5 billion Sukuk by 
Dubai Port in 2007. It was given a foreign 

currency rating of ‘Ba3’ by Moody’s Investors 
Service, and the outlook is stable.

Local Sukuk market’s 
revival seen
MALAYSIA: The local Sukuk market, which 
suffered a huge drop in volume due to the 
global economic meltdown, should recover 
with issuances of not less than RM30 billion 
(US$8.53 billion) this year, said Mohd Effendi 
Abdullah, director and head of Islamic capital 
markets at AmInvestment Bank. Last year, 
Malaysia only issued RM22 billion (US$6.26 
billion) worth of Sukuk.

His optimism is based on the local stock 
market rebound, the relatively stable 
economy as well as the yet-to-be-approved 
Sukuk issuances about to enter the market. 
“In the next nine months, I will not be 
surprised if Sukuk issues increase beyond 
RM40 billion (US$11.34 million) to even 
RM50 billion (US$14.18 million).”

AmInvestment is the world’s second largest 
manager of Islamic bonds after CIMB 
Investment. It arranged 17 Sukuk deals 

worth US$1.14 billion between April last year 
and last month.

Among its landmark joint-arrangement 
deals this year were the RM450 million 
(US$127.61 million) Islamic securities pro-
gram for Pinnacle Tower, the RM2.2 billion 
(US$623.75 million) Islamic medium-term 
notes for Penerbangan Malaysia, RM1.5 bil-
lion (US$423.57 million) Sukuk Musharakah 
for Putrajaya Holdings and RM10 billion 
(US$2.83 billion) multi-currency Islamic se-
curities program for Danga Capital.

Brunei ‘a good market for 
Islamic fi nance’
Brunei: Oil-rich Brunei — which issued B$165 
million (US$112.58 million) worth of Islamic 
leasing bonds in March this year — is a good 
market for more Shariah compliant products, 
especially in wealth management or private 
equity investments, according to the latest 
foreign player to enter its fi nancial market.

Ambank Group, the fi fth largest fi nancial 
services group in Malaysia, this week 

continued...



www.islamicfi nancenews.com
NEWS

Page 6© 15th May 2009

offi cially launched a subsidiary in Brunei 
which offers Islamic fi nance, fund 
management and investment advisory 
services. AmCapital Brunei received its 
license in September last year and began 
operations in December.

Chairman Azman Hashim described the 
group’s entry into Brunei as timely as the 
country’s fi nancial market has maintained a 
steady momentum, drawing external market 
participants to set up operations or expand 
their franchises.

He said AmCapital Brunei will be closely 
aligned to the Brunei Financial Centre, which 
was established to develop the country 
as a major fi nancial hub that promotes 
international banking, Islamic banking, 
mutual funds and asset management.

BMB to open asset 
management fi rm
MALAYSIA: BMB Group will launch an Islamic 
asset management fi rm in August as part 
of its mandate to manage the Global Zakat 
and Charity Fund for the Organisation of the 
Islamic Conference (OIC).

The International Zakat Organization (IZO), a 
charitable body of the OIC, had announced 
in February that the BMB Group had won the 
coveted mandate to lead the fund. 

Humayon Dar, CEO of the group’s Shariah 
advisory arm, BMB Islamic UK, said the 
launch in Malaysia during the month of 
Ramadan will add more meaning to the 
zakat and charity fund initiative. 

The fund has a medium-term target of US$3 
billion, but for the fi rst closing which is 
scheduled to take place 12 months after the 
launch, BMB Group aims to raise US$750 
million. The fund will initially be marketed to 
the OIC, and later to other Islamic nations.
The Malaysian government offi cially agreed 
to establish IZO in April 2007.

Amrahbank moves closer 
to Islamic banking
AZERBAIJAN: Amrahbank, one of the fastest 
growing banks in the country, has teamed up 
with Temenos, a global provider of integrated 
core banking systems, to support its 
conversion to a Shariah compliant bank once 
the relevant local legislation is put in place. 

The move allows Amrahbank to benefi t not 
only from the untapped Islamic banking 
market in Azerbaijan and neighboring 
countries, but also the Middle East region.

“One of the pre-requisites of our selection 
process was to fi nd a modern core banking 
system to provide up-to-date and quality 
information and services to our customers, 
as well as improved functionality, processing 
and security in the back and middle offi ce,” 
said Emil Mammadov, CEO of Amrahbank.

Bahrain-based International Investment 
Bank (IIB) acquired a 49% stake in Amrah-
bank last year, refl ecting the growing impor-
tance of the Gulf Cooperation Council (GCC) 
region to the Azerbaijani bank’s global reach. 
Amrahbank was established in 1993 and is 

one of the largest private banks in the coun-
try in terms of its network branch, customer 
base and net profi t.

US$500 million from IDB
INDONESIA: The Islamic Development Bank 
plans to invest up to US$500 million in Bank 
Negara Indonesia’s (BNI) Islamic banking 
unit through its subsidiary, the Islamic 
Corporation for the Development of the 
Private Sector (ICD).

BNI president director Gatot Suwondo also 
said the ICD will assist the bank expand 
locally as well as in southern Thailand and 
Malaysia. He added that the investment will 

continued...

SONG BIRDS

A language we are most fluent in.

continued...
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be made in stages and the bank may spin off 
the Shariah compliant unit as a stand-alone 
entity within the year.

Indonesia plans to develop its Islamic 
banking industry to attract investment from 
the Middle East and seeks to overtake 
Malaysia as the region’s Islamic fi nance hub. 

In February, Bank Indonesia announced 
that it will halve the capital adequacy ratio 
for conventional banks if they spin off their 
Shariah divisions to set up stand-alone 
Islamic banks.

Sukuk issuance helps beat 
budget mark
INDONESIA: Even though government 
spending increased and revenues fell, the 
US$650 million Sukuk issuance in April 
enabled the country to exceed budget 
fi nancing by 14.2% to IDR58.63 trillion 
(US$5.61 billion) in the fi rst four months 
of this year, said Henry Purnomo, director 
general of treasury at the fi nance ministry.

The country’s revenues dipped to IDR234.6 
trillion (US$22.46 billion), IDR197.2 trillion 
(US$18.76 billion) of which was accounted 
for by taxation. Henry said the drop was 
attributable to a drop in international trade 
tax and value-added tax. He added that exit 
and excise duties plunged 43.7% to IDR6.07 
trillion (US$580.61 million) from IDR10.8 
trillion (US$1.03 billion) in the corresponding 
period last year.

During this time, government spending grew 
21.55% to IDR223.5 trillion (US$21.38 billion), 
from IDR189.7 trillion (US$18.16 billion).

CIMB-Principal ups fund 
size again
MALAYSIA: CIMB-Principal Asset 
Management has received approval to 
increase its CIMB Islamic Money Market 
Fund size to 225 million units from 150 
million units — its second increase in less 
than a year — due to high investor demand 
for Islamic money market instruments. 

CIMB-Principal, which is jointly-owned by 
CIMB Group and Principal Financial Group 
(USA), said the fund is a convenient parking 
facility for investors to place their cash while 
reassessing their investment strategy and 
deciding when they would like to actively 
return to the market.

“As a tax-friendly alternative to traditional 
bank deposits, the fund seeks to provide 
investors with potentially higher returns with-
out compromising accessibility to their cash 
as it allows them to withdraw anytime with-
out penalty,” said CEO J Campbell Tupling.

New offshore legislation 
for LOFSA 
MALAYSIA: The Labuan Offshore 
Financial Services Authority (LOFSA) 
is hoping that an omnibus law for 
the Islamic fi nancial services sector, 
encompassing the entire gamut of 
services and products, will be in force 
later this year. 

Director-general Azizan Abdul Rahman 
said included in the omnibus law are the 
banking, re-Takaful, foundation and trust 
sectors. 

Meanwhile, LOFSA’s annual report 
released this week revealed that the total 
assets of the Islamic fi nance banking 
sector in 2008 recorded US$957.3 
million, a drop from US$ 1.28 billion the 
previous year. Total deposits, however, 
increased by US$86.9 million to 
US$337.3 million.

The re-Takaful industry and Islamic 
private funds also recorded positive 
growth in 2008. Gross contributions of 
re-Takaful amounted to US$162.3 million 
(2007 US$109.5 million), an increase of 
48.2% over the previous year. 

The increase was attributed to the 
growing number of players who ventured 
into re-Takaful activities in the Labuan 
IBFC through the establishment of re-
Takaful windows. 

Five new private funds were established 
in 2008 with a total fund size of US$1.5 
billion, increasing the Islamic private fund 
size to US$2.8 billion (2007 US$1.4 bil-
lion), a third of the total of private funds.

(Also see IFN Report on page 15)

continued...

continued...

ASK THE

SCHOLAR

In another exclusive from Islamic Finance news, we have teamed up with 
ISRA, the International Shariah Research Academy for Islamic Finance, to 
offer our readers the opportunity to pose questions to some of the world’s 
leading Scholars. We’ll publish your questions and the Scholars’ response 
in a future issue of Islamic Finance news. All questions and answers will 
also be archived.

 

Email your questions today to Melisa.Idris@REDmoneygroup.com

In collaboration with:
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EUROPE
Islamic current account 
coming soon to Spain
SPAIN: The Halal Institute, the center of 
Islamic quality certifi cation operating under 
the Spanish Islamic Commission, will sign an 
agreement with building society Sa Nostra to 
offer a Shariah compliant current account. 

The institute said some two million people 
were potential Islamic fi nance customers, 
adding that they had a high earning capacity 
and low payment default rate. 

The Halal Institute has been in talks with 
numerous banks, including Deutsche 
Bank, Caixa and Banesto, since 2006 to 
open credit lines which conform to Islamic 
principles.

BLME’s banking solution 
for Shariah products
UK: Bank of London and The Middle East 
(BLME), the largest Islamic bank in the 
UK, has implemented the Oracle Flexcube 

banking solution to enable it to offer Shariah 
compliant wealth management products and 
services to high net worth customers.

“The private banking solution enables us to 
provide innovative products and services to 
our customers in a cost-effective manner,” 
said William Purdy, head of information 
technology at BLME. 

The solution is integrated with BLME’s 
existing Islamic banking back offi ce 
application for customer and account 
information. BLME is using it to get a 360-
degree view of its customers’ wealth which 

allows for customer profi ling and overall 
lifecycle management.

Paving the French way for 
Islamic fi nance
FRANCE: France is creating a suitable 
environment for Islamic fi nancing institutions 
to operate, said Christine Lagarde, 
French minister of economy, industry and 
employment. “I have worked hard with my 
team in trying to eliminate the tax obstacles 

continued...

SAM and Gatehouse 
launch water fund
SWITZERLAND/UK: UK Islamic bank 
Gatehouse and Swiss fund management 
company Sustainable Asset Management 
(SAM) have jointly launched the fi rst 
Shariah compliant water technology fund.

It offers interest-free, long-term loans 
to investors in water-related industries. 
SAM, which already manages a 
US$1.5 billion mainstream water fund, 
will manage the fund’s assets while 
Gatehouse will screen companies to 
ensure that they are Shariah compliant.

The business tie-up is the second venture 
combining ethical and sustainable 
fund management with Islamic fi nance. 
Last month, UK-based F&C Asset 
Management teamed up with BMB 
Islamic to offer an investment product 
combining ethical and Islamic principles.

SAM is majority owned by Dutch fi nancial 
group Robeco while Gatehouse Bank is 
owned by Kuwaiti investment company 
Securities House.

(Also see IFN Report on page 16)

Introduction & Overview

This timely 1-day workshop examines the issue of restructuring Islamic transactions and Sukuk. Workshop 
leader, Rahail Ali, partner at Lovells, will lead delegates through the complex issues involved and will dem-
onstrate the options available to banks and issuers. The workshop will cover the essential legal, practical and 
Shariah issues for restructuring Islamic financings.

Workshop Agenda 

This program will be run on an interactive and consultative basis. The workshop leader will introduce key topics 
which will then be presented in detail through worked examples and cases. Instructor-led discussion will enable 
delegates to acquire a comprehensive understanding of all the relevant issues associated with restructuring 
Islamic financial transactions. 

9.00am – 4.00pm

Key points for discussion:

• Examining defaults, breach of covenants and late payments by borrowers and debt issuers
• Evaluating options open to banks and borrowers/issuers to reschedule, refinance or restructure 
• Evaluating ‘cash’ options versus ‘non-cash’ options 
• Assessing legal aspects surrounding exchange offers and exit consent solicitations
• Understanding crucial Shariah implications of restructuring financial transactions

Workshop Leader

Rahail Ali is a partner at Lovells and is the firm’s Global Head of Islamic Finance.  Rahail is based in Lovells’ 
Dubai office. He studied international law at the University of Cambridge, after graduating from the University 
of Birmingham. He is widely acknowledged to be one of the world’s leading Islamic finance lawyers, reflected 
in numerous accreditations from leading awards industry and legal publications. Rahail has worked on many 
of the most innovative and high value Islamic finance deals closed to date.  In the last two years alone, the 
deals he led have won more than twenty awards. Amongst other articles, publications and organisations, he is 
the consulting editor of “Islamic Finance - A Practical Guide” and a member of HM Treasury’s Islamic Finance 
Experts Group.

For more information, please contact Subashini Jaganathan for more details. Telephone +603 2162 7800
ext. 32

briefings
RESTRUCTURING ISLAMIC 
FINANCINGS AND SUKUK

1st JUNE 2009, TOWERS ROTANA, DUBAI
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and improving the legal framework that can 
be used for Islamic fi nance purposes.”

The minister said two major Qatari fi nancial 
institutions have already requested approval 
to operate in France. Although a relative 
newcomer in terms of Islamic fi nance, France 
is taking great strides to catch up.

France will license its fi rst Islamic bank, 
codenamed Project Omega, by the end of 
June, with EUR40 million (US$54.46 million) 
in capital secured from investors in Bahrain 
and Qatar, according to a Paris Europlace 
offi cial. A French fi nancial institution, that 
has not been identifi ed, will issue a EUR1 
billion (US$1.36 billion) Sukuk next month, 
he added.

Paris Europlace is an organization tasked with 
promoting Paris as a fi nancial market, and 
includes an Islamic fi nance committee.

European push for ABC’s 
Islamic products 

UK: Bahrain-based ABC Bank is looking 
to market Islamic fi nancing products to 
its European clients. Until now, it has only 
marketed mainstream products to these 
clients that are mostly companies doing 
business in the Middle East. 

“We are aiming to target the wholesale 
market, especially companies in Europe 
that are interested in seeking Islamic 
fi nance solutions, for example, Sukuk, 
leasing and general corporate facilities,” 
said Faisal Alshowaikh, the newly appointed 
head of Islamic fi nancial services at ABC 
International. 

Wholesale banking is the biggest market for 
Islamic fi nance with over US$420 billion in 
assets. Last month management consulting 
fi rm Oliver Wyman estimated that wholesale 

Islamic banking assets would reach US$1 
trillion by 2012. 

Alshowaikh added that the UK and France 
were the two countries offering the most op-
portunities for Shariah compliant fi nancial 
services. The British government amended 
its tax laws to avoid potential double taxation 
on Sukuk issuances while France has elimi-
nated tax obstacles and is in the process of 
improving its legal framework to allow for the 
setting up of Islamic fi nance companies.

ABC’s major investors are the Abu Dhabi 
Investment Authority, the Central Bank of 
Libya and the Kuwait Investment Authority, 
each with a stake of about 30%.

GLOBAL
Lesson for Gulf SWFs 
GLOBAL: Gulf sovereign wealth funds (SWFs) 
will, in future, channel their investments in 
a “systematic” and “professional” way in 
the wake of their exposure to the economic 
downturn, according to Johannes Huth, man-
aging director of Kohlberg Kravis Roberts, a 
US asset management fi rm. He added that  
the change in investment style will be “posi-
tive” in the long run for the SWFs. 

A slump in global markets, a decline in asset 
prices and falling oil prices has forced a 
rethink in the investment strategies of SWFs, 
which have played a central role in the move 
by GCC states to diversify their economies.

Since the credit crisis, many SWFs have 
turned closer to home to shore up local 
markets destablized by the downturn, said 
Shahzad Shahbaz, CEO of QInvest, a Qatar 
investment fi rm. He added that SWFs are 
starting to study opportunities emerging 
across a range of asset classes.

“Although these investment vehicles have 
somewhat reduced liquidity, they are now 

looking at the full range of asset classes to 
put their money to work,” he commented.

Paris and Doha boost ties
FRANCE/QATAR: The Qatar Financial Centre 
Authority (QFCA) and Paris Europlace have 
signed a Memorandum of Understanding 
(MoU) to set out areas of cooperation 
between both organizations to help develop 
the growth of fi nancial services between 
Qatar and France. 

“This partnership is testament to the 
relationship between France and Qatar, as 
well as the importance of measures set 
up by the French government to improve 
the attractiveness of the Paris fi nancial 
marketplace, and welcome Islamic fi nance 
professionals,” said Christine Lagarde, the 
French minister of economy, industry and 
employment. 

Stuart Pearce, CEO and director general of 
the QFCA, added: “We have already licensed 
a number of French fi rms to operate from 
the QFC, but we see scope for more and this 
agreement will help us both to stimulate inter-
est in what the QFC has to offer and identify 
the fi rms with the greatest interest in develop-
ing new business in Qatar and the region.” 

Meanwhile, Arnaud de Besson, managing 
director of Paris Europlace, said the 
agreement underlines the common 
willingness between the two countries to 
develop cooperation in sectors such as 
asset management, environmental fi nance, 
insurance, real estate and stock markets. 

Qatar’s economy and fi nance minister Yousuf 
Hussein Kamal was equally optimistic.

“We feel confi dent that this agreement will 
encourage French fi rms to enter the Qatari 
market and participate in our dynamic 
economic growth,” he said.

continued...
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GLOBAL
Moody’s: Manage risks, 
then grow
GENERAL: There are various characteristics 
identifi ed in strategies adopted by Islamic 
banks which will enhance their long-term 
ratings, said Moody’s Investors Service 
in a report, adding that these included 
improving franchise value, risk positioning 
and fi nancial fundamentals that lead to 
achieving asset growth.

“While this is important, appropriate systems 
and infrastructure to address risk issues 
need to be in place to support sustainable 
growth. Therefore, risk management should 
be implemented fi rst followed by growth,” 
said Moody’s vice-president/senior analyst, 
Christine Kuo. 

“When it comes to global comparisons, it is 
more important for Islamic banks to build 
strong franchises in selective markets and 
businesses, and to maintain sound fi nancial 
profi les as opposed to big balance sheets,” 
she added.

The report assessed strategies adopted not 
just by Islamic fi nancial institutions, but also 
conventional banks which operate Shariah 
compliant departments.

S&P: Islamic fi nance 
remains strong
GENERAL: The global outlook for Islamic 
fi nance remains positive despite the 
downturn that more than halved Sukuk 
issuances last year compared with 2007, 
said Standard & Poor’s (S&P) Ratings 
Services in its report, Islamic Finance 
Outlook 2009. Sukuk issuances worldwide 
fell to US$14.9 billion last year from US$34 
billion the year before.

“The Sukuk market suffered heavily in 2008 
but we believe the outlook for asset-backed 
Sukuk is positive, despite the doubts raised 
by the disruption in global fi nancial markets 
and in structured fi nance,” said credit 
analyst Mohamed Damak. 

He said while Islamic fi nancial institutions 
remained somewhat insulated from the 
economic downturn, they are now vulnerable 
to the knock-on effects. 

“We see specifi c sources of risk stemming 
from the deepening economic slowdown in 
many countries, scarce liquidity pronounced 

stock market declines and plummeting real 
estate prices,” he commented.

Shariah compliant assets now total US$700 
billion after an annual growth exceeding 
10% for the past decade. “When economies 
begin pulling out of the downturn, we expect 
Islamic fi nance to resume its rapid growth… 
the market is attracting interest from an 
increasing  number of issuers in both 
Muslim and non-Muslim countries,” said 
Mohammed.

To uphold or not to uphold
GLOBAL: As a wave of debt defaults hit 
Islamic banks due to the global economic 
meltdown, the industry will be observing how 
contract disputes are settled in centers such 
as Dubai, Bahrain and Malaysia.

“The industry will be watching to ensure that 
legal disputes are settled in a transparent 
manner to give certainty to the contract 
terms entered into,” said Davide Barzilai, a 
London-based Islamic fi nance lawyer with 
Norton Rose. 

“If there is a string of cases which result in con-
tracts being overturned by the court for breach 
of Shariah, this could have a material impact 
on the growth of the industry,” he added.

Fuelled by a recent rush of oil money, 
Islamic bankers innovated on the basic 
fi nancing model, taking it beyond sale and 
profi t-sharing contracts to more complex 
derivatives, making it harder for the courts to 
settle disputes..

UK fi rms not keen to apply 
MALAYSIA/UK: Top British legal fi rms are 
unlikely to apply for a license to operate in 
Malaysia if they are only allowed to focus on 
Islamic fi nance. “Launching a pure Islamic 
fi nance practice would be a diffi cult thing to 
do. You need to have the opportunity to provide 
full-service capabilities for it to be a worthwhile 
venture,” said Stephen Parish, chairman of 
Norton Rose. 

Last month Malaysian prime minister Najib 
Razak announced that fi ve foreign law 
fi rms would be allowed to operate in the 
country, but can only offer legal services in 
international Islamic fi nance. Previously the 
country was closed to international law fi rms.

Lawyers in the UK were also reported to have 
said the Middle East is still seen as the main 
center for Islamic fi nance and an offi ce in 
Kuala Lumpur would be unnecessary.

Tighter regulations sought
GLOBAL: Islamic fi nance must strengthen 
regulation, boost its professional staff and 
diversify as it takes on a bigger global role 
in the aftermath of the worldwide fi nancial 
crisis, cautioned industry experts. They also 
predicted that Shariah compliant fi nancial 
products are likely to gain popularity as 
investors seek safer havens after the ruin 
caused by toxic derivatives sold globally by 
mainstream western banks.

However, experts also warned that Islamic 
fi nancial institutions must be on their guard 
against falling into the same unbridled 
excesses that jolted Wall Street and 
snowballed into a global economic downturn. 
“Islamic fi nance is not immune to such 
pitfalls,” warned Muhammad Sulaiman 
Al-Jasser, governor of the Saudi Arabian 
Monetary Agency.

MIDDLE EAST
SHUAA Capital posts Q1 
loss despite cutting costs
UAE: Despite signifi cant efforts to cut costs 
and grow its fee businesses, SHUAA Capital 
posted a net loss of AED198 million (US$54 
million) in the fi rst quarter of this year 
as it booked losses on investments. This 
compares with a net profi t of AED67 million 
(US$18 million) in the corresponding period 
last year.

Shuaa Capital’s private equity, asset 
management and fi nance businesses 
were all profi table in the quarter, but its 
investment banking unit, brokerage and 
corporate segment, which controls all cash 
related to the group, posted losses.

“The continued market turmoil during the 
fi rst quarter strained our results but there 
has been a signifi cant improvement in 
market sentiment since the beginning of 
March, and we are positive about the rest 
of this year,” said chairman Majid Saif Al 
Ghurair.

Shuaa Capital posted a loss of AED577.4 
million (US$157 million) in the fourth quarter 
of 2008 and last month, shareholders 
rejected a measure that would have forced 
the bank to be dissolved because of its poor 
performance.

The UAE is suffering from a slowdown in its 
real estate sector, which has led to thousands 

continued...
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of job cuts and prompted developers to cancel 
projects worth billions of dollars. Banks across 
the UAE took provisions for bad loans and 
wrote down investments in their fourth-quarter 
fi nancial reports.

First Finance Company 
accepts acquisition
QATAR: Barwa Bank is one step closer to 
taking over rival First Finance Company 
(FFC), which accepted an initial offer and 
said it would now initiate the legal process 
to close the deal. “The board of directors 
has initially agreed on the offer and has 
accordingly directed the executive committee 
to take the necessary legal steps,” said FFC, 
which offers Shariah compliant fi nancing 
facilities.

The deal with FFC, which has a market value 
of QAR1.68 billion (US$461 million) is one 
of several in Barwa’s portfolio of potential 

acquisitions as fi nancial fi rms in the Gulf 
start to knuckle under pressure to merge in 
the wake of the credit crisis.

Sakana sees profi t surge
BAHRAIN: Despite falling property prices, 
delayed or cancelled projects and the credit 
crunch, Islamic mortgage fi nance provider 
Sakana Holistic Housing Solutions saw 
its net profi t surge 126% to BHD245,000 
(US$651,594) in the fi rst quarter of this year 
over the corresponding period in 2008.

The fi rm, an equal joint venture between BBK 
and Shamil Bank now in its second year of 
commercial operations, nearly doubled its 
total assets to BHD41.1 million (US$109.31 
million) from BHD20.8 million (US$55.32 
million), while its mortgage book went up 
81% to BHD33.3 million (US$88.56 million).

Despite the encouraging results, CEO R 
Lakshmanan was cautious in his outlook 
for the year ahead: “Since the start of the 
crisis, the value of transactions has reduced 
with the continued reduction in volume. This 
will have an impact on future results with 
the cost of funds increasing signifi cantly, 
resulting in lesser margins.”

He added that Sakana, which has adjusted 
its fi nancing criteria to deal with the 
increased cost of funding, reduced take-up of 
mortgages and possible decreases in asset 
values, will continue to provide residents 
with fi nancing for up to 80% of their property 
value for terms of up to 30 years.

Bahrain’s Islamic assets 
grow 50%
BAHRAIN: The country’s Islamic banking 
assets increased 50% last year to US$25 
billion compared with US$16.4 billion in 
2007, a testament to the success and 
resilience of the Islamic banking system, said 
the Central Bank of Bahrain (CBB). 

Executive director of banking supervision 
at CBB Khalid Hamad, commented, “It is 
Bahrain’s tried and trusted world-class 
regulatory standards that have helped attract 
institutions to the country and led to the 
rapid growth of Islamic fi nance assets.” 

CEO of the Economic Development Board, 
Shaikh Mohammed Essa Al Khalifa echoed 
his sentiments. 

“At a time when so many fi nancial systems 
around the world are in trouble, these 

results show that our culture of conservative 
regulation, based on ethical values, and 
public and private partnership, is the way 
forward.”

The CBB has approved more than 33 licenses 
for Islamic fi nance institutions since 2005.

IBQ opens fi rst Shariah 
compliant branch
QATAR: The International Bank of Qatar (IBQ) 
has opened its fi rst Al Yusr Shariah compliant 
banking branch in Doha, which will offer a 
full range of services and products including 
consumer and personal fi nance solutions 
such as Murabahah and Tawarruq, as well 
as corporate banking fi nancing based on 
Istisna, ljarah and Murabahah.

“We are committed to meeting the needs 
of our customers in this rapidly changing 
environment where Islamic fi nance is playing 
a major role in the capital markets and 
banking arena, both internationally and 
locally,” said George Nasra, IBQ managing 
director 

According to the Qatar Central Bank, the 
country’s Islamic banking assets grew by 
a compound annual growth rate of 54.3% 
between 2003 and 2008, accounting for 
more than 15% of total banking assets. 

IBQ has been operating in Qatar since 1956, 
and is 30% owned and managed by the 
National Bank of Kuwait (NBK).

Mortgage fi nancing for 
Difaaf project
BAHRAIN: Bahrain Islamic Bank (BIsB) 
and Reef Venture Holding have signed an 
agreement to provide clients up to 25 years 
fi nancing at a profi t rate of up to 8.5% for 
the purchase of units in the Difaaf project on 
the man-made Reef Island. Difaaf is a luxury 
residential project composed of two sea-front 
towers worth US$200 million.

“We are delighted with the signing of this 
agreement which will offer unique facilities to 
our valued clients who wish to benefi t from 
BisB’s services and  purchase apartments in 
the Difaaf project,” said Reef Venture’s board 
member Saleh Bagaeen. 

Reef Island, in the heart of the capital 
Manama, is a pioneering real estate 
development project in Bahrain.

continued...

Investment Dar defaults 
on Sukuk
KUWAIT: Investment Dar, half-owner 
of Aston Martin Lagonda, failed to pay 
holders of its US$100 million Sukuk their 
“periodic distribution” last month, making 
it the fi rst company in the Persian Gulf to 
default on its Islamic bonds.

The cash-strapped company was unable 
to make the payment, which fell due on 
April 27, to  holders of its Sukuk which 
matures in 2010.According to Bloomberg, 
the Kuwait-based company still owed 
some KWD1.08 billion (US$3.73 billion) 
as of September 2008.

The default will have a wider implication 
as investors watch to see if the 
restructuring sets a precedent for 
Islamic investments, noted Nish Popat, 
head of fi xed income at ING Investment 
Management in Dubai. 

Investment Dar, which has more than 
50 subsidiaries and associates, said in 
March that it may sell non-core assets to 
focus on parts of its banking, real estate 
and luxury goods units. It also announced 
that it was developing a restructuring 
plan with Credit Suisse.

(Also see IFN Report on page 15)
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MIDDLE EAST
Emirate bails out Nakheel 
UAE: Government-owned real estate 
developer Nakheel confi rmed that it 
had received a cash injection from the 
government, adding that it was also 
restructuring some payment plans with 
suppliers. Last month, the government said it 
had lent US$5 billion from the US$10 billion 
federal loan to help state developers pay 
outstanding invoices.

Nakheel, the developer responsible for 
grandiose projects such as the Palm 
Jumeirah island, constructed out of 
reclaimed land to resemble palm fronds, 
refused to say how much it had received. Its 
projects have been hit by the property crash 
that saw prices collapse by more than 40% in 
the last quarter.

Al Rajhi scrapes by 
SAUDI ARABIA: Al Rajhi Banking & 
Investment Corporation (RJHI) saw a 
turnaround in performance with a 1.2% 
increase in profi t for the year ended 2008 
from an 11.7% decline the previous year. 
The company attributed its improved 
performance to income growth from both 
core banking and non-commission activities. 
It did not divulge what the actual profi t 
fi gures were.

Its net income from investments increased 
10% to SAR8.4 billion (US$2.2 billion) from 
SAR7.7 billion (US$2 billion) in 2007. Its 
net investments grew 37.3% to SAR144 
billion (US$38 billion) from SAR105 billion 
(US$28 billion) previously. Net investments 
accounted for 87.3% of RJHI’s total assets.

Its customer deposits, which account for 72.9% 
of its funding, grew some 30% to SAR120 bil-
lion (US$32 billion) from SAR93 billion (US$25 
billion) in 2007. The bank’s spreads fell to 6.5% 
last year from 7.5% in 2007.

Profi t up 5.1% for Albaraka
BAHRAIN: Albaraka Banking Group’s net 
profi t increased 5.1% to US$43 million in 
the fi rst quarter of 2009 from the previous 
quarter. Its total assets remained the same 
as the previous quarter at US$11 billion.

The bank’s total operating profi t was US$139 
million against US$141 million in the fi rst 
quarter of 2008. Its net operating income 
for the period was US$70.5 million while 

operating assets (fi nance and investments) 
slipped to US$8 billion from US$8.1 billion 
last year. Liquid assets rose 10% to US$3.2 
billion.

Customer deposits and other accounts and 
unrestricted investment accounts increased 
slightly to US$8.91 billion from US$8.87 
billion at the end of 2008.

‘Adequate’ profi ts for 
Bahraini banks
BAHRAIN: While write-downs continue to hurt 
Bahraini retail and wholesale banks, they 
are expected to be adequately profi table this 
year, according to Fitch Ratings.

“Although asset quality remains reasonable, 
loan impairment charges are rising from low 
levels,” said Philip Smith, senior director 
in Fitch’s Financial Institutions team. He 
pointed out that many banks reported loan 
growth in excess of 20% in 2007, which 
could result in asset quality problems as the 
credit cycle turns. 

Fitch said retail banks like National Bank of 
Bahrain (NBB), Bank of Bahrain and Kuwait 
(BBK) and Ahli United Bank (AUB) are likely 
to see lower profi tability due to slower loan 
growth and continued pressure on asset 
quality and capital.

It noted that AUB and BBK have a fairly high 
exposure to the property and construction 
sectors, and that only a part of AUB’s 
operations is in Bahrain, where the property 
market is less overheated compared to other 
Gulf Cooperation Council countries.

Two of the banks — Arab Banking Corporation 
(ABC) and Gulf International Bank (GIB) — are 
changing their strategies, noted Fitch. It said 
the new strategies are, however, surrounded 
by “execution risks”, adding that the agency 
will monitor developments closely. Following 
large cumulative impairment charges of 
US$1.2 billion for ABC and US$1.3 billion for 
GIB, Fitch believes that potential for further 
major investment losses is limited.

DFM fi nalizes Sukuk 
issuance standards
UAE: The Dubai Financial Market (DFM) has 
fi nalized comprehensive standards for Sukuk 
issuance, said Hussain Hamid Hassan, 
chairman of the bourse’s Shariah board. 
He added that the standards are expected 
to be announced within the next two weeks 

following approvals from the authorities. DFM 
is the fi rst and the only Shariah- compliant 
stock market in the world.

Besides the issuance of Sukuk, the 
standards also cover areas related to the 
listing and trading on secondary markets of 
the instrument. Industry practitioners say the 
establishment of standards will help create a 
vibrant retail market for Sukuk in the region.

Hussain was hopeful that the Sukuk industry, 
which has slowed down signifi cantly, will  
bounce bank in the second half of the year. 
At least US$5 billion to US$6 billion worth of 
Sukuk is in the pipeline for that period.

Emaar continues to hire 
UAE: Dubai-based Emaar Properties is 
bucking the general trend and planning 
to hire 1,600 new workers within the next 
three months for its retail, hospitality 
and entertainment divisions. Chairman 
Mohammed Alabbar said the company aims 
to beef up its subsidiaries while waiting for 
the real estate market to recover.

The announcement comes amid thousands 
of lay-offs in the troubled real estate 
sector that has been hit by the property 
crash. Emaar was one of the few fi rms that 
managed to turn a profi t last year, although it 
was much lower than in 2007.

The company announced a US$831.7 
million net profi t for the fi nancial year 2008 
compared to US$1.79 billion the previous 
year. The drop was largely due to the US$481 
million loss suffered in the last quarter, 
which Emaar blamed on huge US write-
downs and goodwill impairment that cost 
some US$735 million.

ADCB to set up Islamic unit
UAE: Abu Dhabi Commercial Bank (ADCB) 
plans to launch an Islamic fi nance company 
with a paid-up capital of AED200 million 
(US$54 million) this year to provide services 
to individuals as well as companies.

“ADCB’s Islamic banking unit is getting ready 
to open the Abu Dhabi Commercial Islamic 
Finance Company soon,” said Mofadal 
Khamry, head of Islamic products.

The paid-up capital has been fully subscribed 
to by the founding partners, which include 
Abu Dhabi Commercial Properties and Al 
Dhabi Brokerage Services, both wholly 
owned subsidiaries of ADCB.
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ASIA
Shariah expert on MAA 
Takaful board
MALAYSIA: MAA Takaful has appointed 
a Shariah advisor to its board to give it 
a competitive advantage in the Islamic 
insurance market, said CEO Salim Majid 
Zain. “Having an expert on board will 
enhance our expertise in Islamic fi nance 
and corporate governance as well as give 
more confi dence to our target market 
customers,” he added.

The company, a joint venture between MAA 
Holdings and Bahrain’s Solidarity, is looking 
at a growth of 35% in regular investment-
linked new business by the end of the year.

Good response to HLTM 
Takaful’s products 
MALAYSIA: Hong Leong Tokio Marine 
Takaful (HLTM Takaful) has received a 
positive response to its HLTMT i-Save and 
i-Grad schemes. The i-Save is a regular 
contribution investment-linked product 
while the i-Grad is a long-term education 
savings scheme. Both Shariah compliant 
products offer Takaful protection and 
savings.

“The response shows that our customers 
are more conscious about Family Takaful 
and convinced of the necessity and 
importance of savings and of having 
an education scheme for their children, 
especially during these times of economic 
uncertainty,” said Ab Latiff Abu Bakar, 
HLTM Takaful CEO.

The Islamic insurance fi rm is a key 
component of the Hong Leong Islamic 
Financial Services Group, which is an 
integrated platform offering Islamic 
banking, Islamic investment banking and 
Islamic wealth management and Takaful.

GLOBAL
Double-digit growth ahead 
GLOBAL: The Islamic insurance industry 
should see double-digit growth over the next 
few years, dampened only slightly by the fi -
nancial crisis, said a leading industry offi cial.

Vice-chairman and CEO of Islamic Arab 
Insurance (SALAMA) Dr Saleh Malaikah 
said the Takaful business is expected to 

grow 17% a year over the next three years, 
after an annual growth of 25% from 2004 
to 2007. During that period, conventional 
insurance grew only 10.2%.

A recent report by HSBC estimated the size 
of the global Islamic banking market at be-
tween US$650 billion and US$750 billion a 
year. The global Takaful market is estimated 
to reach US$14.4 billion by 2010.

MIDDLE EAST
Skilled manpower 
shortage 
GCC: The Islamic insurance sector in 
the region is facing a shortage of skilled 
manpower due to the rising number of 
Takaful companies and multinational 
insurers and brokers entering the sector, 
said an insurance expert.

General secretary of the Emirates 
Insurance Association Farid Lutfi  said 
trained and experienced insurance experts 
are being poached by rival insurance 
companies and other fi nancial services, 
which makes retaining staff a major 
problem for most insurance companies.

He added that it would be better for 
companies to train and develop their own 
people rather than lure their competitors’ 
employees with better packages and 
benefi ts.

BNH’s net profi t up
BAHRAIN: Bahrain National Holding (BNH) 
has posted a net profi t of BHD798,000 
(US$2.12 million) for the fi rst quarter 
of 2009 compared to BHD1.01 million 
(US$2.68 million) in the corresponding 
period last year.

The net profi t is obtained after deducting 
BHD234,000 (US$621,500) for investment 
portfolio impairment. Total gross premiums 
for the period reached BHD7.4 million 
(US$19.65 million) with net earned 
premiums of BHD3.2 million (US$8.5 
million), similar to the same period last 
year. 

The underwriting profi t was BHD804,000 
(US$2.14 million) compared to 
BHD799,000 (US$2.12 million) last 
year, an encouraging start to the year 
considering the diffi cult economic 
conditions.

CEO of BNH Mahmood Al Soufi  said, “We 
are pleased that the underwriting profi t 
is similar to last year’s but investment 
returns were down to BHD403,000 (US$1.1 
million) from BHD514,000 (US$1.4 million) 
in 2008”.

BNH is a shareholder and founding 
member of the Gulf Insurance Institute, a 
training institute specializing in Islamic and 
conventional insurance.

Health boost for Takaful 
sector?
QATAR: The Islamic insurance sector would 
get a shot in the arm if health insurance 
became mandatory in the country, said a 
top executive of Qatar Islamic Insurance.
A scheme was proposed where sponsors or 
employers would be required to purchase 
health insurance for their expatriate 
employees and their dependants, but no 
date was given for the  scheme to take 
effect. Qatar’s insurance sector only grew 
5% last year from 2007 and Qatari insurers 
say the sector would grow more quickly if it 
is properly regulated.

Do you have more than 
one person 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



Page 14© 15th May 2009

www.islamicfi nancenews.com
RATING NEWS

ASIA
IRIS’ ratings reaffi rmed

MALAYSIA: RAM 
has reaffi rmed IRIS 
Corporation’s RM135 
million (US$40 million) Bai 
Bithaman Ajil Islamic Debt 

Securities (BAIDS) (2003/2010) at ‘A3’.

Subsidiary IRIS Technologies’ (IRIS Tech) 
RM60 million (US$17 million) BAIDS 
(2003/2010) has also been affi rmed at ‘A3’ 
and its RM40 million (US$11 million) Muraba-
hah commercial papers/medium-term notes 
program (2004/2011) affi rmed at ‘A3/P2.

RAM affi rmed the ratings of these papers 
because IRIS remains the sole supplier of 
e-passport substrates and MyKads in the 
country. In addition, the group has diversifi ed 
abroad with 47% of its turnover coming from 
overseas projects in 2008.

IRIS’ liquidity is moderated by the fact that 
RM89 million (US$25 million) of its debts 
are due in July 2010. In addition, its cash 
fl ow is volatile due to the lumpiness of its 
project-based revenue. Meanwhile, RAM has 
maintained the negative outlook on its long-
term ratings until the source of repayment for 
a substantial amount of the group’s debts, 
maturing in 2010, is fi nalized.

Seafi eld obtains ‘AA2’
MALAYSIA: RAM has assigned 
Seafi eld Capital’s proposed 
RM1.5 billion (US$430 million) 
Sukuk a long term rating of 
‘AA2’ with a stable outlook 

based on an expected drawdown of up to 
RM1.1 billion (US$315 million) in nominal 
value under the program.

Expressway Lingkaran Tengah (ELITE), the 
concessionaire for the 63-km North-South 
Expressway, the Kuala Lumpur International 
Airport Extension Link and the Putrajaya Link 
will be issuing the Sukuk through a special 
purpose company, Seafi eld Capital. 

The rating refl ects ELITE’s credit risk and 
the strong credit link between all the 
expressways. It is supported by the strategic 
alignment of the expressways as the 
primary link between the New Klang Valley 
Expressway and the North-South Expressway, 
as well as the continuous year-on-year traffi c 
growth of between 2.6% and 9.2% over the 
past six years.

On the other hand, RAM is concerned about 
ELITE’s exposure to certain fi nancial risks 
and its future indebtedness. ELITE’s program 
gives it the fl exibility to issue additional 
Sukuk and incur other borrowings, including 
fl oating-rate ones, which would create an 
element of interest-rate risk.

MIDDLE EAST
Stable outlook for NBQ

UAE: Fitch Ratings has 
affi rmed the National Bank 
of Umm Al-Qaiwain’s (NBQ) 
long-term issuer default 

ratings (IDRs) at ‘BBB+’ with a stable outlook. 
Its short-term IDRs are affi rmed at ‘F2’, with 
an individual rating of ‘C/D’ and a support 
rating of ‘2’. The support rating fl oor is ‘BBB+’.

The bank’s IDRs refl ect the expected support 
from the UAE authorities, while the downside 
risk is limited as the long-term IDR is now at 
the support rating fl oor. The upside on the in-
dividual rating is also limited. Downside pres-
sure on the individual rating could arise from 
signifi cant deterioration in asset quality, re-

sulting in lower profi tability and capital ratios 
and/or further material decline in liquidity.

NBQ’s operating profi t increased 13% year-
on-year in the fi rst quarter of 2009. Revenue 
growth is, however, likely to slow down this 
year as lower business volumes weaken the 
UAE economy, particularly Dubai. 

Additionally, the higher loan impairment 
charges will put a pressure on profi tability. 
Lower valuations on equity investments — if 
markets do not pick up — will also negatively 
affect performance. Cost effi ciency, however, 
remains satisfactory. NBQ is a UAE-based 
fi nancial institution providing retail and 
corporate banking services with NBQ 
Islamic banking as its main division offering 
personal fi nance services to UAE nationals 
and expatriates.

AOI on CreditWatch
UAE: Standard & Poor’s Ratings 
Services (S&P) has placed 
Dubai-based Arab Orient 
Insurance’s (AOI) long-term 
counterparty credit and insurer 
fi nancial strength ‘A’ rating on a 

CreditWatch with negative implications.

“The CreditWatch refl ects our concern that 
Arab Orient’s parent, the Al-Futtaim Group, 
is heavily exposed to the deteriorating 
operating environment in Dubai,” said S&P 
credit analyst Nigel Bond. The previous rating 
assigned refl ected the company’s strong 
capitalization and stable earnings, which 
were consistently accompanied by prudential 
asset management and fi rm liquidity. 
These factors are now partially offset by 
the company’s high use of reinsurance 
and the concentration risk from banking 
counterparties.

AOI is the holding company of a Shariah 
compliant entity, Arab Orient Takaful 
Insurance, which is based in Egypt.

NEW

Vince Cook
Chief Executive Officer, 

The Islamic Bank of AsiaSUBSCRIBE 
NOW!

“Since our inception, we have found IFN to be 
a timely source of intelligent commentary on 
the issues of the industry and a great source 
of reference material.”
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Sukuk, once regarded as one of the most popular and lucrative trans-
actions to come out of the Islamic fi nance industry, experienced its 
darkest day this week with the news that distressed fi nancial insti-
tution Investment Dar had defaulted on a periodic distribution of its 
US$100 million Sukuk due on the 27th April.

It was reported that Investment Dar’s failure to make payment on its 
Sukuk Al Musharaka, which matures in 2010, made it the fi rst Gulf 
company to default on an Islamic bond. According to a statement to 
the Bahrain Stock Exchange, Investment Dar through its Bahraini unit 
The Investment Dar Sukuk Company said a default of more than 14 
days had occurred in the payment of a periodic distribution amount. 
The statement added that the holders have until the 26th May to de-
cide whether to redeem the certifi cates at a dissolution distribution 
amount and dissolve the trust.

In March, Investment Dar announced that it was contemplating selling 
its “non-core assets” to focus on the banking, real estate and luxury 
sectors. Last month it revealed that it was developing a restructuring 
plan with Credit Suisse Group.
 
Islamic Finance news spoke to Khalid Howladar, the UAE-based senior 
vice president of Moody’s Investors Service, who said the default of 
Investment Dar’s periodic distribution would be a test for the legal 
and insolvency mechanisms in Kuwait. He said that while Investment 
Dar is unrated, it is of critical interest to Moody’s to see how Sukuk 
investors’ rights are respected.

“As it is most likely an asset based or ‘unsecured’ Sukuk, the inves-
tors will see that they have no priority over the assets of the default-
ing company. This is contrary to the principle of asset ownership that 
some may expect.

“In a boom, investors were not focused on risk, or more specifi cally, 
credit risk. A lot of name lending/investment occurred here. Many is-
suances were unrated. Now the local markets are much more aware 
of risk. It is an educational process in a very young capital market; les-
sons that would apply equally to conventional and Islamic,” he said.

On the implications for the Islamic bond market, Howladar felt that 
even though defaults and bankruptcies are painful in the short term, 
this would strengthen the market in the long term. He also said that in 
these times, it would not be unusual to witness more defaults, citing 
the East Cameron Gas Sukuk, which has fi led for bankruptcy in the 
US, hence placing its Sukuk in jeopardy.

“Nakheel is also reported to be considering restructuring its Sukuk 
which, if concluded on unfavorable terms, would be a distressed re-
structuring or default from Moody’s perspective,” he added.

However, Howladar is optimistic that the industry will not only survive 
but emerge stronger from this setback. “The bigger issue is form over 
substance. If the industry merely copies conventional fi nance, then it 
does not really add much value. But if it were to focus on what makes 
it different and special, then a healthy, successful but smaller future 
is assured,” he said.

Reports by Raphael Wong

KUWAIT
A dark day for Sukuk

Labuan International Business and Financial Centre (IBFC) is optimistic 
that its current strategies in developing its Islamic fi nance sector will 
attract more players. Central bank governor Zeti Akhtar Aziz said Ma-
laysia’s offshore center offers several niche areas in which it has devel-
oped the expertise and players, including re-Takaful and mutual funds.

“Labuan has a head start in attracting players with specialization in 
these areas. What is important is that Labuan is undertaking this for 
the (entire) Asia-Pacifi c region and much of the business is actually 
“out-out” business (by foreign parties for foreign parties), she said. 
Meanwhile, Labuan Offshore Financial Services Authority (LOFSA) 
director-general Azizan Abdul Rahman announced that an omnibus 
law for the Islamic fi nancial services is expected to be in force later 
this year. It would encompass, among others, the banking, re-Takaful, 
foundation and trust sectors.

Labuan IBFC CEO Martin Crawford told Islamic Finance news that the 
center recognized two areas of very strong growth in Islamic fi nance: 
wealth management and structured fi nance. He pointed out that there 
are many wealthy families in Malaysia, Indonesia and China without a 
proper vehicle for saving money or for passing on their wealth to the 
next generation.

“One of the things we will be bringing in is this concept called the 
foundation, which is a separate legal structure designed for the non-
common law countries. These are the civil law countries like Indone-
sia, the Philippines, Thailand and China. The concept of trust is well 
known but that cannot be done in civil law countries, so a foundation 
would be popular among these people. There is no jurisdiction in this 
region that has foundation law at the moment. Foundation exists in the 
Caribbean and Switzerland but not in this part of the world. So in the long 
term, it would be a good growth area for Muslim and other investors for 
their future generations,” he said.

Crawford noted that structured fi nance has gained popularity, with the 
leasing sector recording the highest growth in 2008 with 27 new leas-
ing fi rms approved. Leased assets grew by 22.9% to US$17.4 billion, 
underpinned by activities in the oil and gas and aviation sectors. “Be-
cause of the exemptions that now allow Malaysians to benefi t from 
Labuan, this has suddenly opened up the Malaysian market even 
more,” he added.

Asked whether Labuan IBFC is looking to promote the leasing sector 
overseas, Crawford said: “Defi nitely. We have been talking in places 
like Hong Kong, Singapore, Bangkok and the Middle East and we can 
expect some customers out of those regions as well. Don’t forget, it 
does not have to be for an Islamic investor. It could be a conventional 
investor using an Ijarah structure. It is not secular in that way.” He said 
that with the Islamic fi nance industry emerging in countries like Singa-
pore and Hong Kong, Labuan is working hard to continue fi nding new 
structures or ways in which it could grow the market. He welcomed the 
prospect of Labuan IBFC working with the new entrants to the Islamic 
fi nance industry.

“We are happy to work with London, Singapore or Hong Kong and help 
them beef up because we’d rather bake the whole pie and have a cer-
tain slice of it rather than argue about how large each country’s slice 
is. We know that if we can grow the whole pie, Malaysia will benefi t,” 
he added.

MALAYSIA
Niche targets for offshore haven
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Islamic fi nance companies looking to reduce their dependence on the 
real estate sector — which loaded their books with what turned out to 
be deadweight in the wake of the global fi nancial meltdown — may be 
moving towards fi nancing projects that have a positive impact on the 
community or environment.

Last week, UK Islamic bank Gatehouse and Swiss fund management 
company Sustainable Asset Management (SAM) announced the fi rst 
ever Shariah compliant water-focused investment strategy fund which 
is aimed at helping solve the global water shortage crisis and meet the 
growing demand for water investments. Gatehouse said this may be a 
future direction for Shariah compliant fi nancing which combines high 
returns with sustainability trends.

“Global developments such as population growth, investments in the 
renewal of water resource infrastructure, the strategic need for pota-
ble water, as well as effi cient water management will represent signifi -
cant growth drivers in the years ahead,” it said in a statement.

According the World Health Organization, 1.1 billion people do not 
have access to clean drinking water.

“This new collaborative ‘Islamic fi nance water strategy’ affords inves-
tors the opportunity to gain a fi nancial interest in sustainability-orient-
ed companies that offer technologies, products and services through-
out the entire value chain of the water industry, while adhering at all 
times to Shariah guidelines,” the company added.

Gatehouse, which is owned by Kuwaiti investment company Securities 
House, has set no limits on how much it intends to raise and projects 
“above average returns”. It told Islamic Finance news that it will offer 
this fund to as many investors as possible and anticipates high inter-
est. “The market potential for this type of strategy is huge given the 
special appeal of the water theme in an Islamic fi nance framework.”

What exactly will it invest in? “We have two levels of selection. Firstly 
SAM identifi es companies which meet the investment criteria for sus-
tainability investing and have an exposure to water. This could include 
technology companies but also distribution, utilities and food.

“Then we screen these companies for Shariah compliance. This means, 
among other things, monitoring the fi nancial ratios of the companies 
related to leverage and interest income to ensure they fall within ac-
cepted Shariah guidelines.”

Gatehouse added that it will seek quality investments around the 
world, focusing on established listed companies. “The balance will be 
in the US, Europe and Asia, with a small focus on emerging markets.”

It intends to raise money from the Gulf Cooperation Council (GCC) 
countries and Southeast Asia, notably Malaysia, as well as fi nancial 
institutions in Switzerland, France, Luxembourg and the UK. The initial 
response has been encouraging and Gatehouse and SAM are plan-
ning a joint road show in June to introduce the Islamic water strategy 
to GCC institutional investors: “The market tells us that there is high 
demand for this innovative investment strategy.” 

Is this where Islamic fi nancing is heading over the next few years? 
“Successful Islamic investment products will be those that not only 

meet the fi nancial and activity-based screens for Shariah investments, 
but also whose entire approach to investing is based on adhering to 
wider principles of Islam such as concern for the environment, access 
to basic resources and sustainability in general.”

SAM, an asset management company exclusively focused on sustain-
ability investments, already manages a US$1.5 billion mainstream 
water fund. The company, which is majority-owned by Dutch fi nancial 
group Robeco, will manage the new fund’s assets. 

Gatehouse said it chose to work with SAM because of the latter’s ex-
pertise and commitment to the sustainability sector, backed by a world-
class investment approach. “Sustainability investing means investing 
in sustainable earnings. This means identifying companies who profi t 
better than their peers from sustainability trends such as water scar-
city. The ability to anticipate and address fundamental needs gives 
them a critical advantage in their respective markets.”

Will Gatehouse be launching more “sustainable” funds with SAM? 
“The launch of future products will depend primarily on investors’ 
needs but both Gatehouse and SAM are confi dent that the interaction 
of sustainability and Shariah compliant investing will be become more 
important in the future.”

In a report on “The Future of Sukuk: Substance over Form” released 
recently, Moody’s Investors Service highlighted the need for ethical 
fi nancing and social responsibility. When asked whether the SAM-
Gatehouse fund would fi t the bill, Khalid Howladar, vice president and 
senior credit offi cer of Moody’s, affi rmed: “This is exactly the type of 
project that has social benefi ts.” 

But he cautioned: “One needs to be careful to balance the desire for 
profi t and the need for economic viability with the sale of ‘water’ to peo-
ple who may desperately need it. Ethical means just ensuring the right 
fi nancing and investments from a moral and humane perspective.” 

Last week Malaysia’s central bank deputy governor Mohd Razif Ab-
dul Kadir said Islamic fi nance needs to address its over-reliance on 
real estate. He pointed out that although Islamic fi nance markets had 
escaped the subprime crisis, it would not be spared the effects of 
the contagion. His remarks came in the midst of a slew of negative 
news reports from Islamic fi nance companies in the Gulf. For instance, 
Dubai-based Islamic mortgage company Amlak Finance posted an 
AED204 million (US$55.5 million) loss in the fourth quarter of last year 
mainly due to a sharp fall in real estate investments.

Investment DAR, half-owner of carmaker Aston Martin, became the 
fi rst company in the Gulf to default on a payment for its US$100 million 
Sukuk. Government-owned Nakheel, developer of some of the more 
grandiose projects in Dubai, admitted to receiving a bail-out from the 
emirate’s department of fi nance to help pay its invoices.

The new Shariah compliant water fund is the second venture combin-
ing ethical and sustainable fund management with Islamic fi nance. 
Last month, UK-based F&C Asset Management teamed up with BMB 
Islamic to offer an investment product combining ethical and Islamic 
principles.

By Jennifer Jacobs

GLOBAL
Islamic funds go green
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When it comes to Islamic fi nance, much attention has been focused 
on Bahrain and Dubai, partly because these countries have a need 
to promote themselves as fi nancial centers and draw business. By 
contrast, oil and gas-rich Qatar appears to be sitting back and taking 
it easy. A closer examination, however, would reveal that this is 
anything but the case.

The government has put in place the necessary laws for the regulated 
development of the industry, and the corporate sector is going all out 
both domestically and abroad to develop Islamic fi nancial institutions. 
In addition, Qatar’s economy continues to grow while those of its 
neighbors stagnate or even contract, presenting it with all the right 
fundamentals for continued sustained development. All of this makes 
Qatar one of the most dynamic centers for Islamic fi nance in the Gulf 
Cooperation Council (GCC).

Qatar Islamic Bank
More than a quarter of the retail bank deposits in Qatar are Shariah 
compliant, the highest proportion of any GCC state, indicating the 
client commitment to Islamic banking. The leading Islamic fi nancial 
institution is the Qatar Islamic Bank (QIB), established in 1982. Today 
it is the fourth largest Islamic bank in the GCC with assets valued at 
QAR33 billion (US$9.1 billion) as at the 31st March 2009.

Although it faces stiff competition in the local market from both 
conventional and other Islamic banks, it still accounts for over 50% of 
the Shariah compliant assets in the country, and around 20% of the 
total bank assets. It has 24 branches and over 100 ATMs throughout 
Qatar, and plans to increase its branch network to 35 by 2012.

QIB’s unrestricted investment deposits based on a Mudarabah 
structure are worth over QAR14 billion (US$3.8 billion), mostly subject 
to periods of notice for withdrawal. Its current account deposits are 
worth QAR5.5 billion (US$1.5 billion) and are subject to withdrawal 
on demand.

As Qatar has been less affected by the international fi nancial crisis 
than its GCC counterparts, QIB continues to be profi table, with QAR420 
million (US$115 million) recorded for the fi rst quarter of 2009. 
This was, however, a decline from QAR574 million (US$158 million) 
recorded for the same period in 2008.

Income from fi nancing activity has continued to rise, but income from 
investment activity has fallen dramatically, accounting for much of the 
decline in profi tability. Nevertheless, unrestricted investment account 
holders received QAR74 million (US$20 million) in the fi rst quarter of 
2009, only a 10% decline from the fi rst quarter of 2008.

Shareholders suffered a greater loss of earnings. Although they 
received QAR350 million (US$96 million) in distributions during this 
period, this was a decline of almost 25% from the January to March 
period of 2008.

QIB took a strategic decision to expand overseas in 2003. In 2004, 
it led a consortium of GCC banks in establishing Lebanon’s leading 
Islamic bank, Arab Finance House. It has subsequently moved further 
afi eld with the setting up of Asian Finance House in Kuala Lumpur in 

March 2007, in which QIB is a major shareholder. The following year 
QIB formed an Islamic bank in London, the European Finance House.

Income from its overseas operations has become increasingly 
signifi cant, accounting for almost 40% in the fi rst quarter of 2008. 
This declined to 31% in the fi rst quarter of this year, refl ecting the fact 
that fi nancial conditions in the UK, Lebanon and Malaysia were worse 
than in Qatar. 

Nevertheless, the success of its international diversifi cation strategy 
should be judged from a long-term perspective rather than from results 
under exceptional economic conditions.

Apart from its London and Beirut affi liates, QIB has subsidiaries in 
Bahrain, Yemen and Kazakhstan. It is undertaking feasibility studies 
with a view to setting up subsidiaries in Turkey, Egypt and Indonesia.

Qatar National Bank Al Islami
QIB’s main competition does not come from other Islamic banks in 
Qatar but rather from conventional Qatar National Bank’s (QNB) 
Islamic banking division, QNB Al Islami. QNB, by far the largest bank 
in Qatar accounting for 40% of the country’s total banking assets, has 
been operating in Doha since 1964. It has 41 conventional branches 
but its Islamic arm, Al Islami, which was only launched in 2005, has 
already opened a network of 11 branches.

By the fi rst quarter of this year, Al Islami’s assets were worth almost 
QAR15 billion (US$4 billion), roughly half the value of QIB’s total 
assets. However, its profi tability was lower at QAR15 billion (US$4 
billion) during that period, only 22% of QIB’s. This may refl ect the costs 
of expanding the branch network, although it also demonstrates that 
the external economies and overhead savings that conventional banks 
are thought to enjoy when providing Shariah compliant services could 
be exaggerated. The main cost savings come from sharing the QNB 
information technology platform.

QNB Al Islami provides a range of fi nancial products to suit the needs of 
most retail and commercial clients. Its current accounts are based on 
a Qard Hasan structure with no monetary return to the client but with 
access to ATMs via debit cards. It also offers Al Islami Master Cards 
which enable customers to earn points on purchases and qualify for 
free fl ights through a partnership with Qatar Airways.

Those with Mudarabah investment accounts also benefi t from these 
cards, in addition to the attractive returns earned on their deposits. For 
the fi rst quarter of this year, they earned 5.6% for investment deposits 
of six months or longer, 5.27% for three-month deposits, 4.94% for 
deposits of less than three months and 3.30% for call deposits. 
However, these returns have to be viewed in the context of infl ation in 
Qatar. Although it has fallen signifi cantly since 2008, infl ation is still 
at about 8.5%.

Like other Islamic banks in Qatar, QNB Al Islami provides vehicle 
fi nancing of up to 60 months for Qataris and 36 months for expatriates. 
It also provides fi nance for housing for up to 360 months for Qataris 
and 300 months for expatriates (with grace periods allowed). If the 

Qatar Poised to Lead
By Professor Rodney Wilson
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dwelling is under construction, buyers must come up with a minimum 
deposit of 10% of the purchase price but this requirement is waived 
for existing property.

While prices of newly-built properties are falling, prices of dwellings 
in established developments, especially those in prime locations, are 
mostly stable with some still rising. The overall property market in 
Qatar is much more robust than that of Dubai, refl ecting the underlying 
strength of its resource-based economy.

Much of the import fi nance by QNB Al Islami is based on Murabahah; 
the bank opens a letter of credit to import the goods in the name of, 
and for the benefi t of, the applicant. The bank then takes responsibility 
for the shipment of the goods from the exporter and sells it to the client, 
who pays for the imported goods, in installments. These installments 
cover purchase costs, shipping charges and the bank’s profi ts on the 
transaction, which will be agreed on in the initial contract.

To fi nance domestic purchases QNB Al Islami prefers the Musawwamah 
contract where the bank negotiates the selling price with the supplier 
but does not reveal this price to the client. Although at fi rst glance, this 
may seem unfair, it can actually result in the client getting substantial 
discounts on the goods. Suppliers are willing to pay a premium to 
keep their prices confi dential. So clients may actually fork out less for 
Musawwamah than for Murabahah.

Unlike QIB, Al Islami’s international presence is relatively low key. The 
bank’s conventional arm has branches in London and Paris but Al-
Islami only opened a branch in Sudan on the 16th November 2008. 
This branch made sense because there are many Sudanese working 
in Qatar whocan benefi t from the 24-hour money transfers between 
Doha and Khartoum. QNB Al Islami is licensed to offer a full range of 
Islamic banking services in Sudan.

Islamic fi nance competition and development strategy
The others in Qatar’s crowded Islamic banking market include Masraf 
Al Rayan, the Qatar International Islamic Bank (QIIB) as well as the 
Islamic banking subsidiaries of the Commercial Bank of Qatar and 
Doha Bank.

QIIB has been around since 1991 with 12 branches and assets worth 
over QAR12.8 billion (US$3.5 billion) at the end of 2008.That fi gure 
represents 40% of QIB’s or 85% of Al Islami’s total assets. QIIB has 
some QAR6.8 billion (US$1.9 billion) in unrestricted Mudarabah 
investment accounts and these depositors received a profi t share of 
over QAR204 million (US$56 million) in 2008 against the QAR501 
million (US$138 million) paid to shareholders. Despite its name, 
QIIB is mainly a domestic bank providing both retail and commercial 
banking services.

By contrast, Masraf Al Rayan, which has only been around for one and 
a half years, has more of an international presence. It has established 
a consumer fi nancing operation in Saudi Arabia and is seeking the 
necessary approvals to open a branch in Libya, a Muslim country with 
no Islamic banks as yet.

One of the issues facing Islamic banks in Qatar is how much they 
should focus on domestic expansion and how quickly they should 
expand overseas. Qatar, unlike Bahrain, has an abundance of Shariah 
compliant capital, so the pressure is towards outwards expansion. 

That does not, however, mean that it discourages new entrants to 
the market. Unlike Dubai, which has no specifi c law or regulation 
governing Islamic fi nance, the Qatar Financial Centre (QFC) has a 
detailed rulebook for players in the market.

Nevertheless, most Islamic banks are regulated by the central bank 
rather than the QFC, given their retail banking focus. The Qatar central 
bank has much experience in regulating Islamic banks and has been 
very much involved in the work of the Islamic Financial Services 
Board.

Shariah compliant asset management
While Qatar has come a long way towards the establishment of an 
Islamic fi nance market, there are still some obvious gaps in the picture. 
For instance, despite its considerable public and private wealth, there 
is still a lack of Shariah compliant asset and fund management in the 
country.

At present there are only three Islamic funds operating in Qatar, the Al 
Sanabil Funds (A and B) and Al-Beit Al-Mali Fund. The Al Sanabil Funds 
were established by QIB in 2007, which proved to be unfortunate timing 
given that both have lost about half their value since then, refl ecting 
the dismal performance of stocks listed on the Doha Securities Market 
(DSM). The A fund is designed for Qataris and the B fund for non-
Qataris, but each has an identical remit covering listed stock, private 
equity and Sukuk.

In practice, however, much of the investment has been in equities. 
Looking forward, it is likely that the DSM has bottomed out and will 
perform much better than it has in the last two years so it may be 
sensible to be over-weighted in equity.

Al-Beit Al-Mali, founded in 2006 by the Investment House, a Doha-
based Shariah compliant fi rm, has only lost 28% of its value since 
inception and 45% of its value since April 2008, thanks to its earlier 
start date. This fund, managed by international asset manager 
Ansbacher, focuses on investments in the DSM.

Although none of the funds seems to have done very well, it is important 
not to be discouraged. Indeed, now may be the perfect time to launch 
a fund to catch the DSM on the upswing, capitalizing on the recovery 
of global fi nancial markets.

Another noteworthy recent development has been the emergence of 
Islamic investment banks in Qatar, all of which are registered with, and 
regulated by, the QFC. Most of the existing Islamic banks are regulated 
by the central bank because they focus on retail banking. These QFC-
regulated institutions — QInvest, Qatar First Investment Bank (QFIB) 
and Al Mal — focus on asset management.

QInvest was licensed in April 2007 with a paid-up capital of US$500 
million, a quarter of which was subscribed by QIB. It has its own Shariah 
board that complies with QFC directives. QFIB was launched in March 
this year. With some US$430 billion in paid up capital subscribed by 
1,000 investors, mostly Qatar citizens, it focuses on private equity 
investments in the Middle East and North Africa (MENA) region. The 
Al Mal Bank, which was licensed by the QFC in December 2008, also 
focuses on the MENA region.

Qatar Poised to Lead (continued)
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As the GCC and wider MENA region recover from the global fi nancial 
crisis and as oil and gas prices rebound, these QFC-regulated 
Islamic institutions should be well placed to take advantage of new 
opportunities.

Takaful in Qatar
The other area of Islamic fi nance with much growth potential in Qatar is 
Takaful. The local market is dominated by the Qatar Islamic Insurance 
Company (QIIC) which was founded in 1995 and provides a full range 
of Takaful products including vehicle, marine, fi re, medical and life 
insurance, the latter being referred to as Family Takaful. Dr Ali Moehi 
El Din Al-Quarradaghi, the head of Qatar University’s faculty of Shariah, 
law and religious studies, chairs the Shariah board.

QIIC’s total assets exceeded QAR584 million (US$160 million) as 
at December 2008, of which QAR294 million (US$81 million) were 
shareholder assets and QAR290 million (US$80 million), policyholder 
assets. Policyholder assets constitute the Takaful pool.

QIIC distributed surpluses of over QAR11 million (US$3 million) to 
Takaful participants and paid out QAR83 million (US$23 million) in 
claims. This represented a substantial increase over what it paid out 
in claims the previous year, but fortunately over a quarter of the claims 
were covered by re-Takaful proceeds.

On the bright side, the Takaful fund’s investment income increased 
to QAR11.7 million (US$3.2 million) in 2008 from QAR8.5 million 

(US$2.3 million) in 2007 despite the diffi cult market conditions, 
although impairment losses more than doubled during this time.

While it is diffi cult to turn a profi t in vehicle Takaful in Qatar given its 
high accident rate, the prospects for medical and family Takaful are 
promising. Medical Takaful, especially, is benefi tting from Qatar’s 
enormous investment in hospitals, including a teaching hospital, the 
fi rst of its kind in the GCC.

In summary, Qatar is poised to make its mark in the global Islamic 
fi nance market. Its fi nancial institutions are among the most highly 
developed in the world in relation to country size. The growth of 
Shariah compliant businesses continues to outpace the country’s 
economic growth and as the world economy revives, these Islamic 
fi nancial institutions can build on their international footprint and play 
a leading role globally.

Qatar Poised to Lead (continued)

Professor Rodney Wilson
Director of postgraduate studies
Durham University
Durham
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Modern Islamic banking effectively began in the 1960s but it 
only came of age in the last decade when banks started to offer 
sophisticated Islamic products and fi nancing arrangements. Today, 
Islamic banking technology solutions have matured and there is a 
concerted effort across the industry to standardize Islamic products. 
So, with the recent credit crisis throwing the defi ciencies in the 
conventional banking system into sharp relief, Islamic fi nance has 
emerged as a viable alternative.

Islamic banking is guided by Shariah principles which include the 
following:

• The prohibition of riba or interest. Interest in any form is 
forbidden as it is considered unearned income and therefore 
unjust. Any risk-free investment or guaranteed income is 
considered usury.

• Money is not a commodity. Money cannot be traded like a 
commodity because it has no intrinsic value if not used to buy 
tangible assets. It is the value of these assets that determines 
the rate of return.

• The prevalence of justice at any cost. Financiers are not allowed 
to exploit entrepreneurs in any way.

• Uncertainty, or gharar, of any form is prohibited. So, any 
contract which involves the element of speculation or gambling 
is forbidden. For example, futures and options contracts are 
not permissible as the returns from such investments rely on 
events that may or may not take place. Both parties have to 
agree to all terms of a particular contract, and Shariah law 
forbids transactions where the subject matter or price cannot 
be fi xed in advance.

Today, Islamic fi nance, growing at a rate of 15% to 20% every year accord-
ing to industry estimates, spans most of Asia and the Middle East and is 
beginning to make inroads into the West. For the most part, the industry 
has remained unaffected by the global fi nancial meltdown. Islamic fi nan-
cial assets are tipped to reach US$1 trillion over the next few years as 
customers turn to it as a socially responsible banking alternative.

In recent years, Western countries have started to show interest. 
For instance, France recently announced that it has eliminated tax 
obstacles and improved the legal framework for the setting up of 
Islamic fi nancial institutions in the country. It has been reported that 
an as-yet unnamed French fi nancial institution will be issuing a EUR1 
billion (US$1.32 billion) Sukuk as early as next month.

The UK is home to fi ve Islamic banks, the only ones in the EU so far, 
with GBP5.5 billion (US$8.42 billion) in Sukuk on its stock exchange. 

In the US there are 19 Islamic fi nancial institutions providing retail, 
mortgage and investment services to a potential customer base of 
around eight million Muslims.

The growth in Islamic fi nance throughout the world can be attributed to 
socio-demographic trends, such as:

• The population growth and rising affl uence of Muslims 
worldwide, particularly across Asia.

• Rising discernment among Muslim customers who want 
to invest and borrow according to Shariah principles while 
enjoying a full range of banking products and services.

That said, however, Islamic banking has become a potent force for 
innovation, attracting devotees from outside the Islamic community. 
Services include a broad range of profi t-sharing, safekeeping, leasing, 
cost-plus fi nancing and joint venture agreements.

Islamic banking may differ from Western-style conventional banking 
in many respects but the same business, regulatory and technology 
requirements prevail. Both use similar customer channels and offer 
what are, functionally at least, the same products.

Innovative new technology solutions have enabled banks to meet the 
increased demand for these services. Now, virtually every product and 
service offered by conventional fi nancial institutions have a Shariah 
compliant equivalent, from loans to mutual funds; electronic payment 
systems to stock indices.

Islamic banks perform the same function as conventional banks — 
they attract fi nancial resources from individuals and institutions and 
invest these funds in businesses that need external fi nance to support 
their activities. However, they share the profi t or loss of the business 
activities and do not rely on interest payments from the borrowers. 
Another signifi cant source of revenue for Islamic banks is fee income.

There are two types of Islamic banking institutions:

• The “purely” Islamic bank which only offers Islamic products 
and services.

• Islamic windows set up by conventional banks.

Most banks today deploy core banking systems to support their 
business processes and increase operational effi ciencies. This 
requires enterprise-wide planning, commitment and resources. This is 
more complex in the case of Islamic windows where conventional core 
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banking systems are tweaked to support Islamic banking activities. In 
these cases, the banks are required to maintain separate entity books 
for customers and reporting.

Islamic banks are always seeking to innovate and come up with new 
products and services in personal fi nance, wealth management, 
cards, insurance and corporate fi nancing. This requires core banking 
solutions that allow banks to build new products rapidly and well 
ahead of their competition.

An Islamic banking solution must provide fi nancial institutions with the 
following capabilities:

• Cover all lines of business such as investments, fi nancing, 
payments, cards, treasury management, trade fi nance and 
anti-money laundering services.

• Provide customers with a consistent experience across multiple 
channels and total visibility to the bank’s sales and servicing 
agents, enabling “anywhere anytime” banking.

• Provide banks with a single view of the customer’s activities 
across lines of business and access channels while providing 
customers with a single view of the bank’s products and 
services.

• Provide enterprise-wide information relating to regulatory 
reporting, risk management and bank-wide reporting.

• Have a profi t distribution engine which provides fl exibility in 
pool defi nition, profi t-sharing schemes, revenue reserves 
allocation and distribution, alongside the ability to perform 
“what if” scenarios prior to the distribution of profi ts.

• Comply with Shariah law, AAOIFI (Accounting and Auditing 
Organization for Islamic Financial Institutions) accounting 
standards and international accounting standards (IAS), 
among others.

The implementation of an Islamic core banking solution must trans-
form information technology into an enabler of business by providing 
an agile platform to achieve corporate objectives. It often forms an 
integral part of a business transformation program addressing key 
banking issues such as:

• Increased market share (unique positioning) — Historical data 
and worldwide experience would seem to suggest that Islamic 
fi nance institutions can quickly attain market share through 
pricing their products more aggressively, providing superior 
service quality, ensuring consistent, well-designed product 
integration and having cheaper infrastructure to support the 
processing of transactions.

• Confi gurability/speed to market — A “state of the art” core bank-
ing solution should allow the fi rms to effectively process the de-
sired products and services while allowing for the introduction of 
additional functions or even new products and services.

• Reduced TCO (total cost of ownership) — When companies 
simplify their technology and operations, the superior 
performance and cost savings would result in a signifi cant 
reduction in TCO.

• Centralized customer information and risk management 
— Islamic banking solutions should be customer-centric, 
managing relationships with any given customer, including 
family affi liations and prospects, and it should support 
comprehensive company structures.

• Connectivity and integration — Islamic banking solutions need 
to be fl exible and agile enough to integrate with other systems 
in multiple ways.

Despite its proven resilience in the face of fi nancial storms, there are a 
few challenges facing the Islamic fi nance sector. These include:

• Sociographic mix in many countries with a fi nancial ecosystem 
ranging from purely Islamic to Islamic-conventional hybrids to 
the conventional banking environment.

• Liquidity crunch in key sectors, such as real estate.
• Lack of a comprehensive risk management approach.
• The proliferation of accounting standards — there are some 

60 AAOIFI accounting, auditing, governance and Shariah 
standards.

• The need to embrace international standards such as IAS 39 
and IFRS (International Financial Reporting Standard) 2 and 
concepts such as “fair value”, and modify existing AAOIFI 
standards correspondingly.

• The need for different countries to put in place the appropriate 
local regulatory framework to address Islamic banking, 
especially in areas such as tax treatments.

• Shortage of scholars — there are an estimated 50 to 60 
scholars in the world qualifi ed to advise banks operating 
internationally under Islamic law and some Shariah experts feel 
that it may take more than a decade to train a new generation 
of scholars.

• Shortage of skilled resources in Islamic banking — 85% of 
those working in the more than 300,000 Islamic banks all over 
the world require more education and training.

Banks, regulators, scholars, standards bodies as well as solutions and 
service providers need to come together to fi gure out how to sustain 
the accelerated growth of Islamic banking worldwide. Finding the right 
technology solution would facilitate this growth. Players can take what 
has worked in conventional banking, while avoiding the pitfalls, to come 
up with a sophisticated technology solution for Islamic banking.
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Islamic fi nance (IF) has taken a signifi cantly higher profi le and be-
come more vocal in recent months in the wake of the global fi nancial 
crisis, with commentators across the Muslim world promoting the 
Shariah ideals of ethical fi nance — including transparency and avoid-
ance of undue risk — as the way to avoid similar crises in future.

Statements of intent have been backed up by recent announcements 
of the creation of new Islamic investment banks (IIBs), with substantial 
capitalization (including Istikhlaf Bank in Bahrain with a planned capi-
talization of US$10 billion) and existing institutions, such as Kuwait 
Finance House and Al Baraka planning to expand signifi cantly outside 
their country or region.

These developments follow the launch of four IIBs in London over a 
space of three years, each looking in different ways to provide an in-
termediation service between cash-rich Muslim investors, looking to 
diversify their investments, and western organizations, corporate or 
sovereign, requiring funds.

Islamic Investment banking until now has quite narrowly focused geo-
graphically in the MENA region, principally the GCC, with business 
models heavily dependent on property and infrastructure fi nance. It 
is recognized that for IIBs to take the next step towards becoming a 
true force within the global fi nancial system, there are a number of 
enabling developments that are required:

• Standardization of product defi nitions and documentation.
• Development of accounting and risk management standards 

that are consistent with international standards such as Inter-
national Financial Reporting Standards but which accommo-
date the unique characteristics of IF.

• Development of effective money market instruments for the 
management of short term liquidity.

• Emergence of liquid secondary markets in Sukuk, enabling a 
move away from vanilla buy and hold investment strategies.

This article concentrates on the technology available to support this 
embryonic IIB industry and on the developments that will be neces-
sary to support its growth as the sector matures and the enabling 
infrastructure develops. An evolution away from a “one size fi ts all” 
strategy based on specialized Shariah compliant systems towards a 
best of breed approach to satisfying different functional needs can 
be expected, with solutions increasingly drawn from the mainstream 
conventional markets.

Investment in technology within conventional investment bank-
ing is typically in response to one or more of these drivers: product 
innovation, customer service, operational effi ciency, risk management 
and control, and regulation. The same drivers operate in IIBs, albeit 
with a different emphasis.

Product innovation is a key issue within IF, not least because of the 
ongoing debate between scholars as to whether certain products are 
truly Shariah compliant, with the use of reverse Commodity Muraba-
hah as a short-term funding instrument being just one example. The 
conventional markets have seen enormous expenditure by large in-
vestment banks on “rocket science” models to price and measure risk 
on highly complex, and often quite opaque, structured products for 

sale to investors who — on recent evidence — often lack the sophistica-
tion to understand what they are buying.

The very nature of IF with its emphasis on transparency and avoidance 
of undue risk means that this kind of development is not likely to be 
signifi cant in the near future.

Product innovation will continue apace, however, as IIBs strive to come 
up with products that appeal to a wider customer base on both sides 
of the balance sheet, based on their competitiveness with the conven-
tional markets. This will require systems that are rules-based to allow 
product confi guration and defi nition of processing fl ows and resulting 
cash fl ows for accounting purposes, ideally without the intervention of 
programming staff.

Shariah compliant equity investment and more broadly based ethical 
investment both generate a requirement for stock screening services, 
based on software that screens available company data against certain 
criteria. The growth of Islamic wealth management services and Islamic 
equity funds will increase the demand for services of the type provided 
today by a few organizations, including US-based Ideal Ratings.

Customer service will be as important as product innovation in en-
abling IIBs to compete effectively with their conventional rivals for a 
greater share of the market. Most IIBs will not have the same require-
ments as Islamic retail banks for the full range of delivery channels 
including telephone, internet and mobile banking. However, some who 
offer private banking and wealth management services to wealthy in-
vestors are already investing in client portals offering online access to 
investment research, portfolio reporting and online dealing.

Customer service is about offering the right products to the right cus-
tomers, and delivering those products in an effi cient and responsive 
way. Customer relationship management (CRM) systems are key to 
managing the sales and customer servicing processes involved, and 
the specialist vendors in this area can look to increasing demand from 
the IIB sector. Operational effi ciency will become an increasingly criti-
cal issue for IIBs as volumes increase and the sector becomes more 
competitive. Operational costs associated with the delivery of IF capi-
tal market products are high compared with their conventional equiva-
lents, for a number of reasons.

The requirement to create virtually bespoke products, and obtain the 
necessary Fatwa from the bank’s Shariah board in each case, leads 
to high legal and Shariah audit costs. The bespoke nature of the prod-
ucts also leads to a high degree of manual processing and controls 
to ensure that delivery of the product continues to be in strict com-
pliance with Shariah. Even with relatively standard products such as 
Commodity Murabahah, the process is heavily manual with as many 
as 10 separate steps, each of which must be separately confi rmed 
with the counterpart and they create operational risk.

Straight Through Processing (STP) as it would be recognized in the 
conventional market is far from being realized or even possible in IIBs 
today. Reasons include the lack of standardization of products and 
documentation, the Shariah audit requirements, and the pace of prod-
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uct innovation, which parallels the early days of the conventional debt 
capital markets.

As the market matures, however, both IIBs and the service providers 
(custodians, exchanges and clearing and settlement agents) on whom 
they depend for execution will invest in the technology to enable true 
end-to-end STP. Extension of industry fi nancial information standards 
to cater specifi cally for the range of Islamic products will be key here.
In the short term, we will see IIBs investing in workfl ow management 
technology to improve internal effi ciency and provide better control 
and audit trail over the manual processing required at each stage of 
the transaction lifecycle.

Risk management and control has come to the top of the agenda for 
all fi nancial institutions as a result of events in the market. Islamic 
banks are by their nature more risk averse than conventional invest-
ment banks, but are not immune to market shocks, and have the 
same requirement to manage market, credit, liquidity and operational 
risks as any conventional bank. The nature of the risks assumed dif-
fers from the conventional model in some cases, as with the profi t 
sharing calculations involved with Mudarabah-based deposits, but the 
basics remain the same. Operational risk is arguably higher for IIBs as 
a result of the heavily manual nature of the processing and the associ-
ated risk of error.

Most IIBs have started operations in the last few years, based around 
a core banking system, either an adapted version of a conventional 
system or one developed from scratch for the IF market. Most of these 
systems have their roots in retail and commercial banking and lack the 
data and functionality required to support the more sophisticated risk 
management techniques required in investment banking.

As a result, spreadsheets, or in some cases business intelligence 
tools, are increasingly used to supplement the core system. Further 
investment in this area will be crucial to the development of the mar-
ket and to the credibility of IIBs with investors and regulators, and the 
mainstream risk management system vendors can be expected to es-
tablish a presence in the sector.

Regulation is a constant driver of technology investment in banking, 
never more so than in the wake of a fi nancial crisis. The Basel II-based 
capital adequacy and banking supervision standards are being pro-
gressively implemented by regulators around the world, and the Is-
lamic Financial Services Board has published its own prudential stan-
dards for Islamic banks adapted from Basel II to accommodate the 
unique characteristics of IF.

The future direction of regulation in response to the obvious failure 
of risk management in many fi nancial institutions around the world is 
becoming clear with the publication of the Turner Report and consulta-
tion on new liquidity risk management standards by the UK Financial 
Services Authority (FSA) and the De Laroisiere Report by the European 
Union Commission.

Global collaboration between regulators is increasing and many, par-
ticularly in the GCC area, will take their lead from the FSA. The im-
pact will be felt by both conventional and Islamic banks, as regulators 
tighten capital adequacy rules, impose stringent liquidity requirements 
— including the need to stress test against extreme market conditions 
— and scrutinize more closely the role of risk management in the over-

all management processes of the bank. All of this will require invest-
ment in more robust, transparent and auditable information systems.
The drivers for technology investment in IIBs were discussed above. 
How will this demand be satisfi ed, and who will be the vendors who 
will satisfy the demand?

The “Quickview Guide to Islamic Banking Systems” lists 28 vendors 
with Islamic versions of a core banking system. Eighteen of these are 
shown as supporting both retail and wholesale or universal banking. 
Most IIBs start operations with a core banking system from this list, 
providing most if not all of the functionality required during the early 
stages of growth.

Recent sales to IIBs have been announced by Path Solutions, Misys, 
ITS, Oracle (formerly i-fl ex) and Temenos, among others. These sys-
tems provide the basic Shariah product processing and accounting 
required, together with SWIFT and Reuters connectivity for market ac-
cess and varying degrees of fl exibility in terms of banking product con-
fi guration and management information. Additional specialist systems 
are usually employed in areas such as regulatory reporting and anti 
money laundering. Most of the core system vendors aim to be a “one 
stop shop” for the provision of basic banking functionality, including 
on-line banking, asset management, CRM and risk management. The 
level of capability in each of these areas varies from vendor to vendor, 
however, and may not be adequate as the business grows and become 
more complex.

Over the past 20 years or so conventional investment banks have ad-
opted a “best of breed” approach to the selection of technology to 
support their multiple business lines and broad range of information 
requirements. This approach inevitably leads to higher investment and 
maintenance cost, integration requirements and, in some cases, to 
issues around the ability to consolidate and report data from across 
the organization. IIBs that have started in the last few years, however, 
have the advantage of being able to base their systems architectures 
on modern technology, such as Service Oriented Architecture, which 
should allow easier integration of different specialist systems.

System architectures will continue to have at their center a core Islam-
ic banking system but increasingly, as the business and its underlying 
market infrastructure grows and matures, there is likely to be a trend 
to more of a “best of breed” approach to satisfying other technology re-
quirements around the core. This will create opportunities for the spe-
cialist vendors in areas such as risk management, CRM and workfl ow 
management, with experience in the conventional market, to expand 
their customer base into the IIB sector.
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Standardization within Islamic fi nance has placed scholars and prac-
titioners in two schools of thought. Those advocating standardization 
lament that the lack of it has not only caused transactions to be time 
consuming but also costly, thus putting off many companies from 
this fast growing industry. They also contend that standardization 
would lead to a level playing fi eld and offer products that would have 
a wide appeal. On the other side, some say that there can never be 
comprehensive standardization within the industry due to the various 
schools of thought, combined with the various tax and legal differ-
ences between countries.

However, things are beginning to look up. In October last year, the In-
ternational Islamic Financial Market created history by launching the 
world’s fi rst standardized master agreement to facilitate Commodity 
Murabahah transactions. Known as the Master Agreement for Trea-
sury Placement (MATP), it enables companies from various jurisdic-
tions to use a standardized document, subject to several clauses 
which would be negotiated.

Malaysia took it a notch further — the Association of Islamic Banking 
Institutions Malaysia (AIBIM) unanimously adopted two standardized 
interbank master agreements for Islamic deposit-taking and place-
ment transactions, known as the Interbank Murabahah Master Agree-
ment (IMMA) and Master Agency Agreement (MAA). The difference 
between the MATP and the other two agreements is that IMMA and 
MAA are rigid — there can be no alterations, amendments, additions 
or removals of clauses — whereas the MATP is fl exible, in that it accom-
modates variations. Last week, news surfaced that the Dubai Financial 
Market had fi nalized comprehensive standards to be established for 
the issuance of Sukuk. According to the reports, the standards would 
be released by the end of the month after obtaining approval from the 
authorities. 

The International Shariah Research Academy for Islamic Finance 
(ISRA), an initiative of Malaysia’s central bank, aims to provide mar-
ket players with options by acting as a central point of reference for 
the various institutions in the sector. Islamic Finance news obtained 
the views of its executive director, Dr Mohammad Akram Laldin, who 
strongly advocates harmonization of Shariah as opposed to compre-
hensive standardization. He explained that the question of standard-
ization goes to the root of Islamic law, “which is not ready made,” and 
is also derived from text as well as primary and secondary sources. 
He said primary sources of Islamic law such as the Quran, Sunnah 
and the traditions of the prophets are not subject to interpretation, but 
other texts are.

“So we have to understand the deductive methodology being used by 
the scholars in interpreting the rules from the text, whether from the 
primary or secondary sources. So there are bound to be different inter-
pretations and views. Then, comprehensive standardization is unlikely 
to happen. We also have to understand the peculiarities in different 
jurisdictions such as different taxation laws and legal requirements 
which are probably viewed as not being compatible with other jurisdic-
tions,” he said.

When asked, Akram concurred that standardized contracts is a more 
realistic approach, adding that the eventuality would be to have a mas-

ter standardized agreement for the whole industry which would, to a 
certain extent, preserve the product offering as there are criticisms 
that some Islamic products looked artifi cial. “The best way forward is 
to have a standardized document which is agreed upon by every insti-
tution. If there is any need in the future for any additional clauses, all 
the members should agree to it. I would defi nitely support the idea of 
having a master standardized contract that all members adhere to,” 
he added.

Akram also spoke of ISRA’s role in achieving harmonization within the 
industry. Saying that the process was ongoing, he added: “We are talk-
ing to the scholars, locally and abroad, as well as the practitioners in 
the industry. Even at international forums such as the recent Interna-
tional Council of Fiqh Academy meeting, we had expressed our view, 
the Malaysian interpretation.” As it is rather diffi cult to have standard-
ization, he felt that AIBIM’s initiative was a good move. “At least at the 
Malaysian level, because we share common legal and taxation, it is a 
good move to come up with this initiative (IMMA). I do hope that in the 
future we can extend it to the other contracts,” he said.

However, he was not too optimistic on the prospect of a global stan-
dardized contract, pointing out that it is not easy to have one that can 
satisfy the legal and taxation requirements as well as the peculiarities 
of every jurisdiction. “That is the reason why IIFM came up with the 
MATP,” he said.

So, what is next for standardization? Akram is quick to point out a key 
factor that is vital before further standardization can occur — interac-
tion between the Shariah scholars and the industry players of different 
jurisdictions. He noted that Malaysia was, to a certain extent, able to 
achieve this due to the National Shariah Council under the country’s 
central bank. He explained that any new product offered by a bank 
would fi rst be screened by that council, thereby allowing it to standard-
ize the practice within the market. “This has even been discussed at 
the International Council of Fiqh Academy where I related our experi-
ence in Malaysia,” he added.

In the absence of an international Islamic organization to initiate such 
interaction, Akram said, it would be very diffi cult to predict a future 
past standardized contracts. But all is not lost. “At ISRA, we are making 
an effort to talk to people outside Malaysia. Slowly but surely, we hope 
to achieve this,” he said.

US-based Murtha Cullina partner Umar F Moghul viewed standard-
ized contracts as guidelines or general guiding principles rather than 
obligatory documents or structures. He said in certain transactions 
such as commercial mortgages in the US, the potential is apparent. 
“Two Sukuk, even though they are both Ijarah, could still have a lot of 
differences and variations between them,” he noted.

Umar believed that as the Islamic fi nance industry grew and matured, 
it would fi nd its way to faster and more effi cient means and mecha-
nisms. “It will just be a matter of time. We forget that the industry as a 
whole is at a start-up stage. This is not a young company but an entire 
industry that has just begun recently. So we have to give it some time, 
be patient and allow it to grow and develop and I think we will see more 
standardized mechanisms and documents,” he said.

Do You Know the Way to Standardization?
By Islamic Finance news
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The motion: Islamic fi nance will never witness comprehensive standardization due to various schools of thought. 
However, having standard contracts is a possibility and would provide greater transparency for all those involved. 

Discuss.

Standardization is indeed unlikely as there have always been, and will continue to be, different schools of Islamic 
jurisprudence. However, those seeking fi nance also want a choice of products, and differentiated products to suit their 
particular needs. Standardization eliminates choice and means fi nancial contracts cannot be tailor made. The advantage 
of standardization is that it reduces cost and makes explaining the nature of the fi nancial products more routine.

The issue of standardization is different from transparency. There is no more reason why information should not be disclosed for differentiated 
products. Admittedly, the disclosure costs may be higher per client when the market is divided into many segments than if it is treated as a 
homogenous whole.

However, the client may consider it worth paying extra for additional disclosure. For example, Islamic trade fi nance may be cheaper when the 
price the bank pays for a commodity is not disclosed. The supplier may not want the client to know the discounts being offered. However, in 
Murabahah both the purchase and sale prices must be disclosed, which may raise the cost to the bank, and this invariably gets passed on to 
the client. Knowledge has its costs, and the clients get what they pay for.

PROFESSOR RODNEY WILSON: Director of postgraduate studies, Durham University

In the conventional fi nance industry, we see a high level of standardization of contracts that are common across 
the industry. In addition, there are also regional and local deviations for a variety of contracts to cater for local 
practice and legal requirements. Although it is unlikely that all schools of thought will completely agree on 
transactions, what the industry should work towards is a common set of standard contracts with a list of clauses 

for known, generally accepted deviations. It will then be possible to construct a contract using a combination of these clauses based on the 
contract, jurisdiction and school of thought.

Although it will not be able to cater for every single instance, it will enhance standardization and transparency in the Islamic fi nancial industry.

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

I agree that the global Islamic fi nance industry will not witness total standardization of agreements, largely 
due to the different interpretations of the rules of Shariah, and this is a necessary consequence of the 
diversity of opinion which has traditionally been supported in Islam in general.

However, we will see certain kinds of contracts being used on a large scale (in terms of volume of transactions) among the majority of participants, 
and these should in time be suitable for standardization. One example is Commodity Murabahah, which most schools of thought fi nd permissible. 
Indeed, some standardization of this agreement has already occurred, supported by IIFM (International Islamic Financial Market), and is available 
for use by market participants. We expect to fi nd that differences in approach to such contracts to arise from two key areas:

• Which party plays the role of agent in the commodity purchase and sale?

• Some parties require full transfer of cash for each leg of the transaction, typically using a third party bank to manage the cash fl ows — this 
is used by some Islamic banks in Saudi for example.

Notwithstanding this, the large number of similarities in the methodology of the component transactions enables such a contract to be 
standardized effectively.

Where standardization is more diffi cult is in transactions that have not yet reached critical mass in terms of volumes in the market. This is 
because such agreements are still largely done on a bilateral basis, and there is typically more than one way of achieving the same outcome.

continued...

BANK OF LONDON
AND THE MIDDLE EAST
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In forex hedging, for example, there is more than one way to achieve the same economic protection as provided by conventional forex forwards, 
forex options and currency swaps, and the same applies to profi t rate hedging. This part of the market is at a stage of growth and development 
and is probably not suitable for standardization quite yet. Indeed, we expect to see the preferred method(s) of structuring transactions to evolve 
and develop over time. 

Pushing for standardization (before a product has shown that it is being used by a wide range of counterparties in signifi cant volumes) is 
not always helpful, and we could easily fi nd that in these cases any standardized agreement could become out of date quite quickly and not 
achieve the widespread acceptance that is desired. The potential benefi ts of standardizing contracts include reduction of cost and resource 
in negotiating and executing agreements, ease of execution of transactions going forward, increased transparency in the market and greater 
dissemination of best practice principles amongst market participants.

For these reasons the concept of standardizing agreements should always be considered. However, the concept needs to be applied at a time 
when the specifi c markets involved are ready for it.

SAFDAR ALAM: Executive director and head of Islamic structuring, J.P.Morgan

The idea of complete standardization is a fallacy in any fi eld, particularly one with several well-es-
tablished schools of thought. The divergence between schools of thought and scholars is healthy for 
the industry because it provides the engine for innovation. However, the resources available from 

a Shariah review perspective require some standardization of contracts in order to focus scholars’ energy on the controversial or innovative 
products.

Currently in the Islamic fi nance industry, there is broad consensus on a number of “plain vanilla” fi nancial products and creating a standard con-
tract for these products will facilitate the effi ciency of the industry in using these products. One of the added costs of Islamic fi nancial services 
compared with their conventional alternatives is in the approval of each institution’s contracts by Shariah scholars. In addition to imposing a 
cost that will ultimately be borne by the consumers, the added costs favor larger institutions over smaller institutions because these costs can 
be spread across a greater number of consumers in larger institutions.

Although the current focus is on developing larger, better-capitalized institutions (and this is important for other reasons), down the road it is 
likely that the Islamic fi nance industry will be forced to confront the “too big to fail” problem that has created systemic risks in more mature 
fi nancial markets. An industry with the barriers to entry created by the absence of standardized contract will fi nd the “too big to fail” problem 
more acute because there will be a greater concentration of assets in larger fi rms.

BLAKE GOUD: Principal, SharingRisk.org
 

It has been proved that lack of standardization of rules and principles in contracts in the business of banking brings 
with it numerous issues and problems. The least of these issues is customers’ confusion, diffi culties in setting up 
regulatory requirements and the lack of comparability of competing fi nancial institutions. In the case of Islamic fi nancial 
institutions, lack of standardization is attributed to differences among Shariah scholars who follow different schools of 
interpretation of Shariah injunctions.

The scholars now and then argue that differences among them are positive signs because the differences avail choices. Moreover, they argue, 
the recorded differences are very few and they do not merit this big row. In a survey conducted by Bahrain-based General Council for Islamic 
Financial Institutions in 2006 it was found that differences in a sample of Islamic banks accounted for only 6% of the total number of issues 
researched.

Despite all of this the Shariah board of the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI), which issues Shariah 
standards, is trying to persuade Shariah boards serving Islamic fi nancial institutions to follow their standards so that standardization can be 
achieved. However, AAOIFI has no enforcement power and even its member banks sometimes depart from its Shariah rules.

The argument for a supreme Shariah board at the level of the central bank, as is the case in Malaysia, has not found support in the Middle East. 
Central banks do not want to get involved in details which need to be sorted out by the fi nancial institutions themselves. For the Shariah scholars 

continued...
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such an approach limits the scope for Ijtihad and innovation. However, legal professionals involved in the drafting of Islamic contracts have had 
a role in standardizing many products. For example, it has been noticed that contracts covering numerous corporate, Sukuk and treasury deals 
are almost standardized.

DR TAHA ELTAYEB AHMED: Senior vice-president, Shariah governance and documentation, Badr Al-Islami

In Islamic fi nance, the goal of Shariah scholars, researchers and product development professionals is never to achieve com-
prehensive standardization as it could limit the scope of innovation and development of new solutions. However, the aim is to 
achieve a reasonable level of global acceptance that is required for transactions in the global markets. The platform provided 
by AAOIFI (Accounting and Auditing Organization for Islamic Financial Institutions) is one such major initiative that appreciates 
the differences of view among the Shariah scholars and develops standards based on the present day consensus among these 
scholars.

These standards not only provide guidelines for transactions and contracts but also ensure a greater level of Shariah compliance. Thus, today 
we need to promote and back such initiatives that aim to create a common platform for different schools of thought with the common objective 
of promoting Islamic fi nance and banking without restricting its growth.

AHMED ALI SIDDIQUI: Executive vice-president, product development and Shariah compliance, Meezan Bank
  

Next Forum Question

The International Council of Fiqh Academy recently resolved that the simultaneous use of classic Tawarruq 
and reversed Tawarruq is not permissible despite being a popular structure, particularly in the Middle East. 

What effect will this resolution have on the industry?

If you would like to air your views on the next Islamic Finance Forum Question, please email your response of between 50 and 300
words to Christina Morgan, Forum Editor, at: Christina.Morgan@REDmoneygroup.com before Wednesday, 27th May 2009.
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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 was previously with a reputable UK law fi rm, attached to the tax group 
practice in London and Amsterdam. While there, I was involved in sev-
eral Islamic fi nancial transactions. I then left for Loyens & Loeff where 
my colleague Kees Hooft and I jointly set up the Islamic fi nance prac-
tice for the fi rm. We put together the Islamic fi nance team two years 
ago and have since been involved in a number of Shariah compliant 
fi nancial transactions, including the setting up of funds, and provide 
advice for retail products, leasing transactions and Sukuk issuances.

What does your role involve?
Apart from my work in Islamic fi nance, I am also involved in other fi -
nancing transactions, often those with complex international tax is-
sues. In cross-border transactions, for example, clients often require 
minimal tax leakage and protection by way of bilateral investment trea-
ties. My role is to oversee the tax structuring side of these transac-
tions, while my colleague Hooft advises on the banking and fi nance 
documentation.

What is your greatest achievement to date?
As a fi rm, we’ve put Islamic fi nance on the fi nancial agenda in the 
Netherlands. I believe we have also kindled interest in the sector by 
writing articles in national fi nancial newspapers, speaking on radio 
and television talk shows, and also at seminars. To date, we are con-
sidered the leading Islamic fi nance law fi rm in the Netherlands, and 
perhaps even in the Benelux (Belgium, the Netherlands and Luxem-
bourg) region. Our hard work over the past two years has paid off as 
refl ected by the growing interest in the Islamic fi nancial market.

Which of your products/services deliver the best 
results?

One thing our clients greatly appreciate is Loyens & Loeff’s good rela-
tionship with the Dutch Revenue Service. The Netherlands’ regulatory 
framework allows parties to discuss Islamic fi nance transactions be-
fore entering into them, and this has allowed us to conclude tax rulings 
in advance for our clients. The elimination of any ambiguity on the tax 
aspects of such transactions has been a big plus for our Islamic inves-
tors looking for more transparent structures.

What are the strengths of your business?
The strength of the fi rm’s Islamic fi nance team lies in our integrated 
civil and tax law approach that allows us to set up innovative and cost-

saving Islamic fi nance structures. Offering services in an integrated 
fashion invariably adds signifi cant value for our clients. Our service 
also extends beyond a Benelux perspective as we can draw on Loyens 
& Loeff’s offi ces in most major fi nancial centers including Dubai, Sin-
gapore, London and New York.

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

In this industry, I believe success begins with a comprehensive knowl-
edge of what one does. In our fi rm, we combine our in-depth tax and 
legal knowledge with market information and this has proven to be in 
our favor. This year, Loyens & Loeff’s offi ces in the Benelux scored the 
highest ranking in the tax category of the Legal 500 directory of law 
fi rms. We also held on to the top position in the Benelux’s Chambers 
Europe Awards for Excellence 2009.

What are the obstacles faced in running your 
business today?

The changing economic environment is something that we all need to 
address. The biggest challenge would then be to predict the market 
direction in the next year or so. In the past, the fi rm had advised on 
various Islamic fi nance acquisition transactions, but that market has 
slowed down quite a bit. However, there is a shift towards other types 
of Shariah compliant structures and we see a trend towards investing 
in alternative asset classes. 

Also, we expect to see more Islamic fund structures launched in the 
coming years. Our challenge would be to stay at the forefront of these 
market developments and deliver quality service to our clients so that 
we remain on the shortlist of key legal fi rms in the Islamic fi nance 
domain.

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

Generally, I think we will see increased interest in Islamic fi nance 
throughout the world. In the Netherlands specifi cally, I foresee Islamic 
fi nance as a real and viable alternative to the conventional fi nancial 
system currently practiced on a retail and wholesale level. On its part, 
Holland Financial Centre — a joint initiative set up by the Dutch govern-
ment, regulators and the fi nancial sector— is spearheading an initia-
tive to further develop the Islamic fi nance industry in the Netherlands. 
Our fi rm is actively involved in this initiative.

There is also growing interest to conduct Shariah compliant business 
activities with the Gulf Cooperation Council region as well as countries 
like Malaysia and Indonesia. Going forward, I think there is a great 
deal of potential for growth in the Islamic fi nance industry in the Neth-
erlands.

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

As mentioned before by many industry practitioners, there is still a 
need for standardization in the Islamic fi nance industry. This should 
also lead to a more transparent and regulated environment for Islamic 
fi nance investors. I certainly look forward to contributing to the further 
development of a sustainable Islamic fi nance industry in the coming 
years.

Name:

Position:

Company:

Based:

Age:

Nationality:

Niels Muller

Senior associate/
co-head of Islamic 
fi nance

Loyens & Loeff

The Netherlands

32

Dutch
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INSTRUMENT Sukuk Ijarah

ISSUER Matahari Putra Prima

PRINCIPAL ACTIVITIES
The fi rm engages in retail, garment, general trade, agency and/or representative, construction, development, 
distribution network and related supporting facilities, and services related to consumers’ orientation

TOTAL AMOUNT
Total Series A Sukuk Ijarah offered is IDR90 billion (US$8.72 million), while total Series B Sukuk Ijarah offered 
is IDR110 billion (US$10.65 million)

FACILITY DESCRIPTION
Series A Sukuk Ijarah has a fi xed Ijarah fee rate of IDR160 million (US$15,489) for each IDR1 billion (US$ 
96,839) annually, with a three-year period. For Series B Sukuk Ijarah, the fi xed Ijarah Fee rate is at IDR170 
million (US$16,471) for each IDR1 billion (US$ 96,839) annually, with a fi ve-year period

MATURITY DATE 14th April 2012 for Series A and 14th April 2014 for Series B

ISSUANCE DATE 14th April 2009

PAYMENT
Fee for Sukuk Ijarah shall be payable every three months. The fi rst fee for Sukuk Ijarah is set for the 14th July 
2009, with the last payment as of the maturity date of the Sukuk Ijarah

OFFERING
The Sukuk Ijarah is offered at 100% value of the principal amount of the Sukuk Ijarah as of the date of 
issuance

RATING idA+(Sy) (Single A Plus Shariah) with a stable outlook, by Pemeringkat Efek Indonesia

MANAGING 
AND ISSUING 
UNDERWRITERS

HSBC Securities Indonesia, Indo Premier Securities and Ciptadana Securities

TRUSTEE Bank Mega

LEGAL COUNSEL Bahar & Partners

Matahari Putra Prima’s 
Sukuk Ijarah II 2009

For more termsheets, visit www.islamicfinancenews.com
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BARCLAYS BANK
UK: John Vitalo has been appointed as the 
CEO of the bank’s investment banking and 
investment management for the Middle 
East, in addition to his current role as CEO 
of Absa Capital in Johannesburg. In his new 
role, Vitalo will be responsible for developing 
businesses for Barclays Capital, Barclays 
Wealth and Barclays Global Investors, 
besides emphasizing client relationship 
enhancement.

Stephen van Coller has been appointed as 
the deputy CEO of Absa Capital. He joined 
the company in September 2006 as its head 
of primary markets. 

Barclays Bank offers Shariah compliant 
products in the UK and was the fi rst bank to 
offer a Shariah compliant account, La Riba, 
in Kenya.

CFA INSTITUTE
UK: CFA Institute has appointed Usman 
Hayat as director of Islamic fi nance, and 
environmental, social and governance (ESG) 
investing at its Europe, Middle East and 
Africa headquarters. Hayat will be moving to 
the London offi ce from Hong Kong.

His main focus will be to assist in developing 
educational content for investment 
professionals and members of the CFA 
Institute in Islamic fi nance and ESG 
investing. The CFA Institute created the 
directorship to support its Life Long Learning 
initiative, a scheme that helps members 
keep in touch with the latest developments in 
their profession through conferences, online 
multimedia and resources, publications and 
executive education.

Before joining the CFA Institute, Hayat 
worked as an independent consultant in 
Pakistan’s capital markets. He brings with 
him extensive knowledge and experience in 
market development and risk management, 
having also worked as joint director at the 
Securities and Exchange Commission of 
Pakistan.

CREDIT SUISSE
SWITZERLAND: Dominique Fasel has been 
appointed as head of the Vaud region, 
succeeding Jean-Luc Rochat, who has 
taken over as head of the French-speaking 
Switzerland region.

Dominique is responsible for the premium 
clients sector of the private banking division. 
He joined Credit Suisse in 1992 and has 
held various roles in the commercial, tax and 
trust divisions.

EFG-HERMES
GCC: EFG-Hermes has appointed Philip H 
Southwell as CEO of its operations in the 
Gulf Cooperation Council (GCC) countries, 
excluding Saudi Arabia, effective from the 1st 
July.

Southwell was formerly the London-based 
head of global banking at Deutsche Bank for 
central and eastern Europe, Turkey, and the 
Middle East and Africa region. 

With nearly 20 years experience in global 
and regional fi nancial services, he will be 
expected to spur the fi rm’s continued growth 
in the Gulf region. EFG-Hermes has co-
launched several mutual funds that invest 
only in Shariah compliant companies.

BLP
SINGAPORE: London-based Tom Budgett, 
a senior asset fi nance partner at Berwin 
Leighton Paisner (BLP), has been relocated 
to Singapore to boost the law fi rm’s practice 
in Islamic and aviation fi nance in the Asia 
region. Budgett will work with regional head 
and managing partner Paul Supramaniam, 
and two new senior fi nance associates.

BLP is a law fi rm with over 730 lawyers in 
London, Abu Dhabi, Brussels, Moscow, Paris 
and Singapore.

TABREED
UAE: Abu Dhabi-based utility company 
National Central Cooling (Tabreed) has 
appointed Sujit S Parhar as its new CEO 
to succeed Karl Marietta who assumes a 
new role as a consultant to the executive 
management team.

Before joining Tabreed, Sujit worked 
for SembCorp Industries as senior vice-
president and head of regional business 
development. He brings extensive experience 
from the utilities and infrastructure sector in 
Singapore, and a track record of delivering 
best-practice management for listed 
companies.

RBS
US: Royal Bank of Scotland (RBS) has 
appointed Brian Hartzer to the group’s 
executive committee. Hartzer, the former 
CEO of Australia & New Zealand Bank 
Group’s Australian unit, will run RBS’ UK 
retail, wealth and Ulster divisions, replacing 
Gordon Pell who retires next year.

Paul Geddes, the head of the UK retail unit 
since December 2006, will join the executive 
committee and be CEO of the general 
insurance business.

Chris Sullivan, who is now CEO of RBS 
Insurance, will take over as CEO of UK 
corporate banking from Alan Dickinson, who 
is due to retire next year.
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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
Head of Islamic Finance

Thomson Reuters

Mr Dawood Taylor
Regional Senior Executive-Middle East

Prudential PLC

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
Chief Executive Offi cer

Dar Al Sharia Legal & Financial 
Consultancy

Another Islamic Finance news exclusive

ISSUER SIZE (million) INSTRUMENT

Apexindo Pratama Duta US$22.82 Sukuk

Unicorn Investment Bank US$425 Sukuk Ijarah

Tourism Development and 
Investment Company

TBA Sukuk

Japan Bank for International 
Cooperation

US$200 TBA

Bank Negara Indonesia US$50 Sukuk

Majlis Bandaraya Melaka 
Bersejarah

US$27.63 Sukuk

Qatar Gas Transport US$500 Sukuk

Islamic Development Bank US$500 Sukuk

Islamic Bank of Thailand US$1.4 billion Sukuk

HSBC TBA TBA

Cagamas US$565.35 Sukuk

Bahrain US$500 Sovereign Sukuk

Chemical Company of 
Malaysia

US$40.61 Musharakah CP/MTN program

Agni US$71 Sukuk

Danga Capital US$2.82 billion Sukuk Musharakah

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

RAK Properties US$2 billion Sukuk

Malaysian Debt Ventures Up to US$449.07 Sukuk

Bumiputra-Commerce 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

Qatar Islamic Bank US$300 Sukuk

Barwa Real Estate US$800 Sukuk

Tabreed Up to US$500 Sukuk

Amlak Finance US$260 Sukuk

Al-Zamin US$11.15 Mudarabah

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

Islamic Finance news
Advisory Board:
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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

Annualized Standard Deviation for ALL funds (as of the 13th May 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Tijari Islamic Commercial Bank of Kuwait 17.68 Kuwait

2 Al Durra Islamic Global Investment House 14.28 Kuwait

3 Al Assjad IFA Islamic International Financial Advisors 13.84 Kuwait

4 Al Safwa Investment National Investments 13.73 Kuwait

5 Mawarid Industrial and Petroleum Services National Investments 13.38 Kuwait

6
Islamic Certifi cate on the LLB MENA Top 20 Value 
TR Index

ABN Amro Bank 13.19 Switzerland

7 Al Darij Investment National Investments 11.42 Kuwait

8
Islamic Certifi cate on the LLB MENA Top 30 TR 
Index

ABN Amro Bank 11.04 Switzerland

9 NBAD UAE Islamic (Al Nae’em) National Bank of Abu Dhabi 10.34 UAE

10 Markaz Islamic Kuwait Financial Center 8.81 Kuwait

Eurekahedge Middle East/Africa Islamic Fund Index* 3.16

Eurekahedge Middle East/Africa Islamic Fund Index

Annualized returns for ALL funds (as of the 13th May 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Atlas Pension Islamic - Equity Sub Atlas Asset Management 28.55 Pakistan

2 Atlas Islamic Atlas Asset Management 25.76 Pakistan

3 Meezan Islamic Al Meezan Investment Management 23.26 Pakistan

4
Islamic Certifi cate on the LLB Central Hilal TR 
Index

ABN Amro Bank 17.00 Switzerland

5 United Composite Islamic UBL Fund Managers 15.44 Pakistan

6 Pakistan International Element Islamic (PIIF) Arif Habib Investment Management 14.48 Pakistan

7 Alfalah GHP Islamic Alfalah GHP Investment Management 12.59 Pakistan

8 Al Naqaa Asia Growth Banque Saudi Fransi 12.18 Saudi Arabia

9 DWS Noor Asia-Pacifi c Equity - Class A DWS Noor Islamic 11.02 Ireland

10 Danareksa Indeks Syariah Danareksa Investment Management 10.43 Indonesia

Eurekahedge Asia Pacifi c Islamic Fund Index* 2.77
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The S&P Shariah Indices. 
Creating opportunity for Islamic investors.
To learn more, contact index_services@standardandpoors.com.

S&P Shariah Indices Price Index Levels
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Index Code Index Name 15/5/09 Apr-09 Mar-09 Feb-09 Jan-09 Dec-08 Nov-08

SPSHX S&P 500 Shariah 807.730 799.755 752.048 700.074 776.118 815.565 807.449

SPSHEU S&P Europe 350 Shariah 944.867 894.958 843.893 793.619 873.796 958.391 910.501

SPSHJU S&P Japan 500 Shariah 863.497 826.363 826.363 755.552 748.018 820.175 864.821

Index Code Index Name   15/5/09 Apr-09 Mar-09 Feb-09 Jan-09 Dec-08 Nov-08

SPSHAS S&P Pan Asia Shariah 753.626 708.922 624.982 552.018 578.671 610.200 565.823

SPSHG S&P GCC Composite Shariah 648.799 599.648 599.648 519.529 481.323 532.742 572.370

SPSHPA S&P Pan Arab Shariah 110.490 102.133 89.561 83.589 90.597 98.143 623.186

SPSHBR S&P BRIC Shariah 887.153 807.592 807.592 694.799 616.078 618.487 645.057

Index Code Index Name 15/5/09 Apr-09 Mar-09 Feb-09 Jan-09 Dec-08 Nov-08

SPSHGU S&P Global Property Shariah 524.110 506.477 434.684 383.755 437.696 481.061 447.125

SPSHIF S&P Global Infrastructure Shariah 69.734 66.983 62.583 57.085 64.288 71.25 66.046
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Sumeet Nihalani 
Senior Director Sales
Middle East
Tel: +971 4364 4968
sumeet.nihalani@dowjones.com

Anthony Yeung
Regional Director 
Hong Kong, China, Philippines, Taiwan, 
Korea, Japan, Australia & New Zealand
Tel: +852 2831 2580  
Anthony.yeung@dowjones.com

Ariff Sultan
Business Development Director
Malaysia, Singapore, Indonesia, India, 
Thailand, Pakistan, Sri Lanka & Bangladesh
Tel: +65 6415 4262 
ariff.sultan@dowjones.com

For more  information, please visit www.djislamicmarkets.com or contact

DESCRIPTIVE STATISTICS Market Capitalization (US$ billions) Component Weight (%)

Index
Component 

number
Full

Float 
adjusted

Mean Median Largest Smallest Large Small

DJIM World 2533 13021.80 10245.77 4.04 0.73 344.78 0.00 3.37 0.00

DJIM Asia/Pacifi c 839 2060.94 1452.89 1.73 0.44 87.70 0.01 6.04 0.00

DJIM Europe 330 3017.74 2284.39 6.92 1.50 145.23 0.11 6.36 0.00

DJIM US 621 5596.77 5254.95 8.46 1.95 344.78 0.10 6.56 0.00

DJIM Titans 100 100 5806.55 5164.28 51.64 36.30 301.12 10.91 5.83 0.21

DJIM Asia/Pacifi c Titans 25 25 878.55 579.01 23.16 16.24 59.96 10.91 10.36 1.88

Mean, median, largest, smallest and component weights are based on fl oat adjusted market capitalization, not full market capitalization.

Data as of the 15th May 2009

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -1.09 3.71 7.09 6.47 14.04 8.74 -35.56 4.05

DJIM Asia/Pacifi c 3.25 11.03 11.87 10.65 27.92 27.00 -34.65 14.82

DJIM Europe -0.27 4.24 9.13 8.59 12.87 7.07 -41.81 -0.57

DJIM US -2.88 0.40 3.58 3.40 8.25 1.75 -31.80 0.15

PERFORMANCE OF DJ INDEXES

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM Titans 100 -0.24 2.93 6.41 5.11 8.79 1.01 -31.73 -2.22

DJIM Asia/Pacifi c Titans 25 3.86 11.14 11.45 9.45 22.32 18.75 -34.12 7.77

PERFORMANCE OF DJ TITANS INDEXES
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For all enquires regarding the above information, please contact:   Jennifer Cheung (Media Relations)
        Email: Jennifer.Cheung@Dealogic.com 
        Phone: +852 2804 1223 

  TOP ISSUERS OF ISLAMIC BONDS                                                                                                                                                            MAY 2008 – MAY 2009

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

1 Indonesia Indonesia Sukuk Ijarah 1,162 2 9.7
Barclays Capital , HSBC, Standard 
Chartered 

2 Sun Finance UAE
Mudarabah Sukuk 
Asset-backed Securities

1,093 1 9.1
Citigroup Global Markets, Abu Dhabi 
Commercial Bank, National Bank of Abu 
Dhabi, First Gulf Bank, Noor Islamic Bank

3 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 8.5

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

4 Khazanah Nasional Malaysia Sukuk Musharakah 840 4 7.0 CIMB, AmInvestment

5 Cagamas Malaysia Murabahah MTN 833 4 7.0 HSBC, CIMB, Aseambankers

6 DEWA Funding UAE Sukuk Ijarah 749 1 6.3
Barclays, Citigroup, Dubai Islamic Bank, 
Emirates Bank

7 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 620 1 5.2 CIMB, AmInvestment

8 Danga Capital Malaysia Sukuk Musharakah 444 1 3.7 CIMB, AmInvestment

9 Penerbangan Malaysia Malaysia Murabahah MTN 411 1 3.4 CIMB, AmInvestment

10 PLUS SPV Malaysia Sukuk Musyarakah MTN 385 2 3.2 CIMB

11 Rantau Abang Capital Malaysia Sukuk Musharakah 381 1 3.2 CIMB

12 Pakistan Pakistan Sukuk 350 3 2.9
Standard Chartered (Pakistan), Dubai 
Islamic Bank

13 MRCB Southern Link Malaysia Sukuk Istisna 320 2 2.7 HSBC, CIMB, RHB Investment

14 Tamweel Sukuk UAE Sukuk 299 1 2.5
Standard Chartered Bank, Dubai Islamic 
Bank, Badr Al-Islami

15 RIM City Malaysia Bai Bithaman Ajil MTN 277 2 2.3 CIMB

16 Rak Capital UK Sukuk Ijarah 272 1 2.3 Standard Chartered

17 Purple Island Saudi Arabia Sukuk Mudarabah 267 1 2.2 HSBC

18 Saudi Hollandi Bank Saudi Arabia Sukuk 207 1 1.7 Saudi Hollandi Bank 

19 Projek Lintasan Shah Alam Malaysia Sukuk Ijarah 174 4 1.5 RHB Islamic

20 Jimah Energy Ventures Malaysia Istisna MTN 149 2 1.3
AmMerchant, Bank Muamalat, 
RHB Investment, MIMB Investment, 
Aminvestment

Total 11,969 83 100.0
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ARE YOUR DEALS LISTED HERE?

Jennifer Cheung (Media Relations)
Email: Jennifer.Cheung@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                                                                                                                                                            FEB 2009 – MAY 2009

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

1 Indonesia Indonesia Sukuk Ijarah 650 1 23.6
Barclays Capital , HSBC, Standard 
Chartered

2 Danga Capital Malaysia Sukuk Musharakah 444 1 16.2 CIMB, AmInvestment

3 Penerbangan Malaysia Malaysia Murabahah MTN 411 1 14.9 CIMB, AmInvestment

4 Cagamas Malaysia Murabahah MTN 253 2 9.2 CIMB, HSBC, Aseambankers

5 Khazanah Nasional Malaysia Sukuk Musharakah 199 1 7.2 CIMB, Maybank Investment

6 Pakistan Pakistan Sukuk 190 1 6.9
Standard Chartered (Pakistan), 
Dubai Islamic Bank Pakistan

7 PLUS SPV Malaysia Musharakah MTN 151 1 5.5 CIMB

8 Pinnacle Tower Malaysia Musharakah MTN 99 1 3.6 Aseambankers, AmInvestment

9 Putrajaya Holdings Malaysia Musharakah MTN 82 1 3.0
Commerce International, Maybank 
Investment, AmInvestment

10 Jimah Energy Ventures Malaysia Istisna MTN 60 1 2.2
AmMerchant, Bank Muamalat, 
RHB Investment, MIMB Investment, 
Aminvestment

11 Offshoreworks Capital Malaysia Musharakah MTN 56 1 2.0 MIDF Amanah Investment

12 Projek Lintasan Shah Alam Malaysia Sukuk Ijarah 29 2 1.1 RHB Islamic Bank

13 Dawama Malaysia Musharakah MTN 29 1 1.1 MIMB Investment 

14 Tadamun Services Malaysia Sukuk Musyarakah 27 1 1.0
CIMB Investment, Standard 
Chartered, RHB Capital

15 TH Group Malaysia Sukuk Ijarah 24 1 0.9 Commerce International 

16 Matahari Putra Prima Indonesia Sukuk Ijarah 20 1 0.7
Ciptadana Sekuritas, HSBC 
Securities Indonesia, Indo Premier 
Securities 

17 TH Plantations Malaysia Murabahah MTN 14 1 0.5
BIMB Holdings, Maybank Investment 
Bank

18 Tesco Stores Malaysia Sukuk 11 1 0.4
CIMB Investment, Standard 
Chartered Bank

Total 2,751 20 100.0
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For all enquires regarding the above information, please contact:

Jennifer Cheung (Media Relations) 

Email: Jennifer.Cheung@Dealogic.com
Phone: +852 2804 1223; Fax: +852 2529 4377

ISLAMIC BONDS BY CURRENCY                     FEBRUARY 2009 – MAY 2009  

Amt US$ m Iss.   %

  Malaysian ringgit 1,891 17 69

  US dollar 650 1 24

  Total 2,751 20 100

ISLAMIC BONDS BY CURRENCY                          MAY 2008 – MAY 2009

Amt US$ m Iss. %

  Malaysian ringgit 6,287 61 52.5

  UAE dirham 3,435 5 28.7

  Indonesian rupiah 737 9 6.2

  US dollar 650 1 5.4

  Total 11,969 83 100.0

ISLAMIC BONDS                                                   MAY 2008 – MAY 2009 

Manager or Group Amt US$ m Iss. %

1 CIMB 3,022 35 25.3

2 AmInvestment 1,201 17 10.0

3 HSBC 996 11 8.3

4 Standard Chartered 915 11 7.7

5 Barclays Capital 531 3 4.4

6 Maybank Investment 470 13 3.9

7 Dubai Islamic Bank 415 3 3.5

8 Citi 406 2 3.4

9 RHB Capital 400 11 3.4

10 Noor Islamic 346 2 2.9

10 National Bank of Abu Dhabi 346 2 2.9

10 First Gulf Bank 346 2 2.9

10 Abu Dhabi Commercial Bank 346 2 2.9

14 (Persero) Danareksa 226 4 1.9

15 Saudi Hollandi Bank 207 1 1.7

16 Trimegah Securities 193 2 1.6

17 Emirates NBD 187 1 1.6

18 BIMB Holdings 178 4 1.5

19 Dubai Islamic Bank Pakistan 175 3 1.5

20 Bank Mandiri 171 1 1.4

Total 11,969 83 100.0

ISLAMIC BONDS BY COUNTRY                             MAY 2008 – MAY 2009

Amt US$ m Iss. %

  Malaysia 6,287 61 53

  UAE 3,435 5 29

  Indonesia 1,387 10 12

  Saudi Arabia 473 2 4

  Pakistan 386 5 3

  Total 11,969 83 100

ISLAMIC BONDS                                             FEBRUARY 2009 – MAY 2009

Manager or Group Amt US$ m Iss. %

1 CIMB 618 10 22.5

2 AmInvestment 530 6 19.3

3 Standard Chartered 410 5 14.9

4 HSBC 366 4 13.3

5 Maybank Investment 268 6 9.8

6 Barclays Capital 217 1 7.9

7 Dubai Islamic Bank Pakistan 95 1 3.5

8 BIMB Holdings 83 2 3.0

9
Malaysian Industrial 
Development Finance

56 1 2.0

10 RHB Capital 44 3 1.6

11 EON Bank 44 2 1.6

12 Bank Muamalat 15 1 0.5

13 Indo Premier Securities 7 1 0.2

Total 2,751 20 100.0

ISLAMIC BONDS BY COUNTRY                       FEBRUARY 2009 – MAY 2009  

Amt US$ m Iss. %

Malaysia 1,891 17 69

Indonesia 670 2 24

Pakistan 190 1 7

  Total 2,751 20 100
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SUKUK MANAGERS MAY 2008 - MAY 2009

   Manager
Manager Commitment

(in US$)
# of

Issues
Market 

Share %

1 Malaysia (Government)  20,300,965,355 212 55%

2 CIMB  4,295,453,494 150 12%

3 HSBC Banking Group  1,556,067,425 54 4%

4 Malaysian Industrial Development 
Finance

 1,344,131,200 325 4%

5 AMMB Holdings  1,200,596,268 100 3%

6 Malayan Banking  857,046,332 123 2%

7 UAE (Government)  856,867,339 7 2%

8 Standard Chartered Bank  727,637,631 16 2%

9 RHB Banking Group  691,575,820 64 2%

10 Calyon Corporate & Investment 
Bank

 666,666,667 1 2%

11 OCBC Bank  501,419,657 61 1%

12 Affi n Holdings  448,608,748 55 1%

13 Barclays Bank  435,500,000 3 1%

14 Citigroup  403,863,190 4 1%

15 Cagamas  362,010,224 30 1%

16 Indonesia (Government)  328,472,647 7 1%

17 Danareksa Sekuritas  243,379,971 7 1%

18 Hong Leong Financial Group  240,204,432 16 1%

19 Trimegah Securities  216,532,738 5 1%

20 Bukhary Capital  183,455,423 22 0%

SUKUK MANAGERS FEBRUARY - MAY 2009

   Manager
Manager Commitment

(in US$)
# of 

Issues
Market 

Share %

1 Malaysia (Government)  4,713,231,115 55 49%

2 CIMB  1,218,184,881 47 13%

3 HSBC Banking Group  555,811,883 17 6%

4 AMMB Holdings  470,471,327 26 5%

5 Standard Chartered Bank  468,151,902 6 5%

6 Barclays Bank  435,500,000 3 5%

7 Malaysian Industrial Development 
Finance

 312,898,926 74 3%

8 Malayan Banking  296,257,001 35 3%

9 RHB Banking Group  208,838,730 23 2%

10 Indonesia (Government)  171,399,368 4 2%

11 Affi n Holdings  133,730,836 18 1%

12 EON Capital  79,233,393 32 1%

13 Cagamas  70,272,574 11 1%

14 Bukhary Capital  69,429,302 4 1%

15= Citigroup  42,849,842 1 0%

15= Danareksa Sekuritas  42,849,842 1 0%

15= Anugerah Securindo Indah  42,849,842 1 0%

15= Andalan Artha Advisindo 
Sekuritas

 42,849,842 1 0%

15= Reliance Securities  42,849,842 1 0%

15= Trimegah Securities  42,849,842 1 0%

SUKUK ISSUERS MAY 2008 - MAY 2009

   Issuer
Issuer Commitment

(in US$)
# of

Issues
Market 

Share %

1 Bank Negara Malaysia  13,003,975,014 185 30%

2 Malaysia (Government)  5,337,876,207 21 12%

3 Bank Indonesia  2,607,700,169 52 6%

4 Khazanah Nasional  1,845,542,306 5 4%

5 Saudi Basic Industries  1,333,333,333 1 3%

6 Indonesia, Republic of (Government)  1,300,000,000 2 3%

7 Perusahaan Penerbit SBSN 
Indonesia

 1,133,270,382 4 3%

8 Sun Finance  1,093,979,842 3 3%

9 Cagamas  1,070,414,537 31 2%

10 Aldar Properties  1,021,520,022 1 2%

11 Dewa Funding  871,697,085 1 2%

12 Syarikat Prasarana Negara  567,859,171 3 1%

13= PLUS SPV  511,073,254 13 1%

13= Rantau Abang Capital  511,073,254 2 1%

15 Danga Capital  454,287,337 2 1%

16 ESSO Malaysia  440,090,857 13 1%

17 Penerbangan Malaysia  425,894,378 1 1%

18 Tabreed 08 Financing Corp  408,608,009 1 1%

19 Pakistan, Islamic Republic of 
(Government)

 348,311,445 3 1%

20 Malakoff  340,715,503 2 1%

SUKUK ISSUERS FEBRUARY - MAY 2009

   Issuer
Issuer Commitment

(in US$)
# of 

Issues
Market 

Share %

1 Bank Negara Malaysia  2,782,509,938 49 25%

2 Indonesia, Republic of (Government)  1,300,000,000 2 12%

3 Malaysia (Government)  1,220,897,217 4 11%

4 Bank Indonesia  990,021,838 13 9%

5 Khazanah Nasional  709,823,964 2 6%

6 Perusahaan Penerbit SBSN 
Indonesia

 680,222,122 2 6%

7 Danga Capital  454,287,337 2 4%

8 Penerbangan Malaysia  425,894,378 1 4%

9 Cagamas  281,090,290 11 3%

10 PLUS SPV  211,527,541 6 2%

11 Pakistan, Islamic Republic of 
(Government)

 191,682,301 1 2%

12= ESSO Malaysia  170,357,751 4 2%

12= Malakoff  170,357,751 1 2%

14= Pinnacle Tower  113,571,834 7 1%

15 Putrajaya Holdings  85,178,876 3 1%

16 Hubline  82,339,580 7 1%

17 Jimah Energy Ventures  73,821,692 5 1%

18 Offshoreworks Capital  70,982,396 6 1%

19 Gas Malaysia  68,994,889 3 1%

20 Central Bank of Bahrain  58,370,921 4 1%

(12 Months) (3 Months)

(12 Months) (3 Months)

Islamic Sukuk league tables refl ect Shariah compliant bonds showing evidence of ownership of assets or their earnings. These results include 
(but are not limited to) the following securities/assets: Sukuk Salam, Sukuk Mudarabah, Sukuk Ijarah, Sukuk Murabahah, Sukuk Istisna and 
Sukuk Musharakah.

For more information please contact:

Aimee Webster   Telephone: +1-646-223-6816            Email: aimee.webster@thomsonreuters.com

ALL DATA AS OF 14th MAY 2009
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LOAN MANDATED LEAD ARRANGERS MAY 2008 - MAY 2009

   Lender
Pro Rata

(US$)
Full Credit 

(US$)
# of

Deals
Market 

Share %

1 Dubai Islamic Bank 1,627,938,649 5,960,407,011 7 9.7%

2 Standard Chartered Bank 1,029,661,546 6,001,375,701 9 6.2%

3 Noor Islamic Bank 939,107,406 5,898,031,310 9 5.6%

4 HSBC 862,619,511 7,115,597,556 6 5.2%

5 Calyon 824,286,178 6,975,597,556 4 4.9%

6 Samba Financial 784,686,178 3,971,597,556 4 4.7%

7 Mashreqbank 758,584,615 3,954,770,283 6 4.5%

8 Royal Bank of Scotland 640,530,303 6,875,000,000 4 3.8%

9 Commercial Bank of 
Qatar 

625,673,181 4,900,714,391 4 3.7%

10 Emirates Bank 594,094,879 4,169,375,701 7 3.6%

11 Al Hilal Bank 504,863,636 2,974,000,000 2 3.0%

12 National Bank of Abu 
Dhabi 

481,865,770 2,961,247,310 4 2.9%

13 Qatar National Bank 450,000,000 2,775,000,000 2 2.7%

14 BNP Paribas 430,833,333 3,380,000,000 4 2.6%

15 Citigroup 398,489,712 3,240,741,391 4 2.4%

16 Union National Bank 371,063,667 687,866,000 4 2.2%

17 Al Rajhi Banking & 
Investment Corp 

361,786,178 2,225,597,556 2 2.2%

18 National Commercial 
Bank

320,119,511 1,600,597,556 1 1.9%

19 Masraf Al Rayan 312,500,000 2,500,000,000 1 1.9%

20 Al Khalij Commercial 
Bank 

296,506,515 2,300,714,391 2 1.8%

21 Deutsche Bank 225,013,500 2,400,027,000 2 1.3%

22 Barclays Bank 204,400,000 2,522,000,000 2 1.2%

23= First Gulf Bank 179,766,849 1,847,225,701 2 1.1%

23= Abu Dhabi Islamic Bank 179,766,849 1,847,225,701 2 1.1%

25 WestLB 177,000,000 785,000,000 2 1.1%

26 Qatar Islamic Bank 173,476,212 840,714,391 2 1.0%

27= Brunei Investment & 
Commercial Bank

168,333,333 505,000,000 1 1.0%

27= Fortis Bank 168,333,333 505,000,000 1 1.0%

29 Commercial Bank of 
Dubai 

166,721,970 1,682,150,000 2 1.0%

30 Development Bank of 
Singapore

166,666,667 500,000,000 1 1.0%

31= Arab Banking Corp 150,000,000 350,000,000 2 0.9%

31= UBS 150,000,000 2,250,000,000 1 0.9%

31= JP Morgan 150,000,000 2,250,000,000 1 0.9%

31= Morgan Stanley 150,000,000 2,250,000,000 1 0.9%

31= Dubai Bank 150,000,000 2,250,000,000 1 0.9%

36 Qatar International 
Islamic Bank

137,500,000 275,000,000 1 0.8%

37= Commerzbank 136,363,636 1,500,000,000 1 0.8%

37= Standard Bank 136,363,636 1,500,000,000 1 0.8%

37= Abu Dhabi Commercial 
Bank 

136,363,636 1,500,000,000 1 0.8%

40 Industrial & Commercial 
Bank of China 

127,000,000 635,000,000 1 0.8%

ISLAMIC LOANS RAISED MAY 2008 - MAY 2009

   Borrower Country Islamic Loan Amount (US$)

1 Qatari Diar Real Estate 
Investment Co

Qatar 2,500,000,000

2 Investment Corp of Dubai UAE 2,250,000,000

3 Saudi Electricity Co Saudi Arabia 1,600,597,556

4 Dubai Financial UAE 1,500,000,000

5 Dubai Electricity & Water 
Authority [DEWA]

UAE 1,474,000,000

6 Borse Dubai Ltd UAE 827,000,000

7 Al-Faisal Holding Co Qatar 800,714,391

8 Dubai Department of Civil 
Aviation 

UAE 635,000,000

9 Saudi Arabian Mining Co Saudi Arabia 625,000,000

10 Brunei Gas Carriers Brunei 505,000,000

11 Enoc Supply & Trading UAE 500,000,000

12 Al Ghurair Centre UAE 347,225,701

13 Dubai Holding UAE 300,000,000

14 Arkan Building Materials Co UAE 283,200,000

15 Qatar Real Estate Investment Co Qatar 275,000,000

16 Emirates Group UAE 272,000,000

17 Bahrain Mumtalakat Holding Co Bahrain 250,000,000

18 Seven Tides UAE 245,031,310

19 Barwa Real Estate Co Qatar 190,580,000

20 Al Jaber Group UAE 184,100,191

LOAN BOOKRUNNERS MAY 2008 - MAY 2009

   Lender
Pro Rata

(US$)
Full Credit 

(US$)
# of

Deals
Market 

Share %

1 HSBC 1,695,298,778 6,390,597,556 4 11.54%

2 Calyon 1,581,548,778 4,725,597,556 3 10.77%

3 Noor Islamic Bank 1,403,677,103 5,748,031,310 8 9.55%

4 Citi 1,145,727,891 3,240,741,391 4 7.80%

5 Standard Chartered Bank 1,121,362,851 5,042,225,701 6 7.63%

6 Dubai Islamic Bank 827,177,103 4,604,031,310 4 5.63%

7 BNP Paribas 702,500,000 2,655,000,000 2 4.78%

8 Qatar National Bank 625,000,000 2,500,000,000 1 4.25%

9 Al Hilal Bank 618,500,000 2,974,000,000 2 4.21%

10 Mashreqbank 539,863,042 713,475,892 3 3.67%

11 Samba Financial Group 524,750,000 2,099,000,000 2 3.57%

12 Royal Bank of Scotland 500,000,000 3,750,000,000 2 3.40%

13 Emirates Bank 377,000,000 1,135,000,000 2 2.56%

14 Union National Bank 283,200,000 283,200,000 1 1.92%

15= First Gulf Bank 250,000,000 1,500,000,000 1 1.70%

15= Standard Bank Group 250,000,000 1,500,000,000 1 1.70%

15= National Bank of Bahrain 250,000,000 250,000,000 1 1.70%

15= Al Khalij Commercial Bank 250,000,000 1,500,000,000 1 1.70%

15= Dubai Bank 250,000,000 2,250,000,000 1 1.70%

15= JP Morgan 250,000,000 2,250,000,000 1 1.70%

15= Barclays Bank 250,000,000 2,250,000,000 1 1.70%

(12 Months) (12 Months)

(12 Months)

ALL DATA AS OF 14th MAY 2009
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SUKUK BY COUNTRY MAY 2008 - MAY 2009

   Country Volume Issued Volume Outstanding

Malaysia  31,522,191,936 17,778,663,260

Indonesia  3,950,157,250 1,617,195,370

Cayman Islands  1,607,191,501 1,607,191,501

Saudi Arabia  1,540,000,000  1,540,000,000 

Jersey  1,093,979,842  1,093,979,842 

Eurobond  1,058,608,009 1,058,608,009

UAE  1,021,520,022  1,021,520,022 

US  650,000,000  650,000,000 

Pakistan  368,323,952 368,323,952

Bahrain  291,854,603 127,354,736

Singapore  67,944,014  67,944,014 

LOANS BY COUNTRY MAY 2008 - MAY 2009

 Country Volume (US$) Market Share(%)

UAE 9,418,250,202 56.4%

Qatar 3,766,294,391 22.5%

Saudi Arabia 2,225,597,556 13.3%

Brunei 505,000,000 3.0%

Kuwait 405,000,000 2.4%

Bahrain 343,700,000 2.1%

Turkey 40,000,000 0.2%

SUKUK BY INDUSTRY MAY 2008 - MAY 2009

Industry Volume Issued Volume Outstanding

Sovereign  22,860,531,978  10,965,000,952 

Other Financial  10,323,119,365 8,736,520,841

Manufacturing  3,622,868,229 2,128,913,657

Agency  3,098,063,114  3,041,277,197 

Service Company  1,092,471,065  707,178,618 

Transportation  908,838,104  698,730,211 

Energy Company  563,600,227  166,098,807 

Banks  293,721,995 293,721,995

Electric Power  157,022,772 105,915,446

Consumer Goods  155,566,081 80,324,741

Gas Distribution  95,968,200 7,098,240

LOANS BY INDUSTRY MAY 2008 - MAY 2009

 Industry Volume (US$) Market Share(%)

Financial Services 3,502,850,000 21.0%

Utilities 3,074,597,556 18.4%

Real Estate 3,030,000,000 18.1%

Government 2,885,000,000 17.3%

Construction 1,025,427,501 6.1%

Business Services 950,741,391 5.7%

General Manufacturing 625,000,000 3.7%

Oil and Gas 551,000,000 3.3%

Retail & Supermarkets 387,225,701 2.3%

Telecommunications 300,000,000 1.8%

Transportation 272,000,000 1.6%

Healthcare 100,000,000 0.6%

GLOBAL ISLAMIC VOLUME SUKUK/LOANS (US$ IN MILLIONS)

For more information please contact: Aimee Webster
Telephone: +1-646-223-6816 
Email: aimee.webster@thomsonreuters.com
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