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The action this week has been in the US. It be-
gan with a one-day United Nations summit on 
climate change in New York, followed by the 
UN General Assembly. As this issue is being 
published, the two-day meeting of leaders of 
the Group of 20 developing and developed 
economies is underway in Pittsburgh, Philadel-
phia. Remaining on the sidelines was a brief, 
no-way-forward summit on the Middle East.

While offi cialdom was clinging to the center 
stage, the private sector also made waves in 
the US this week. The gist of the news is that 
fi rms are beginning to see climate change as 
a barrier to profi t. Companies are showing 
increased willingness to disclose the extent to 
which they are contributing to global warming 
and what they are doing to keep it from 
harming their business.

A growing number of fi rms, including those in 
the fi nancial sector, have already set emissions 
reduction targets because they view global 
warming as a threat to their bottom lines. 
Their concerns include a potential shortage 
of raw materials and supply chain disruptions 
because of severe weather.

For instance, 95% of Levi Strauss’ offerings 
are made from cotton. Climate-related water 
shortages threaten cotton supplies, to say 
nothing of the tornadoes and fl oods that could 
threaten the company’s cut-and-sew opera-
tions in Bangladesh, Cambodia, Vietnam and 
other countries. Companies that depend heav-
ily on the goodwill of both consumers and their 
employees are also sensitive to the issue.

This is a real economy issue. Hence, it ought to 
be the natural playground of Islamic fi nance. 
While the lead has been set by companies 
in the US, opportunities are spawning for 

Islamic fi nance practitioners to create new 
markets and demonstrate innovativeness 
as well as creativity by riding on this civic 
conscious drive. For industrialists, how about 
coming up with fi nancing facilities for carbon 
emission reduction schemes? In the emerging 
economies, how about micro fi nancing and 
other programs to enable cotton farmers, for 
example, improve their yield and strengthen 
their economic position?

Ceres, a Boston-based network of investors, 
environmental organizations and public 
interest groups, has petitioned the Securities 
and Exchange Commission to require 
companies to report climate change risks 
as part of their regular fi nancial disclosures. 
“It is such a material risk that it needs to be 
moved from off the balance sheets into the 
formal disclosure that needs to be made,” 
said Ceres president Mindy Lubber. “To build 
our economy, we need to be looking at all the 
risks and opportunities related to climate and 
water and other limited resources that we use 
to fuel our economy.”

Islamic fi nance practitioners should also be 
looking at these risks and opportunities and 
exploring ways to create Shariah-based prod-
ucts that have solid standing in terms of fi rmly 
entrenched ethics, values and principles.

US corporations are striving to convince law-
makers that capping greenhouse gas emis-
sions and providing money so that vulnerable 
countries can adapt to climate change makes 
economic sense. Those active in Islamic fi -
nance could join forces with their conventional 
fi nance counterparts to likewise drive home 
this point to their government leaders so that 
next time, meetings such as this week’s turn 
out to be truly meaningful.  

Fresh fi elds to conquer

BRUNEI 20   October 2009th
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NEWS
Islamic fi nance can open a new vista of 
business opportunities for Nigerians

Delphi Trade•  to launch Islamic fund to 
facilitate sales by US companies hampered 
by weak credit 

ShariaShares•  funds the fi rst Shariah-
screened ETFs in the US

The • International Finance Corporation to 
provide US$50 million to Kuwait Energy 
Company

Indonesia’s fi nance ministry to auction a • 
sovereign Sukuk in mid-October

Philippines to promote Islamic banking • 
through provisions under its proposed 
Islamic Banking Act

The South Korean government to set up • 
benchmark rate for Sukuk once the tax law 
revision is approved

India’s upcoming fi rst Islamic bank to fund • 
a US$4.2 million bullet train project in 
Kerala state

The French parliament fi nally passes a • 
law to facilitate the issuance of Sukuk: 
France’s fi rst Sukuk expected in the 
coming months

Central Bank of Bahrain• ’s monthly Sukuk 
issue oversubscribed by 145%

Mayfair Wealth Management•  extends offer 
deadline for its Real Estate Musharakah 
Notes

Boubyan Bank•  to raise its capital by 
50% to US$612 million to strengthen its 
fi nancial position

Al Baraka Bank-Syria•  to raise US$38 
million through an IPO

TAKAFUL
Syarikat Takaful•  aims for more than 
50% market share by growing its retail 
distribution 

Ceylinco Takaful• ’s suspension extended 
for another three weeks

Abu Dhabi National Insurance Company•  

to launch Takaful products in second half 
of 2010 

Takaful International • to expand operations 
and explore bigger projects after increasing 
capital 25%

RATINGS
Antara Steel Mills’ BaIDS on review for 

possible downgrade

MARC downgrades • Straight A’s Portfolio’s 
MUNIF to ‘MARC-4ID’ from ‘MARC-1ID’ 

Optimal Glycols•  and Optimal Chemicals’ 
AA+ID(s) ratings placed on MARCWatch 
Positive

Medi Innovation• ’s IMTN and MUNIF 
issuances maintained at ‘AID’ and ‘MARC-
2ID /A/AID/A’ respectively

The global local currency deposit ratings • 
of Bank Mandiri, Bank Negara Indonesia, 
Bank Rakyat Indonesia and Bank Tabun-
gan Negara lowered to ‘Baa3’ from ‘Baa2’

The respective ‘AAA’, ‘AA2’ and ‘A2’ ratings • 
of Midas Plantation’s US$24 million Sukuk 
Ijarah reaffi rmed

Maybank• ’s outlook revised to stable from 
negative

Fitch downgrades the long-term Issuer • 
Default Ratings of four UAE-based fi nancial 
institutions

Fitch downgrades • Dubai Electricity and 
Water Authority’s long-term IDR to ‘A-’ 
from ‘A+’ with a negative outlook

Fitch downgrades • TAIB Bank’s long-term 
IDR to ‘BBB-’ from ‘BBB’ with a negative 
outlook
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AFRICA
‘New vista’
NIGERIA: Islamic banking should be further 
encouraged in the country to add value to 
the banking sector rather than be pursued 
for religious considerations only, as Islamic 
as well as non-Islamic countries have 
embraced the system gainfully, said Islamic 
cleric Abdulrazaq Kilani.

He urged the country’s leaders to follow the 
example of Malaysia, which shares Nigeria’s 
multiracial and multi-religious population 
profi le, in becoming a regional hub for 
Islamic fi nance.

With other economies opting for Islamic 
banking and the Central Bank of Nigeria’s 
(CBN) readiness to boost the growth of the 
Islamic banking system, economist Malam 
Quasim Ismail said the country should take 
urgent steps to diversify its fi nancial system.

While CBN governor Sanusi Lamido 
promised to create an enabling environment 
for its introduction and growth in Nigeria, 
a senior CBN offi cial expressed confi dence 
that Islamic banking and fi nance would 
boost the nation’s economic growth, 
“opening a new vista of business and 
investment opportunities for Nigerians.”

AMERICAS
Islamic fund to the rescue
US: Export and trade-receivable fi nance 
company Delphi Trade will launch a 
Shariah compliant investment fund on 
the 30th September to facilitate sales by 
US companies, mainly automobile fi rms, 
hampered by weak credit.

The fi rm has been raising money from local 
investors with a start-up capital of US$100 
million. With short-term, commercial paper-
like returns for their cash, Delphi targets 
Middle Eastern banks other than local 
investors.

Low credit ratings hurt exporters, since 
customers have to weigh payment and 
collection risk. Delphi steps in between, 
forwarding money to buy pre-sold goods 
and then passing them to the end buyer, 
collecting a trade margin as its fee. 
Manufacturers benefi t because Delphi 
begins delivering payment immediately after 

continued...
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a deal is signed, as opposed to months down 
the road when a product is delivered, which 
speeds up cash fl ow that can be invested in 
production.

“We’re applying our trade fi nance technology 
in a way o create a market for a short-term 
cash alternative that falls within the Islamic 
structure,” said Delphi Trade head Craig 
Allen. 

First Islamic ETF
US: Europe-based ShariaShares FTSE USA 
Fund and the ShariaShares FTSE Developed 
ex-US Fund are to invest in foreign and 
domestic fi rms that comply with Islamic 
law, making it the fi rst Shariah-screened 
exchange-traded funds (ETFs) in the country.

ShariaShares FTSE USA Fund will track the 
FTSE Shariah USA Index, which comprises 
241 mid and large-cap US-traded shares, 
while ShariaShares FTSE Developed ex-US 
Fund will track the FTSE Shariah Developed 
ex-US Index, a market-cap weighted index 
made up of stocks from 25 of the 48 
countries in the FTSE GEIS Index Series.

The ETFs will invest 80% of their assets in 
underlying securities and 20% in futures 
and options contracts. The fund’s advisor is 
Florentez Capital Management.

To meet the investment criteria of the funds, 
companies will also have to show debt, cash 
and interest-bearing items less than 30% of 
total assets, and accounts receivable less 
than 50% of total assets. In addition, they 
must meet specifi c revenue and dividend 
guidelines. 

Pumping in money for oil
US: The International Finance Corporation 
(IFC), the World Bank’s private sector 
developer, will provide US$50 million to 
Kuwait Energy Company (KEC) to develop 
its oil and natural gas assets in Egypt 
and Yemen, as the two countries have 
experienced stagnant oil production in recent 
years.

The IFC fi nancing package is made up of a 
US$15 million Murabahah-structured income 
participation facility and a US$35 million 
reserve-based facility that will help the 
company’s early stage of growth. In addition, 
it will also help KEC prepare for a potential 

listing on an international stock exchange.

Established in August 2005, KEC is as an 
independent oil and gas exploration and 
production company with operations across 
the Middle East, North Africa, Eastern 
Europe, and Pakistan. 

ASIA
Longer term Sukuk
INDONESIA: The fi nance ministry plans to 
sell a government Sukuk, with a maturity 
period of more than fi ve years, at an auction 
in mid-October to cater to investors seeking a 
long-term bond.

The ministry has yet to disclose the specifi c 
period for the Sukuk, with the head of 
treasury Rahmat Waluyanto saying that 
it will not be too long as a Sukuk needs a 
benchmark to be created. The amount will 
depend on the demand, he added. 

Carrots on the way?
PHILIPPINES: Central bank Bangko Sentral 
ng Pilipinas (BSP) is seeking to promote 
Islamic banking to attract investments from 
Muslim countries, encourage overseas banks 
to set up shop in the country, and enable 
local banks to broaden their markets.

Under BSP’s proposal for an Islamic Banking 
Act, there will be a 60% ownership ceiling for 

continued...

SONG BIRDS

A language we are most fluent in.

continued...



www.islamicfi nancenews.com
NEWS

Page 5© 25th September 2009

foreigners in a fully Shariah compliant bank. 
Non-Islamic banks will be allowed to engage 
in Islamic banking provided that the funds, 
assets, documents and accounts of the unit 
are kept separate from the other businesses 
of the bank.The BSP will form a fi ve-member 
Shariah Advisory Council which will work with 
the Shariah committees of the individual 
Islamic banks. 

Deputy BSP governor Nestor A Espenilla Jr 
said another step is the planned revival of 
the Al Amanah Islamic Investment Bank. 
“That’s already in place and there’s already 
a legal framework behind it. If that can be 
reactivated, preferably with investment from 
an established Islamic country, then that 
automatically sends out a credible signal to 
the world,” he said. 

Benchmark rate likely
SOUTH KOREA: The government will set up 
a benchmark rate for potential local Sukuk 
issuers once the relevant tax law revision 
is approved. It could do this via a sovereign 
bond issuance or ask state-run Export-
Import Bank of Korea or Korea Development 
Bank to do so, said the director-general of 
the fi nance ministry’s international fi nance 
bureau, Kim Ik-joo.

However, there are no plans so far to issue a 
sovereign Islamic bond, he added. 

Islamic bank to fund train
INDIA: The country’s upcoming fi rst Islamic 
bank will fund a high-speed north-south 
train link in Kerala state, amounting to 
INR200 million (US$4.2 million). The Kannur-
Thiruvananthapuram bullet train is part of 
the state government’s program to boost 
infrastructure to attract investments and lift 
the economy. The Kerala State Industrial 
Development Corporation will take an 11% 
stake in the new Islamic bank, which will 
be a platform for the state government’s 
investment initiative in infrastructure. The 
balance will be held by individuals, primarily 
those of Kerala origin based in West Asia. 

EUROPE
Sukuk law at last
FRANCE: Despite opposition from left-wing 
parties, parliament has fi nally passed a 

law to facilitate the issuance of Sukuk by 
amending the legal framework known as 
“fi ducie”, equivalent to trust. In line with the 
country’s two-year initiative to create a new 
European hub for Islamic fi nance, experts 
hope that France will now be able to draw 
more investors from the Middle East to 
invest in local projects as well as small- and 
medium-sized companies based on the 
Shariah principles.

Opposition to the law highlighted resistance 
from some quarters in France to altering 
the law in a way that could be seen to affect 
secular traditions. France’s fi rst Sukuk, by 
an unnamed French fi nancial institution, is 

expected in the coming months after being 
delayed by “a number of challenges from 
the Shariah and legal point of view,” Islamic 
Finance Advisory & Assurance Services 
managing director Mohammad Farrukh Raza 
said. The law “shows a positive willingness 
by the French government to develop this 
market,” said Farmida Bi, partner at law fi rm 
Norton Rose. 

The law, however, does not necessarily 
sweep away all the obstacles to Sukuk 
issuance. “In particular it is not clear how the 
trust law will work in practice,” she said..

continued...
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December Courses
Risk Management for Islamic Finance & Banking
6th – 8th December 2009, Abu Dhabi

Credit Risk Management for Islamic Financial Institutions
9th – 10th December 2009, Abu Dhabi

Modern Islamic Finance & Financial Products
6th – 9th December 2009, Amman

Sukuk & Islamic Capital Markets
 7th – 10th December 2009, Kuala Lumpur

Please see www.islamicfi nancetraining.com for more details.

For more information, please contact Ms Subashini Jaganathan at
+603 2162 7800 ext 32 or email at Subashini.Jaganathan@REDmoneygroup.com
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MIDDLE EAST
CBB’s Sukuk in demand
BAHRAIN: The Central Bank of Bahrain’s 
(CBB) monthly issue of short-term Sukuk 
has been oversubscribed by 145%. The 
BHD165 million (US$438 million) issuance 
drew BHD239 million (US$634 million) 
worth of subscriptions. The Sukuk has a 
three-year maturity period from the 24th 
September to the 25th September 2012 with 
an unexpected return of 3.75%. This is CBB’s 
16th issuance of the short-term Sukuk Ijarah 
series on behalf of the Bahraini government. 

REMNotes offer extended
UAE: Mayfair Wealth Management, a leading 
fi nancial and investment advisory services 
provider, has extended the subscription 
deadline for its Real Estate Musharakah 
Notes (REMNotes) until the 29th October.

The REMNotes, a Shariah compliant 
distressed property fund in the UAE worth 
US$50 million, was extended due to the 
huge demand from regional investors, CEO 
Amani Choudhry said. 

“The demand is a testament to the 
potential of this fund and its attractiveness 
among investors, who appreciate the way 
it leverages the current downtrend in the 
property market,” she added. 

With the correction in the real estate 
prices, she expects REMNotes to deliver an 
annual return of 12% to 15% to investors 
by enabling them to participate in the 
acquisition of “strategically 
sourced undervalued” properties 
in the UAE. 

Capital boost for Boubyan
KUWAIT: One of the three Islamic 
banks in the emirate, Boubyan Bank, 
plans to raise its capital by 50% from 
KWD117 million (US$408 million) to 
KWD175 million (US$612 million) to 
strengthen its fi nancial position.

The bank will be issuing 583 million 
new shares at a nominal price of 
100 fi ls (35 US cents) and a premium 
of 150 fi ls (52 US cents) per share, 
which is expected to bring in cash of 
up to KWD146 million 
(US$510 million). 

IPO for Syrian unit
SYRIA: An initial public offering (IPO) is to be 
held for a 35% stake in Al Baraka Bank-Syria 
to raise SYP1.75 billion (US$38 million). 
The issuance of 3.5 million shares at a 
nominal value of SYP500 (US$11) per share 
is reserved for Syrian investors only and 
available for a month from the 4th October.

Besides the Al Baraka Banking Group, 
the founders of Al Baraka Bank-Syria 
include prominent Syrian and non-Syrian 
individual and institutional investors, who 
have collectively contributed 65% of the 
company’s capital or SYP3.25 billion (US$69 
million).

The lead IPO manager is Bemo Saudi Fransi 
Finance, a unit of Bank Bemo Saudi Fransi. 

continued...
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ASIA 
Bright outlook for Takaful

MALAYSIA: In line with the positive outlook 
for the country’s domestic Takaful business 
due to the limited number of Takaful players 
and almost 60% of the Malaysian population 
still uninsured, Syarikat Takaful aims to 
increase its market share to more than 50% 
by aggressively growing its retail distribution 
capabilities.

The Islamic insurer has in the pipeline 
three new Takaful products for its fi nancial 
year ending the 30th June 2010 —Takaful 
myGraduan (protection and savings plan), 
Takaful myInvest (protection and investment 
plan) and Takaful myGemilang (retirement 
plan).

Group managing director Hassan Kamil 
said with only eight Takaful operators in the 
country and two more Takaful licenses to 
be issued by Bank Negara, there is plenty of 
room for the growth of Takaful products. The 
fi rm’s key growth drivers will mainly come 
from the general Takaful portfolio and retail 
life markets, he added. 

Suspension extended

SRI LANKA: The Insurance Board of Sri 
Lanka has extended the suspension 

imposed on Ceylinco Takaful for another 
three weeks, from the 16th September to the 
7th October.

Earlier, the fi rm was barred from conducting 
business in general insurance, including 
issuing new general insurance policies, for 
three weeks from the 5th August. No other 
reasons were given by the board. 

MIDDLE EAST
Takaful for more revenue

UAE: The country’s second largest insurer 
in terms of revenue, Abu Dhabi National 
Insurance Company (Adnic), is in talks 
with partners to launch Takaful products 
in the second half of 2010 to substantially 
increase its revenue by taking advantage of 
the growing Takaful pie.

The conventional insurer is applying for 
a Takaful license while completing and 
establishing strategic business plans. “We 
have been discussing Takaful as a viable 
solution for the UAE via Adnic. 

We are having discussions with four partners 
to establish a founders’ committee,” said 
CEO Walid Sidani, who formerly served 
as vice-president and CEO of AIG Global 
Takaful.

Earlier, Adnic reported a 30% drop in 
insurance premiums from marine cargo in 
the fi rst eight months of this year compared 
to last year’s level due to a slowdown in its 
international trade activities. 

Eye for bigger projects

BAHRAIN: Insurance fi rm Takaful 
International will begin to expand its 
operations and look at larger scale projects 
after its 25% capital increase following the 
completion of its recent rights issue. The 
fi rm’s paid-up capital reached BHD6.25 
million (US$17 million) distributed over 62.5 
million shares.

The capital base will be an incentive for 
further development and diversifi cation in 
its activities, in addition to the acquisition of 
different insurance market segments, said 
Takaful International chairman Adel Abdulla 
Al Mannai.

Takaful International will also increase its 
capacity and raise the retention rates in all 
insurance portfolios as well as expand its 
quality and regional operations that could 
yield attractive returns for its shareholders 
and policyholders, he added. 

According to the Central Bank of Bahrain, 
the company has approximately 52% of the 
Takaful market in Bahrain. 
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ASIA
Possible downgrade

MALAYSIA: Malaysian Rating 
Corporation (MARC) continues to 
maintain its ‘AID’ rating on Antara 
Steel Mills’ (Antara) RM500 million 
(US$144 million) Bai Bithaman 

Ajil Islamic Debt Securities (BaIDS) program 
on MARCWatch Negative pending the 
conclusion of an ongoing review of its rating 
for possible downgrade.

The BaIDS was initially placed on 
MARCWatch Negative on the 3rd February 
2009 to highlight concerns over the fi nancial 
impact of an extended shutdown of Antara’s 
Labuan-based hot briquetted iron plant due 
to weak steel demand in the second half of 
2008.

 
The plant resumed operations that 

month with capacity presently running at 
89%. Antara is expected to report an audited 
pre-tax loss arising from sharply reduced 
top-line revenue as well as large inventory 
impairment charges for the fi nancial year 
ended the 30th June 2009.

MARC expects to resolve the MARCWatch 
status of Antara’s rating by end-October 
2009 based on its assessment of the impact 
of Antara’s recent fi nancial performance and 
the steel industry outlook on Antara’s credit 
profi le over the next several quarters.

Descent for Straight A’s

MALAYSIA: MARC has downgraded 
its ratings on Straight A’s 
Portfolio’s (Straight A’s) RM200 
million (US$58 million) Murabahah 
Underwritten Notes Issuance 

Facility (MUNIF) to ‘MARC-4ID’ from ‘MARC-
1ID’ due to the heightened collectability risk 
of certain receivables securing the facility.

Accordingly, MARC feels that Straight A’s 
no longer has the capacity to meet its 
obligations under the MUNIF without relying 
on external support. 

The lowered ratings are therefore based 
on MARC’s evaluation of the credit support 
derived from a corporate guarantee from 
Straight A’s intermediate holding company, 
Oil-Line Engineering & Associates (OLEA). 
The ratings remain on MARCWatch Negative, 
where they have been placed since the 22nd 
May 2008. The facility’s long-term rating is 

notched down from Oilcorp’s long-term rating 
of ‘BBID’ to refl ect structural subordination. 
Its short-term rating has been equalized 
with that of Oilcorp, and refl ects the 
precarious state of Oilcorp’s fi nances and 
heightened risk of non-payment with regards 
to an upcoming debt redemption on the 7th 
October.

Straight A’s is a special purpose vehicle 
formed by Oilcorp’s wholly-owned subsidiary, 
OLEA, for securitizing receivables from 
assigned contracts of OLEA and/or its 
subsidiaries. 

Optimal on positive watch

MALAYSIA: MARC has placed 
on MARCWatch Positive its 
‘AA+ID(s)’ ratings on Optimal 
Glycols (Malaysia) and Optimal 
Chemicals (Malaysia)’s RM453 

million (US$130 million) and RM567 million 
(US$163 million) Bai Bithaman Ajil Islamic 
Debt Securities (BaIDS) respectively.

This follows the sale of Union Carbide 
Corporation’s (UCC) and UCMG LLC’s shares 
in Optimal Olefi ns (Malaysia), Optimal Glycols 
and Optimal Chemicals to Petronas for 
US$660 million on the 17th August 2009. 
UCC is a wholly owned subsidiary of The Dow 
Chemical Company (Dow) while UCC LLC is a 
subsidiary of UCC.

MARC said the ownership change for the two 
entities has a positive impact on the ratings 
by virtue of the improved prospective credit 
support which will be solely provided by 
Petronas post-acquisition and the potential 
rating uplift associated with the application 
of MARC’s parent-subsidiary rating criteria. 
Dow’s continuing involvement as technical 
support provider to both entities ensures 
that the divestiture has inconsequential 
operational and market risk implications. 

Restructure by conversion

MALAYSIA: MARC 
continues to maintain 
its ratings on Medi 
Innovation’s RM100 

million (US$29 million) Islamic Medium 
Term Notes (IMTN) issuance facility and 
RM50 million (US$14 million) Murabahah 
Underwritten Notes /Islamic Medium Term 
Notes (MUNIF/IMTN) issuance facility of ‘AID’ 
and ‘MARC-2ID /A/AID/A’ respectively on 

MARCWatch Negative where they had been 
placed since the 17th June.

While the initial MARCWatch action 
highlighted its weak cash fl ow generation 
ability and its strained balance sheet, its 
continuation refl ects the timely conversion 
of the facilities to loan stocks under its 
proposed debt restructuring exercise.

Failure to complete the debt restructuring 
exercise by the 31st October, in relation to 
the part deferment of its upcoming profi t 
payment, will likely result in heightened 
default risk, it cautioned.

The operator of a chain of aesthetic clinics 
in Singapore and Hong Kong is proposing 
to restructure the facilities by converting 
them into redeemable convertible secured 
loan stocks of up to RM236 million (US$68 
million) and redeemable convertible 
unsecured loan stocks of up to RM19 million 
(US$5.5 million). The proposal is pending 
approval from the Securities Commission. 

Mix ratings for 10 banks

INDONESIA: Moody’s Investors 
Service (Moody’s) has lowered 
the global local currency (GLC) 
deposit ratings to ‘Baa3’ from 
‘Baa2’ for four state-owned banks 

— Bank Mandiri, Bank Negara Indonesia, 
Bank Rakyat Indonesia and Bank Tabungan 
Negara.

It confi rmed the ‘Baa3’ GLC deposit ratings 
for six banks — Bank Central Asia, Bank 
CIMB-Niaga, Bank Danamon Indonesia, 
Bank Internasional Indonesia, Bank 
Permata and Pan Indonesia Bank. In 
addition, Moody’s has raised the foreign 
currency long-term deposit ratings to ‘Ba3’ 
from ‘B1’ for the 10 banks, all of which have 
Islamic banking units.

Furthermore, Moody’s has raised the 
foreign currency issuer ratings for Bank 
Central Asia, Bank CIMB-Niaga and Bank 
Internasional Indonesia to ‘Ba1’ from ‘Ba2’ 
and the foreign currency subordinated debt 
ratings for Bank CIMB-Niaga and Bank 
Internasional Indonesia to ‘Ba1’ from ‘Ba2’. 

 All the ratings, which carry stable outlooks, 
are based on Moody’s review of the systemic 
support assumption used in its joint default 
analysis application. 
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The ratings also take into account 
Indonesia’s sovereign ratings on the 16th 
September when the foreign currency 
and local currency government bond were 
upgraded to ‘Ba2’ from ‘Ba3’; foreign 
currency deposit ceiling to ‘Ba3’ from ‘B1’; 
and foreign currency bond ceiling to ‘Ba1’ 
from ‘Ba2’. 

‘Midas touch’ reaffi rmed

MALAYSIA: RAM Ratings 
has reaffi rmed the 
respective ‘AAA’, ‘AA2’ 
and ‘A2’ ratings of Midas 

Plantation’s RM83 million (US$24 million) 
Class A, Class B and Class C Sukuk Ijarah.

The ‘AA1(s)/P1(s)’ ratings with a stable 
outlook of Midas’ RM50 million (US$14 
million) Sukuk Ijarah Commercial Paper/
Medium Term Notes (CP/MTN) program, 
have also been reaffi rmed, refl ecting the 
enhancement provided by a Sukuk Put 
Option granted by OCBC Bank (Malaysia) to 
the Sukuk holders.

On the 27th June, Midas fully redeemed its 
Class D Sukuk, following which RM83 million 
of Sukuk Ijarah and RM15 million (US$4.3 
million) of the Islamic securities will be due 
on the 27th February 2010.

Midas is a special purpose vehicle 
incorporated as the fi nancing conduit for 
an Islamic sale-and-leaseback transaction 
backed by two oil palm plantations and one 
palm oil mill, on whose stable cash fl ow the 
reaffi rmation of the ratings for the RM83 
million Sukuk Ijarah is premised on. 

Maybank revised to stable

MALAYSIA: Moody’s has revised 
the outlook to stable from negative 
on Malayan Banking’s (Maybank) C 
Bank Financial Strength Rating 
(BFSR), its long-term global local 

currency deposit (GLC) rating at ‘A1’ and for-
eign currency Tier 1 capital securities at’A3’.

Maybank’s local and foreign currency short-
term deposit ratings of ‘P-1’, foreign currency 
long-term deposit rating of ‘A3’, and foreign 
currency subordinated debt rating of ‘A3’ 
remain unaffected with stable outlooks.

The outlook change on Maybank’s BFSR 
refl ects the replenished state of its capital 

level, its improved non-performing loan 
provision coverage and its dominant local 
franchise.

At the same time, the revised stable outlook 
for Maybank’s C BFSR implies that its 
Baseline Credit Assessment (BCA) of ‘A3’ is 
stable. This outcome underpins the stable 
outlook for the bank’s ‘A1’ GLC. The two-
notch lift above the BCA refl ects the high 
likelihood of strong systemic support for 
Maybank, should the need arise. 

MIDDLE EAST
Fitch reviews support

UAE: Fitch Ratings has downgraded 
the long-term Issuer Default 
Ratings (IDR) of four UAE-based 
fi nancial institutions, refl ecting 
Fitch’s view that the ability of 

the sovereign UAE federal authorities and 
the Dubai emirate to provide support has 
lessened.

The banks are Commercial Bank of Dubai 
(long-term IDR: downgraded to ‘A-’ from ‘A’; 
outlook stable), Dubai Bank (long-term IDR: 
downgraded to ‘BBB+’ from ‘A-’; outlook 
stable), Mashreqbank (long-term IDR: 
downgraded to ‘A’ from ‘A+’; outlook stable), 
and Tamweel (long-term IDR: downgraded 
to ‘BBB’ from ‘A’; remains on Rating Watch 
Evolving). The support ratings for Dubai Bank 
and Tamweel have been downgraded to ‘2’ 
from ‘1’.

Fitch concluded that while the willingness to 
provide support for most fi nancial institutions 
is unchanged, the ability (as refl ected by the 
creditworthiness) of the UAE authorities and 
Dubai to provide support has weakened, 
prompting negative rating actions on the 
banks.

Tamweel’s long-term IDR has been 
downgraded to ‘BBB’ from ‘A’, refl ecting the 
weakened creditworthiness of its 
main shareholder, the Dubai emirate. 

The rating remains on Rating Watch 
Evolving (along with the Short-term IDR of 
‘F3’, Support Rating of ‘2’, and Support 
Rating Floor of ‘BBB’) to refl ect the 
continuing uncertainty over Tamweel’s 
future ownership and its role in the UAE 
economy. 

Fitch downgrades DEWA

UAE: Fitch Ratings has downgraded 
Dubai Electricity and Water 
Authority’s (DEWA) long-term IDR to 
‘A-’ from ‘A+’ with a negative out-
look. It also downgraded the fi rm’s 

senior unsecured rating to ‘A-’ from ‘A+’, 
short-term IDR to ‘F2’ from ‘F1’ as well as the 
AED3.2 billion (US$871 million) 2013 Sukuk 
issued by DEWA Funding to ‘A-’ from ‘A+’.

The government’s involvement with 
DEWA manifests itself in numerous ways, 
including its appointment of board 
members and the setting of electricity and 
water tariffs. DEWA also closely coordinates 
its strategic plan, annual budget and funding 
plans with the government. In addition, 
DEWA sources its gas, which is the primary 
fuel to fi re its generation plants, from the 
Dubai Supply Authority.

DEWA’s ratings continue to be supported 
by its position as the exclusive vertically 
integrated electricity and potable water 
utility in the Dubai emirate, consistently 
improving effi ciency levels, as well as a 
modern asset base. 

However, investment requirements are likely 
to impact its future fi nancial profi le, although 
the revamped regulatory frameworks for 
electricity and water tariffs offer some 
mitigation to the forecast deterioration in the 
fi nancial profi le. 

Weak shareholder support
BAHRAIN: Fitch Ratings has downgraded 
TAIB Bank’s long-term Issuer Default Rating 
(IDR) to ‘BBB-’ from ‘BBB’ with a negative 
outlook. The bank’s other ratings have been 
affi rmed at short-term IDR ‘F3’, Individual 
‘C/D’ and Support ‘2’.

On the downgrade, Fitch said the 
creditworthiness of the Dubai emirate has 
weakened, to which the bank’s ultimate 
main shareholder, Dubai Holding (DH), is 
inextricably linked. Fitch is concerned 
that the creditworthiness could weaken 
further and DH will therefore be less able to 
support TAIB Bank. 

Despite these changes, the Support rating 
implies that there remains a high probability 
of support being provided to TAIB Bank 
by its ultimate main shareholder, if 
necessary.  
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In Vol 6 Issue 34, Islamic Finance news reported on the state of Islamic 
banks in the UK quoting a senior practitioner, who spoke on condition 
of anonymity. He said the four investment banks, which focus mainly 
on asset management, should re-evaluate their core business model 
and also consider the tax advantages of operating offshore instead of 
in London as it is not a big market for Islamic fi nancial services. He was 
also unconvinced of the UK Islamic banking and fi nance’s prospects 
largely due to the UK not being a predominantly Muslim nation.

Islamic Finance news obtained the views of Islamic Finance Council 
executive board member Omar Shaikh on the matter. He said London 
does not seem to be a conducive environment for Islamic fi nance at 
the moment only due to the global economic crisis and because it has 
not had the time to develop.

“But is it so restrictive that we can never see it developing or the 
structure would not permit the growth? That, I think, would be going 
too far,” he argued.

On regulatory support for Islamic fi nance, Omar said the reality is that 
there are a few things missing that hamper the Islamic banks, but 
these are issues not just peculiar to the UK but also globally. However, 
he added, the UK’s regulatory environment is principles-based, which 
enables it to be adaptable and fl exible.

“As a secular regulator, I think there are issues, particularly in the 
Shariah compliant arena, but do these prevent the existence of Islamic 
banks? We already know the answer because there are fi ve of them in 
the UK. Do they prevent the banks from expanding and growing?

“It does hamper managing the balance sheet, defi nitely. But it is not 
the ‘be all and end all’ of the problems; there are other issues and 
challenges but it does not mean that you cannot continue fi nancing, 
and we know this because Bank of London and the Middle East (BLME) 
has done this. Its balance sheet is close to GBP1 billion (US$1.6 billion) 
now and we have seen other banks starting on that journey,” he said.

Omar continued that one of the strengths that the UK has or could 
leverage on is the fact that it is a global fi nancial capital benefi ting 
from the depth and vigor of its capital market. 

“This is evident from the 12 Sukuk being listed on the London Stock 
Exchange, with none of them originating from the UK. That is the 
reason why there will always be an opportunity for London, and the 
UK by extension. And that is not the retail sector but more towards the 
capital market. We have strong established and matured corporations 
here,” he said.

Traditionally, Omar explained, the UK and even Europe and the US 
had always benefi tted and from the Middle East capital fl ow requiring 
quality mature assets which exist in those regions. Examples include 
real estate deals, the Aston Martin car maker and various other 
acquisitions, numerous deals and companies that were established. 

“Naturally, anyone caught in this liquidity dilemma would want to look 
for mature or emerging markets for exposure. In that context, the 

banks here facilitate that process further. It is basically the business 
plan rationale that they all had,” he explained.

However, Omar said there is a perception that these banks may have 
been slow to capitalize on this. He said they had to focus more on 
the crisis in the Gulf and also building a UK wide or European wide 
strong lending book to provide fi nancing for small- and medium-sized 
enterprises as well as businesses in a Shariah compliant manner.

“I think BLME has done that quite successfully; it has gone out there 
and been more proactive. It is not an easy thing to achieve but if ever, it 
is probably as easy as it gets because conventional banks have ‘closed 
the taps’. Any source of liquidity, or liquidity that is perceived to be 
continuous, is benefi cial but again, one has to look at the restricted 
size of the balance sheet of these banks as well,” he said.

On the purported lack of business for the Islamic banks in the UK, 
Omar said the opposite is the case as there is a massive amount 
of deleveraging occurring within the banks as a result of their 
respective internal problems, exposure to subprime and the changing 
regulations.

He said because of this, good quality businesses are suffering as they 
are unable to obtain the credit required for working capital, growth or 
expansion. 

“Of course, businesses during a recessionary time are going to go 
bust and hence the demand naturally reduces, but when the supply of 
credit is massively cut, then there is clearly an imbalance and a path 
of demand that is not being serviced.

“So you have got good quality organizations and businesses which 
are being forced to close down because they cannot obtain the credit 
which they have historically had access to. And it actually creates a 
window of opportunity for Islamic banks,” he said.

Nevertheless, Omar felt that the Islamic banks in the UK have not done 
as good a job as possible to seize this opportunity over the last year 
as they have had to deal with their own issues due to their restricted 
balance sheets, besides grappling with regulatory and primarily tax 
issues, which have recently been overcome.

“I think their ability to obtain further funding from their parent 
companies or initial shareholders in the Gulf in the last nine months 
have been hampered because the Gulf has gone through its own 
crisis. These banks are recently established and had they been set 
up 10 to15 years ago and then this crisis had come, they would have 
been in a stronger position to capitalize on this.

“Any new organization is still building its team, bolstering its balance 
sheet and understanding the market, among others. So even though 
the crisis has been good for Islamic fi nance as an alternative to the 
conventional market, Islamic fi nance is still too young to capture a 
bigger share of the pie which is on offer,” he said.

By Raphael Wong

UK
London: Still a viable market
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The main advantages of purpose trusts, whether established in 
Bermuda, Cayman or the BVI, are three-fold:

• The purposes of the trust and therefore the duties of the 
trustees can be linked and specifi cally tailored to the particular 
contemplated transactions, so that in addition to subscribing 
for shares of the SPV, retaining those shares and supporting 
the activities of the SPV in the transactions, the trust can be 
authorized to or restricted from carrying out certain activities in 
connection with the contemplated transaction. In contrast, the 
duties of the trustees of a charitable trust are to maximize the 
benefi ts for the charity or charitable purposes and, depending 
on circumstances, a confl ict of interest may arise.

• A charitable trust that is created primarily to facilitate a 
particular structure or transaction and where the benefi ts to 
the charity are not maximized, may be exposed to a “substance 
over form” argument that the trustees are really acting in the 
interests and for the benefi t of those who benefi t from the 
structure.

• Most offshore centers that follow English common law 
principles grant jurisdiction to the attorney general (or some 
similar public offi cial) to enforce charitable trusts that are not 
being properly administered for the benefi t of the charity. While 
it is not known of any instance where the attorney general has 
sought to enforce a charitable trust that is being used in a 
commercial structure, the risk cannot be entirely discounted in 
any jurisdiction where such enforcement powers exist. Purpose 
trusts are enforced by the persons chosen by the parties and 
appointed in the trust instrument to enforce them.

The advantage of the charitable trust over the purpose trust is mainly 
one of nexus. It could be argued in some circumstances that a trust 
appearing to be for a certain purpose or purposes is in fact a trust 
for the benefi t of an ascertainable person. This may give rise to a tax 
liability in the home jurisdiction of such a person.

There is English case law authority that, where the benefi t to a person 
is so indirect or intangible or is otherwise so framed so as not to give 
such person any locus standi to apply to the court to enforce the trust, 
the trust would be considered as a purpose trust.

If the benefi t is not so indirect, the trust may conversely not be 
considered a purpose trust. Of course, the taxation rules in the 
home jurisdiction may apply different tests to determine whether a 
taxable benefi t arises and those rules would need to be considered 
appropriately.

A properly structured charitable trust from which distributions are 
made from a realistically set level of dividend paid by the SPV may 
therefore be preferable as the charities would be the person deriving a 
benefi t. If taxation is not an issue, as is often the case in many Middle 
Eastern based transactions, a purpose trust may be preferable.

SPV as trustee
In many typical Sukuk, Musharakah and Wakalah structures, the 
SPV will, as described above, declare itself as trustee of the assets 
it owns in favor of the investors. When this happens, care must be 
taken to ensure that the SPV does not require licensing for carrying 

on trust business as this will inevitably lead to increased regulation, 
administration and costs.

One way to avoid any licensing requirements is to ensure that the SPV 
can benefi t from an exemption from the trustee licensing rules, usually 
by qualifying as a private trust company on the basis that it acts as 
trustee of a limited number of connected trusts or some other specifi c 
exemption.

Bermuda private trust company legislation is particularly attractive to 
Islamic fi nance practitioners because of the simplicity of its provisions 
with regards to the trustee licensing exemption. Provided that the SPV’s 
capacity as trustee is limited to the trusteeship of a trust or group of 
trusts specifi ed in its memorandum of association, it will be exempt 
from licensing. There is no requirement to demonstrate that the SPV is 
issuing any type of fi nancial instrument.

In the Cayman Islands, the private trust company exemption may not 
apply to SPVs used in Islamic fi nancing but the Alternative Financial 
Instruments Regulations 2008 provide a useful exemption from licens-
ing specifi cally aimed at trusts used in Sukuk structures. The regula-
tions provide that a trustee of a trust which issues “alternative fi nan-
cial instruments” as defi ned therein is exempt from trustee licensing.

In the BVI, provided the SPV does not receive any remuneration for 
acting as trustee, it will usually qualify as a private trust company and 
be exempt from the licensing requirement.

Meeting market challenges
The Cayman Islands, Bermuda and the BVI are committed to being 
leading offshore fi nancial jurisdictions and all have modern corporate 
law statutes which make them the preferred offshore choices of 
international businesses. The consultations by their governments and 
regulatory authorities with market participants and representative 
organizations is a central aspect in allowing these jurisdictions to 
maintain their vibrant and relevant approach to the provision of 
investment vehicles for use in conventional and Islamic fi nance 
transactions.

More recently, it is noteworthy that each of the Cayman Islands, 
Bermuda and BVI’s commitment to international tax transparency 
standards has been recognized by the Organisation for Economic 
Cooperation and Development (OECD) which has moved all three 
jurisdictions onto the OECD’s “White List” of jurisdictions that are 
compliant with international tax transparency standards.

The increasing convergence of the regulatory regimes in all three 
jurisdictions reinforces the hallmark of their successful approach. As 
noted above, all three jurisdictions have purpose trust and charitable 
trust legislation which the Islamic fi nance practitioner can rely on in 
order to establish a purpose or charitable trust pursuant to which the 
trustee of such trust will hold the shares in an SPV.

The Cayman Islands, Bermuda and the BVI have also enacted various 
other legislation facilitating both conventional fi nance and Islamic 
fi nance transactions, some of which are set out below.

Offshore Innovation Supports Islamic Finance (Final Part)
By Fawaz Elmalki & Edward Stone

continued...
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Offshore Innovation Supports Islamic Finance (Final Part) (continued)

Cayman Islands
In August 2008, the Cayman Islands introduced amendments to the 
Mutual Funds Law and the Banks and Trust Companies Law specifi cally 
to deal with the regulatory status of Sukuk. In particular, the Alternative 
Financial Instruments Regulations 2008 allow a trustee of a trust 
issuing alternative fi nancial instruments such as Sukuk to be exempt 
from trustee licensing.

The Cayman Islands Companies Law was also recently amended to 
facilitate mergers and consolidations between companies limited 
by shares and to improve the winding-up and insolvency provisions, 
which comes at a time of unprecedented numbers of corporate 
reorganizations. The Companies Law also allows the registration of 
companies with both English and Arabic names.

Bermuda
In the past three years and more recently in July 2009, the Bermuda 
government passed a series of legislative amendments to enhance 
the effi ciency of international business in Bermuda, including:

• Allowing companies to have unrestricted objects and the 
capacity and powers of a natural person.

• Improving the process of delivering documents to shareholders 
via the internet.

• Simplifying exempted company residency requirements.
• Permitting shareholder written resolutions to be effective if 

they are signed by shareholders who represent the majority of 
votes. Bermuda companies may also adopt a secondary name 
in non-roman script such as Arabic with the approval of the 
Bermuda Registrar of Companies.

BVI
The BVI Business Companies Act 2004 allows a wide choice of 
corporate entities, including restricted purpose vehicles (also known as 
SPVs), which are useful for structured fi nance transactions including 
Sukuk. 

As further evidence of the modern and up to date approach of the 
BVI legislature, the BVI Business Companies Act introduces a valuable 
element of latitude for joint venture or Musharakah directors when 
compared with the common law and corporate law rules of other 
offshore jurisdictions.

The BVI Business Companies Act also allows a director of a joint venture 
company to act in a manner which he believes is in the best interest 
of one or all of the shareholders rather than in the best interest of 
the company. With respect to company names, like in Bermuda, a BVI 
company can have an additional name in foreign characters, including 
Arabic or other non-Roman characters.

Future fl exibility
Already widely recognized for their contribution to conventional 
fi nance, the Cayman Islands, Bermuda and the BVI have shown their 
determination to maintain their leading role in the growth of the Islamic 
fi nance industry. As demonstrated above, offshore companies and 
trusts play key roles in Islamic fi nance transactions and offer fl exible 
solutions to this nascent industry.

With all three jurisdictions now being moved onto the OECD’s 
“White List” of jurisdictions that are compliant with international tax 

transparency standards, they can look forward to continuing their 
important role as jurisdictions offering innovative measures to meet 
the needs of the Islamic fi nance community.

This is the fi nal part of this article. (Part I appeared last week in Vol 
6, Issue 37). This article is not intended to be a substitute for legal 
advice or a legal opinion. It deals in broad terms only and is intended 
to merely provide a brief overview and give general information.
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Within the conventional fi nancial markets, structured fi nance 
generally refers to highly complex fi nancial transactions such as 
collateralized debt obligations, securitizations and syndicated loans. 
These structures are typically used to transfer risks and open up new 
sources of fi nancing to consumers.

Not all structures are acceptable from a Shariah perspective due 
to the fact that optionality is often built into the instruments or that 
the underlying instrument is associated with interest bearing debt. 
However, there are opportunities that can enable Shariah compliant 
structured fi nance to be achieved without making the structures overly 
complex.

Securitization
Within Islamic fi nance securitization can easily be achieved using 
Sukuk. Due to the fact that the Sukuk holders purchase a proportional 
share of the asset, including all benefi ts and risks associated with 
ownership, the objective of risk transfer is easily achieved.

At the heart of the Sukuk structure lies a special purpose vehicle 
(SPV) that purchases the asset from the original owner on behalf 
of the Sukuk holders. The SPV is often set up as part of the group 
of companies selling the asset and hence raising the funds. In the 
interest of the Sukuk holders, the SPV needs to be bankruptcy remote, 
which means that any insolvency of the original seller of the asset 
does not affect the SPV.

In addition, the SPV should not attract any negative tax implications 
and will need to be established in a tax friendly jurisdiction. With the 
exception of Murabahah, any of the earlier mentioned partnership 
and predictable return structures, as well as a Wakala, can be the 
underlying structure for a Sukuk.

The generic underlying Sukuk structure is depicted below, although it 
should be taken into consideration that variations occur depending on 
the underlying transaction type.

Although the steps differ between the various structures, the underlying 
principles remain the same and involve the following steps once the 
SPV is in place:

Sukuk must be clearly defi ned as off-balance sheet and be bankruptcy 
remote. In addition, any transaction in which ownership of an asset is 
involved requires a true sale. The only exception to this rule would be 
in countries where, for legal or regulatory reasons, it is more effi cient 
to keep the asset on the balance sheet of the issuer of the Sukuk.

In February 2008 the Accounting and Auditing Organisation for Islamic 
Financial Institutions (AAOIFI) Shariah supervisory committee refi ned 
the Sukuk rules and incorporated the following restrictions:

Purchase undertaking. A purchase undertaking by the issuer is 
typically part of the structure and serves as a guarantee to the Sukuk 
holders that their investment will be returned to them at the end of the 
period. Only in an ijarah Sukuk, which is based on a sale and lease-
back transaction, is it allowed to have a purchase undertaking at a 
price pre-agreed at the start of the transaction. In Mudarabah Sukuk, 
Musharakah Sukuk and Wakala Sukuk, a purchase undertaking is 
allowed. However, the price cannot be agreed in advance but has to 
be equal to the market price of the underlying partnership or asset on 
the maturity date.

Sukuk manager guarantee. The Sukuk manager cannot provide a 
guarantee to make good the shortfall of any income to the Sukuk 
holder. Due to the fact that there is no longer a guarantee in case of a 
default, Sukuk will rank pari pasu with ordinary secured debt.

Reserves. The Sukuk manager is entitled to build up reserves out of 
the profi t or rentals to cover any potential future shortfall, which partly 
offsets the lack of a guarantee. However, amounts will have to be 
appropriated to the reserve before distributing the profi t to the Sukuk 
holders. This provides potential to offer different tranches which will 
allow investors to invest according to their risk appetite.

The tightening of the rules will result in enhanced Shariah compliance 
and increased transparency. From an issuer perspective, however, 
tranching may now become a viable alternative. An issue could, for 
example, be divided into three tranches:

• High Investment Risk Share. This tranche would have no 
reserves attached to it and pay the investor all the proceeds 

Shariah Compliant Structured Finance
By Natalie Schoon

continued...

Sukuk holders/
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The generic underlying Sukuk structure
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Shariah Compliant Structured Finance (continued)

from the Sukuk payment as is. In the event of a loss, the 
investor will be paid less, or potentially nothing at all.

• Medium Investment Risk Share. This tranche would have 
some reserves attached to it, which would cover part of any 
shortfall (for example, 50%).

• Low Investment Risk Share. This tranche would have a higher 
level of reserves attached to it, and would cover the majority of 
any shortfall.

The profi t shares for medium and low risk tranches will be subject to 
any appropriations to the reserves.

Syndication
In conventional fi nance, loan syndication services are offered to clients 
who require credit facilities which go beyond what can be provided 
by a single institution. There are a number of roles in the syndication 
process, each with a different level of involvement. The bank taking on 
the majority of the work, and often the largest stake in the transaction, 
is the lead arranger or book runner whose role encompasses the 
following:

• Negotiation and preparation of the term sheet, documents and 
information memorandum.

• Interaction with potential interested parties throughout the 
syndication process.

• Resolution of issues related to closing and funding.
• Ongoing assistance with potential waiver and amendment 

requests that occur after the initial loan closing.

The main reason for banks to join a syndicate is risk mitigation, which 
is achieved by the fact that the banks in the syndicate share the risk 
of large, indivisible investment projects. Similar to conventional banks, 
Islamic banks participate in syndicated transactions, and do so for the 
same reasons which are summarized below:

Diversifi cation of exposures. By participating in syndications, a 
bank can diversify its investments and avoid excessive single-name 
exposure. In addition, it can be applied when a bank is looking to 
reduce some of its exposure in order to take on new business or to 
facilitate a strategic redirection.

Diversifi cation of income. Different types of fees such as agency 
and underwriting fees apply which not only enhance the return on a 
transaction but also result in a diversifi cation of the fee income of the 
participants.

Relationship management with clients and other banks. The lead 
arranger maintains a close relationship with the client and has a 
strong view on other fi nancial requirements. From the lead arranger’s 
perspective, it is important to maintain this relationship. For other 
members in the syndicate, it could be important to be affi liated with 
either the client or the lead arranger for future business, or from a 
reputational perspective. Additional fi nancial opportunities may arise 
between the banks.

Flexibility. Syndication conditions are generally highly negotiable. 
Underlying assets, collateral, documentation and repayment structures 
can all be adapted to the specifi c requirements of the transaction. In 
addition, the amount of fi nancing that can be raised is fl exible and not 
solely dependent on the credit appetite of an individual institution.

Market entry. Syndication provides an easy entry into a particular 
market for debut borrowers who can benefi t from the knowledge and 
expertise of the lead arranger and other parties in the syndicate.

Comparative advantages. Each member in the syndicate brings 
different advantages to the table in terms of fi nancing. In addition, the 
book runner typically has much greater insight into market conditions 
and pricing affecting the client which other participants benefi t from.

Reputation. A well-run syndication can raise a bank’s profi le 
signifi cantly, resulting in further business opportunities.

The syndication process itself is in all respects similar to the 
conventional bank syndication process, with the sole exception that 
the underlying transactions have to be Shariah compliant. In summary, 
the syndication process can generally be described along the following 
three phases:

• Pre Mandate. During this phase, the borrower approaches 
different institutions to provide an offer to arrange and manage 
the syndication.

• Post Mandate. The arranger and the borrower prepare an 
information memorandum which contains an overview of 
the facility, sector, creditworthiness of the borrower and key 
transaction details.

• Post Completion. The transaction is now active, becomes oper-
ational and is binding on both the syndicate and the borrower.

The requirement for increased complexity
On a fairly regular basis, some market participants call for more 
complex structures. Although it is not necessarily clear what drives 
these declarations, they are typically issued by the Islamic windows of 
conventional banks that see it as a way to enhance competition with 
the conventional banking offerings. Although there is certainly a lack 
of depth in the current product offering, increased complexity typically 
leads to a reduction in transparency and understanding. In itself this 
is against the principles of Shariah.

Conclusion
Within Islamic fi nance, two main types of structured fi nance solutions 
are available — securitization via the issuance of Sukuk, and syndication 
of transactions. Whether increasingly complex structures are required 
is an issue open to debate. However, given the confusion caused by 
the increasingly complex product structures in conventional fi nance, it 
seems that increased complexity may not be the right way forward.

Dr Natalie Schoon is the head of product development at the Bank 
of London and the Middle East. However, this article represents her 
personal views and not necessarily those of BLME.

“A well-run syndication can raise 
a bank’s profi le signifi cantly, 
resulting in further business 
opportunities”



www.islamicfi nancenews.com
MARKET REPORT

Page 15© 25th September 2009

Ramadan did not deter Islamic investors from buying stocks. In 
fact, during the spiritual month of fasting and refl ecting, exchanges 
in Islamic countries were positively affected by the bullish mood of 
western and Asian markets, and gained value. The top gainers of the 
month, however, were not Middle Eastern but Far Eastern indices. 
Something like 99% of the stocks in these indices that are Shariah 
compliant are based in non-Muslim countries.

China, celebrating its 60th anniversary on the 1st October, led the 
Dow Jones Islamic Market (DJIM) Index family. The DJIM Index China 
Offshore Index posted the largest advance (as of the close of trading 
on the 22nd September), closing 15.34% higher at 2,527.34 points.

It was followed by the DJIM South Korea Index, up 14.01% at 762.56 
points, and the DJIM BRIC (Brazil, Russia, India and China) Index 
advancing by 12.77%, closing at 1,815.41 points. 

The latter gauge outperformed its conventional counterpart, the Dow 
Jones BRIC 50 Index, by 1.03%. All DJIM country indexes gained value 
during the month, with the exception of the DJIM Philippines which 
was down -3%.

China, with its enormous economy and equally massive hunger for 
resources, is regarded as the driving force that will end the global 
fi nancial crisis. The indicators are encouraging. According to the Asian 
Development Bank (ADB), China’s economic recovery is stronger than 
expected, leading ADB to raise its forecast for China’s economic growth 
in 2009 to 8.2% from its previous forecast of 7% in March.

But the country’s bank regulator warned domestic banks to improve 
their risk management due to a surge in new loans in the fi rst eight 
months which reached about 8.15 trillion yuan (US$1.19 trillion), 
which exceeds the 4.91 trillion yuan (US$0.7191 trillion) credit volume 
for the whole of last year. Economists are worried: will the “Empire 
of the Center” be able to prevent its economy from a US-style credit 
bubble?

The restrictions in Islamic fi nance reduce the Dow Jones Islamic 
sector universe to 10 indexes with permissible shares. The DJIM Basic 
Materials Index topped the charts in September by surging 10.62%, 
closing at 2,235.85 points. It was followed by the DJIM Oil & Gas Index, 
which added 8.35% and fi nished at 3,378.92 points.

Price hikes in the commodity sector also confi rm an increase in global 
consumption and trade. Stock markets in the Arabian Gulf region, 
however, did not really benefi t from the spike in oil prices which 
remained around US$70 per barrel despite rising trading volumes 

during Ramadan.
The DJIM Kuwait Index underperformed, ending at 1,063.44 points (up 
0.87%) as did the DJIM GCC Index (2.38% higher at 1,473.51 points). 
To use a sports metaphor, western markets landed in the midfi eld, 
with the DJIM US Titans Index closing at 2,012.86 points (2.89% 
higher) and the DJIM Europe Titans 25 Index fi nishing at 2,066.95 
points (gaining 6.67%).

On a year-to-date basis, the DJIM Indonesia Index was the top performer 
with a profi t of 128.06%.

While stocks gained attraction, Sukuk became less favorable, as 
evidenced by the Dow Jones Citigroup Sukuk Index (gaining only 0.59%, 
closing at 116.9 points). This gauge, which was launched in March 
2006, measures the performance of currently 10 dollar-denominated 
Sukuk-rated issues that are investment grade, for example the Dubai 
Ports World Sukuk, issued by the world’s fourth largest port operator.

Meanwhile, Islamic fi nance is expanding into new frontiers. Kuveyt 
Türk, a subsidiary of the second biggest Islamic bank Kuwait Finance 
House, announced in mid-September that it will establish retail 
banking branches in Germany to tap into that country’s large Turkish 
population.

Bahrain-based Al Baraka Banking Group, founded in 1978 and 
regarded as one of the oldest Islamic fi nancial institutions, will expand 
to Syria — which is very slowly liberalizing parts of its economy — before 
the end of the year. Al Hilal Bank from Abu Dhabi aims to tap the newly-
established Shariah fi nance industry in Kazakhstan, where half of the 
six million inhabitants are Muslims.

Dow Jones Islamic Market Indexes in September:
Celebrating China … But With Care!

By Gérard Al-Fil

Some argue that numerous products available in the Islamic space are cloaked as being Shariah compliant. 
Should the industry demand Shariah-based products? Discuss.

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, 30th September 2009.

Next Forum Question

Gérard Al-Fil reports extensively from the UAE, Kuwait, Bahrain, Qatar, 
Oman, Turkey and Iran. He can be contacted at alfi l27@msn.com

“On a year-to-date basis, the 
DJIM Indonesia Index was the 
top performer with a profi t of 
128.06%.”
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Dow Jones Islamic Market Indexes in September: Celebrating China … But With Care! (continued)

Based on the close of trading on the 22nd September, the global 
Dow Jones Islamic Market (DJIM) Titans 100 Index, which measures 
the performance of 100 of the leading Shariah compliant stocks 
globally, gained 4.25% month-to-date, closing at 2011.06. In 
comparison, the Dow Jones Global Titans 50 Index, which measures 
the 50 biggest companies worldwide, posted a gain of 4.80%, 
closing at 167.25.

The DJIM Asia/Pacifi c Titans 25 Index, which measures the 
performance of 25 of the leading Shariah compliant stocks in the 
Asia/Pacifi c region, increased 6.49%, closing at 1813.40. The Dow 
Jones Asian Titans 50 Index, in comparison, posted a gain of 4.66%, 
closing at 133.06.

The DJIM Europe Titans 25 Index, which measures the performance 
of the 25 of the leading Shariah compliant stocks in Europe, closed 
at 2066.95, a gain of 6.67%, while the pan-European blue chip Dow 
Jones STOXX 50 Index gained 6.11%, closing at 2731.15.

The DJIM US Titans 50 Index increased by 2.89%, closing at 
2012.86. The US blue chip Dow Jones Industrial Average increased 
3.51%, closing at 9829.87.

Middle East and GCC Regions
In September, the Dow Jones DFM Titans 10 Index, measuring 
the 10 largest and most liquid stocks listed on the Dubai Financial 
Market, closed at 2703.70. It was a gain of 9.45% month-to-date.

The DJIM Kuwait Index posted a gain of 0.87%, closing at 1063.44. 
Its conventional counterpart index, the Dow Jones Kuwait Composite 
Index, was down, closing at 244.87. It represents a loss of -2.95%.

The DJIM Turkey Index closed at 2955.40, a performance of 4.46% 
month-to-date, while the Dow Jones Turkey Total Stock Market Index 
closed at 1065.75, a gain of 2.69%.

Measuring the performance of Shariah compliant stocks of fi ve of 
the Gulf Cooperation Council (GCC) member states, the DJIM GCC 
Index closed at 1473.51, a gain of 2.38%. The conventional Dow 
Jones GCC Index was up 2.02%, closing at 1520.71.

Other Markets and Asset Classes
The DJIM BRIC Equal Weighted Index increased 12.77%. It had a 
closing value of 1815.41. By comparison, the Dow Jones BRIC 50 
Index closed at 555.96, a gain of 11.75%.

The Dow Jones Citigroup Sukuk Index, which measures the 
performance of global bonds complying with Islamic investment 
guidelines, increased 0.59%, closing at 116.90.

The DJIM Sustainability Index, which measures sustainable 
practice business of companies respecting the Shariah laws, 
increased 5.69%, closing at 2272.13. The conventional Dow Jones 
Sustainability Index gained 5.97% with a closing value of 989.01.

Global September 2009 Industries Winners and 
Losers
The three best performing DJIM Industry Indexes were Basic 
Materials, Oil & Gas and Industrials with performances of 10.62%, 
8.35% and 7.41%, respectively. The DJIM Health Care, DJIM 
Consumer Services and DJIM Telecommunications indexes were 
the three worst performing industry indexes with performances of 
2.89%, 3.47% and 3.89%, respectively.

Asia: Performance of Dow Jones Islamic Market versus Conventional Dow Jones Indexes

Dow Jones Islamic Market Indexes Conventional Dow Jones Indexes

Index Names Index Close May 2009 MTD 2009 MTD 2009 Index Close May 2009 Index Names

DJIM Asia/Pacifi c Index 1252.77 6.42% 3.78% 121.27 DJ Asia/Pacifi c Index

DJIM China Offshore Index 2527.34 15.34% 9.48% 4009.44 DJ China Offshore 50 Index

DJIM Hong Kong Index 1251.18 6.55% 7.71% 389.83 DJ Hong Kong Index

DJIM India Index 1521.08 7.73% 8.51% 1636.17 DJ India Total Stock Market Index

DJIM Indonesia Index 1171.47 9.27% 9.90% 146.17 DJ Indonesia Index

DJIM Japan Index 1021.10 2.14% -0.96% 84.72 DJ Japan Index

DJIM Malaysia Index 1287.27 3.98% 5.22% 178.30 DJ Malaysia Index

Dow Jones-JS Pakistan Islamic Index 10579.95 8.76% 9.01% 617.33 DJ Pakistan Total Stock Market Index

DJIM Philippines Index 1360.50 -3.00% -1.26% 148.38 DJ Philippines Index

DJIM Singapore Index 1006.86 5.90% 6.17% 245.26 DJ Singapore Index

DJIM South Korea Index 762.56 14.01% 12.75% 233.28 DJ South Korea Index

DJIM Amana Sri Lanka Index 1256.73 10.01% 15.48% 188.06 DJ Sri Lanka Index

DJIM Taiwan Index 4033.72 10.12% 11.16% 143.33 DJ Taiwan Index

DJIM Thailand Index 1444.46 11.93 12.39% 94.84 DJ Thailand Index

Islamic Market’s Measure: September 2009
Monthly report on the performance of the Dow Jones Islamic Market Indexes
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Real estate equity funds, unlike structured funds, appear less 
rewarding, especially when the underlying portfolio does not include 
a sizeable portion of fi xed income producing assets or instruments 
such as Sukuk or investment units. The equity funds, however, are 
certainly free of various structural as well as conceptual complications 
that particularly affect real estate funds with underlying fi xed assets.

The income projection of an equity fund is largely founded on the 
average past performance of the indices or stocks that would comprise 
the portfolio of the fund which on the whole depends on market 
conditions, therefore increasing the level of investors’ skepticism.

However, each class of funds has an intrinsic value from Shariah as 
well as commercial perspectives. Since this section’s mandate is to 
highlight those Shariah issues that may affect the setting up and 
operation of an equity fund, this article focuses on some issues in 
real estate equity funds that go to the root of the very objective of real 
estate equity funds.

Real estate equity funds are generally structured on an agency or 
Mudarabah basis. The fund manager acts as investment agent for 
and on behalf of the investors. The appointment of the investment 
agent is usually pursuant to an agreement between the trustee and 
the investment agent.

Accordingly, the appointment of the trustee should take place at the 
very inception of the fund. An investor ratifi es the appointment of the 
trustee and the investment agent through the subscription agreement. 
A unit in a fund represents an undivided benefi cial ownership in the 
assets that constitute the portfolio.

Unlike Mudarabah, investment agency structure allows the investment 
agent to get a fi xed fee for the agency services in addition to the cost 
and expense incurred by the investment agent. In Mudarabah, the 
Mudarib does not enjoy such benefi ts and in case of loss the Mudarib 
will not be entitled to any profi t except direct cost and expense of the 
Mudarabah and that entitlement too depends on whether the loss was 
due to Mudarib’s transgression or otherwise.

Another important issue that needs consideration is the form of the 
investment agency agreement for equity funds. Generally, investment 
managers seem satisfi ed with a conventional asset management 
agreement (with minor modifi cations to give it a Shariah appearance), 
keeping in view the desire of both an investor and an asset manager, 
who want their relationship to be that of an independent service 
provider and a recipient of certain services, thus specifi cally excluding 
essential agency features from the agreement.

It is, therefore, important that the investment agency agreement 
pursuant to which a real estate equity fund is established should be 
fully Shariah compliant and free of all customary provisions that are 
inconsistent with the principles of Shariah.

For commercial reasons, it is necessary that both the trustee and 
investment agent should be independent of the institution that initiates 
the establishment of a fund. If this is not possible, the investment agent 
should at least declare trust on the assets in favor of the investors and 

maintain separate accounts, and appoint an independent custodian 
who should hold the assets (constituting the portfolio) for the trustee 
(if the trustee is a shell company).

The investment agent is under an obligation to ensure that the 
assets that constitute the portfolio of the funds have been selected 
strictly in accordance with the Shariah parameters, and an adequate 
arrangement should be in place throughout the term of the fund to 
monitor and ensure that the assets in the portfolio comply (individually 
as well collectively) with the recognized Shariah parameters.

Some Shariah scholars seem to have further elaborated on the 
criteria used by the Dow Jones Islamic Market Indexes (DJIM) and the 
Accounting and Auditing Organization for Islamic Financial Institutions, 
for example, defi ning the total income of the company as earnings 
before interest, taxation, depreciation and amortization (EBITA).

This for the purpose of satisfying the condition that the total income 
from interest and other non-Shariah compliant activities — including the 
dividend income from non-Shariah compliant investment or prohibited 
part of the dividend if it is a Shariah compliant company — must not 
exceed 5% of the total income of the company. This appears to limit the 
application of the criteria, more particularly the Shariah standards.

Furthermore, the condition that the company should not have preferred 
shares or different classes of shares with different monetary rights 
and preference in insolvency seems to add another criterion to the 
existing list. It is clear that dealing in preferred shares (such as the 
share having preferential monetary rights and preference in payment 
in the event of insolvency of the company) is prohibited.

But can we say that the ordinary shares of such a company (provided 
that the company fulfi lls other Shariah parameters) would be eligible 
to be included in the portfolio of Shariah compliant equity fund? The 
answer would be no, because a company with preferred shares is not 
Shariah compliant since such a preferential treatment violates the 
Shariah precepts relating to Musharakah.

Since DJIM criteria apply to listed stocks and companies, for unlisted 
companies, total assets should be taken into account for the purposes 
of calculating the:

• Total debts (or total interest bearing debts of the company).
• Interest bearing lending of the company.
• Cash, trade receivables and investments (securities).

Shariah scholars appear to suggest a stricter criterion for all listed and 
unlisted companies by reducing the DJIM upper limit of 33% to 30% in 
addition to expanding, or elaborating, on the DJIM criteria as explained 
above. This symbolizes a steady move towards curtailing the relaxation 
(initially allowed by Shariah scholars to enable Muslims to benefi t 
from the existing fi nancial markets and investment opportunities) in 
the wake of growth, popularity and availability of Shariah compliant 
investment activities in certain countries.

Fixing a return on a portfolio-linked certifi cate is a real challenge for the 
investment agent. An exercise price under the promise to purchase (in 

Real Property Investments
By Mian Muhammad Nazir

continued...
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Real Property Investments (continued)

the event of default or at maturity) may be linked to the performance 
of an agreed index. But a return on a certifi cate cannot be linked to 
the performance of an index other than the index that comprises the 
portfolio.

Calculating a profi t on the basis of the performance of an index, or the 
index that comprises the portfolio, without actual sale of the assets in 
the portfolio in order to catch the increase in the market value of the 
relevant assets will not bring in any profi t, and thus may not be Shariah 
compliant.

However, the increase in the market value of the assets in the portfolio 
or overall performance of the index which comprises the portfolio or 
part of it will certainly be relevant for calculating the net asset value of 
the portfolio for the purpose of, inter alia, redemption and sale in the 
secondary market.

Permissibility of the profi t solely depends on the trading activities, that 
is, the return through the sale and purchase of the underlying assets 
on an ongoing basis or dividends earned on the underlying assets. The 
fund documentation (including Shariah pronouncement) should clearly 
spell out the techniques to be employed by the fund (or investment 
agent) to make profi t as a trivial lapse in this regard may vitiate the 
entire fund structure from a Shariah compliant perspective.

The investment agent usually relies on the sale of some of the assets 
at an agreed price (generally defi ned as cost plus performance of an 
index chosen by the parties at the time of issuance of the promise 
to purchase) pursuant to the promise to purchase or increase in the 
market value of the assets from time to time.

If the market value of assets is less than the price set out in the promise 
to purchase, the trustee will exercise its right under the promise to 
purchase at the agreed price, thereby achieving a comfort in terms of 
investment protection in addition to the return on the investment.

The investors may also like to have a promise to purchase from the 
investment agent or a third party under which the investment agent or 
the issuer of the promise (in its independent capacity) undertakes to 
purchase the certifi cates or the assets at cost plus an agreed index if 
a defi ned event of default occurs under the fund documents.

In the former case the promise to purchase must come from an 
independent entity (such as with no ownership connection with the 
investment agent). The promise to purchase from the investment 
agent in the latter case appears permissible on the analogy that the 
investment agent is undertaking to indemnify the investor against the 
loss that the investor may have incurred because of its transgression 
or occurrence of a defi ned event of default due to the investment 
agent’s involvement.

For the validity of such a structure, it is necessary that no promise to 
sell is issued by a trustee or any other person on behalf of the investors 
in favor of the investment agent or the person who issues a promise to 
purchase as it would undoubtedly lead to a forward sale.

The methodology explained in the previous paragraph on capital protec-
tion is apparently starting to gain popularity in the industry. At least two 
international banks have started marketing equity based investment 
certifi cates with capital protection based on the Waad structure.

Care must be taken to ensure that the elimination, or mitigation, of 
investment risks in order to achieve the capital protection is through 
Shariah compliant methods. Otherwise the transaction would be 
construed to be a prohibited transaction under Shariah.

The capital protection methodology may operate to limit the discretions 
of the investment agent but logically, the restrictions come into 
operation if the market value of the assets falls below the cost or cost 
plus an agreed index, or a default or an investment agent transgression 
has occurred. For the effectiveness of the promise to purchase and to 
ensure transparency, it is necessary that the powers to exercise the 
right should be vested in an independent entity such as the clearing 
house or the administrator of the fund (if any).

Conclusion
All real estate investment trusts can be based on one or more of the 
above structures, but Musharakah (an incorporated entity) is more 
suitable because it operates on widely established modern companies’ 
principles compared to other Shariah structures (more particularly 
Wakalah and Mudarabah).

The trust element is a value addition to the Musharakah which, in 
addition to various regulatory benefi ts, ensures extra protection 
to the investors in terms of the managers’ obligation and duties to 
the investors under the law (including trust law) of its jurisdiction of 
incorporation of the Musharakah as well as Shariah principles.

This is an extract from a book titled The Chancellor Guide to the Legal 
and Shari’a Aspects of Islamic Finance edited by Humayon A Dar and 
Umar F Moghul, reproduced with the permission of Chancellor Publi-
cations. For more information, visit www.chancellorpublications.com
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Islamic Finance news talks to leading players in the industry

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

I have about 27 years of working experience in the fi nancial sector, 20 
of which were spent with Maybank. In 1995, I was posted to Hong Kong 
as the country manager of the Maybank branch there. Later I was the 
head of Maybank’s credit card center. In 2002, I moved to Hong Leong 
Bank as general manager of consumer branch banking. I then became 
president of MBF Cards (Malaysia). FWU Malaysia, incorporated in 
February 2007, is where I now serve as managing director.

What does your role involve?
My role involves managing the overall operations of FWU Malaysia, which 
is also the regional headquarters for our business interests in the Far East. 
In short, my main mandate is to ensure that the smart tripartite business 
partnership delivers the desired synergistic results to all stakeholders. 
As a branch of a foreign fi nancial services company (FWU Group is 
headquartered in Munich, Germany) operating in Malaysia, my role also 
involves working closely with the regulators like Bank Negara Malaysia 
(BNM) and Securities Commission (SC) to ensure that we are always in 
compliance with the local regulations and guidelines.

What is your greatest achievement to date?

I would have to say the setting up of the FWU regional offi ce and 
obtaining all the necessary licenses within just six months. We have 
also achieved the Multimedia Super Corridor (MSC) company status 
and are able to enjoy various fi nancial benefi ts and fl exibility in our 
operations. The other achievement would be obtaining our investment 
advisory license from the SC and the approval from BNM to allow our 
partner, Takaful Ikhlas, to outsource part of its sales operations.

Which of your products/services deliver the best 
results?

Our Internet-based point of sale and administration system, FILOS (FWU 
Internet-based Life Offi ce System), made available to both the bank’s 
distribution partner and the Takaful operator. This system facilitates 
sales, making it convenient for the customer and hassle-free for the 
sales people. The system covers the process from A to Z. Our claim to 
delivering results can be backed by performance track records. Within 
just fi ve months, we recorded over 5,000 policies with over RM20 mil-
lion (US$5.7 million) contributions collected. In July 2009 we recorded 

the highest number of policies signed within a month — 1,626 policies. 
An overwhelming 73% of the participants were non-Muslims. This has 
proven that our product can be easily marketed in volume and is well-
accepted by both Muslim and non-Muslim customers.

What are the strengths of your business?

At FWU, we emphasize on product innovation, being quick-to-market 
and our ability to react to our customers’ ever-changing demands. One 
of our biggest strengths is that we strongly leverage on our IT systems, 
making all operational processes seamless and paperless. From the 
point of sale until the back offi ce operations, the entire process has 
been automated. Our on-the-spot underwriting system allows custom-
ers to receive their insurance certifi cates immediately. The other signif-
icant strength of our business is our strong belief in having long-term 
strategic alliances with our institutional partners that leverage on each 
other’s core competencies to achieve synergistic benefi ts.

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

Our business model, which specializes in developing and customizing 
“white label” investment-linked Takaful products, would have to be 
the driving factor behind our success. We leverage on creating smart 
tripartite partnerships: between FWU, the Takaful operator and the 
bank. In these partnerships, FWU wears four hats — as the product 
developer, systems provider, distribution support and investment 
advisor. Besides the continuous support of the regulators (BNM and 
SC), we are also lucky to have a team of talented and dedicated staff 
whose hard work and commitment continue to propel FWU forward.

What are the challenges faced in running your 
business today?

The biggest challenge would have to be catering to the ever-changing 
demands of our customers and the fast growing Takaful landscape. 
Another challenge is in competing for the sales peoples’ attention, as 
they have a wide range of other retail banking products to market. 
Positioning our product in a prominent space on the bank’s retail shelf 
is a challenging but rewarding task.

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

I believe the growth potential of the Islamic fi nance industry is incredibly 
great and that with time, it will only strengthen its position as a globally 
accepted alternative fi nancial system.

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

Only one: a more standardized interpretation of the Shariah principles. 
There are varying interpretations of the Shariah principles in different 
jurisdictions. Having a more standardized interpretation would help to 
eliminate a lot of confusion for not only the industry practitioners but 
also the consumers, especially among the non-Muslims.

Name:

Position:

Company:

Based:

Age:

Nationality:

Huan Woon Han

Managing director

FWU Malaysia

Malaysia

51

Malaysian
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Islamic Development Bank’s Sukuk

For more termsheets, visit www.islamicfinancenews.com

ISSUER: 
IDB Trust Services, incorporated in Jersey, which raises funds for the Islamic Development Bank (IDB). 
IDB aims to foster the economic development and social progress of its 56 member countries and Muslim 
communities in accordance with the principles of Shariah

FACILITY: US$850 million Sukuk under a US$1.5 billion Trust Certifi cate Issuance Program

INSTRUMENT: Sukuk Al-Wakala Bel-Istithmar

ISSUE DATE: 16th September 2009

MATURITY DATE: 16th September 2014

TENOR: Five years

LEAD ARRANGERS: HSBC, Deutsche Bank and BNP Paribas

CO-ARRANGERS: CIMB and Brunei Islamic Bank

UTILIZATION OF 
PROCEEDS: 

Purchase a portfolio of Sukuk assets comprising Ijarah assets, Murabahah contracts, Istisna contracts and 
IDB’s investments in equity and Sukuk certifi cates

SUBSCRIPTION: Oversubscribed 2.4 times with 90 orders

ROADSHOW: Roadshow covering member countries Saudi Arabia, Malaysia, Brunei and the UAE and non-member countries 
Singapore, Switzerland and the UK

INVESTORS: 

In terms of the geographic split: 

By region of origin: Percentage (%)

Asian 37%

European 24%

GCC region 37%

Others 2%

RATING: ‘AAA’ by Standard & Poor’s and ‘Aaa’ Moody’s

ISSUE PRICE: The fi ve-year fi xed Sukuk was priced at 77bps over US Treasuries
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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

Terengganu Investment 
Authority

US$1.42 Islamic medium-term notes

Berlian Laju Tanker US$48.12 Sukuk Ijarah

Dubai Department of 
Finance

US$10 billion Sukuk

Sakana Holistic Housing 
Solutions

US$50 Sukuk

Dar-Al Dhabi Holding US$346.4 Sukuk

Indonesia US$490.67 Sukuk

Saudi Electricity US$1.3 billion 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$750 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

For more details and the full list of deals visit 

www.islamicfi nancenews.com

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

Sharpe ratio for ALL funds (as of the 23rd September 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 IPB Syariah Kresna Graha Sekurindo  19.31 Indonesia

2 Syariah Fortis Pesona Amanah Fortis Investments  18.64 Indonesia

3 Manulife Dana Ekuitas Syariah Manulife Aset Management Indonesia  18.45 Indonesia

4 Mandiri Investa Atraktif - Syariah (Mitra Syariah) Mandiri Manajemen Investasi  17.31 Indonesia

5 TRIM Syariah Saham Trimegah Securities  14.57 Indonesia

6 Mandiri Investa Syariah Berimbang Mandiri Manajemen Investasi  14.13 Indonesia

7 TRIM Syariah Berimbang Trimegah Securities  13.98 Indonesia

8 CIMB Islamic Asia Pacifi c Equity UOB Asset Management  13.54 Malaysia

9 MAAKL Shariah Asia-Pacifi c MAAKL Mutual  13.50 Malaysia

10
HSBC-Link Ethical Asia Equity (Formerly Takaful 
Asia Pacifi c)

HSBC Insurance Singapore  12.77 Singapore

Eurekahedge Emerging Markets Islamic Fund Index* 3.48

Eurekahedge Asia Pacifi c Islamic Fund Index

YTD returns for ALL funds (as of the 23rd September 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Al Madar US Index Almadar Finance & Investment  8.92 Bahrain

2 Oasis Crescent Global Equity Oasis Global Management Company (Ireland)  8.73 Ireland

3 Al Rajhi European Equity HSBC  8.43 Saudi Arabia

4 Al Dar World Equities Pictet Asset Management UK  7.78 Luxembourg

5 EasyETF DJ Islamic Market Titans 100 BNP Paribas Asset Management  7.47 France

6 Oasis Crescent Global Property Equity Oasis Global Management Company (Ireland)  7.39 Ireland

7 The Iman Allied Asset Advisors  7.24 US

8 iShares MSCI USA Islamic Barclays Global Investors Ireland  7.17 Ireland

9 SGAM Index S&P Europe 350 Shariah SGAM Luxembourg  6.85 Luxembourg

10 AlAhli Islamic US Equitybuilder Certifi cates The National Commercial Bank  6.79 Germany

Eurekahedge Developed Markets Islamic Fund Index* 5.35
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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 23/09/09 Aug-09   July-09 June-09  May-09  Apr-09 Mar-09

SPSHX S&P 500 Shariah 945.041 913.542 899.016 842.797 836.573 799.755 752.048

SPSHEU S&P Europe 350 Shariah 1164.836 1058.270 977.823 995.630 894.958 843.893 793.619

SPSHJU S&P Japan 500 Shariah 996.042 996.042 959.584 908.760 878.263 826.363 755.552

Index Code Index Name 23/09/09 Aug-09  July-09 June-09 May-09   Apr-09   Mar-09

SPSHAS S&P Pan Asia Shariah 921.365 846.106 867.704 780.340 797.647 708.922 624.982

SPSHG S&P GCC Composite Shariah 709.603 669.202 654.208 671.614 599.648 519.529 481.323

SPSHPA S&P Pan Arab Shariah 121.827 118.463 115.322 112.643 113.860 102.133 89.561

SPSHBR S&P BRIC Shariah 1084.063 973.014 996.242 924.814 978.497 807.592 694.799

Index Code Index Name 23/09/09 Aug-09  July-09 June-09 May-09 Apr-09   Mar-09

SPSHGU S&P Global Property Shariah 654.048 625.881 641.907 592.683 586.922 506.477 434.684

SPSHIF S&P Global Infrastructure Shariah 98.079 82.238 80.488 75.034 75.918 66.983 62.583
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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 2413 14942.62 11722.19 4.86 0.98 331.60 0.00 2.83 0.00

DJIM US 622 6505.62 6078.31 9.77 2.38 331.60 0.13 5.46 0.00

DJIM Titans 100 100 6609.4 5904.12 59.04 41.34 331.60 13.11 5.62 0.22

DJIM Asia/Pacifi c Titans 25 25 1018.32 683.12 27.32 20.95 71.11 13.11 10.41 1.92

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

Data as of the 23rd September 2009

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -0.31 2.60 7.22 5.00 14.64 32.42 -4.27 26.53

DJIM US -0.78 1.94 5.64 2.76 12.24 23.40 -7.27 17.95

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 -0.26 1.76 5.22 3.32 11.94 24.83 -5.34 14.69

DJIM Asia/Pacifi c Titans 25 0.91 3.72 6.96 6.44 19.42 39.55 2.38 30.78

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                                                                                                                                                                         SEP 2008 – SEP 2009

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

1 Saudi Electricity Saudi Arabia Sukuk 1,867 1 14.2 HSBC, Samba Financial Group

2 Petronas Global Sukuk Malaysia Ijarah 1,498 1 11.4 Morgan Stanley, CIMB, Citigroup

3
Terengganu Investment 
Authority

Malaysia Murabahah 1,422 1 10.8 AmInvestment

4 Islamic Development Bank Saudi Arabia Sukuk Wakalah 850 1 6.5 BNP Paribas, CIMB, Deutsche Bank, HSBC

5 Kingdom of Bahrain Bahrain Sukuk Ijarah 750 1 5.7 Deutsche Bank, HSBC, Calyon

6 Republic of Indonesia Indonesia Sukuk Ijarah 650 1 4.9
Standard Chartered, HSBC, Barclays 
Capital, (Persero) Danareksa, Trimegah 
Securities, Bank Mandiri

7 Cagamas Malaysia Murabahah MTN 647 5 4.9
Standard Chartered, AmInvestment, 
Maybank Investment Bank, HSBC, CIMB, 
RHB Capital

8 Khazanah Nasional Malaysia Sukuk Musharakah 601 3 4.6
CIMB, AmInvestment, Maybank Investment 
Bank

9 Syarikat Prasarana Negara Malaysia Ijarah MTN 573 1 4.3 CIMB, Maybank Investment Bank

10 Danga Capital Malaysia Sukuk Musharakah 444 1 3.4 CIMB, AmInvestment

11 Islamic Republic of Pakistan Pakistan Sukuk 441 3 3.4
Standard Chartered, Dubai Islamic Bank 
Pakistan

12 Penerbangan Malaysia Malaysia Murabahah MTN 411 1 3.1 HSBC, CIMB, AmInvestment

13 MISC Malaysia Murabahah MTN 368 2 2.8 HSBC, CIMB, AmInvestment

14 RIM City Malaysia Bai Bithaman Ajil MTN 277 2 2.1 CIMB

15 Seafi eld Capital Malaysia Sukuk Musharakah 269 1 2.0 CIMB

16 Saudi Hollandi Bank Saudi Arabia Sukuk 207 1 1.6 Saudi Hollandi Bank

17
Dar Arkan Real Estate 
Development Company

Saudi Arabia Sukuk Ijarah 200 1 1.5 HSBC, Samba Financial Group

18 Projek Lintasan Shah Alam Malaysia Murabahah MTN 174 4 1.3 RHB Capital

19 PLUS SPV Malaysia Sukuk Musharakah 151 1 1.2 BIMB Holdings, CIMB

20
Jimah Energy Ventures 
Holdings 

Malaysia Istisna MTN 149 2 1.1
AmMerchant Bank, Bank Muamalat 
Malaysia, RHB Investment Bank, MIMB 
Investment Bank

Total 13,178 67 100.0
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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                                                                                                                                                                        JUNE 2009 – SEP 2009

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

1 Saudi Electricity Saudi Arabia Sukuk 1,867 1 31.12 HSBC, Samba Financial Group

2 Petronas Global Sukuk Malaysia Sukuk Ijarah 1,498 1 24.98 Morgan Stanley, CIMB, Citigroup

3 Islamic Development Bank Saudi Arabia Sukuk Wakalah 850 1 14.17
BNP Paribas, CIMB, Deutsche Bank, 
HSBC

4 Syarikat Prasarana Negara Malaysia Ijarah MTN 573 1 9.55 CIMB, Maybank Investment Bank

5 MISC Malaysia Murabahah MTN 368 2 6.13 HSBC, CIMB, AmInvestment

6 Khazanah Nasional Malaysia Sukuk Musharakah 214 1 3.57
CIMB, AmInvestment, Maybank 
Investment Bank

7 Islamic Republic of Pakistan Pakistan Sukuk 174 1 2.91 Standard Chartered

8 UMW Holdings Malaysia Musharakah MTN 141 1 2.35 Maybank Investment Bank

9 Cagamas Malaysia Murabahah MTN 130 1 2.17 HSBC, CIMB, RHB Capital

10 CIMB Islamic Bank Malaysia Sukuk Musharakah 86 1 1.43 Maybank Investment Bank

11 Talam Corporation Malaysia Sukuk 38 1 0.63 RHB Capital

12 Makro Utama Malaysia Sukuk Istisna 28 1 0.47 Kenanga Investment Bank

13 Bakrieland Development Indonesia Sukuk Ijarah 15 1 0.24
Madani Securities, Bahana 
Securities

14 Tanjung Langsat Port Malaysia Sukuk Musharakah 11 1 0.19
Malaysian Industrial Development 
Finance

15 Serrisa Sinar Malaysia Murabahah MTN 3 1 0.05 MIDF Amanah Investment Bank

16 TSH Sukuk Ijarah Malaysia Sukuk Ijarah MTN 3 1 0.05 OSK Asia Securities 

Total 5,998 17 100.00
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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                                 JUNE 2009 – SEP 2009  

Amt US$ m Iss.   %

 US dollar 2,348 2 39.2

 Saudi Arabian riyal 1,867 1 31.1

 Malaysian ringgit 1,594 12 26.6

 Total 5,998 17 100.0

ISLAMIC BONDS BY CURRENCY                                      SEP 2008 – SEP 2009

Amt US$ m Iss. %

 Malaysian ringgit 6,603 53 50.1

 US dollar 3,748 4 28.4

 Saudi Arabian riyal 2,273 3 17.3

 Pakistan rupee 441 3 3.4

 Indonesian rupiah 112 4 0.9

 Total 13,178 67 100.0

ISLAMIC BONDS                                                                SEP 2008 – SEP 2009 

Manager or Group Amt US$ m Iss. %

1 CIMB 3,177 30 24.1

2 HSBC 2,198 14 16.7

3 AmInvestment 2,078 12 15.8

4 Samba Financial Group 1,033 2 7.8

5 Maybank Investment Bank 718 12 5.5

5 Standard Chartered 622 7 4.7

7 Morgan Stanley 499 1 3.8

8 Citigroup 499 1 3.8

9 Deutsche Bank 463 2 3.5

10 RHB Capital 335 9 2.5

11 Calyon 250 1 1.9

12 Barclays Capital 217 1 1.6

13 BNP Paribas 213 1 1.6

14 Saudi Hollandi Bank 207 1 1.6

15 Dubai Islamic Bank Pakistan 133 2 1.0

16 BIMB Holdings 129 3 1.0

17
Malaysian Industrial 
Development Finance

86 6 0.7

18 EON Bank 66 3 0.5

19 Oversea-Chinese Banking 55 1 0.4

20 Bank Muamalat Malaysia 37 2 0.3

Total 13,178 67 100.0

ISLAMIC BONDS BY COUNTRY                                         SEP 2008 – SEP 2009

Amt US$ m Iss. %

 Malaysia 8,101 54 61.5

 Saudi Arabia 3,123 4 23.7

 Indonesia 762 5 5.8

 Bahrain 750 1 5.7

 Pakistan 441 3 3.4

 Total 13,178 67 100.0

ISLAMIC BONDS                                                          JUNE 2009 – SEP 2009

Manager or Group Amt US$ m Iss. %

1 CIMB 1514 8 25.2

2 HSBC 1297 4 21.6

3 Samba Financial Group 933 1 15.6

4 Morgan Stanley 499 1 8.3

4 Citigroup 499 1 8.3

6 Maybank Investment Bank 427 2 7.1

6 Deutsche Bank 213 1 3.5

8 BNP Paribas 213 1 3.5

9 Standard Chartered 174 1 2.9

10 RHB Capital 103 2 1.7

11 AmInvestment 65 1 1.1

12 Kenanga Investment Bank 28 1 0.5

13
Malaysian Industrial 
Development Finance

14 2 0.2

14 Madani Securities 7 1 0.1

15 Bahana Securities 7 1 0.1

16 OSK 3 1 0.1

Total 5,998 17 100.0

ISLAMIC BONDS BY COUNTRY                                    JUNE 2009 – SEP 2009  

Amt US$ m Iss. %

 Malaysia 3,092 13 51.6

 Saudi Arabia 2,717 2 45.3

 Pakistan 174 1 2.9

 Total 5,998 17 100.0
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SUKUK MANAGERS SEP 2008 – SEP 2009 

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  26,429,105,446 181 57.8

2 CIMB  4,522,119,624 129 9.9

3 AMMB Holdings  2,649,795,876 106 5.8

4 HSBC Banking Group  1,792,743,770 43 3.9

5
Malaysian Industrial Development 
Finance

 1,433,511,057 314 3.1

6 Citigroup  1,267,746,162 7 2.8

7 RHB Banking Group  1,260,427,495 58 2.8

8 Morgan Stanley  1,215,000,000 5 2.7

9 Samba Financial Group  933,261,000 1 2.0

10 Malayan Banking  848,957,533 119 1.9

11 Standard Chartered  620,398,282 17 1.4

12 Barclays Bank  435,500,000 3 1.0

13 Cagamas  345,537,496 34 0.8

14 Affi n Holdings  334,343,339 39 0.7

15 OCBC Bank  267,017,996 38 0.6

16 OSK Holdings  220,459,165 26 0.5

17 EON Capital  198,198,251 87 0.4

18 Indonesia (Government)  186,708,865 7 0.4

19 United Overseas Bank  141,219,560 14 0.3

20 Hong Leong Financial Group  85,074,606 8 0.2

SUKUK MANAGERS JUNE 2009 - SEP 2009

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  13,312,299,100 23 61.1

2 CIMB  1,683,206,371 16 7.7

3 Citigroup  1,224,896,320 6 5.6

4 Morgan Stanley  1,215,000,000 5 5.6

5 HSBC Banking Group  1,117,245,621 14 5.1

6 Samba Financial Group  933,261,000 1 4.3

7 RHB Banking Group  750,623,400 7 3.4

8 Malaysian Industrial Development 
Finance

 506,615,604 73 2.3

9 AMMB Holdings  353,330,304 23 1.6

10 Malayan Banking  207,421,819 24 1.0

11 Cagamas  90,274,851 10 0.4

12 EON Capital  76,119,160 25 0.3

13 OSK Holdings  75,020,715 9 0.3

14 Affi n Holdings  74,831,695 4 0.3

15 Standard Chartered  61,388,915 3 0.3

16 Hwang-DBS (Malaysia)  31,283,190 4 0.1

17 OCBC Bank  29,936,788 6 0.1

18 United Overseas Bank  26,228,080 3 0.1

19= Barkun Citra Nusantara  7,356,547 2 0.0

19= Indonesia (Government)  7,356,547 2 0.0

SUKUK ISSUERS SEP 2008 – SEP 2009 

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  8,340,057,582 23 19.5

2 Bank Negara Malaysia  7,949,192,988 140 18.6

3 Bank Indonesia  3,285,927,879 52 7.7

4 Petronas Global Sukuk  3,000,000,000 2 7.0

5 BNM Sukuk  2,815,683,834 12 6.6

6 Saudi Electricity  1,866,522,000 1 4.4

7 Khazanah Nasional  1,700,063,549 5 4.0

8 Terengganu Investment Authority  1,419,647,927 8 3.3

9 Indonesia (Government)  1,300,000,000 2 3.0

10 Cagamas  927,322,675 34 2.2

11 Perusahaan Penerbit SBSN Indonesia  794,953,034 4 1.9

12 Rantau Abang Capital  657,008,461 2 1.5

13 ESSO Malaysia  609,897,044 12 1.4

14 Pakistan (Government)  522,576,464 4 1.2

15 Danga Capital  454,287,337 2 1.1

16 Penerbangan Malaysia  425,894,378 1 1.0

17 Malakoff  340,715,503 2 0.8

18 MISC  283,969,000 3 0.7

19 Seafi eld Capital  269,733,106 9 0.6

20 Plus SPV  211,527,541 6 0.5

SUKUK ISSUERS JUNE 2009 - SEP 2009

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  4,052,849,400 5 26.0

2 Petronas Global Sukuk  3,000,000,000 2 19.2

3 BNM Sukuk  2,702,112,000 11 17.3

4 Saudi Electricity  1,866,522,000 1 12.0

5 Bank Indonesia  878,645,413 14 5.6

6 Khazanah Nasional  706,310,000 2 4.5

7 Bank Negara Malaysia  338,870,800 6 2.2

8 ESSO Malaysia  297,574,500 4 1.9

9 Rantau Abang Capital  287,900,000 1 1.8

10 MISC  283,969,000 3 1.8

11 Cagamas  203,168,170 10 1.3

12 Pakistan (Government)  174,265,020 1 1.1

13 Perusahaan Penerbit SBSN 
Indonesia

 114,730,912 2 0.7

14 Mulpha International  56,631,335 8 0.4

15 Perbadanan Kemajuan Negeri Selangor  42,667,140 4 0.3

16 Hubline  42,462,255 4 0.3

17 Hytex Integrated  35,164,296 19 0.2

18 BMA International Sukuk  34,185,960 3 0.2

19 Oilcorp  34,028,080 4 0.2

20 Tomei Consolidated  33,982,320 4 0.2

(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 THE 23rd SEPTEMBER 2009
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ISLAMIC LOANS RAISED       SEP 2008 – SEP 2009

   Borrower Country Islamic Loan Amount (US$)

1 Rabigh Independent Power 
Project 

Saudi Arabia 1,503,000,000

2 Dubai Electricity & Water 
Authority 

UAE 1,474,000,000

3 Borse Dubai UAE 827,000,000

4 Zain Saudi Arabia 775,000,000

5 Dubai Department of Civil 
Aviation 

UAE 635,000,000

6 Al Ghurair Centre UAE 347,225,701

7 Al Dur Power & Water Bahrain 300,000,000

8 Qatar Real Estate Investment Qatar 275,000,000

9 Dolphin Energy UAE 218,000,000

10 Commercial Real Estate Kuwait 155,000,000

11 Port & Free Zone World UAE 150,027,000

12 Burgan Co for Well Drilling 
Trading & Maintenance 

Kuwait 125,000,000

13 Boyner Holding Turkey 40,000,000

LOAN BOOKRUNNERS                    SEP 2008 – SEP 2009

   Lender
Pro Rata

(US$)
Full Credit 

(US$) Deals
Market 

Share %

1 Standard Chartered 542,112,850.50 1,821,225,701.00 2 14.6

2 Dubai Islamic Bank 495,500,000.00 2,109,000,000.00 2 13.4

3= Calyon Corporate & 
Investment Bank

387,500,000.00 775,000,000.00 1 10.5

3= Al Rajhi Banking & 
Investment

387,500,000.00 775,000,000.00 1 10.5

5= Al Hilal Bank 368,500,000.00 1,474,000,000.00 1 10.0

5= Samba Financial 368,500,000.00 1,474,000,000.00 1 10.0

7 Mashreqbank 173,612,850.50 347,225,701.00 1 4.7

8= Emirates Bank 127,000,000.00 635,000,000.00 1 3.4

8= Industrial & 
Commercial Bank of 
China 

127,000,000.00 635,000,000.00 1 3.4

8= Noor Islamic Bank 127,000,000.00 635,000,000.00 1 3.4

8= WestLB 127,000,000.00 635,000,000.00 1 3.4

12 BNP Paribas 119,166,666.67 280,000,000.00 2 3.2

13 Citigroup 95,013,500.00 190,027,000.00 2 2.6

14 Kuwait Finance 
House 

77,500,000.00 155,000,000.00 1 2.1

15 Deutsche Bank 75,013,500.00 150,027,000.00 1 2.0

16= Liquidity 
Management House 
for Investment 

41,666,666.67 125,000,000.00 1 1.1

16= Gatehouse Bank 41,666,666.67 125,000,000.00 1 1.1

18 HSBC 20,000,000.00 40,000,000.00 1 0.5

(12 Months) (12 Months)

(12 Months)

ALL DATA AS OF THE 23rd SEPTEMBER 2009

LOAN MANDATED LEAD ARRANGERS SEP 2008 – SEP 2009 

Lender  Pro Rata ($)  Full Credit ($)  Deals 
Market 
Share %  

1 Dubai Islamic 
Bank

1,365,903,212.63 3,283,225,701.00 4 20.0

2 Standard 
Chartered

687,864,557.16 3,842,225,701.00 5 10.1

3 Samba Financial 583,214,285.71 2,977,000,000.00 2 8.5

4 Calyon Corporate 
& Investment 
Bank

430,961,344.54 2,796,000,000.00 4 6.3

5 Al Hilal Bank 368,500,000.00 1,474,000,000.00 1 5.4

6 HSBC 289,294,677.87 2,061,000,000.00 4 4.2

7 Emirates Bank 222,069,879.29 1,137,225,701.00 3 3.3

8= Bank of China 214,714,285.71 1,503,000,000.00 1 3.1

8= Alinma Bank 214,714,285.71 1,503,000,000.00 1 3.1

8= National 
Commercial Bank 

214,714,285.71 1,503,000,000.00 1 3.1

11 Al Rajhi Banking & 
Investment 

172,647,058.82 1,075,000,000.00 2 2.5

12= Gulf Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 2.3

12= Standard Bank 
Group 

155,000,000.00 775,000,000.00 1 2.3

12= National Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 2.3

15 WestLB 144,647,058.82 935,000,000.00 2 2.1

16= Qatar National 
Bank

137,500,000.00 275,000,000.00 1 2.0

16= Qatar 
International 
Islamic Bank 

137,500,000.00 275,000,000.00 1 2.0

18= Industrial & 
Commercial Bank 
of China

127,000,000.00 635,000,000.00 1 1.9

18= Noor Islamic Bank 127,000,000.00 635,000,000.00 1 1.9

20 BNP Paribas 94,313,725.49 580,000,000.00 3 1.4

21 Citi 88,346,833.33 190,027,000.00 2 1.3

22 Deutsche Bank 75,013,500.00 150,027,000.00 1 1.1

23= Societe Generale 61,247,058.82 518,000,000.00 2 0.9

23= Arab Bank Group 61,247,058.82 518,000,000.00 2 0.9

25 Mashreqbank 61,050,271.45 647,225,701.00 2 0.9

26 Kuwait Finance 
House 

51,666,666.67 155,000,000.00 1 0.8

27= Abu Dhabi Islamic 
Bank 

43,403,212.63 347,225,701.00 1 0.6

27= Ajman Bank 43,403,212.63 347,225,701.00 1 0.6

27= First Gulf Bank 43,403,212.63 347,225,701.00 1 0.6

27= Arab African 
International Bank 

43,403,212.63 347,225,701.00 1 0.6

31= Ahli United Bank 25,000,000.00 125,000,000.00 1 0.4

31= Liquidity 
Management 
House for 
Investment 

25,000,000.00 125,000,000.00 1 0.4

31= Gatehouse Bank 25,000,000.00 125,000,000.00 1 0.4
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SUKUK BY COUNTRY                                  SEP 2008 – SEP 2009

   Country Volume Issued Volume Outstanding

Malaysia  31,392,692,356  19,821,697,174 

Indonesia  4,224,383,606  1,244,880,641 

Eurobond  2,150,000,000  2,150,000,000 

US  2,150,000,000  2,150,000,000 

Saudi Arabia  2,073,188,667  2,073,188,667 

Pakistan  522,576,464  522,576,464 

Bahrain  265,016,419  73,984,315 

Singapore  67,944,014  67,944,014 

Cayman Islands  -        -       

UAE  -        -       

Jersey  -        -       

LOANS BY COUNTRY                                     SEP 2008 – SEP 2009

 Country Volume (US$) Market Share(%)

UAE 3,651,252,701 53.5

Saudi Arabia 2,278,000,000 33.4

Bahrain 300,000,000 4.4

Kuwait 280,000,000 4.1

Qatar 275,000,000 4.0

SUKUK BY INDUSTRY                                  SEP 2008 – SEP 2009

Industry Volume Issued Volume Outstanding

 Sovereign  21,586,133,793  10,482,325,078 

 Other fi nancial  12,435,837,666  11,046,923,669 

 Agency  2,605,826,824  2,549,040,907 

 Electric power  1,985,214,278  1,959,660,615 

 Manufacturing  1,610,746,816  582,941,693 

 Service company  849,589,676  626,246,452 

 Energy company  761,654,670  138,214,671 

 Transportation  502,388,375  364,682,526 

 Banks  263,452,584  263,452,584 

 Consumer goods  164,604,772  90,783,080 

 Gas distribution  80,352,073  -   

LOANS BY INDUSTRY                                     SEP 2008 – SEP 2009

 Industry Volume (US$) Market Share(%)

Utilities 3,277,000,000 48.0

Financial services 827,000,000 12.1

Telecommunications 775,000,000 11.4

Government 635,000,000 9.3

Real estate 430,000,000 6.3

Retail and supermarkets 387,225,701 5.7

Oil and gas 343,000,000 5.0

Business services 150,027,000 2.2

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

(12 Months) (12 Months)

(12 Months)

(12 Months)

ALL DATA AS OF THE 23th SEPTEMBER 2009
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