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Five times a day, every devout Muslim turns to-
wards Mecca and makes obeisance. But when 
it comes to Islamic fi nance, no one seems to 
know which direction to face. You can look 
east for a more regulated solution, or west for 
a more market-driven one. Which one is bet-
ter? The jury remains out.

One method of determining superiority, which 
has become increasingly popular of late, is 
prising apart the global economic meltdown 
and trying to decide who is to blame, and from 
there, working backwards.

The pro-regulatory oversight guys in the Is-
lamic fi nance sphere blame it on unbridled 
capitalism. If the free marketers hadn’t been 
so greedy, so caught up in making short-term 
profi ts at the expense of long term sustain-
able gains, the market would not have gone to 
hell in a hand basket. Clearly, more regulatory 
oversight is needed.

The pro-market guys raise a cynical eyebrow 
and point out that the whole subprime deba-
cle was a result of a small but little-discussed 
change in regulations in the US — the Com-
munity Reinvestment Act in 1977 — to reduce 
discriminatory practices against low income 
neighborhoods.

Although in the beginning subprime loans 
were only given out within very strict param-
eters, as is the case in most voting economies, 
each successive president, in a bid to secure 
the votes of the underprivileged, relaxed the 
conditions, making it easier and easier for the 
subprime market to gain access to loans. And 
therein lay the problem.

There was so much demand for subprime 
loans (we’re talking about spreads of up to 

6% here), that the mortgage fi nance compa-
nies were unable to meet it. So they opened 
it up to the market in general, came up with 
what is known as collateralized debt obliga-
tions (a commercialized bundle of debt that 
investment banks sell down to an investor’s 
portfolio) and that is how the cookie crumbled 
across boundaries resulting in what has been 
described as everything from a meltdown to 
an earthquake to a cataclysm.

Maybe it’s because of the Asian fi nancial crisis 
in the late 1990s, but Asian countries, espe-
cially those in Southeast Asia, tend to gravitate 
towards a more regulated environment. 

The GCC countries, on the other hand, prefer 
to step high and lively, responding to the mar-
ket demands and coming up with regulations 
after the fact.

Both sides have their point, of course. You can 
blame the capitalists. You can blame the regu-
lators. But it remains true that neither system 
on its own would be the solution for the devel-
opment of Islamic fi nance. 

You need to have both with a modicum of intel-
ligence and fairness thrown in. Over regulate 
and you stifl e growth. Under regulate, and you 
give leeway for the wolves to come in and ex-
ploit it towards their own ends.

As Islamic fi nance creates more linkages be-
tween the two regions, there are bound to be 
sparks as the two ideologies rub up against 
each other, causing friction, but there will also 
be the inevitable synthesis.

And eventually players from both sides of the 
ideological divide will face the same direction, 
neither east nor west, but forward.

Never the Twain
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NEWS
International Finance Corporation  creates 
milestone with US$100 million Sukuk 

Unit of  The World Bank’s plans to lower 
Sukuk cost obscured

MIFC  fi nancial ambassador: Islamic 
fi nance keeps Malaysia afl oat 

Maldives government and  Ridge Solutions 
International to set up Islamic bank

Low interest rate spurs  Cagamas to sell 
more Sukuk

Islamic banking shows only slight growth in 
Pakistan

Online banking through  Dubai Islamic 
Bank Pakistan and TPS deal

Amwal Credit Union  picks AAOIFI-certifi ed 
banking system

Malaysia may help provide Islamic banking 
for Muslims in southern Thailand

Korean government urged to up incentives 
to local investors buying Sukuk

Bank Islam Brunei Darussalam : Sultanate 
sticks to domestic Sukuk market

Brunei suitable to develop asset 
management market

Callataÿ & Wouters  partners with IA Group 
for Islamic banking solution

Malaysia has potential to be center of 
Islamic fi nance technology solutions

Indonesia’s disqualifi ed Sukuk to make a 
comeback in the auction market

Dubai Islamic Bank  pioneers BancaTakaful 
in Pakistan

Caspian International Investment 
Company’s capital increased seven-fold

Gatehouse Bank  to boost Islamic fi nance 
in France

BDO  survey respondents agree Islamic 
fi nance poised for huge growth

Malta to function as “the Mediterranean 
Bahrain”

Commercial Bank of Dubai  charts 8.3% 
growth in net profi t 

Restructuring inevitable for  Nakheel

CIMB Group  rebrands Middle East unit as 
CIMB Middle East

Bursa Suq Al-Sila  gaining recognition in 
the GCC 

Barwa Real Estate  gets US$115 million 
Murabahah loan for projects

Senegal seeks Bahrain’s assistance in 
Islamic banking

Sharjah Islamic Bank ’s profi t falls 21% in 
the third quarter

Five Qatari fi rms collaborate to launch a 
new Takaful company

Al Rajhi Bank  sees highest quarterly net 
profi t since 2006

Dubai Civil Aviation Authority  to issue 
Sukuk and bonds to refi nance earlier debt

Ithmaar Bank  to raise capital by up to 
US$500 million

“Conservative policy” blamed for  Saudi 
Hollandi Bank’s 51% profi t dive

DSAM Kauthar Gold Fund targets Middle 
Eastern investors

Islamic Development Bank  says “doubts 
linger” on Shariah compliance by some 
Sukuk

Abu Dhabi Investment House  launches 
Shariah compliant hospitality fund

Sharjah Islamic Bank  joins Hotelier 
Holding in developing Oceanic Hotel

Dubai offi cials to meet investors regarding 
bonds

Capital Management House  upgraded to 
wholesale investment bank

Al Salam Bank-Bahrain ’s faces loss 
despite prudence

Kazakhstan seeks Bahrain’s opinion

Dubai Financial Services Authority  to lower 
fees and relax regulations

Saudi Electricity  to bank on Sukuk for 
power plant expansion 

Jordan: Finance ministry turns to Sukuk to 
patch budget defi cits

Newly-established  Qatar First Investment 
Bank to drum up business in certain 
sectors

Doha Bank ’s third quarter net profi t drops 
19%

Commercial Bank of Qatar ’s net profi t falls 
by 24% in third quarter

Central Bank of Bahrain ’s 50th Sukuk 
oversubscribed by 100%

For  Bahrain Islamic Bank, profi t turns to 
loss due to increased provisioning for bad 
loans

First Gulf Bank  chalks up 9% increase in 
profi t

Shariah indices outshine conventional 
counterparts in third quarter

Saudi Electricity Company ’s net profi t rises 
15% due to seasonal peak demand

Dubai International Capital  to pay 4% over 
LIBOR/EIBOR for its US$550 million loan

Emirates Islamic Bank  signs up for credit 
information reporting services

Advent Software  to provide management 
solution for Abu Dhabi Islamic Bank’s new 
division

Capivest ’s Optimum Fund investors exit 
with 10% returns

RATINGS
MARC downgrades  Hytex Integrated’s 
MUNIF/IMTN papers to ‘MARC-3ID/BBB-ID

FEC Cables ’ Islamic notes get strong 
ratings despite the company being in the 
red

Thumbs up from Capital Intelligence for  Al 
Masraf

MOVES
Mingchun Sun heads China equity 
research at Nomura

HSBC  hires Kaveh Samie as managing 
director and head of equities

Citi  appoints Jing Zhao and Simon Yoo as 
co-heads of its fi nancial institutions group

BNP Paribas  appoints Peter Foo to oversee 
sovereign wealth funds, supranational and 
central banks in Asia
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AMERICAS
First for IFC
US: International Finance Corporation (IFC), 
a unit of the World Bank, will be listing its 
fi rst Sukuk with the Nasdaq Dubai and 
Bahrain stock exchanges, making it the 
fi rst non-Islamic fi nancial institution to 
issue a Sukuk for term-funding in the Gulf 
Cooperation Council (GCC). 

The dollar-denominated US$100 million 
Sukuk, dubbed Hilal Sukuk, was issued 
to develop the region’s growing Sukuk 
market and encourage other sovereign and 
corporate issuers to engage with member 
countries of the GCC.

IFC executive vice-president and CEO 
Lars Thunell said the bond will also be 
used by the IFC to create opportunities 
for Islamic investors who want to create a 
positive social impact in key sectors such 
as health, education and infrastructure. It 
also supports the World Bank Group’s goals 
to integrate the Arab world into the global 
economy. 

Dubai Islamic Bank, HSBC, Kuwait Finance 
House-Bahrain and Liquidity House are joint 
bookrunners for the Sukuk. 

Trimming down woes
US: : International Finance Corporation 
(IFC), the investment unit of The World 
Bank, plans to reduce the listing cost of its 
US$100 million Sukuk on the Dubai and 
Bahrain stock exchanges after discussion 
with the bourses.

IFC vice-president for fi nance and treasury 
Nina Shapiro described the whole process 
as more diffi cult because of the higher costs 
in structuring in the GCC than in global 
markets. Her comments came after Dubai 
International Financial Center (DIFC)’s funds 
review recently recommended to the hub to 
lower its licensing fees and other associated 
costs.

DIFC chief economist Nasser Saidi said the 
probability of reducing the rates is being 
considered due to the high credit quality of 
IFC, which is rated ‘AAA’ by rating agencies. 

He also attributed higher costs to lack of 
standardization for Sukuk documentation, 
but is hoping that the IFC Sukuk will be a 
benchmark case in lowering the cost of 
listing Sukuk.

continued...
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ASIA
Sturdy despite crisis
MALAYSIA: The presence of a strong Islamic 
fi nance sector alongside conventional 
fi nance is the reason behind Malaysia’s 
capacity to survive the shocks in the fi nancial 
system, said Raja Nazrin Shah, the Malaysia 
International Islamic Finance Center’s 
fi nancial ambassador.

According to Nazrin, the Shariah principles 
that underline Islamic fi nance have reduced 
the vulnerability of Islamic fi nancial 
institutions towards instability and minimized 
exposure to the current fi nancial crisis.

He also cited Islamic funds in the US and 
Europe which have limited exposure to 
the fi nancial meltdown, due to Shariah 
injunctions that prohibit excessive leverage 
and speculative fi nancial activities. This, 
he said, has proven that Islamic fi nancial 
institutions have weathered the global 
economic downturn better than their 
conventional counterparts.

Islamic bank deal
MALDIVES: The Maldives government is 
joining forces with real estate developer 
Ridge Solutions International Holdings of 
Dubai to establish an Islamic bank in the 
country. The bank is expected to begin 
operations next year with a start-up capital of 
US$20 million. 

The fi rm will own 75% shares of the bank, 
while the remaining 25% shares will be held 
by the government, said fi nance minister Ali 
Hashim.

Going for more Sukuk
MALAYSIA: Cagamas, the national mortgage 
corporation, expects to sell more Sukuk 
this year amidst the low interest rate 
environment, said CEO Steven Choy. He saw 
demand for Sukuk outshining supply with the 
credit spread narrowing between Sukuk and 
conventional bonds. According to him, Sukuk 
can also sell better due to the wider investor 
base.

Cagamas was reported to be also looking 
at fl oating rate notes to attract investors 
concerned about a possible rise in interest 
rates. “We believe interest rates have 
stabilized and may be on the way up,” said 
its head of treasury and capital markets, 
Angus Salim Amran.

Cagamas, the second largest issuers 
of debt papers in the country after the 
Malaysian government, aims to sell RM3 
billion (US$884.6 million) worth of Sukuk 
and conventional bonds to meet its target of 
RM12 billion (US$3.54 billion) by year-end. 
Some RM18 billion (US$5.31 billion) worth 
of bonds were issued by Cagamas amid the 
global credit crunch last year, far from a 
record level of RM25 billion (US$7.37 billion) 
in 1999.

Islamic banks inch forward
PAKISTAN: Islamic banks have shown only 
a small increase in their share of the overall 
banking system in the second quarter of this 
year, according to the country’s central bank. 
The share rose to 5.1% from 4.8% in the 
corresponding quarter of last year.

The State Bank of Pakistan (SBP) said the 
Islamic banking outreach growth expanded 
by 1.7% to 528 branches versus 521. 
The number has since increased to 551 
branches as at September 2009.

The most signifi cant increase was in deposits 
which grew quarter-on-quarter by 15.5%, 
while the deposit base of Islamic banks 
stood at PKR238 billion (US$2.86 billion) at 
end-June 2009 compared to PKR206 billion 
(US$2.47 billion) previously. As a result, 
their share in the overall funding structure 
improved to 76.1% from 74.1% in March 
2009.

continued...
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The priority sectors such as small- and 
medium-scale enterprises as well as 
agriculture — identifi ed in the strategic 
plan for Islamic banking in Pakistan — saw 
fi nancing increase by 8.6% (a decrease 
from 9.3% in March) and almost no growth, 
respectively. “Islamic banks have to extend 
their outreach to these priority sectors so 
that Islamic banking can establish itself 
as a socially more responsible fi nancial 
alternative,” SBP said..

DIBP goes for e-banking
PAKISTAN: Dubai Islamic Bank Pakistan 
(DIBP) has signed a deal with TPS, a 
software house specializing in payment and 
transaction processing solutions, to offer 
online banking services.

Once in place, the system will provide 
DIBP’s customers with round-the-clock 
online services that will also facilitate 
complex fi nancial activities. In addition to a 
comprehensive back offi ce, a combination 
of multiple levels of security has been 
embedded to protect information and 
safeguard against security threats, a TPS 
statement said.

The e-banking services also include 
payments and reporting tools that can be 
controlled by DIBP’s corporate customers.

IT deal for credit union
HONG KONG: Amwal Credit Union, the fi rst 
Shariah compliant cooperative fi nancial 
institution in the territory, has teamed up 
with technology services provider Path 
Solutions to launch its Islamic products 
and services using a system certifi ed by the 
Accounting and Auditing Organization for 
Islamic Financial Institutions.

“Besides assisting in the launch of our 
new Islamic products in Hong Kong, we are 
confi dent that iMAL (Path Solutions’ product) 
will comprehensively meet the demand and 
interest of our communities throughout the 
Greater China region”, said Amwal chairman 

Edwin E Hitti. His company, established 
last May, offers Shariah compliant fi nancial 
products that are said to provide attractive 
risk adjusted returns over the medium and 
long term.

Open to consideration
THAILAND: The Thai government will 
consider allowing Malaysian fi rms to own 
a stake in the Islamic Bank of Thailand to 
enable it to strengthen its Islamic banking 
services, particularly in the restive southern 
region along the Malaysian border where 
Muslim unrest has festered for decades.

Finance minister Korn Chatikavanij said this 
could be a way to channel funds from the 
government’s stimulus package to assist in 
resolving the political and social confl icts 
in the southern provinces where Muslims 
predominantly reside.

The Islamic banking system in Thailand 
began with an Islamic window by the 
Government Savings Bank in 1998. In 2003 
the government established the Islamic 
Bank of Thailand, which is partly owned by 
Middle East investors while control remains 
with the Thai government.

Malaysia and Thailand have long established 
conventional banking relationships, the most 
recent development being the purchase 
by CIMB Group, which is also a signifi cant 
Islamic banking player, of a majority stake in 
BankThai, now known as CIMB Thai Public.

More carrots sought
SOUTH KOREA: The government should offer 
more incentives to Korean investors buying 
Sukuk, said the head of Doha Bank’s Seoul 
unit Kwon Kwan-soon.

“While the Korean government is scrambling 
to attract Islamic funds by discussing tax 
benefi ts to investment in some types of 
Islamic bonds sold by Korean issuers, 
incentives for Korean sukuk investors are 
also very much in need,” Kwon said. 
Kwon also urged Korean builders doing 
business in the Middle East to reinvest their 

profi ts in Sukuk, to build a long term and 
solid relationship with the region, in hopes of 
attracting oil money to Korea and enhancing 
the nation’s understanding of Islamic 
products. “To do so, government incentives 
should be given to both sides,” he added. 

Earlier, the Korean government had 
submitted a tax proposal to the National 
Assembly to exempt companies from paying 
tax on Ijarah and Murabahah distributions to 
boost sales of the notes.

Whetting domestic appetite
BRUNEI: The healthy domestic Sukuk market 
makes it unnecessary for Brunei to issue 
bonds to be sold internationally, said Bank 
Islam Brunei Darussalam’s acting managing 
director Javed Ahmad.

He however did not dismiss the possibility 
of Sukuk being sold abroad in the near 
future. “You have to actually wait, and 
watch this space,” he said, adding that 
currently there was so much liquidity within 
Brunei’s domestic market that it is deemed 
unnecessary for issuers to sell Sukuk that is 
unknown in the international market.

Ahmad also noted that all Sukuk issued in 
Brunei were unrated as they are aimed at 
the domestic market, with institutions being 
the predominant buyers as retail investors 
obtain far more attractive returns on 
deposits with banks.

To date the Brunei government has issued 
Sukuk worth US$1.8 billion since it launched 
the Sukuk Al-Ijarah program in April 2006. 
The program was the world’s fi rst short-
term government Sukuk. Four months later, 
Brunei Liquefi ed Natural Gas, partly owned 
by the government, issued US$100 million 
worth of Sukuk.

Seize potential 
BRUNEI: The Sultanate is the place to 
develop an asset management market in 
the Islamic fi nance industry as it has both 
expertise and regulatory support, said UK-

continued...

continued...
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based Amiri Capital partner Hamel Shah, 
who was also one of the speakers at the 
recent Islamic Finance news roadshow.
He said the country should seize the op-
portunity to enter the asset management 
market by bringing together fi nancial special-
ists with vast knowledge of the regional and 
global markets, with regulatory bodies.

Hamel also indicated that great potential 
is in store for the country if local experts 
can integrate their understanding of 
asset management with a comprehensive 
knowledge of the “Islamic side” of this 
market. 

He also commented that while Brunei is 
more diversifi ed than other countries, it 
needs to take a step-by-step approach in 
getting its products right fi rst. 

Image booster
MALAYSIA: Callataÿ & Wouters, a core 
banking and multi-channel distribution 
solutions provider,  has partnered with IA 
Group (IA), a Malaysian company specializing 
in management consulting, technology and 
outsourcing, to develop an Islamic banking 
solution known as Thaler Islamic Banking 
for the region and global market. Thaler is a 
scalable core banking system that includes 
functionality for deposits, loans, securities, 
treasury and payments.

The two fi rms will jointly develop, implement, 
support and market the Islamic banking 
solution in Malaysia initially, with plans to 
extend the service globally. An estimated 
profi t of RM100 million (US$30 million) is 
expected within three years following the 
introduction of the solution in Malaysia.

The partnership, which marks Callataÿ & 
Wouters’ wider presence in the Southeast 
Asia and its commitment to the Malaysian 
market, is also to boost the country’s image 
as the region’s Islamic fi nancial hub.

CEO of IA Group Hamzah Kassim said the 
partnership bodes well, with the Malaysian 
government’s call for more local companies 
to go international and carve a niche for 
themselves in Islamic banking.

Gains by technology
MALAYSIA: Malaysia has the potential to 
emerge as the center of Islamic fi nance 
technology solutions, according to National 
Economic Advisory Council chairman 

Amirsham Abdul Aziz. Lack of active 
participation by domestic technology 
companies has led European and Indian 
technology fi rms to sell Islamic banking and 
Takaful solutions to Malaysian banks and 
insurance companies, which can create 
comparative advantage economically, he 
added. 

Amirsham urged Malaysian companies 
to offer technology solutions in Islamic 
fi nance such as Takaful solutions, Sukuk 
management, wealth and investment 
solutions, as well as information security, 
through repositioning and seizing on the 

country’s status as the solution provider for 
the Islamic fi nance system.

“Our local companies already have good 
standing in providing technology solutions 
under the conventional banking systems. So 
why not Islamic banking?” asked Amirsham. 

The former minister also pointed out the 
need for the private sector and Malaysian 
technology vendors to collaborate with the 
government in performing strategic initiatives 
to promote Malaysia as a global one-stop 
Islamic banking center for technological in-
novations.

continued...
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State Sukuk on sale again
INDONESIA: The government will again 
offer state Sukuk at an auction on the 27th 
October to meet part of the fi nancing target 
in the state budget, said the director general 
of debt management at the fi nance ministry, 
Rahmat Waluyanto.

The Sukuk to be offered will be available in 
three series. The fi rst two series are from the 
13th October auction where the bids failed 
because “the yield offered was higher than 
the government`s forecast,” he said — IDR5 
trillion (US$531 million) versus IDR1.5 trillion 
(US$157 million).

He stressed that the government still has a 
wide range of more effi cient instruments with 
lower risks and pointed out that the issuance 
of state bonds has so far reached 92% of the 
fi nancing target in the 2009 state budget.

BancaTakaful makes debut
PAKISTAN: Dubai Islamic Bank (DIB) Pakistan 
has become the fi rst Islamic bank to launch 
BancaTakaful in the country. The product, 
dubbed Al-Islami Savings and Takaful Plan, is 
a joint venture with Takaful institutions Pak 
Qatar Family Takaful and FWU AG.

CEO M A Mannan said that DIB Pakistan had 
posted a pre-tax profi t of PKR 174 million 
(US$2.09 million) in the fi rst half of 2009, 
and that the bank will be opening 12 new 
branches by year-end— bringing its total 
network to 37 branches nationwide. 

Seven-fold increase
AZERBAIJAN: Caspian International 
Investment Company (CIIC) increased its 
charter capital seven-fold to AZN23 million 
(US$29 million) from its initial AZN3 million 
(US$3.7 million) within about 18 months.

Executive director Togrul Kecherli said 
that AZN17 million (US$21 million) of the 
capital boost came from foreign investors, 
particularly in the Middle East including 
Kuwait’s Aref Investment Group, Yemen’s Al 
Ahmar Group and Saudi Arabia’s Tanmiyat 
Investment Group. CIIC has plans to increase 
its capital to US$70 million soon.

“We are looking to double our capital by 
the year end through the realization of 
joint projects with local, Middle East and 
European partners that have expressed 

interest in collaborating,” said Kecherli. 
Established in March 2008 and jointly owned 
by the Azerbaijan Investment Company and 
Islamic Corporation for the Development 
of the Private Sector, CIIC’s Shariah 
compliant investments are mainly focused 
in agriculture, logistics, pharmaceuticals, 
production of building materials, and the 
services sector.

EUROPE
Gatehouse joins France’s 
Islamic fi nance panel
FRANCE: Gatehouse Bank has become the 
fi rst Islamic fi nancial institution to join Paris 
Europlace’s Islamic Finance Commission 
in a bid to contribute to the development of 
Shariah compliant fi nance and investment in 
France. 

As a wholesale investment bank in the UK, 
Gatehouse Bank will be able to work with 
clients and other banks based in France 
across a wide range of fi nancial products, 
including Shariah advisory services, 
real estate, wealth management, asset 
management, treasury, capital markets and 
off-balance sheet investments.

Through its membership with Paris 
Europlace, the bank will be involved in 
international fi nancial forums in Paris 
and abroad, and able to participate in 
working groups – particularly the Islamic 
fi nance committee to discuss new business 
opportunities as well as contribute to the 
development of relevant laws and practice.

Optimism prevails 
UK: Most executives involved in Islamic 
fi nance expect the industry to expand 
between 10% and 20% over the next three 
years, according to a survey published by 
accountancy fi rm BDO.

The study based on responses from 173 
fi nancial services executives involved in the 
Islamic fi nance sector, revealed that 53% 
agreed that the sector is poised for 10% to 
20% growth, while 22% said it could go up by 
20% to 30% or more. The remaining 23% felt 
that the Shariah compliant industry would 
experience between 0% to 10%; or none at 
all.

Islamic retail loans was touted as the product 
with the most revenue-generating potential, 
while Takaful was second in line. Sukuk was 

ranked fourth on the list, behind Islamic 
mortgages at third. .

Mediterranean Bahrain
MALTA: The country is strategically 
positioned to function as “the Bahrain of 
the Mediterranean,” concluded delegates 
at a recent international meeting on Islamic 
fi nance. 

According to them, Malta’s main advantage 
is its geographical position which enables 
it to reach and penetrate the European 
and North African markets, as well as its 
extensive network of double taxation treaties.

Malta has also considered making 
itself a center for Islamic fi nance in the 
Mediterranean with its good reputation in 
banking, funds and insurance, and a huge 
untapped potential for special purpose 
vehicles.

MIDDLE EAST
CBD profi t up 
UAE: Islamic banking products and services 
provider Commercial Bank of Dubai (CBD) 
posted a growth of 8.3% net profi t to AED757 
million (US$206 million) for the fi rst nine 
months of the year over the corresponding 
period of last year. 

The hike is attributed to collective and 
specifi c provisions for non-performing loans 
and investments.

CBD’s operating profi t rose 6.6% to AED915 
million (US$249 million) compared to 
AED858 million (US$234 million) while net 
interest income came up to AED986 million 
(US$268.4 million), an increase of 22% over 
the same period last year.

Provisions coverage ratio against potential 
losses improved to 96% from 91% and total 
assets increased by 1.7% to AED37 billion 
(US$10 billion) at the end of September 
while loans and advances grew by 0.8% to 
AED28.7 billion (US$7.81 billion).

Fear-driven plunge
UAE: Property developer Nakheel saw prices 
drop on its Sukuk to US$103 from US$107, 
after speculation that the state-owned fi rm 
may offer equity to holders of its US$3.5 
billion bond due in December.

continued...

continued...
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“The prices of the Nakheel bond are 
decreasing because people are not happy as 
they fear that the Sukuk offer is not a good 
idea.” said fund manager at Rothschild & 
Cie,Gestion Sebastian Barbe. He added that 
Nakheel had yet to present bondholders with 
a formal proposal.

Another bondholder said it was vital for the 
Dubai government to reach a solution which 
did not affect the value of the bond in order 
to maintain the emirate’s credit-worthiness. 
The holder said this can be done via issuing 
new debt, as equity issuance was diffi cult 
without substantial government assurance.

Nomura equity research analyst Chet Riley is 
however confi dent that the Nakheel debt will 
be restructured. “By hook or by crook, it will 
be restructured in some way. We’ve always 
felt this is a bond which is too big to fail. Even 
if it’s a private entity, it will recourse back to 
the government. If it were to fail, there would 
be wider ramifi cations.”.

CIMB makeover
BAHRAIN: CIMB Group has rebranded its 
Bahrain presence as CIMB Middle East 
(formerly known as CIMB Islamic Investment 
House). This is a joint venture with Yusuf Bin 
Ahmed Kanoo Holdings, a reputable and well-
established blue chip entity in the kingdom. 

CIMB Middle East will continue to be 
headquartered in Bahrain and will act as 
CIMB’s nerve center in the Middle East and 
North Africa region.

CIMB Group’s Head of Corporate Client 
Solutions for the MENA region and board 
member of CIMB Middle East Group 
Badlisyah Abdul Ghani said the group 
is looking at expanding its offering to 
encompass both conventional and Islamic 
fi nancial services value propositions, as well 
as improving its service to customers by 
bringing its physical operations beyond the 
shores of Bahrain into the region 
as a whole.

Bursa Suq Al-Sila gets 
recognition 
BAHRAIN: Bursa Malaysia is witnessing more 
cross-border trade between Malaysia and 
GCC fi nancial institutions using its Shariah 
compliant trading platform, Suq Al-Sila. This 
was apparent with the numerous recent 
trades between CIMB Islamic and several 
GCC institutions.

Bursa CEO Yusli Mohamed Yusoff said these 
transactions endorse the viability of Suq 
Al-Sila as the Shariah platform of choice 
to facilitate cross-border Islamic fi nance 
trades, besides having the capability as a 
world-class infrastructure that supports a 
transparent and regulated market. 

“In addition, these transactions that are 
conducted with GCC markets further 
enhance Bursa Malaysia’s strategic relations 
with global fi nancial institutions as well as 
affi rm the expertise of Malaysian banks as 
commodity trading participants in striking 
fi nancial partnerships with international 
players,” he said.  

Suq Al-Sila is a fully electronic international 
commodity platform that was launched 
in August 2009. It is able to facilitate 
commodity-based Islamic fi nancing and 
investment transactions under the Shariah 
principles of Murabahah, Tawarruq and 
Musawwamah. The fi rst international 
transaction conducted by UK Islamic bank, 
Gatehouse Bank last month.

Murabahah fi nancing
QATAR: The International Bank of Qatar will 
provide Barwa Real Estate with a Murabahah 
loan worth QAR420 million (US$115 million) 
to fi nance its ongoing projects. One is a fi ve-
year project in Qatar worth US$4 billion that 
involves the US$1.5 billion Barwa Village 
currently under construction. The developer 
will also begin construction on a US$9 billion 
mixed-use development in New Cairo City, 
Egypt, in the fi rst quarter of next year..

Islamic banking talks
BAHRAIN: Visiting president Abdoulaye Wade 
of Senegal discussed bilateral cooperation 
in Islamic and conventional banking with 
Central Bank of Bahrain offi cials. 

The meeting with governor Rasheed 
Mohammed Al Maraj and executive director 
of banking supervision Khalid Hamad 
proposed cooperation between the central 
banks of both countries on possible 
investment ventures and for Bahrain to 
facilitate Islamic banking in Senegal.

Profi t drop for Sharjah
UAE: Sharjah Islamic Bank has posted a 
21% drop in its third quarter net profi t to 
AED227.1 million (US$62 million) from 
AED287 million (US$78.1 million) in the 
corresponding period a year ago. However, 

net profi t before distribution to depositors 
rose marginally to AED462 million 
(US$125.8 million) compared to AED459 
million (US$125 million) for the same period 
last year.

New Takaful addition
QATAR: Damman, a new Takaful company 
being jointly set up by fi ve Qatari institutions, 
is expected to commence operations early 
next year. 

Damman, which will be a QAR200 million 
(US$55 million) closed shareholding 
company, comprises Qatar Insurance while 
Qatar Islamic Bank, Masraf al Rayan, Barwa 
Real Estate and QInvest make up the Shariah 
compliant institutions. 

Qatar Insurance, which owns a 25% stake 
in Damman, will manage the new Takaful 
company that is anticipated to bring 
competition in Qatar’s Takaful sector. It has 
since received the Qatar government’s initial 
approval.

Profi t peak
SAUDI ARABIA: Shariah compliant 
Al Rajhi Bank has posted a lower-than-
expected 2.2% rise in third-quarter 
net profi t to SAR 1.8 billion (US$479 million) 
after booking higher provisions. This came 
below analysts’ expectations, which averaged 
SAR1.93 billion (US$514.6 million) but was 
still the highest quarterly net profi t since the 
fourth quarter of 2006.

The bank attributed the increase to a rise 
in deposits and the diversifi cation of its 
fi nancial and investment products as well 
as its conservative policy by increasing its 
provisions. It did not however explain the 
provisions. The bank saw its quarterly net 
profi t from lending go up 16.9% to SAR 2.5 
billion (US$667 million), while net operating 
income rose 15.1% to SAR3.11 billion 
(US$829 million).

Sukuk refi nancing
UAE: The Dubai Civil Aviation Authority is 
reported to be planning to issue both Sukuk 
and conventional bonds totaling US$1 
billion Sukuk to refi nance an earlier Sukuk 
of similar amount that will mature on the 
4th November. The state-owned airport 
administrator had raised US$1 billion in 
2004 through Dubai Global Sukuk FZCO.
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It has hired UBS, Dubai Islamic Bank, 
Standard Chartered and Bank of Tokyo-
Mitsubishi UFJ to manage the Islamic and 
conventional bond sale.

Raising capital
BAHRAIN: Ithmaar Bank is to raise between 
US$400 million and US$500 million through 
a mix of a fi ve-year mandatory convertible 
Sukuk, a rights issue and a credit call option 
to shore up its balance sheet. It has central 
bank clearance to issue the Sukuk to raise 
around US$200 million.

Another US$200 million is to be from the 
rights issue while it has secured a three-year 
equity line of credit of up to $125 million 
from Global Emerging Markets of New York.

“All the efforts, together with the recently 
announced reorganization plan, put us in a 
privileged position to best capitalize on the 
opportunities that are being created,” said 
chairman Khalid Abdulla Janahi.

Ithmaar Bank CEO Mohamed Hussain said 
the Sukuk would be a fi rst-of-its-kind that will 
not be structured around underlying assets. 
“The investors will take a risk in the balance 
sheet, not in any underlying assets,” he 
explained.

The bank recently announced plans for a 
comprehensive restructuring that includes its 
Islamic subsidiary, Shamil Bank, designed to 
turn it into an Islamic retail bank under the 
Ithmaar brand. JP Morgan will assist Ithmaar 
Bank with its Sukuk move, while the rights 
issue and equity line of credit are awaiting 
regulatory approval.

Sharp profi t plunge
SAUDI ARABIA: Saudi Hollandi Bank saw its 
third-quarter net profi t drop 51% to SAR150 
million (US$40.1 million) at end-September 
from the corresponding period a year earlier. 
The Islamic bank, in which a consortium led 
by the Royal Bank of Scotland is a signifi cant 
shareholder, attributed the decline mainly to 
its “conservative policy” without elaborating 
on this.

It is said to refer to the booking of provisions 
for possible loan losses. A report said it is 
also unknown whether the bank is exposed 
to troubled family groups such as the Saad 
Group. The bank suffered a 72% fall in 
net profi t in the second quarter after it 

booked SAR253 million (US$67 million) in 
provisions for possible loan losses against 
the corresponding period last year.

Investors sought
UAE: Shariah compliant DSAM Kauthar Gold 
Fund is seeking Middle East investors to 
add to the current US$79.4 million of assets 
under management. The gold hedge fund, 
which aims to raise its assets to US$5 billion 
in the next fi ve years, is targeting institutional 
investors from Bahrain, Qatar and the UAE, 
according to fund manager John Hathaway.

The fund recorded a 51% gain over the 
Kauthar Commodity Funds, an equally-
weighted fund-of-funds comprising four 
single-strategy, commodity-focused funds 
that invest exclusively in Shariah compliant 
long/short equity hedge funds on the Al Safi  
Trust platform, which posted a 30.51% gain 

at the end of the third quarter of this year.
The fund is ranked in the 99th percentile of 
the Bloomberg Active Index for Islamic Funds, 
composed of 442 Islamic funds representing 
all investment strategies and markets from 
around the world. As of the 30th September, 
DSAM Kauthar Gold Fund was among the top 
fi ve funds in this index.

Lingering doubts
SAUDI ARABIA: Future Sukuk structures 
are set to be more conservative, according 
to the Islamic Development Bank’s head of 
treasury, Mohammed Tariq. 

He contends that although underlying 
Shariah issues concerning Sukuk have 
now been clarifi ed, some doubts still linger. 
Tariq felt that guidance is still needed on 
the structuring of issues as there have 
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been some defaults, and at the same time 
investors need to also fi nd out whether they 
are backing the underlying asset or the 
issuer for the Sukuk they have purchased or 
intend to purchase.

He also explained that the bank’s Sukuk 
was listed on the London exchange to seek 
international investors, adding: “We may list 
in Bahrain and of course the DIFC (Dubai 
International Financial Centre), but London is 
the main one at the moment.”

Hospitality fund
UAE: Abu Dhabi Investment House (ADIH) 
has launched a US$300 million Shariah 
compliant Hospitality Development Fund 
(HDF) which will invest in several sub-sectors 
such as airlines, tourism, accommodation, 
food services and leisure within the Gulf 
Cooperative Council as well as the Middle 
East, North Africa and South Asia.

It would also invest in new development 
projects in addition to the existing hospitality 
and entertainment companies that have po-
tential for growth. Several opportunities had 
already been identifi ed, the company said.

The fund targets investors seeking to 
diversify their investment portfolios by adding 
Shariah-based hospitality-related products 
which have a minimum projected internal 
rate of return of 20%. “Given the potential 
within the hospitality sector in these regions 
and ADIH’s expertise, we are confi dent 
of raising the target capital within the 
subscription period,” said managing director 
Rashad Yusuf Abdulla Janahi.

Gulf Finance House and Ithmaar Bank are 
the advisors for the HDF.

Hotel development
UAE: Sharjah Islamic Bank (SIB), owner 
of Sharjah National Hotels, has signed an 
agreement with Hotelier Holding to design 
a renovation and development plan for 
Oceanic Hotel, which is located along the 
coast of the eastern province of Khorfakkan 
in Sharjah. 

SIB CEO Mohammed Abdulla said the 
development is to take advantage of the 
growth in tourism in the UAE, particularly in 
the resort and hotel sector. SIB owns and 
manages two other hotels as well — Holiday 
International and Marbella Resort.

Meeting investors
UAE: Dubai offi cials are to meet potential 
fi xed income and Islamic investors in Europe 
and Asia from this week, ahead of possibly 
selling more debt this year. The top offi cials 
from Dubai’s department of fi nance will 
include its director-general, Abdulrahman 
Al Saleh, who is overseeing its US$20 
billion bond program that is intended to 
help support its economy and struggling 
government-related companies.

A department spokesman did not specify 
a reason for the meetings, only saying that 
the roadshows aren’t intended to market the 
second tranche of the bond program.

Dubai Islamic Bank, Mitsubishi UFJ Securities 
International, Standard Chartered and UBS 
Investment Bank are arranging the meetings 
in Hong Kong, London, Singapore, Dubai and 
Frankfurt.

Al Salam profi t down 35% 
BAHRAIN: Al Salam Bank-Bahrain’s net profi t 
fell by 35% to BHD4.6 million (US$12 million) 
in the third quarter from last year’s BHD7.4 
million (US$20 million), in the corresponding 
period. The bank attributed the loss to its 
wary approach to new investments and 
fi nancing.

The bank’s operating income dropped by 
29% to BHD7.7 million (US$11.5 million) 
compared to the same period last year, but 

total assets grew by 22% to reach BHD667 
million (US$1.8 billion) from BHD554 million 
(US$1.5 billion) as at the end of 2008.

Despite the current crisis in the fi nancial 
markets, increased customer confi dence was 
refl ected in the bank’s customer deposits 
which grew by 5% to BHD356 million 
(US$944 million) at the end of third quarter, 
from BHD338 million (US$897 million) in the 
same period last year.

Meeting of minds
BAHRAIN: Central Bank of Bahrain (CBB) 
governor, Rasheed Mohammed Al Maraj 
and Kazakhstan minister of industry and 
trade, Aset Issekeshev, met up in Bahrain to 
discuss the latest developments in Islamic 
banking and fi nance in the region. 

The two parties also discussed ways in 
which they could exchange expertise in 
Islamic fi nance and share Bahrain’s growth 
experience, and covered aspects of joint 
cooperation in the fi eld of training in banking 
and fi nance, as well as Sukuk issuance. 

Investors come fi rst
UAE: The Dubai Financial Services Authority 
(DFSA) will liberalize its rules and lower its 
fees for next year to boost investor activity 
and competition, said Market Practitioners 
panel chair for the Dubai International 
Financial Centre (DIFC), Nick Smith.

In its report, the panel said the DIFC and 
DFSA currently have the highest fees 
across all jurisdictions in relation to initial 
and on-going licensing, compliance and 
documentation costs. 

As a result, many investors were driven away- 
leading to limited fund activity for the DIFC, 
compared to overseas markets. 

DIFC-regulated Superfund Financial (Middle 
East) managing director Dennis van Leeuwen 
said high operating costs had discouraged 
the setting up of new offi ces, limited 
company size and encouraged outsourcing.

“If they lower costs, it will lower the entry bar-
rier to start up a fund, and will attract more 
fund providers to Dubai which could lead to 
enhanced competition,” he said. 

The DIFC currently houses nine fund operators, 
four private funds and one public fund.

continued...

continued...

License to grow
BAHRAIN: Capital Management House 
(CMH), a Shariah compliant investment 
bank, has been upgraded to Wholesale 
Investment Bank from Investment 
Business Firm - Category 1 status by the 
Central Bank of Bahrain.

“The wholesale license will support 
our medium and long-term strategy of 
creating value by offering leading market-
oriented products and services,” said 
chairman Khalid Abdulla Al Bassam.

With the license, CMH is able to offer 
a wider range of wholesale banking 
products and services to its shareholders 
and client base, as well as receive banks’ 
and client deposits.

(Also see IFN Report on page 15)
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Electric Sukuk
SAUDI ARABIA: Utility fi rm Saudi Electricity 
plans to borrow from banks and use Sukuk 
to fi nance a SAR6.9 billion (US$1.84 billion) 
contract it signed with South Korean builder 
Doosan Heavy Industries & Construction 
and Arabian Bemco Contracting Company. 
Proceeds from the Sukuk will be used to 
expand its Al Qurrayah power plant. 

The contract is for the conversion of gas-
powered Al Qurrayah plant into a combined-
cycle regime with 1,241 megawatts of new 
capacity, to cater to Saudi’s 8% a year power 
demand growth rate.

Sukuk solution 
JORDAN: The country is considering  issuing 
Sukuk by end of the year to cover part of its 
escalating budget defi cit that has worsened 
due to the global recession, according to 
offi cials at the fi nance ministry.

The offi cials also said a committee has 
been set-up to revise the introduction of the 
Shariah compliant paper for the fi rst time in 
the country.

This year, Jordan’s monetary authorities 
have resorted to issuing more public debt 
instruments auctioned to local banks and 
fi nancial institutions, as they are seeking an 
alternative to taking loans from local banks, 
the offi cials added.

Sectoral drive
QATAR: Shariah compliant Qatar First 
Investment Bank (QFIB) will continue to 
focus on building its private equity, corporate 
advisory, strategic investments, asset 
management and investment banking 
services, said CEO Mike De Graffenried.

QFIB, which has already undertaken busi-
ness amounting to US$200 million since 
it opened shop early this year, recently ac-
quired a 41% equity stake in Qatar Engineer-
ing & Construction Company, one of the larg-
est engineering fi rms in the country special-
izing in projects for the oil and gas industry.

“We have an ambitious plan to become a 
prominent long term player in the energy 
sector by investing in existing assets and 
playing a key role in mergers and acquisitions 
as well as capital raising activities within the 
sector,” said Graffenried.

Besides oil and gas, QFIB is also largely 
involved in fi nancial services, industry, health 
care and real estate.

Doha net profi t down 19%
QATAR: Doha Bank, parent to Doha Islamic 
Bank, has posted a 19% drop in third quarter 
net profi t to QAR205 million (US$56.3 
million) from the corresponding period last 
year despite lower loan loss provisions. 

The profi t met the estimation of the 
Institutional Brokers’ Estimate System.

The operating income for the quarter went 
up 17% to QAR1.54 billion (US$423 million) 
while net interest income rose by 14% to 
QAR794 million (US$218 million). 

Net loans and advances grew 6% to 
QAR25 billion (US$6.9 billion) while deposits 
grew 11.5% to QAR26.5 billion 
(US$7.3 billion).

Loan losses create dent
QATAR: Commercial Bank of Qatar’s (CBQ) 
net profi t for the third quarter of 2009 
dipped by 24% to QAR397 million 
(US$109 million) from QAR523 million 
(US$144 million) in the corresponding 
period of last year, due to loan losses. 

CBQ, which offers both Islamic and 
conventional banking, however saw its net 
provisions leap by 70% to QAR397 
million (US$109 million) from QAR230 
million (US$63 million) in the same 
period a year ago.

Net operating income for the third quarter 
fell 13% to QAR685 million (US$188 million), 
from last year’s QAR784 million (US$215 
million) in the same quarter.

Short-term Sukuk hot
BAHRAIN: The Central Bank of Bahrain’s 
(CBB) monthly issue of short-term Sukuk 
worth BHD5 million (US$13.3 million) has 
been 100% oversubscribed. 

Total subscriptions received were equivalent 
to the value of the Sukuk, which holds a 
maturity of 182 days from the 22nd  
October to 22nd April 2010, with an 
expected return of  0.95%.

This is CBB’s 50th issuance of short-term 
Sukuk Ijarah on behalf of the Bahraini 
government.

BISB makes a loss
BAHRAIN: Bahrain Islamic Bank (BISB) 
reversed into a loss in the third quarter of 
this year from the corresponding period of 
last year, which it attributed to a threefold 
increase in provisioning for bad loans. 

The net loss amounted to BHD1.4 million 
(US$3.71 million), compared to the net 
profi t of BHD6.3 million (US$16.7 million) in 
the same period last year. While a decline 
in income from investments was cited as 
another reason, allocating for the bad loans 
increased to BHD2 million (US$5.31 million) 
from BHD600,000 (US$1.6 million). 

In addition, BISB recorded a 58% plunge in 
income to BHD4.8 million (US$12.7 million), 
compared to BHD6 million (US$16 million) in 
the same quarter last year. 

The bank said in a statement that it had 
complied with regulators’ demands to book 
higher provisions for bad debts. Bahrain’s 
central bank has required banks to book 
provisions of 50% during the fi rst half of the 
year on their exposures against two troubled 
Saudi groups, Saad and Ahmad Hamad 
Algosaibi and Brothers, which are undergoing 
debt restructuring..

Solid performance
UAE: First Gulf Bank, which has an Islamic 
window, posted a 9% increase in net profi t 
to AED930 million (US$253.2 million) in the 
third quarter, compared to AED850 million 
(US$232 million) in the corresponding period 
last year.

“Our core banking businesses remain the 
engine driving our growth and are behind 
our strong fi nancial results. Simultaneously, 
we continue to focus on our subsidiaries 
and associate companies. Besides 
complementing our core operations, they 
also carry a strong future earning potential,” 
said CEO Andre Sayegh.

The achievement was mainly due to a strong 
balance sheet, which generated a 56% 
rise to AED2.8 billion (US$762 million) in 
net interest and Islamic fi nancing income 
from the AED1.8 billion (US$490 million) 
generated in the fi rst nine months of 2008. 

Loans and advances also grew, by 4.6% 
to AED90 billion (US$24 billion) in the 
third quarter, while deposits grew 6.7% to 
AED89.4 billion (US$24.3 billion).

continued...
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Triumphant performance
UAE: Shariah indices performed well in the 
third quarter compared to their conventional 
counterparts, according to fi nancial services 
fi rm SEI Investments (Middle East). As at 
end-September 2009, the MSCI World 
Islamic Index return was 6.03% while the 
MSCI World Index return was 5.82% in US 
dollar-denominated terms.

Over the past credit-challenged quarters, the 
MSCI World Islamic Index has maintained a 
good track record with lower volatility than 
the MSCI World Index, with the assumption 
that Shariah indices that had built up over 
the credit crisis would give way as markets 
and fi nancials went into recovery mode as 
they entered the third quarter of 2009.

SEI senior executive offi cer Jahangir Aka 
said: “Considering the MSCI World Islamic 
Index versus the MSCI World Index back to 
January 2004, as at end September 2009, 
the Islamic index not only outperformed but 
also consistently performed well through a 
bull and bear market.”.

Improved results
SAUDI ARABIA: Saudi Electricity Company 
(SEC), the utility which recently issued a 
Sukuk, posted a 15% increase in third 
quarter net profi t to SAR1.7 billion (US$461 
million) over the corresponding quarter of 
last year. Its quarterly revenues also rose, by 
9.3% to SAR7.9 billion (US$2 billion).

It said the profi t hike was due to the 
seasonal peak demand and the installation 
of new plants that help to curtail increases 
in costs, as well as the company’s better 
control over its expenses..

DIC sets loan margin
UAE: Dubai International Capital (DIC), 
which has launched the syndication of a 
US$550 million loan to refi nance a bridge 
loan, will reportedly pay a margin of 4% 
over the London Interbank Offered Rate/
Emirates Interbank Offered Rate. According 
to the report, the medium term fi nancing 
of DIC, an international investment unit of 
Dubai Holding, will comprise both Sukuk and 
conventional loans that will mature in August 
2011.

However, it will also provide the option 
for an additional year with an extra point 
percentage in interest. The syndication is 
due to be closed on the 12th November. DIC 
is due to repay US$600 million in bank loans 
on the 2nd November. The report also said 

that aside from Dubai Holding guaranteeing 
it, the loan would also be secured by shares 
in the special purpose vehicles which hold 
two of DIC’s investments — KEF Holdings 
and Travelodge.

Risk management
UAE: Emirates Islamic Bank (EIB) has 
appointed Emcredit, the UAE’s fi rst credit 
bureau, to provide credit information 
reporting services. Emcredit’s Credit Scope 
provides a company’s or individual’s credit 
history, which EIB said it will use to check the 
repayment history of loan applicants 
as well as their capability to service 
new and existing debts.

The system will also enable EIB to improve 
services to existing customers and mold its 
products and services based on the credit 
history of its customers, the bank’s general 
manager of retail banking Faisal Aqil, said.

ADIB picks Advent
UAE: Abu Dhabi Islamic Bank (ADIB) has 
appointed Advent Software, a provider of 
software and services for the investment 
management industry, to provide an 
integrated portfolio management and client 
relationship management solution for its 
new global wealth management division.

ADIB’s global wealth management 
executive vice-president, Malik Sarwar, said 
“Advent Portfolio Exchange will give us the 
capabilities to meet the wealth management 
industry’s practice requirements, as well as 
the scalability to grow the business in line 
with our vision of being a top tier Islamic 
fi nancial services group.”

Crude oil fund fares well
BAHRAIN: Capivest announced 10% in profi ts 
following the successful exit of its Optimum 
Fund, consisting of the Dow Jones Islamic 
Index and commodities—crude oil and copper. 
The successful exit, according to Capivest’s 
executive director of treasury and fi nancial 
institutions, Hasan Habib, is signifi cant under 
current market conditions, as it has boosted 
confi dence in the bank’s business strategy of 
sectoral and geographical diversifi cation. 

The bank also prides itself for meeting 
investors’ needs via products with full 
capital protection. Habib had also urged all 
investment banks to proactively plan their 
respective projects to enhance investor 
confi dence and regain their trust in the 
markets. 
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ASIA
Apparel maker downgraded

MALAYSIA: Malaysian 
Rating Corporation (MARC) 
has downgraded garment 
manufacturer Hytex Integrated’s 
(Hytex) RM100 million (US$30 
million) Murabahah Underwritten 

Notes Issuance Facility/Islamic Medium 
Term Notes (MUNIF/IMTN) to ‘MARC-3ID/
BBB-ID’ from ‘MARC-2ID/A-ID’, with a 
developing outlook. The downgrade refl ects 
the current strain on Hytex’s liquidity due 
to weaker industry fundamentals, recent 
operating losses, and its heavy debt burden. 

MARC believes that Hytex’s profi tability and 
cash fl ow will remain under pressure in the 
near-term due to continued under-utilization 
of its manufacturing capacity, and the 
declining trend in forward order volumes 
reported by global sportswear makers. The 
developing outlook of the ratings is based 
on Hytex’s proposed debt restructuring 
scheme, which is still in progress and 
currently pending regulatory approval for the 
issuance of redeemable convertible secured 
loan stocks. It also incorporates MARC’s 
view that successful completion of the debt 
restructuring is central to the stabilization 
of Hytex’s credit profi le and the easing of 
current liquidity pressure.

Shareholder’s support
MALAYSIA: RAM Ratings 
has reaffi rmed the 
enhanced long- and short-
term ratings of ‘AA2(s)’ 

and ‘P1(s)’ respectively for FEC Cables’ 
RM130 million (US$38 million) Islamic 
medium term notes facility (2006/2019) 
and RM20 million (US$6 million) Murabahah 
underwritten notes issuance facility 
(2006/2013). The long-term rating has a 
stable outlook.

RAM Ratings’ took into consideration 
largest shareholder Permodalan Nasional’s 
(PNB) past fi nancial assistance, its active 
involvement in the turnaround of FEC Cables’ 
operations and the expected economic 
incentive for it to continue supporting the 
company. PNB is a government-linked 
investment company.

FEC Cables’ credit profi le is, however, 
restrained by the company’s weak balance 
sheet and debt-servicing ability; its gearing 
ratio stood at 17.07 times as at end-May 
2009 (end-December 2008: 8.68 times) 

while its funds from operations to debt 
coverage ratio only came up to 0.06 times 
(end-December 2008: 0.05 times).

RAM said that in the fi rst fi ve months of 
2009, FEC Cables, which manufactures and 
sells power and telecommunication cables, 
remained in loss and exposed to high cus-
tomer-concentration risk as orders from its 
two biggest customers, government-backed 
utilities Tenaga Nasional and Telekom Malay-
sia, had yet to pick up due to escalating com-
modity prices, particularly copper.

MIDDLE EAST
Still going strong

UAE: Rating agency 
Capital Intelligence (CI) 
has affi rmed corporate 
bank Al Masraf’s foreign 

currency ratings at ‘BBB+’ long-term and ‘A2’ 
short-term, refl ecting its strong ownership. 
CI maintains the bank’s ‘BBB’ fi nancial 
strength rating due to its good profi tability 
and strong capital base while tighter liquidity 
and relatively weak asset quality were cited 
as the concerns.

CI also noted that while the global economic 
crisis may infl uence its asset quality and future 
earnings, Al Masraf retains a stable outlook 
for having moderate exposure to the most 
severely affected sectors. “Although net profi t 
fell last year due to mark-to-market losses 
on investments and lower recovery of loans 
previously written off, the bank’s return on 
average assets ratio was still strong,” it said.

Al Masraf, which offers Shariah compliant 
products, is owned by the UAE federal 
government (42.28%), the Libyan Arab 
Foreign Bank (42.28%) and Banque 
Exterieure D’Algerie (15.44%).
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The global fi nancial crisis was akin to a typhoon which swept across 
countries the world over without discrimination. Conventional and 
Islamic fi nancial institutions alike were affected by the downturn. 

However, many Islamic fi nance practitioners argue that the degree 
suffered by their industry was of a miniscule proportion compared to 
its conventional counterpart. 

This was evident especially among the Islamic funds many of which 
saw only relatively marginal declines as opposed to the sharp plunges 
experienced by conventional funds. One of the main reasons was that 
Shariah compliant funds excluded fi nancials as a result of their high 
leveraging.

That was then. As markets begin to recover, fi nancial stocks are the 
vehicle pushing the conventional funds to surpass the Islamic ones. 
According to a recent Lipper report, Islamic funds registered for sale 
in the GCC gained “only” 4.68% against the 16.03% increase for 
conventional funds. 

Research analyst Merieme Boutayeb said Lipper’s extension of its 
universe to Asian funds and its taking into account those domiciled 
in Malaysia and Indonesia helped narrow the gap. “Indeed, Shariah 
compliant funds increased 12.04% during fi rst half 2009, boosted 
for the major part by the performances of funds invested in Asian 
emerging markets,” she said.

AmIslamic Funds Management executive director Mohd Fauzi Mohd 
Tahir told Islamic Finance news that investors should therefore now 
focus on equities in sectors like plantation, construction, properties 
and consumer products as demand picks up.

In Malaysia, he elaborated, the plantation sector is expected to gain 
from the overall bullish stance on commodities. Expecting the weaker 
prices of crude palm oil to be short-lived, Mohd Tahir said the prices are 
likely to hold above the current RM2,100 (US$624) per metric tonne 
level and strengthen in the medium term due to the low output season 
that is due to start from December up to the fi rst quarter of 2010.

AmIslamic Funds Management is also bullish on the Malaysian 

construction sector, based on the direct and indirect benefi cial fallout 
from the government’s stimulus packages which are aimed at boosting 
the economy. It stated that there will be greater demand for properties 
due to the wealth creation effect following recovery in the economy 
and stock market.
It also predicts that the consumer products sector will continue to pick 
up in line with higher demand in the wake of the economy’s rebound, 
while telecommunications companies are being seen as attractive due 
to the strong cash fl ow that would lead to higher payout of dividends. 
Its fund, AmIttikal, has exposure to all of the sectors mentioned.

Mohd Fauzi said there is every indication to suggest that the global 
recession is ending or is about to end, with a recovery underway. “Even 
the export sector will probably see some rebound as evident from the 
rising US Institute for Supply Management (ISM) manufacturing new 
order index. 

“This would provide some help to the export-driven economies in 
Asia which will take time to restructure their economies to be more 
consumer-driven.

“All these imply that the market uptrend will continue. We maintain 
our medium term positive view but believe that the near term rally is 
capped until better macro clarity unfolds for second half of 2010 and 
full-year 2011. We will accumulate stocks on weakness and continue 
to trade on market volatility,” he added. 

By Raphael Wong

MALAYSIA
Promising Sectors

“... investors should therefore 
now focus on equities in sectors 
like plantation, construction, 
properties and consumer 
products as demand picks up”
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The Central Bank of Bahrain (CBB) this week upgraded Bahrain-based 
Islamic investment fi rm Capital Management House (CMH) from an 
“Investment Business Firm- Category 1” to a “Wholesale Investment 
Bank”.

CMH, which was established in 2006, said the license enables it to 
offer a wider range of wholesale banking products and services to its 
shareholders and client base as well as to receive banks’ and clients’ 
deposits. CMH plans to expand its range of investment and fi nancial 
products and services and to offer its shareholders and clients a wider 
range and mix of investment choices.

Islamic Finance news  spoke to CMH vice chairman and managing 
director Khalid Mohammed Najibi on the fi rm and its ability to remain 
in the black since its inception. He explained that it is CMH’s policy 
not to enter into markets it does not fully understand or investments 
unless it is fully convinced.

“We take a lot of time on the due diligence aspect. Also, we do not 
invest according to the current trends or latest momentums in the 
market unless there are strong partners which we have alliance with, 
such as Gulf Finance House, Arcapita Bank and Al Salam Bank. “It 
defi nitely depends on the markets and opportunities,” he said, adding 
that leveraging on established partners in a joint venture is one way 
to mitigate credit risk, which is assessed by several institutions rather 
than just one.

The formula seems to have worked so far. Despite starting off with an 
initial capital of US$50 million, CMH has recorded a net profi t, albeit 
small, since Day One. It recorded a 256% rise in profi t to US$14.4 mil-
lion in its fi nancial year last year compared to US$5.6 million in 2007.

On CMH, which is owned by regional fi nancial institutions from Saudi 
Arabia, Bahrain, the UAE and Jordon as well as family institutions, 
Najibi recalled that it was the fi rst to be issued the Category 1 license 
by the CBB three years ago. “Our key focus since inception is on the 
GCC and the wider MENA region,” he explained.

The institution has a real estate portfolio in and around Bahrain, 
one being a partnership with Al Salam Bank in the Industrial Land 

Muharraq, which is a sea bed plot of 4.4 million sq m adjacent to 
the Bahrain International Airport. It also owns Danaat Resort and the 
Raffl es City, which are under construction. “We are also working with 
other fi nancial institution to launch an equity fund and a Sukuk fund 
in 2010. This year, CMH, together with other fi nancial institutions, 
acquired a stake in a US$2.2 billion power generation project in 
Bahrain, the biggest project on the island in terms of size,” he added.

CMH’s investments do not end there. It also acquired a utility fi rm, 
Viridian, the largest power generator and supplier in Northern Ireland, 
together with Arcapita Bank, as well as Mumbai IT and Telecom in 
India in partnership with Gulf Finance House. But one of its major 
investments in the energy sector is its majority stake in First Energy 
Bank as well as the launch of its Libya Fund, a private equity fund 
established to invest in the energy, healthcare and other promising 
sectors in Libya in 2007.

The fund went into partnership with Tuareg Capital to establish TAB 
Energy. It won two signifi cant drilling contracts in 2008, with Woodside 
Energy, an oil company in Australia, and multinational Shell.

“We wanted to distinguish ourselves from other institutions by not 
focusing only on real estate. Even so, we fi rmly believe in real estate 
as a part of our diversifi cation and asset allocation, but it is important 
to provide our investors with a wider spectrum of the different asset 
classes.With Libya being a frontier market, you need to establish a 
close alliance to manage your risk. However, the opportunities are 
promising in these markets. If you structure a tool very well, like this 
(Libya) fund, the result can be seen from the contracts that we have 
secured,” he said.

Asked whether CMH would change its infrastructure, strategies and 
policies after being upgraded as a wholesale investment bank, Najibi 
said it is mandatory to upgrade its current infrastructure to comply with 
CBB’s requirements. “We have to work to upgrade the infrastructure, 
which is close to 80% completion as this is a process we decided on 
early last year.

“Upgrading to investment bank will enable us to secure deposits from 
banks as well as high net worth individuals. It will open doors in terms 
of the services we can provide and the products that we can offer,” he 
said, adding that its philosophy, strategy and policies that have proven 
successful will remain. 

By Raphael Wong

BAHRAIN
Prudence brings profi ts

Vince Cook
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The exponential growth and evolution of Islamic fi nance today 
has proven that Shariah compliant investment has emerged to be 
attractive, that it is no longer seen as an alternative investment but 
to be regarded as a competitive and sophisticated part of the global 
fi nancial system. Governments at global fi nancial centers such as 
Singapore, Hong Kong and London, where most of the people are non-
Muslims, have recognized the potential in Islamic fi nance.

The depth and breadth of Islamic fi nance has grown tremendously 
in terms of innovation and complexity of products offered, especially 
in the area of Islamic funds. This article discusses the development 
of Islamic investment funds, comprising Islamic unit trust fund and 
exchange-traded funds (ETFs), with an analysis of the trends of a 
number of funds launched and assets under management (AUM) for 
the fi ve years since 2003.

Islamic funds have continued to provide relevance and strong value 
proposition against conventional funds as the market recovers from 
the sub-prime crisis, as Shariah principles reject excessive risk and 
leverage such as credit default swaps and high risk instruments.

There were 478 Islamic unit trust funds in the world as at end-August 
2009, amounting to 0.6% of the total universe of 79,286 funds. 
Nevertheless, the number of Islamic funds launched has grown at an 
exponential rate of 254% with an annualized rate of 25%. Malaysia 
has the highest number of Islamic funds launched with 151 funds or 
32% of the market share.

In respect of AUM, the Islamic unit trust funds amounted to US$27 
billion, taking only 0.17% of the total pie of US$15.8 trillion. The fi ve-

year annualized growth is 69% and the highest year-on-year growth for 
AUM during the period is from 2004 to 2005, recording a triple digit 
rise of 440% from US$1.9 billion to US$10 billion.

Funds registered in Saudi Arabia make up the largest pie in terms of 
AUM — US$15 billion or 54% of the total. Both Malaysia and Saudi 
Arabia contributed 60% of the global Islamic AUM. The AUM has 
increased exponentially since 2003.

However, the AUM took a dip of US$4 billion or -17% from 2007 to 
2008 despite the 22% increase in the number of funds. This was due 
to the global fi nancial crisis which caused most assets to plummet to 
a record low. However, the overall AUM rose back to US$27 billion as 
of now.

Of the 478 Islamic funds, Islamic ETFs make up 0.9% of the total 
universe of ETFs. As at end-August 2009, there were 17 ETFs, all being 
equities. The fi rst Islamic ETF was launched in 2006 with a fund size of 
US$2 million. The following year saw eight new ETFs being launched. 
As Islamic investment funds are still in their infancy, there is defi nitely 
greater potential for growth in terms of the number of funds and AUM 
in various asset classes.

Generally, all assets show growth, with equity funds dominating the 
market in terms of the number of funds, taking a 50%-55% chunk 
of the pie yearly since 2003. Mixed or balanced assets funds came 
in second while money market funds followed a close third. All three 
assets depict the same trend since 2003.

Islamic Funds Thus Far
By AmIslamic Funds Management

continued...

AUM & Total Number of Funds from 2003 to 2009 (August)

2003 - 2004
2004 - 2005
2005 - 2006
2006 - 2007
2007 - 2008
2008 - 2009
5 years Growth
5 Yrs Ann. Growth

27.41%
23.84%
25.35%
39.33%
22.31%
5.05%
254.07%
24.96%

a)  Total Number of Funds YOY Growth

2003 - 2004
2004 - 2005
2005 - 2006
2006 - 2007
2007 - 2008
2008 - 2009
5 years Growth
5 Yrs Ann. Growth

42.55%
439.95%
107.91%
30.78%
-16.59%
13.97%
1889.40%
69.39%

b)  AUM YOY Growth

135
100

0

120

130

400

500

160

No. of Funds

No. of Funds

AUM (US$ ‘mil)

30,000

25,000

20,000

15,000

10,000

5,000

0

Calendar Year
2003 2004 2005 2006 2007 2008 2009 (Aug)

Asset Under Management and Total Number of Islamic  Funds
for the past 5 years

Notes:
Most of unit trust AUM started to provide data in 2004. 
ETF historical AUM is not available, latest data available is for August 2009

Source: Lipper Investment Management 
(data extracted on the 7  October 2009)

172

213

267

478

455

372

AUM (US$ ‘mil)



www.islamicfi nancenews.com
SECTOR REPORT

Page 17© 23rd October 2009

Marketing and strategic product development unit
AmIslamic Funds Management
AmInvestment Group

www.ambankgroup.com

Islamic Funds Thus Far (continued)

The acceptability of, and demand for, Islamic funds is refl ected in their 
AUM. The fund size for equity funds in 2003 took up almost 80% of the 
total AUM of US$1.4 billion. 

The trend changed in 2005 when money market funds stood at US$4.3 
billion and equity funds at US$4.9 billion, totaling 89% of total Islamic 
fund size. From 2006 to 2007, equity funds dominated the market in 
terms of fund size, representing 57% of the AUM pie.

However, 2008 saw a dip in AUM for the equity funds, losing US$6 
billion from RM16 billion to RM9.7 billion, while money market funds 
saw a gain, standing at US$11.6 billion, recording almost 50% of the 
overall AUM during this fi nancial period and overtaking equities as the 
most preferred asset class.

This could indicate investors’ change in appetite towards money 
market funds as investors could shy away from equity funds and shift 
to “safer” assets such as money market funds which have low volatility 
and rising liquidity against the backdrop of the fi nancial uncertainties. 
Money market funds continue to be the dominating asset class at 
US$12.9 billion, 5% higher than equities as at end-August 2009.

As the prospects for the equity market get better in line with global 
recovery, the returns for Islamic equity funds have been positive, 
averaging 26% year-to-date in line with the global recovery worldwide 
markets. This could eventually increase the AUM and surpass the pre-
crisis levels.

It is also important to note that the drop in AUM of equity Islamic funds 
appeared to be less affected by the fi nancial crisis compared to the 

conventional equity funds. This is in the Dow Jones Islamic Market 
World Index which has fallen by -30% versus the MSCI World Index’s 
-35%.

Conclusion 
Islamic funds have seen a steady growth over the years and will 
continue to move upward as there are plenty of opportunities and 
demand from investors. 

Shariah principles and values such as less leverage, transparency and 
no excessive risk, coupled with a robust regulatory and legal frame-
work, provide an important underlying foundation which will contribute 
towards its overall growth and resilience, making it an attractive invest-
ment in any market environment, especially today’s.

AUM (US$ ‘mil)

Calendar Year

2003 2004 2005 2006 2007 2008 2009 (Aug)
Source: Lipper Investment Management 
(data extracted on the 7  October 2009)
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As an alternate business model that continues to attract serious 
investors globally, Islamic banking today is a fait accompli. An industry 
with a current AUM (assets under management) of US$3 trillion and 
with a potential to grow to US$10 trillion by 2012 cannot be treated 
lightly, especially when sovereign governments swear by this model 
and are working feverishly to put into place the enabling legislations 
to fuel its growth.

The key catalysts for the growing popularity of Islamic banking have 
been the billion-plus global Muslim population, the promise of better 
returns and better risk mitigation. The last item has assumed critical 
importance in the light of the current recession brought about by 
fi nancial profl igacy in the conventional banking space globally. This 
in essence also indicates that Islamic banking is attracting investors 
from among the non-Muslim population as well.

It is important to revisit the unique aspects of Islamic banking and 
review the challenges faced by this growing business model. Islamic 
banking is built on the cornerstones of the tenets of the Quran, which 
proscribes receipt or payment of interest in fi nancial transactions, 
avoidance of speculation and trading in commodities that confl ict 
with Shariah principles, such as pork and liquor. Additionally, Islamic 
banking works on the basis of risk-based returns and does not approve 
of committed returns which would be akin to payment of interest.

In the initial years of Islamic banking it was easier to ensure Shariah 
compliance, since trade used barter as a key instrument underlying 
each transaction. However, with advancement in civilization and growth 
of global economies, it became imperative to extend Shariah compliant 
business models to the traditional products of Islamic banking such 
as Musharakah, Murabahah, Mudarabah and Ijarah, to name a few, 
without barter as the underlying enabler. Today’s products are focused 
on lending and investment, which use availability of capital funds and 
fi nance for the entrepreneurial initiatives of individuals and corporate 
entities.

Today, Islamic banking has gone beyond such simplistic interpretations 
of what constitutes a Shariah compliant model of Islamic banking. 
Islamic fi nancial institutions today compete against the best names 
in conventional banking and faith alone is not the driving factor for 
investors to opt for Islamic banking products and institutions.

This article examines the challenges, and reasons thereof, that hinder 
a wider and accelerated acceptance of Islamic banking globally as an 
alternate business model that is not necessarily driven by faith alone.

Skeptical about Islamic banking?
Interpreting fi nancial reporting and risk identifi cation through the prism 
of conventional banking standards is the single biggest hindrance to 
the smooth implementation of Islamic banking. Further, in the absence 
of any codifi ed law and the need to abide by the tenets of the Quran, 
there is a surfeit of contrasting interpretations of the guidelines by 
different Shariah scholars and schools of thought. The Accounting 
and Auditing Organization of Islamic Financial Institutions (AAOIFI) was 
formed to act as the apex body vested with the mandate of unifi cation 
and codifi cation of the accounting standards.

However, given the regional pulls and pushes, progress has been slow 

towards achievement of these goals. In the interim, each organization 
constitutes its own Shariah board which is all-powerful in terms of 
reviewing the Shariah compliance of different products offered by the 
fi nancial institutions and their business processes.

Given the above scenario, there are allegations of malpractices 
including fi nancial impropriety in lieu of overlooking non-compliance of 
Shariah guidelines by products and practices of a fi nancial institution. 
It must also be remembered that many top level executives of 
Islamic banks and fi nancial institutions have spent a portion of their 
careers in conventional banking, and may carry their experience and 
interpretations into their new responsibilities. They tend to straitjacket 
Islamic products to fi t into their idea of returns calculation and cynical 
interpretation — that it suffi ces to rename interest as profi t sharing 
in order to classify a conventional loan product as Murabahah-based 
asset fi nancing.

This skepticism about the Islamic banking model is further 
accentuated because Islamic fi nancial institutions also have to deal 
with conventional banks due to the lack of liquidity. Their contracts 
with conventional banks often have to be tailored to address the 
expectations of these counterparties, leading to deviations from 
Shariah guidelines. While the guidelines allow for the purifi cation of 
the returns through donations or Zakat, it is this process which leads 
to cynicism that the entire accounting is actually conventional banking 
under the garb of Islamic banking.

Islamic Banking – Sham or Alternate Business Model?
By Bhaskar Iyer
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Other reasons for such cynicism include:
Banks pushing their business agenda and cutting corners regarding • 
actual compliance of Shariah guidelines.
Limitations of the technology solutions implemented in the banks, • 
leading banks to accept half measures and glossing over of non-
compliance.
Inadequate commitment levels from auditors and lack of clarity on • 
penalties for non-compliance with Shariah guidelines.
Most banks operate globally. As a result, they have to ensure that • 
they comply with the accounting norms for conventional as well 
as Islamic fi nancial institutions such as International Financial 
Reporting Standards (formerly known as the International 
Accounting Standards) & AAOIFI. This creates a huge overhead in 
terms of cost and effort of compliance. Besides, there is a paucity 
of trained manpower capable of enabling such compliance. Hence, 
there is a tendency to overlook actual Shariah guidelines.

Sustainability of the Islamic banking model
Islamic banking is here to stay. The aggressive advocacy of Islamic 
banking by governments of countries in the Middle East and Malaysia, 
plus the grudging acknowledgement of its acceptance in Europe 
and the US — even if driven by economic considerations and having 
to attract foreign investments — has ensured that this happens. 
However, its sustainability and long term survival, once established, 
will depend entirely on how aggressively and effectively Islamic banks 
can develop innovative products that would allow them to meet the 
growing competition they face from their conventional counterparts.

The current fi nancial crisis has revealed an inherent weakness in the 
conventional banking model, which has given the Islamic banking 
industry an opportunity to showcase its strength in terms of being a 
viable alternative to conventional banking.

According to a study by Tower Group, total Islamic banking assets 
are expected to grow at 15% annually between 2008 and 2010. It 
estimated that the number of fi nancial services institutions offering 
Islamic products has grown to more than 250 and their holdings now 
represent an estimated US$750 billion in Islamic assets. Of this, 
US$350 billion is held by fully Islamic fi nancial institutions and the 
remaining US$400 billion by conventional banks that offer Islamic 
banking services.

To enable sustenance of this rapid growth and a larger share of 
the market, it is necessary to standardize and unify the regulatory 
framework and a transparent risk monitoring framework that spans 
the entire gamut of banking operations across both conventional and 
Islamic banking. A universal acceptance of AAOIFI and strengthening 
of the same through co-opting it into the global fi nancial regulatory 
process will bring about universal acceptance of Islamic banking 
as an alternative and competing business model and play a major 
role in helping the Islamic banking Industry stand its ground against 
competition.

Regulatory challenges to the growth of Islamic banking
Keeping in mind the pace at which the Islamic banking and fi nance 
industry has been spreading its wings since the 1970s, it is imperative 
that the regulatory frameworks binding this industry be brought in line 
with the growing needs of the industry.

The challenge is mainly due to regulatory bodies’ reluctance to 
rock the boat in terms of the established norms for the supervision 

of the fi nancial sector. Extending the regulatory conditions for the 
conventional banking sector to Islamic banking is akin to driving a 
square peg into a round hole.

Conventional banking practices measure all aspects of fi nancial 
transactions on the basis of committed returns and guarantee of 
principal. While these are desirable needs that have evolved over 
centuries of existence and legislation of conventional banking, these 
are anathema to Islamic banking, which is built on the foundation of 
risk-based returns.

It would not be out of place to state that conventional banking is 
savings and returns oriented while Islamic banking is investments-, 
risks- and rewards-based. In effect, what this means is that the Islamic 
banking model predominantly functions like an investment bank and 
hence, the regulatory framework applicable to an investment bank 
would be more suitable to the requirements of an Islamic bank rather 
than the general banking framework.

In countries such as Nigeria or India, which have a history of confl ict 
between religious groups, it is very diffi cult for regulatory bodies to 
decide on allowing banks of a particular religious school of thought 
to come on board. 

Hence the need of the hour is for governments to put into place parallel 
legislation that can govern both conventional and Islamic banking, 
while ensuring that the end goals of risk management and fi nancial 
supervision remain aligned. The benefi ts of having a comprehensive 
framework would be opening doors to opportunities in investments 
and capital infl ow from other countries such as the Middle East.

Conclusion
In a global situation where every one in four is a Muslim, Islamic 
banking provides the right channel. The current popularity of Islamic 
banking is a convincing argument that, with appropriate products and 
practices, mainstream banks and fi nancial institutions can bring this 
large mass of population into its fold.

At the end of the day, there is no reason for Islamic and conventional 
banking to be working at cross-purposes. The underlying principles of 
both streams remain aligned towards service and the betterment of 
their customers.

Islamic Banking – Sham or Alternate Business Model? (continued)

Bhaskar Iyer
Vice president
Enterprise Products Group
Infrasoft Technologies
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Fax:  + 91 22 6649 2233
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When the Banks Association of Turkey (BAT) and its members, 
together with Deloitte Consulting, drafted and presented the “Istanbul 
International Financial Center – Feasibility Study” back in October 
2007, none of the Turkish Islamic banks (known as participation 
banks) had been involved and the Islamic fi nance sector as a whole 
was not mentioned at all.

Though BAT was full of high hopes for Istanbul to become a regional 
fi nancial hub, there were a number of obstacles that appeared to 
threaten the prospects. From the outset it looked like a lost battle.

However, the Turkish government did not ease its efforts: relentless 
meetings and consultations were held. A special task force became 
the driver of an initiative worthy of the envisaged central position of 
Turkey in the regional fi nancial landscape.

Turkey is located centrally in the Islamic world, between the Middle 
East and Southeast Asia. It is also at the geographical crossroads of 
the global fi nancial currents between North and South as well as East 
and West.

In a staunchly secular environment — where Islamic banks can only 
be known as participation banks and where even the Islamic banking 
vocabulary and product names are stripped to completely neutral 
terms, such as special current accounts, participation account and 
participation funds — Islamic fi nance so far has never gained its 
rightful place in the Turkish world of fi nance.

Nevertheless, the participation banks have thrived, expanding their 
business and relative market share continuously. Their assets — spread 
over four competitive fi nancial institutions — amount to a combined 
and internationally respectable US$19.5 billion.

On the sidelines of the International Monetary Fund-World Bank 
annual meetings in Istanbul in early October 2009, Turkish deputy 
prime minister Ali Babacan presented the “Strategy and Action Plan for 
Istanbul Financial Center (IFC-Istanbul)” which confi rmed that Istanbul 
aims to become “a signifi cant and prominent fi nancial center”.

However, Turkish central bank governor Durmus Yilmaz has gone 
further in placing Islamic fi nance visibly and by name on the country’s 
fi nancial road map. He told the Seminar on Islamic Finance: During 
and After the Global Financial Crisis, jointly organized at about the 
same time by the Islamic Financial Services Board, the World Bank, 
the Islamic Development Bank and the Institute of International 
Finance in Istanbul:

“In the Turkish context, the Islamic fi nance practices are embodied in 
a uniquely defi ned compartment of the banking system. These banks 
are called as participation banks and they constitute an integral part 
of the Turkish banking system …

“Participation banks are authorized … to collect funds … under the 
‘profi t and loss participation accounts’ and the ‘special current 
accounts’. The profi t and loss participation accounts are essentially 

… an Islamic fi nancial instrument, where the bank utilizes the funds 
deposited by account holders to fund specifi c business activities. Any 
profi ts earned are shared between the account holder and the bank, 
according to an agreed ratio.

“Participation banks … mainly offer two types of lending. One is 
Murabahah and the other, Ijarah, with terms similar to those offered 
by other leasing companies.

“Participation banks … have been expanding rapidly in recent years. 
Their assets’ share of the total banking sector rose from 1.9% at end-
2002 to 3.7% at end-2008. They have provided fi nance to mainly 
small- and medium-sized dynamic fi rms.”

With the Turkish Participation Banks Association offi cially included as 
a full cooperating organization in the offi cial Strategy and Action Plan 
(SAP) — which among others has special focuses on the education 
of human resources, the introduction of new interest-free fi nancing 
instruments and market infrastructure, as well as relevant tax issues 
and general promotion — it appears that opportunity is knocking on 
the door for the Islamic fi nance industry.

That the SAP does not involve the sector in the further development of 
the leasing industry is a regretful omission, as Ijarah operations form 
an important part of the day-to-day operations of Turkish participation 
banks.

At the same time, prospective Takaful operators will be rejoicing 
since the further development of new insurance products is also an 
important action item. 

Regretfully again, it is without a representative voice as the Islamic 
fi nance industry is not directly named as a cooperating organization 
in this respect.

Excellent timing and careful lobbying will be of crucial importance now 
to push the envelope to the limit and consolidate the Islamic fi nance 
industry’s position to its optimum.

With a still growing population and the door to Europe remaining 
open, and also with a huge potential for Shariah-based mortgages (in 
a virtually non-existent local mortgage market), and lots of available 
infrastructure projects in the pipeline, as well as a prospective Takaful 
market in sight, Islamic fi nance in Turkey could be at the brink of a 
serious breakthrough.

Islamic Banking in Turkey: Can Istanbul become 
an Islamic Finance Center?

By Paul Wouters
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Ijarah credit card structure
The Ijarah-based credit card is seen as a better alternative compared 
to the Bai Al-Ina and Tawarruq credit cards that have drawn much 
criticism. Initiated by Kuwait Finance House (KFH) in the form of 
the KFH Ijarah card or the recently launched baytik, it allows the 
cardholders to acquire durable goods on a ‘lease-to-own’ (Ijarah 
Muntahia Bittamleek) transaction from certain stores that have a co-
operative existing relationship with the Islamic Bank.

When a customer purchases the goods, he or she acts as a 
representative or Wakeel of the bank, so a Wakalah contract also 
implicitly exists. At the time of purchase, ownership is with the Islamic 
bank, but after a certain period of time, the ownership is transferred to 
the customer. This will depend on the type of ownership transfer that 
is used in the Ijarah.

Ijarah based credit cards can be interpreted as an Ijarah Muntahia Bit 
Tamleek transaction between an Islamic bank and a customer with the 
simplicity of a card where there must be an underlying asset involved 
in the transaction. All of the Islamic jurisprudence principles and rules 
in an Ijarah would apply to an Ijarah based credit card.

For example, the type of goods that can be the subject of an Ijarah 
must be of the non-consumable (Isti’mali) or durable type because 

the transfer in an Ijarah is initially a usufruct transfer which does not 
involve the transfer of the whole thing including the corpus.

Ujrah credit card structure
Ujrah- (or fee) based model was fi rst implemented in the Skywards 
Emirates Islamic Bank (EIB) credit card. This was later followed by 
the Al-Islami credit card and Islamic Visa card (Al Tayseer credit card), 
issued by Dubai Islamic Bank and Kuwait Finance House respectively.

Islamic credit cards that use the Ujrah model can be regarded as the 
simplest form of all of the structures that are being used. In essence, 
the Islamic bank guarantees payment of a customer’s purchases and 
charges a fi xed fee for this service. Therefore, the Islamic bank relies 
purely on maintenance and service fees (such as annual membership 
fee) charged to the customer and the cards do not involve any 
stratagems, as do Ijarah- or Tawarruq-based credit cards.

The Ujrah-based card lets customers spend beyond their available 
cash, where technically the Islamic bank purchases the item for them 
and pays the vendors. 

The customer is indebted to the bank for the purchase amount which 
is provided as a Qard Hasan. The Islamic bank charges a yearly or 
monthly maintenance fee for the Islamic credit card service or for 
letting customers hold an outstanding balance on the card, and fees 
for certain services such as request for credit card statement or cash 
advance.

Because the Islamic bank does not place any mark up on any purchase 
transactions by the customer as in the case of Murabahah or Ijarah 
and of course with no interest being charged, the maintenance and 
service fees are considerably higher than the usual fees present in 
other types of credit cards, both Islamic or conventional.

However, just like the other structures for Islamic credit cards, these 
fees are fi xed and are transparently known by the customer from 
the beginning. Any additions in payment would only exist should the 
Islamic bank have a late payment fee clause, the proceeds of which 
can only be directed to charitable purposes.

Due to its high fi xed fees, the Ujrah-based credit card would be most 
benefi cial for the type of customers who regularly use their card and like 
to carry their balance to the following months and spread payments, 
also known as revolvers. This also goes for other Islamic credit card 
structures because there is no such thing as a grace period, which is 
present in the conventional counterpart.

No matter how quick a person pays off the balance, he will still be 
charged the same fi xed fee that is charged in deferred installments. In 
practice, a number of institutions offering Ujrah cards do provide fee 
refunds to clients if they do not utilize the service.

Innovating Islamic Plastic (Part 2 of 3)
By Dr Sayd Farook

continued...

Part 1, in last week’s Issue 41 dated the 16th October 2009, dealt with the issues concerning conventional credit 
cards and existing Islamic credit cards in the market where it mentioned fi ve models for Shariah compliant cards. Two 
of them were discussed in Part 1, and this article begins with the other three.

 

BankCustomer

Merchant

Stage 1: Customer 
Applies for Ijarah Card 
facility & is approved

Stage 5: Customer 
pays periodical 

rental to bank for a 
specific period of 

time

Stage 4: Bank leases the bought goods to to 
customer for a specific period of time

Stage 6: Bank transfers ownership of the 
goods once payment is completed

Stage 2: Customer 
uses Ijarah card from 
cooperating store & 
automatically engages 
in lease to own 
transaction with bank

Stage 3: Bank 
pays the store for 

the goods the 
customer bought 

and purchases 
the goods

Ijarah-based credit card as practiced by Kuwait Finance 
House (Baytik Card)



www.islamicfi nancenews.com
FOCUS

Page 22© 23rd October 2009

Innovating Islamic Plastic (Part 2 of 3) (continued)

Kafalah credit card structure
The Kafalah-based model employed by Shamil Bank in Bahrain is 
structured around the fee for guarantee or assurance concept. Under 
the Kafalah concept as employed in this case, the bank is entitled 
to charge a fee to guarantee payment to the vendor. In conceptual 
terms, the Kafalah is a hybrid between the Ujrah structure and the 

Tawarruq/Bai al-Inah structures, since it charges a fi xed fee on every 
purchase, while some variations may also charge a nominal annual 
fee (for example, Gold cards). The Bank pays the vendor, subsequent 
to which the customer is obliged to repay the outstanding debt to the 
bank within 12 months. The fee structure is fl at and is therefore useful 
for those who would like to purchase items on installment. However, 
it is not convenient or cost effective for customers who like to repay 
their full facility on a monthly basis, since the fl at fee rate (for example, 
6.5%) is charged regardless of the days or months over which the 
customer withdraws the funds.

In terms of its Shariah substance, one could argue that it is also closely 
aligned with the substance of Shariah compliance, since it encourages 
people to only purchase goods that are required on a long term basis 
(as opposed to consumables). Nevertheless, while its fee structure 
provides incentives for purchasing non-consumption spending, it does 
not necessarily stop customers from utilizing it for deferred payment 
consumption spending.

Issues with existing Islamic credit cards in the market
The issue with existing Islamic credit cards is that the majority of them 
attempt to replicate the effects of conventional credit cards. Where 
they don’t try to do this and instead attempt to remain true to Islamic 
principles, they forgo profi tability or features. 

Many critics of Islamic credit cards cite the high fees associated with 
Islamic credit cards, which are only useful for revolvers, or those who 
consistently utilize the bank’s credit. Regardless, there is too much 
nomenclature and too little innovation in the Islamic credit card 
space.

Islamic credit cards do not necessarily offer a differentiated value 
proposition to customers. All types of reward programs, cash back 
offers, insurance and access to lounges have existed for long enough 
in the conventional space. In fact, they are not doing anything to reduce 
the reliance of customers on credit for consumption spending.

continued...

Comparison of credit cards offered in the market

Conventional Bai al Inah Tawarruq Ijarah Ujrah Kafalah

Revenue 
Generation

Interest on out-
standing

Mark-up on sale Mark-up on sale Rent of usufruct Fee for service  facility Fee for guarantee 

Return linked 
to tenure

Yes No No Yes No No

Late Payment 
Fees

Yes Yes (charity) Yes (charity) Yes (charity) Yes (charity) Yes (charity)

Over limit fees Yes No No No No No

Types of Assets Anything including 
cash

Permissible assets 
including cash 

Permissible assets 
including cash

Non-consumable 
assets

Permissible assets 
including cash

Permissible assets 
including cash

Cash Advances Additional charge 
and higher interest 
rate

Yes Yes No Fixed charge for cash 
advances taken in fi rst 
installment

Same charge as asset 
purchase

Shariah 
Compliance

Impermissible Malaysia Only Compliant (Saudi 
Arabia)

Compliant Compliant Compliant

Shariah 
Substance 

Impermissible Dubious Dubious Acceptable Preferable Preferable

Stage 1: Customer applies for credit card, upon acceptance, 
agrees to pay stipulated annual fees 

Stage 3: 
Customer buys 
merchandise/
withdraws 
money from Credit 
Card account as and 
when required CREDIT 

FACILITY (2)

TRANSFER TO MERCHANT/ 
WITHDRAWAL (3)  

CARD 
ACCOUNT

Merchant
/ATM

PERIODIC PAYMENTS (4)

Stage 4: Customer repays 
credit extension and annual 
fees periodically

Bank Customer

CUSTOMER APPLICATION AND APPROVAL (1)

Ujrah-based credit cards
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Innovating Islamic Plastic (Part 2 of 3) (continued)

While Muslim countries have not reached the debt levels of the 
developed world, it is likely that they will become credit hungry as 
fi nancial systems develop, competition intensifi es and banks start 
offering increasingly higher credit limits. This was exactly the concern 
raised by Sheikh Isham Ishaq at the Annual AAOIFI (Accounting and 
Auditing Organization for Islamic Financial Institutions) conference 
held in Bahrain in 2007. 

He believes that engaging in the credit card space on the same terms 
as conventional banks bring the Islamic fi nance industry to the same 
outcomes as the debt-ridden consumerist and materialistic societies 
of the developed world.

The problem with the existing cards in the credit card market is that 
all the features are directly or indirectly aligned to increasing the 
debt of the customer. For instance, card users gain reward points for 
increased use of the card. In addition, they gain additional points for 
selected locations, which can be converted for plane tickets and other 
gifts based on their usage of the credit card.

Credit card issuers will claim that their cards are neither positive 
nor negative, that they are neutral. It is up to the card user to use 
it for personal benefi t or detriment. What they neglect to mention is 
that there is nothing stopping the card user from using it to personal 
detriment. 

Neither is it in the interest of the card provider that the card user 
stops using the card for certain detrimental acts such as exacerbating 
irresponsible spending, since this would lead to a decline in substantial 

revenues for the credit card issuer. What credit card providers don’t do 
but should be doing is informing customers of the ills of credit cards, 
much like how smokers are warned about the ills of smoking every time 
they pick up a cigarette pack; often with grotesque pictures. Perhaps 
such warnings will only come with credit cards when the holders 
themselves make public how they suffered due to reckless use of the 
cards, and how the way credit cards are presently encouraged to be 
used are destructive to society and its values, such as the preservation 
of religion, life, family, wealth and security.

Then the government may need to regulate the industry and rein in 
the power of the banks to abuse the trust of customers. Alternatively, 
the banks will attempt to voluntarily regulate themselves in response 
to social pressure and in order to legitimize their activities. This is 
already occurring in most developed fi nancial markets where credit 
card penetration is high.

So what are Islamic credit card issuers to do? Obviously, credit cards 
provide some real utility for customers, which is why they still exist and 
cannot be ignored from a legitimate needs-based perspective, which 
Islam supports. 

There are two ways credit cards can be offered within Islamic and 
ethical constraints. One is to use the existing offerings but provide 
increased customer education in terms of proper credit card use. This 
can be easily implemented within Islamic fi nancial institutions with 
appropriate will power from the regulatory authorities.

The second is to devise an innovative product that are in line with 
customers’ desire to utilize the card for valid and justifi able reasons, 
such as liquidity management, long term purchases and emergency 
liquidity. All of these can and should be provided within an Islamic 
credit card, without having to charge customers’ exorbitant interest, 
fees or profi ts yet still produce profi ts for the issuer.

The third and fi nal part of this article will provide the outline of a 
credit card solution developed by Dar Al Istithmar and Oxford Islamic 
Finance.

The views expressed in this article are those of the author only and 
should not be attributed in any way to Dar Al Istithmar’s Shariah 
Supervisory Board. Further, the author does not provide any assurance 
on the Shariah compliance of the views expressed or any products 
mentioned in this article.

Dr Sayd Farook
Senior consultant
Dar Al Istithmar
sayd.farook@daralistithmar.com

Stage 1: Customer applies for credit card, upon acceptance, 
agrees to pay transaction based Kafalah fees over a twelve 
month period
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/ATM

CUSTOMER APPLICATION AND 
APPROVAL (1)

Kafalah credit cards
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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?

My career in banking began with a three-year spell at an international 
bank operating in South Africa. When I moved to Deloitte Financial 
Services I was able to persuade the executives at Deloitte South Africa 
to give me the Shariah advisory business. Absa Islamic Banking was 
one of our key clients, so I have been able to watch this business as it 
grew to a critical mass in a very short space of time.

What does your role involve?
Absa Islamic Banking is the largest Islamic bank in South Africa and 
has been acknowledged to be the best Islamic bank in Africa and the 
Middle East (non- GCC). My role, as I take over this exciting division of 
the largest retail bank in South Africa, is to build on the achievements 
of my predecessor. There is a big opportunity to grow our customer 
numbers, product range and services within South Africa. The 
expansion of our footprint on the African continent is a prospect that 
fi lls me with excitement. As the growth of Islamic banking increases 
the demand for scarce skills, I am committed to attracting the best 
talent in the industry to our team.

What is your greatest achievement to date?
I’m particularly proud of having persuaded Deloitte South Africa to 
allow me to start a Shariah advisory business for them. Deloitte was 
far-sighted in realizing the opportunity in this country, despite the 
relatively small Muslim community and the limited number of Islamic 
fi nancial institutions. I also feel proud to have been entrusted with the 
leadership of Absa Islamic Banking in the critical period when it moves 
from being a new development to exerting its infl uence as the largest 
and best Islamic bank in southern Africa.

Which of your products/services deliver the best 
results?

Our customers enjoy what has been acknowledged by the Internation-
al Monetary Fund as the sixth best banking system in the world. Absa 
Islamic Banking offers its customers the ultimate in access through its 
world class digital solution, which includes internet and cell phone bank-
ing, as well as the largest ATM and branch footprint in the country. 

This enables them to bank 24/7 from anywhere in the world. This is 
supported by an exceptional Shariah board that combines strength in 
the local and regional cultural dynamics with internationally recognized 
Shariah expertise.

What are the strengths of your business?
One is the sincere commitment to Islamic banking by the senior 
leadership of Absa. They committed funds and skills to starting this 
business because they had a vision of a bank where every member 
of the diverse South African population can fi nd fi nancial products 
that fulfi ll one’s needs. They have realized that vision. For me, having 
the backing of the power of Absa in southern Africa and of Barclays 
globally makes me feel that I can take on with confi dence all of the 
challenges faced in growing an Islamic bank in a region that is not 
governed under Shariah.

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

In addition to the enormous footprint and cutting edge infrastructure 
of Absa, coupled with the loyal support of the leaders of this organi-
zation, the commitment and determination of my team are a major 
contributing factor. When I ventured into Islamic banking, I was told 
that every member of the team I inherited believes that this is their 
own business. I see them pitching in to work on projects completely 
outside of their job description and I experience this passion every day 
in our offi ce.

What are the obstacles faced in running your busi-
ness today?

The competition for experience and talent is as fi erce in South Africa 
as it is in the rest of the world, which is why we have put a great deal 
of effort into working with our local Banking Sector Education and 
Training Authority towards developing training materials in Islamic 
banking to be used by all South African banks. 

Another is innovation in product development. Operating in an 
environment where the local laws are not aligned with the Shariah 
throws up regular hurdles in the product development process. To 
its credit, the South African National Treasury has demonstrated its 
commitment to addressing these challenges but it will be some time 
before there is reasonable alignment.

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

Given the strong focus on ethics and morality in the Islamic banking 
framework, I see enormous opportunities for broad growth into various 
forms of ethical banking that will appeal to a wide audience beyond the 
followers of Islam. Already the Vatican newspaper has acknowledged 
that Islamic banking, being a faith-based offering, deserves 
consideration by the broader the fi nancial world as conventional 
banking is experiencing so much economic distress. I expect to see 
Islamic banking competing with conventional banking globally and 
contributing towards a unique value proposition.

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

I would like to see the global Islamic banking standard setting bodies 
become more aligned with international conventional standard setting 
bodies. Rigorous regulation of our approach will assist in the need for 
greater harmonization towards a globally uniform Shariah approach.

Name:

Position:

Company:

Based:

Age:

Nationality:

Amman Muhammad

Managing director

Absa Islamic Banking

Johannesburg, 
South Africa

37

South African
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LEGAL STRUCTURE Unincorporated investment fund that invests in the Wafra Ijara KWD Fund III

STRATEGY

The fund seeks to purchase equipment for lease. The fund will select high quality lessees, with a particular 
focus on ‘Fortune 1000’ companies and those found to be of high credit quality. The equipment portfolios will 
have a diverse range of leases and equipment types, thus reducing overall fund risk. The entire portfolio will be 
invested in accordance with Shariah principles and overseen by a board of Shariah scholars

FUND TERM 5 years with two possible one-year extensions

OFFERING PERIOD 27th September 2009 to 11th October 2009

SUBSCRIPTION PRICE KWD10 (US$35) per unit

MINIMUM INVESTMENT KWD30,000 (US$105,000) with multiples of KWD10,000 (US$35,000)

CLOSING DATE
11th October 2009 or such other date as the National Bank of Kuwait shall deem necessary in its sole 
discretion

INVESTMENT PERIOD 
DISTRIBUTIONS

The fund intends to make 60 to 84 payments to each investor of lease income at a lease yield to be fi xed at the 
end the subscription period

SALES CHARGE A one-time fee of 2% upon subscription

MANAGEMENT FEE 1% per annum

FUND MANAGER Wafra Capital Partners, Cayman Islands

SHARIAH ADVISORS
A Shariah board headed by Dr Mohamed A Elgari, with Sheikh Yusuf Talal DeLorenzo and Sheikh Nizam 
Yaquby

DISTRIBUTOR National Bank of Kuwait

AUDITOR Eisner

REPORTING Annual audited fi nancial statements

Islamic KD Ijara Fund III

For more termsheets, visit www.islamicfinancenews.com

Economists view the establishment of mega Islamic banks as a mechanism to improve the Islamic fi nance 
industry. Will these banks play a role in overcoming the challenges faced by the industry? And, does jurisdiction 

or size matter in spurring a new era of growth for Islamic fi nancial institutions?

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, 28th October 2009.

Next Forum Question
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NOMURA
JAPAN: Nomura’s chief economist for China, 
Mingchun Sun, has been appointed head 
of its China equity research. With his vast 
research experience, Sun will work with 
analysts in Hong Kong and Shanghai to 
coordinate Nomura’s economic, strategic 
and sectoral China research.

He became Nomura’s chief China economist 
in October last year and earlier to that was 
China economist at Lehman Brothers. Before 
starting his banking career, he worked at 
China’s State Administration of Foreign 
Exchange. Nomura’s Islamic unit, Nomura 
Islamic Asset Management, is based in 
Malaysia.

HSBC
UAE: HSBC has hired Citigroup’s co-head of 
equities Kaveh Samie as managing director 
and head of equities, responsible for the 
bank’s equities and investment banking 
businesses in the Middle East. Before joining 
Citigroup in 1993, he was with fi nancial 
services provider Oppenheimer & Co and 

previous to that he worked for Switzerland-
based Bank Julius Baer and Prudential 
Securities covering asset managers and 
family groups from the region.

CITI
HONG KONG: Citi has appointed Jing Zhao 
and Simon Yoo as co-heads of its fi nancial 
institutions group (FIG) in the Asia-Pacifi c, 
replacing Dan McNamara who has joined 
Japan-based fi nancial conglomerate group 
Nomura. Zhao has 15 years banking 
experience and is currently Citi’s chairman 
of China investment banking. She will 
continue in this role alongside the co-head 
role, keeping offi ces in both Beijing and Hong 
Kong. She joined Citi in 2006 from Morgan 
Stanley to lead the China investment banking 
effort.

Yoo, who is head of the fi nancial 
entrepreneurs group in Japan, will relocate 
to Hong Kong to take up his new position 
before end of the year. He joined Citi’s FIG 
in New York in 1997 and was co-head of FIG 
Japan from 2005 to 2007.

BNP PARIBAS
SINGAPORE: France-based Shariah 
compliant products and investment provider 
BNP Paribas has appointed Fortis Bank CEO 
Peter Foo as a senior banker to oversee 
sovereign wealth funds, supranational and 
central banks (SCB) in Asia, effective from 
the 1st November 2009. Concurrent with 
his new role, Foo will continue to serve as 
the CEO of Fortis Bank in Singapore until its 
integration with the French bank is complete.

Foo will be responsible for developing 
business relating to SCBs, working across 
the entire product range, from capital 
markets and strategic investments to asset 
management and custody services.

Foo joined Fortis Bank Singapore in 
2000 as head of global markets, and he 
became the CEO in 2004. Before that, he 
worked for Chemical Bank, Bank of 
America and Bank Austria Creditanstalt. 
Fortis Bank became part of BNP Paribas 
in May 2009 following BNP Paribas’ 75% 
acquisition, including its asset management 
and the private bank.

Keynote Speakers at WIBC 2009
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Chief Executive Offi  cer & General Manager
The Islamic Corporation for the 

Development of the Private Sector, 
the private sector arm of the 

IDB Group, Saudi Arabia

H.E. Rasheed M. Al Maraj 
Governor 

The Central Bank of Bahrain 

H.E. Heng Swee Keat
Governor

Monetary Authority of Singapore

New Strategies for New Economic Realities

1,200 market leaders. 50+ countries. 1 Gathering: WIBC 2009.  WIBC: The World’s Largest Gathering of Islamic Finance Leaders

16th Annual

6, 7 & 8 December 2009, Gulf Hotel, Kingdom of Bahrain

Supported by

Investment Management Partner

Strategic Partner

Strategic Exchange Partner

Knowledge Partner

Islamic Financial Services
Associate & Award Auditor

Islamic Finance Administration Partner

Wholesale Banking Partner 

UK Pavilion Hosted by

Gala Dinner & Award Ceremony Host 

Singapore @ WIBC Hosted by

Media Associate To participate in this prestigious event contact:  sophie@megaevents.net  |  t:+971 4 343 1200  |  f:+971 4 343 6003  |  P.O. Box 72045, Dubai  |  www.megaevents.net/islamic_banking

MEGA Brands. MEGA Clients. Market Leaders. | Shaping the Future of the Islamic Finance Industry Since 1993

Multilateral Strategic PartnerBahrain Pavilion Hosted by

Platinum Strategic Partners Platinum Strategic PartnersPlatinum & Transaction
Banking Partner
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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

Monthly Returns for ALL funds (as of the 21st October 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 CIMB Islamic Money Market CIMB-Principal Asset Management 0.19 Malaysia

2 Al Rajhi Commodity Mudarabah - EUR Al Rajhi Bank 0.21 Saudi Arabia

3 AlAhli Euro Murabahat The National Commercial Bank 0.26 Saudi Arabia

4 CMS Islamic Money Market CMS Trust Management 0.28 Malaysia

5 FALCOM SAR Murabahah FALCOM Financial Services 0.32 Saudi Arabia

6 Euro International Trade Finance - Al Sunbula Samba 0.34 Saudi Arabia

7 TA Islamic CashPlus TA Investment Management 0.36 Malaysia

8 Al Rajhi Commodity Mudarabah - SAR Al Rajhi Bank 0.38 Saudi Arabia

9 FALCOM EURO Murabahah FALCOM Financial Services 0.39 Saudi Arabia

10 Watani USD Money Market National Bank of Kuwait 0.40 Cayman Islands

Eurekahedge Islamic Fund Index* 9.44

Eurekahedge North America Islamic Fund Index

Monthly returns for Global funds (as of the 21st October 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Syariah Fortis Equitra Amanah Fortis Investments 18.80 Indonesia

2 Atlas Islamic Atlas Asset Management 17.02 Pakistan

3 TA Dana Fokus TA Investment Management 16.99 Malaysia

4 Saudi Equity (Al Raed) Samba 16.83 Saudi Arabia

5 AlAhli Saudi Trading Equity The National Commercial Bank 16.17 Saudi Arabia

6 ETFS Physical Gold ETFS Metal Securities 15.47 Jersey

7 Mandiri Investa Syariah Berimbang Mandiri Manajemen Investasi 15.37 Indonesia

8 Riyad Equity 2 Riyad Bank 13.27 Saudi Arabia

9 Mega Dana Syariah Mega Capital Indonesia 13.03 Indonesia

10 Alfalah GHP Islamic Alfalah GHP Investment Management 12.14 Pakistan

Eurekahedge Islamic Fund Index* 1.92
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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 21/10/09 Sep-09 Aug-09   July-09 June-09  May-09  Apr-09

SPSHX S&P 500 Shariah 974.977 945.321 913.542 899.016 842.797 836.573 799.755

SPSHEU S&P Europe 350 Shariah 1211.106 1134.881 1095.741 1058.270 977.823 995.630 894.958

SPSHJU S&P Japan 500 Shariah 980.029 994.367 996.042 959.584 908.760 878.263 826.363

Index Code Index Name 21/10/09 Sep-09 Aug-09   July-09 June-09  May-09  Apr-09

SPSHAS S&P Pan Asia Shariah 928.925 916.579 846.106 867.704 780.340 797.647 708.922

SPSHG S&P GCC Composite Shariah 745.318 725.528 688.379 669.202 654.208 671.614 599.648

SPSHPA S&P Pan Arab Shariah 127.450 123.831 118.463 115.322 112.643 113.860 102.133

SPSHBR S&P BRIC Shariah 1179.564 1066.062 973.014 996.242 924.814 978.497 807.592

Index Code Index Name 21/10/09 Sep-09 Aug-09   July-09 June-09  May-09  Apr-09

SPSHGU S&P Global Property Shariah 694.632 655.839 625.881 641.907 592.683 586.922 506.477

SPSHIF S&P Global Infrastructure Shariah 99.256 96.587 82.238 80.488 75.034 75.918 66.983

50

170

290

410

530

650

770

890

1010

1130

1250

S&P Pan Asia Shariah
S&P GCC Composite
S&P Pan Arab Shariah
S&P BRIC Shariah

21/10/09 Aug-09 July-09 June-09 May-09 Apr-09Sep-09



www.islamicfi nancenews.com
SHARIAH INDEXES 

Page 30© 23rd October 2009

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 2407 15395.70 12043.26 5.00 1.00 352.31 0.00 2.93 0.00

DJIM US 620 6652.62 6206.85 10.01 2.40 352.31 0.13 5.68 0.00

DJIM Titans 100 100 6761.56 6047.60 60.48 40.10 352.31 12.56 5.83 0.21

DJIM Asia/Pacifi c Titans 25 25 1004.36 677.20 27.09 22.89 75.66 12.56 11.17 1.85

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

Data as of the 21st October 2009

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World 0.09 4.11 3.90 3.09 12.46 24.00 27.62 30.44

DJIM US -0.22 3.14 3.03 2.86 9.16 17.64 18.03 21.32

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 0.35 4.09 3.60 2.72 9.33 20.20 17.89 17.82

DJIM Asia/Pacifi c Titans 25 0.24 3.04 -0.08 -0.87 10.17 24.94 29.06 29.64

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                                                                                                                                                                         OCT 2008 – OCT 2009

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

1 Saudi Electricity Saudi Arabia Sukuk 1,867 1 13.0 HSBC, Samba Financial Group

2 Petronas Global Sukuk Malaysia Sukuk Ijarah 1,498 1 10.4 Morgan Stanley, CIMB, Citigroup

3
Terengganu Investment 
Authority

Malaysia Sukuk Murabahah 1,422 1 9.9 AmInvestment

4 TDIC Sukuk UAE Sukuk Ijarah 1,000 1 7.0
Standard Chartered, HSBC, Abu Dhabi 
Commercial Bank

5 Islamic Development Bank Saudi Arabia Sukuk Wakalah 850 1 5.9 BNP Paribas, CIMB, Deutsche Bank, HSBC

6 Kingdom of Bahrain Bahrain Sukuk Ijarah 750 1 5.2 Deutsche Bank, HSBC, Calyon

7 Republic of Indonesia Indonesia Sukuk Ijarah 650 1 4.5
Standard Chartered, HSBC, Barclays 
Capital, Persero) Danareksa, Trimegah 
Securities, Bank Mandiri

8 Khazanah Nasional Malaysia Sukuk Musharakah 601 3 4.2
CIMB, AmInvestment, Maybank Investment 
Bank

9 Cagamas Malaysia Murabahah MTN 589 4 4.1
Standard Chartered, AmInvestment, 
Maybank Investment Bank, HSBC, CIMB, 
RHB Capital

10 Syarikat Prasarana Negara Malaysia Ijarah MTN 573 1 4.0 CIMB, Maybank Investment Bank

11 Abu Dhabi Islamic Bank UAE Sukuk 545 1 3.8 JPMorgan Securities

12 Danga Capital Malaysia Sukuk Musharakah 444 1 3.1 CIMB, AmInvestment

13 Islamic Republic of Pakistan Pakistan Sukuk 441 3 3.1
Standard Chartered, Dubai Islamic Bank 
Pakistan

14 Penerbangan Malaysia Malaysia Murabahah MTN 411 1 2.9 HSBC, CIMB, AmInvestment

15 MISC Malaysia Murabahah MTN 368 2 2.6 HSBC, CIMB, AmInvestment

16 Seafi eld Capital Malaysia Sukuk Musharakah 269 1 1.9 CIMB

17 Saudi Hollandi Bank Saudi Arabia Sukuk 207 1 1.4 Saudi Hollandi Bank

18
Dar Arkan Real Estate 
Development Company

Saudi Arabia Sukuk Ijarah 200 1 1.4 HSBC, Samba Financial Group

19 Projek Lintasan Shah Alam Malaysia Murabahah MTN 174 4 1.2 RHB Capital

20 PLUS SPV Malaysia Sukuk Musharakah 151 1 1.1 BIMB Holdings, CIMB

Total 14,409 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                                                                                                                                                                        JULY 2009 – OCT 2009

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

1 Petronas Global Sukuk Malaysia Sukuk Ijarah 1,498 1 31.37 Morgan Stanley, CIMB, Citigroup

2 TDIC Sukuk UAE Sukuk Ijarah 1,000 1 20.94
Standard Chartered, HSBC, Abu 
Dhabi Commercial Bank

3 Islamic Development Bank Saudi Arabia Sukuk Wakalah 850 1 17.80
BNP Paribas, CIMB, Deutsche Bank, 
HSBC

4 Syarikat Prasarana Negara Malaysia Ijarah MTN 573 1 11.99 CIMB, Maybank Investment Bank

5 Khazanah Nasional Malaysia Sukuk Musharakah 214 1 4.48
CIMB, AmInvestment, Maybank 
Investment Bank

6 Islamic Republic of Pakistan Pakistan Sukuk 174 1 3.65 Standard Chartered

7 MISC Malaysia Murabahah MTN 172 1 3.60 HSBC, CIMB, AmInvestment

8 UMW Holdings Malaysia Musharakah MTN 141 1 2.95 Maybank Investment Bank

9 CIMB Islamic Bank Malaysia Sukuk Musharakah 86 1 1.79 Maybank Investment Bank

10 Makro Utama Malaysia Sukuk Istisna 28 1 0.60 Kenanga Investment Bank

11 TSH Sukuk Ijarah Malaysia Ijarah MTN 15 1 0.31 OSK Investment Bank

12 Tanjung Langsat Port Malaysia Sukuk Musharakah 11 1 0.24
Malaysian Industrial Development 
Finance

13 Offshoreworks Capital Malaysia Musharakah MTN 11 1 0.23 MIDF Amanah Investment Bank

14 Serrisa Sinar Malaysia Murabahah MTN 3 1 0.06 MIDF Amanah Investment Bank

Total 4,776 14 100.00
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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                                 JULY 2009 – OCT 2009  

Amt US$ m Iss   %

US dollar 3,348 3 70.3

Malaysian ringgit 1,253 10 26.2

Pakistan rupee 174 1 3.7

Total 4,776 14 100.0

ISLAMIC BONDS BY CURRENCY                                      OCT 2008 – OCT 2009

Amt US$ m Iss %

Malaysian ringgit 6,290 51 43.7

US dollar 4,748 5 33.0

Saudi Arabian riyal 2,273 3 15.8

UAE dirham 545 1 3.8

Pakistan rupee 441 3 3.1

Total 14,409 67 100.0

ISLAMIC BONDS                                                               OCT 2008 – OCT 2009 

Manager or Group Amt US$ m Iss %

1 CIMB 2,871 27 19.9

2 HSBC 2,530 14 17.6

3 AmInvestment 2,047 10 14.2

4 Samba Financial Group 1,033 2 7.2

5 Standard Chartered 956 8 6.6

6 Maybank Investment Bank Bhd 717 11 5.0

7 JPMorgan 545 1 3.8

8 Morgan Stanley 499 1 3.5

9 Citigroup 499 1 3.5

10 Deutsche Bank 463 2 3.2

11 RHB Capital 335 9 2.3

12 Abu Dhabi Commercial Bank 333 1 2.3

13 Calyon 250 1 1.7

14 Barclays Capital 217 1 1.5

15 BNP Paribas 213 1 1.5

16 Saudi Hollandi Bank 207 1 1.4

17 Dubai Islamic Bank Pakistan 133 2 0.9

18 BIMB Holdings 129 3 0.9

19
Malaysian Industrial 
Development Finance

98 7 0.7

20 EON Bank 66 3 0.5

Total 14,409 67 100.0

ISLAMIC BONDS BY COUNTRY                                         OCT 2008 – OCT 2009

Amt US$ m Iss %

Malaysia 7,788 52 54.1

Saudi Arabia 3,123 4 21.7

UAE 1,545 2 10.7

Indonesia 762 5 5.3

Bahrain 750 1 5.2

Total 14,409 67 100.0

ISLAMIC BONDS                                                          JULY 2009 – OCT 2009

Manager or Group Amt US$ m Iss %

1 CIMB 1383 6 29.0

2 HSBC 632 3 13.2

3 Standard Chartered 508 2 10.6

4 Morgan Stanley 499 1 10.5

4 Citigroup 499 1 10.5

6 Maybank Investment Bank 427 2 8.9

7 Abu Dhabi Commercial Bank 333 1 7.0

8 Deutsche Bank 213 1 4.5

8 BNP Paribas 213 1 4.5

10 Kenanga Investment Bank 28 1 0.6

11
Malaysian Industrial 
Development Finance

25 3 0.5

12 OSK 15 1 0.3

Total 4,776 14 100.0

ISLAMIC BONDS BY COUNTRY                                    JULY 2009 – OCT 2009  

Amt US$ m Iss %

Malaysia 2,751 11 57.6

UAE 1,000 1 20.9

Saudi Arabia 850 1 17.8

Total 4,776 14 100.0
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SUKUK MANAGERS OCT 2008 – OCT 2009 

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  27,142,615,149 170 54.5

2 CIMB  6,790,106,562 122 13.6

3 AMMB Holding  2,644,639,034 104 5.3

4 HSBC Banking Group  2,277,482,554 38 4.6

5
Malaysian Industrial Development 
Finance 

 1,718,897,442 308 3.4

6 RHB Banking Group  1,560,427,495 59 3.1

7 Citigroup  1,267,746,162 7 2.5

8 Morgan Stanley  1,215,000,000 5 2.4

9 Samba Financial Group  933,261,000 1 1.9

10 Malayan Banking  835,546,118 105 1.7

11 Standard Chartered  618,764,268 16 1.2

12 Barclays Bank  435,500,000 3 0.9

13 Affi n Holdings  366,389,995 39 0.7

14 Cagamas  330,276,280 26 0.7

15 OSK Holdings  254,441,277 27 0.5

16 OCBC Bank  236,589,261 32 0.5

17 EON Capital  225,438,862 87 0.5

18 United Overseas Bank  197,826,602 14 0.4

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

20 Hwang-DBS (Malaysia)  91,033,333 12 0.2

SUKUK MANAGERS JULY 2009 - OCT 2009

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  14,370,600,000 20 57.6

2 CIMB  4,446,209,770 12 17.8

3= Citigroup  1,215,000,000 5 4.9

3= Morgan Stanley  1,215,000,000 5 4.9

5 RHB Banking Group  924,000,000 6 3.7

6 Malaysian Industrial Development 
Finance

 836,305,048 75 3.4

7 HSBC Banking Group  651,209,770 7 2.6

8 AMMB Holdings  388,408,220 19 1.6

9 Malayan Banking  209,629,768 12 0.8

10 Affi n Holdings  121,358,760 4 0.5

11 EON Capital  105,393,319 20 0.4

12 United Overseas Bank  100,000,000 4 0.4

13 OSK Holdings  95,000,000 6 0.4

14 Standard Chartered Bank  77,500,000 2 0.3

15 Cagamas  57,500,000 1 0.2

16 Hwang-DBS (Malaysia)  42,839,690 3 0.2

17 OCBC Bank  42,129,768 7 0.2

18 Hong Leong Financial Group  35,000,000 1 0.1

SUKUK ISSUERS OCT 2008 – OCT 2009 

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  8,340,558,223 23 19.2

2 Bank Negara Malaysia  7,154,190,149 126 16.4

3 BNM Sukuk  3,698,807,834 15 8.5

4 Bank Indonesia  3,641,458,663 53 8.4

5 Petronas Global Sukuk  3,000,000,000 2 6.9

6 Saudi Electricity  1,866,522,000 1 4.3

7 Khazanah Nasional  1,700,063,549 5 3.9

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

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

10 Cagamas  866,277,815 26 2.0

11 Perusahaan Penerbit SBSN Indonesia  794,953,034 4 1.8

12 ESSO Malaysia  698,917,844 13 1.6

13 Syarikat Prasarana Negara  577,872,000 2 1.3

14 MISC  572,905,000 6 1.3

15 Danga Capital  454,287,337 2 1.0

16 Pakistan (Government)  440,994,225 3 1.0

17 Penerbangan Malaysia  425,894,378 1 1.0

18 Malakoff  340,715,503 2 0.8

19 Rantau Abang Capital  287,900,000 1 0.7

20 Seafi eld Capital  269,733,106 9 0.6

SUKUK ISSUERS JULY 2009 - OCT 2009

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 BNM Sukuk  3,444,885,000 13 25.8

2 Petronas Global Sukuk  3,000,000,000 2 22.5

3 Malaysia (Government)  2,522,916,500 5 18.9

4 Bank Indonesia  977,207,514 13 7.3

5 Khazanah Nasional  706,310,000 2 5.3

6 Syarikat Prasarana Negara  577,872,000 2 4.3

7 MISC  572,905,000 6 4.3

8 Rantau Abang Capital  287,900,000 1 2.2

9 ESSO Malaysia  259,971,900 3 1.9

10 Pakistan (Government)  174,265,020 1 1.3

11 CIMB Islamic Bank  86,680,800 1 0.6

12 Cagamas  65,257,670 1 0.5

13 Mulpha International  51,365,055 7 0.4

14 Hytex Integrated  45,164,752 17 0.3

15 Hubline  42,891,970 4 0.3

16 Perbadanan Kemajuan Negeri 
Selangor

 42,667,140 4 0.3

17 Oilcorp  40,413,740 5 0.3

18 Goodway Integrated Industries  31,862,191 7 0.2

19 Alam Maritim Resources  29,112,785 2 0.2

20 Bayu Padu  29,039,285 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 21st OCTOBER 2009
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ISLAMIC LOANS RAISED       OCT 2008 – OCT 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 Qatari Diar Real Estate 
Investment 

Qatar 1,100,000,000

4 Borse Dubai UAE 827,000,000

5 Zain Saudi Arabia 775,000,000

6 Dubai Department of Civil 
Aviation 

UAE 635,000,000

7 Al Ghurair Centre UAE 347,225,701

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

9 Qatar Real Estate Investment Qatar 275,000,000

10 Dolphin Energy UAE 218,000,000

Burgan Co for Well Drilling 
Trading & Maintenance 

Kuwait 125,000,000

LOAN BOOKRUNNERS                   OCT 2008 – OCT 2009

   Lender
Pro Rata

(US$)
Full Credit 

(US$) Deals
Market 

Share %

1 Qatar Islamic Bank 1,100,000,000.00 1,100,000,000.00 1 24.7

2 Standard Chartered 542,112,850.50 1,821,225,701.00 2 12.2

3 Dubai Islamic Bank 495,500,000.00 2,109,000,000.00 2 11.1

4= Al Rajhi Banking & 
Investment 

387,500,000.00 775,000,000.00 1 8.7

4= Calyon Corporate & 
Investment Bank

387,500,000.00 775,000,000.00 1 8.7

6= Al Hilal Bank 368,500,000.00 1,474,000,000.00 1 8.3

6= Samba Financial 368,500,000.00 1,474,000,000.00 1 8.3

8 Mashreqbank 173,612,850.50 347,225,701.00 1 3.9

9= Noor Islamic Bank 127,000,000.00 635,000,000.00 1 2.8

9= Emirates Bank 127,000,000.00 635,000,000.00 1 2.8

9= Industrial & 
Commercial Bank of 
China 

127,000,000.00 635,000,000.00 1 2.8

9= WestLB 127,000,000.00 635,000,000.00 1 2.8

13= Liquidity 
Management House 
for Investment 

41,666,666.67 125,000,000.00 1 0.9

13= Gatehouse Bank 41,666,666.67 125,000,000.00 1 0.9

13= BNP Paribas 41,666,666.67 125,000,000.00 1 0.9

(12 Months) (12 Months)

(12 Months)

ALL DATA AS OF THE 21st OCTOBER 2009

LOAN MANDATED LEAD ARRANGERS OCT 2008 – OCT 2009 

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

1 Dubai Islamic 
Bank 

1,365,903,212.63 3,283,225,701.00 4 18.0

2 Qatar Islamic 
Bank

1,100,000,000.00 1,100,000,000.00 1 14.5

3 Standard 
Chartered

687,864,557.16 3,842,225,701.00 5 9.1

4 Samba Financial 583,214,285.71 2,977,000,000.00 2 7.7

5 Calyon Corporate 
& Investment 
Bank

430,961,344.54 2,796,000,000.00 4 5.7

6 Al Hilal Bank 368,500,000.00 1,474,000,000.00 1 4.9

7 HSBC 275,961,344.54 2,021,000,000.00 3 3.6

8= Bank of China 214,714,285.71 1,503,000,000.00 1 2.8

8= Alinma Bank 214,714,285.71 1,503,000,000.00 1 2.8

8= National 
Commercial Bank

214,714,285.71 1,503,000,000.00 1 2.8

11 Al Rajhi Banking & 
Investment 

172,647,058.82 1,075,000,000.00 2 2.3

12 Emirates Bank 170,403,212.63 982,225,701.00 2 2.2

13= National Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 2.0

13= Standard Bank 155,000,000.00 775,000,000.00 1 2.0

13= Gulf Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 2.0

16 WestLB 144,647,058.82 935,000,000.00 2 1.9

17= Qatar National 
Bank 

137,500,000.00 275,000,000.00 1 1.8

17= Qatar 
International 
Islamic Bank 

137,500,000.00 275,000,000.00 1 1.8

19= Noor Islamic Bank 127,000,000.00 635,000,000.00 1 1.7

19= Industrial & 
Commercial Bank 
of China 

127,000,000.00 635,000,000.00 1 1.7

21= Arab Bank Group 61,247,058.82 518,000,000.00 2 0.8

21= Societe Generale 61,247,058.82 518,000,000.00 2 0.8

23 Mashreqbank 61,050,271.45 647,225,701.00 2 0.8

24= Arab African 
International Bank

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

24= Abu Dhabi Islamic 
Bank 

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

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

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

28 BNP Paribas 42,647,058.82 425,000,000.00 2 0.6

29= Ahli United Bank 25,000,000.00 125,000,000.00 1 0.3

29= Liquidity 
Management 
House for 
Investment 

25,000,000.00 125,000,000.00 1 0.3

29= Gatehouse Bank 25,000,000.00 125,000,000.00 1 0.3

29= Boubyan Bank 25,000,000.00 125,000,000.00 1 0.3

33= Export 
Development 
Canada

17,647,058.82 300,000,000.00 1 0.2
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SUKUK BY COUNTRY                                  OCT 2008 – OCT 2009

   Country Volume Issued Volume Outstanding

Malaysia  31,786,131,456  20,375,509,391 

Indonesia  4,579,914,390  1,322,906,332 

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  440,994,225  440,994,225 

Bahrain  251,750,301  44,801,637 

Singapore  67,944,014  67,944,014 

Cayman Islands  -        -       

UAE  -        -       

Jersey  -        -       

LOANS BY COUNTRY                                     OCT 2008 – OCT 2009

 Country Volume (US$) Market Share(%)

UAE 3,501,225,701 46.2

Saudi Arabia 2,278,000,000 30.1

Qatar 1,375,000,000 18.1

Bahrain 300,000,000 4.0

Kuwait 125,000,000 1.6

SUKUK BY INDUSTRY                                  OCT 2008 – OCT 2009

Industry Volume Issued Volume Outstanding

 Sovereign  21,052,314,022  10,466,003,053 

 Other fi nancial  12,715,962,233  10,340,252,019 

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

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

 Energy company 1,985,214,278  1,959,660,615 

 Manufacturing  1,518,202,729  584,797,718 

 Transportation  1,388,048,585  1,231,920,241 

 Service company  808,754,188  626,578,517 

 Banks  350,133,384  350,133,384 

 Consumer goods  153,247,589  76,586,601 

 Gas distribution  74,673,481  -   

LOANS BY INDUSTRY                                     OCT 2008 – OCT 2009

 Industry Volume (US$) Market Share(%)

Utilities 3,277,000,000 43.2

Real estate 1,375,000,000 18.1

Financial services 827,000,000 10.9

Telecommunications 775,000,000 10.2

Government 635,000,000 8.4

Retail and supermarkets 347,225,701 4.6

Oil and gas 343,000,000 4.5

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 21st OCTOBER 2009
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