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It wasn’t that many years ago that the then 
wealthy western nations were reluctant to 
contribute to the International Monetary 
Fund’s (IMF) coffers so that it could help 
some developing countries which were in dire 
need of fi nancial aid. This week, European 
leaders asked that an emergency IMF fund 
be doubled to US$500 billion to help prevent 
the worldwide recession from escalating into a 
full-scale depression. What that really means 
is that they are lining up for the handout.

Jean-Claude Trichet, head of the European 
Central Bank, said that only emergency 
measures would help the world recover. 
However, to the leaders of Europe and the US, 
the “world” that they refer to only means their 
own countries. Last week, when the US looked 
up from the tip of its nose, it was only as far as 
China, and only because it wanted that Asian 
powerhouse to continue to bankroll its debt as 
it tries to spend its way out of the recession.

British prime minister Gordon Brown, who used 
to champion the fi nancial industry, now wants 
banks to make loans on prudent and careful 
terms. Having already effectively nationalized 
lender Northern Rock, he says banks must be 
servants of economy. They need to be better 
regulated, shake up their bonus culture and 
focus more on traditional activities such as 
mortgages and business loans as opposed to 
speculation.

To Brown, manufacturing and green technology 
would be the drivers of Britain’s economy, with 
banks playing a facilitating role. “We want to 
ensure that the new banking system that 
emerges over the coming years... becomes 
the servant of our economy and society, never 
its master,” he said.

Across the pond, the Obama administration 
this week began taking a hard look at the 
fi nancial condition of the country’s 20 biggest 
banks to determine whether they could hold 
up even if the downturn worsens further 
than expected. This is happening as rumors 
gather momentum that the US government 
may nationalize some of the banks as offi cials 
consider many of the top 20 banks “too big 
to fail.”

Alan Greenspan, the former US Federal 
Reserve Board chairman, has said that the 
government may be forced to temporarily 
nationalize some banks. Senior administration 
offi cials have reportedly indicated that a 
temporary part nationalization of some of 
America’s biggest banks may be required to 
stabilize the fi nancial sector, which is still in 
free fall.

Nationalization is a dirty word in US politics. 
Politicians there continue to thump for ideology 
over pragmatism. President Barack Obama 
campaigned on a promise that pragmatism 
will prevail over Washington-style politics. Yet, 
it continues to be politics as usual as billions 
of dollars in public funds are being poured into 
ailing fi nancial institutions that clearly need 
drastic makeovers, money over which no one 
else has a say once it goes into the banks.

So, if ideology is to remain a mainstay of US 
politics, why can’t that ideology be about 
ethics and good governance? Obama’s chief 
economic advisor Larry Summers has spoken 
of the necessity for progressive structuring of 
the market for the greater social good. The 
enforcement of ethical fi nancial practices 
can surely be an integral component of this 
progressive structuring.

From master to servant: Can 
banks transform?
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• 2008 net profi t for Ahli United Bank 
dropped to US$255.7 million from the 
previous year

• Gulf Finance House to pay a cash dividend 
of US$52.56 million for 2008

• The Islamic Bank of Thailand to allocate 
US$672 million in loans to revive the 
economy

• RHB Islamic Bank plans to target SMEs 
with Musharakah and Mudarabah 
offerings

• EONCAP Islamic Bank’s fi nancing 
schemes to boost loan growth up 8% in 
2009

• The Islamic Financial Services Board 
adopts two new standards

• London’s lord mayor commends Qatar on 
its role in the growth of Islamic fi nance in 
the UK

• National Bonds Corporation’s non-resident 
bondholders in Shariah compliant savings 
scheme rose by 35% in 2008

• CIMB-Principal Asset Management 
declares income distribution for its Islamic 
Short Term Sukuk Fund

• Indonesia urges Kuwait Finance House 
to make the country a key player in its 
expansion plans

• Deloitte to set up its third Islamic Finance 
Center of Excellence in Kuala Lumpur

• Analysts predict Islamic banking in 
Malaysia will still grow but its contribution 
to banks’ income will be minimal

• Asian Finance Bank may be appointed as 
Shariah advisor for several South Korean 
investment fi rms 

• Indonesia’s fi rst retail Sukuk raises 
US$463 million, exceeding initial target of 
US$142 million

• Abyaar Real Estate Development signs 
MoU with Global Investment House to 
reschedule US$153 million worth of debts 

• The International Zakat Organization and 
BMB Group to set up the Global Zakat and 
Charity Fund

• Dubai Financial Services Authority signs 
MoU with the Central Bank of the UAE for 
the cooperation of regulatory information

• Gatehouse Bank to close real estate deal 
worth US$128 million by mid-year

• BIMB Holdings’ net profi t for 2008 rose 
4.95% to US$97 million

• Al-Salam Bank Bahrain and Bahrain Saudi 
Bank are exploring a possible merger 
through a share exchange

• The Academy for International Modern 
Studies launches an online MBA program 
in Islamic banking and fi nance

• Bahrain will host the 5th Annual World 
Islamic Funds and Capital Markets 
Conference on the 25th and the 26th May

• Borse Dubai raises US$2.5 billion to 
refi nance its US$3.78 billion term loan 
and guarantee facility

• Global Investment House reports that 
recovery of the Sukuk market will depend 
on that of the global fi nancial industry

• Bank Asya’s unconsolidated net profi t for 
2008 increase by US$146.74 million

• Bank Islam opens its fourth branch in the 
state of Sabah, bringing its total number of 
branches in the country to 93

• An Islamic gold-backed tradable security to 
be launched in Dubai early next week

• Reliance Capital Asset Management 
picks Malaysia as the hub for all its global 
Islamic investment activities

• Dubai International Financial Centre says 
governments should start issuing Sukuk to 
fi nance projects

• Amanie Business Solutions launches a 
multiple methodology screening service for 
Islamic equities

• Research and Markets releases a new 
report on the Indonesian Islamic banking 
market

• Dubai Islamic Bank and Air Arabia 
introduce a ticket payment facility via the 
bank’s cash deposit machines

• Maldives’ ministry of Islamic affairs signs 
two MoUs with Fine Line Holding for 
Malaysian Shariah expertise 

• RHB Capital records 47% net profi t growth 
to US$286 million

• State Bank of Pakistan governor says 
Islamic funds are liquid despite global 
fi nancial crisis

• Kuwait Finance House Malaysia to spread 
awareness of Islamic banking in Sarawak 
with the launch of new branch 

• Standard & Poor’s report warns that 
profi ts of IFIs will be hit by real estate 
slowdown

• Dubai Islamic Bank’s 2008 net profi t 
drops 8% to US$471 million

• Matahari Putra Prima plans to raise up to 
US$17 million by issuing Sukuk

• Bank Negara Malaysia signs MoU with 
the UK Trade and Investment to promote 
cooperation in Islamic fi nance

TAKAFUL
• The Syrian Islamic Company for Takaful 

Insurance began operations early this 
week with a capital of US$22 million

• The sale of a 49% stake in American 
International Assurance is expected to be 
fi nalized this week for about US$20 billion

RATINGS
• Fitch downgrades the long-term IDRs of 

BTA Bank and Alliance Bank to ‘B+’ and 
‘B’ respectively 

• RAM Ratings reaffi rms Mid Valley Capital’s 
‘AAA’ ratings for its redeemable secured 
bonds

• Credit Agricole Cheuvreux ranks Qatar 
Islamic Bank as one of only three 
recommended GCC stock market 
investment choices for 2009

• Islamic International Rating Agency and 
the Turk Credit Rating Agency signs an 
agreement to develop the rating culture in 
Turkey

• MARC revises the outlook on the rating of 
Zecon Toll Concessionaire’s US$17 million 
BaIDS to negative from stable

• RAM Ratings reaffi rms ratings for Toyota 
Capital Malaysia’s Musharakah CP and 
MTN program

MOVES
• Head of asset management for BNP 

Paribas, Alain Papiasse, swaps roles with 
the investment banking head, Jacques 
d’Estais

• Barclays Global Investors names John 
Longley as head of national accounts for 
the US iShares ETFs Business

• Morgan Stanley appoints William M Wicker 
as vice-chairman of investment banking 
for the fi rm’s natural resources group

• HSBC appoints Jeff Bennett as head of 
leverage and acquisition for the Asia-
Pacifi c

• Nordin Mohd Zain is the new partner at 
Deloitte Malaysia

• Societe Generale restructures its executive 
management committee in its corporate 
and investment banking unit 

NEWS
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ASIA
Thai Islamic bank to 
provide loans
THAILAND: The Islamic Bank of Thailand will 
be offering THB24 billion (US$672 million) 
in loans to small business operators, 
tourism entrepreneurs and eligible students 
in the southern part of Thailand, the Thai 
fi nance ministry said.

An allocation of THB15 billion (US$420 
million) is to revive the economies of the 
affected provinces in the country, while 
THB1 billion (US$28 million) is for assisting 
Muslim students facing fi nancial diffi culties. 
Tourism operators will get THB5 billion 
(US$142 million).

Another THB3 billion (US$86 million) is for 
halal food producers, and deputy fi nance 
minister Pruttichai Damrongrat said this is 
to help boost Thailand’s share of the global 
halal food market, which currently stands at 
between 1% and 2%.

The Islamic Bank of Thailand also plans to 
issue US$500 million worth of Sukuk in the 
third quarter of this year to draw funds from 
Middle Eastern countries.

RHB Islamic targets SMEs
MALAYSIA: RHB Islamic Bank plans 
to tap the small- and medium-sized 
enterprise (SME) market this year and offer 
Musharakah and Mudarabah fi nancing. 
Managing director Jamelah Jamaluddin said 
the bank also aims to expand its assets by 
20% annually over the next three years to 
compete against bigger players.

The bank has received approval to open 
12 more branches this year, in addition to 
converting fi ve of its marketing branches 
into full-fl edged ones, she added.

CIMB-Principal: Bond 
prices could rise
MALAYSIA: CIMB-Principal Asset 
Management (CIMB-Principal) has declared 
an income distribution for its Shariah 
compliant fi xed income fund for the period 
ended the 31st January 2009.

The CIMB Islamic Short Term Sukuk Fund, 
which offers investors exposure to an 
income-yielding liquid investment that is 

www.gbcorponline.com

Global Banking Corporation B.S.C. (c) 
[GBCORP], incorporated in the 
Kingdom of Bahrain, is the region’s 
global Islamic investment bank.
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strategic investment bridges linking 
the region to global markets and 
actively facilitating global investment 
opportunities through building 
partnerships for mutual development.
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less volatile than conventional bond funds, 
declared a gross distribution of RM0.0028 
(US$0.0008) a unit or a distribution yield of 
0.27%.

The CIMB-Principal Xcess Income Fund 
generated a return of nearly 11%, while the 
CIMB-Principal Multi-Maturity Income Fund 1 
had a distribution yield of 2.5%.

“The income distributions show that our 
funds remain solid despite the challenging 
market,” said J Campbell Tupling, CEO of 
CIMB-Principal. “We expect the price of 
bonds to appreciate further, following Bank 
Negara Malaysia’s recent reduction of the 
overnight policy rate, to give more potential 
capital gain to investors,” he said.

Deloitte to set up third 
Islamic fi nance center
MALAYSIA: Financial advisory fi rm Deloitte 
will set up its fi rst Asian Islamic Finance 
Center of Excellence in Kuala Lumpur. It has 

similar setups in London and Dubai. The 
center will enable the fi rm’s international 
clients to replicate the success of Islamic 
fi nance practices in Malaysia.

“The concept of a center of excellence is 
a core of people who understand Islamic 
fi nance and all the complexities around 
the products,” said Deloitte’s CEO for Asia 
Pacifi c, Chaly Mah Chee Kheong. He added 
that the company has begun building a 
team of up to 10 professionals, and plans to 
recruit more.

Meanwhile, Daud Vicary Abdullah, the fi rm’s 
Islamic fi nance specialist, said the center will 
complement Islamic banking services. He 
explained that while Deloitte is not a training 
center, it is prepared to provide training for 
Shariah compliant banks.

AFB in talks with South 
Korean fi rms
MALAYSIA: The Asian Finance Bank (AFB) 
is in discussions with several South Korean 
investment fi rms interested in issuing 

Shariah compliant products, said its CEO, 
Mohamed Azahari Kamil.

“The bank could be appointed as Shariah 
advisor and we are now working very closely 
with government-related companies and 
established investment houses in Korea,” he 
explained. 

The Islamic bank has also been selected 
by a local property developer to sell its 
condominiums to South Koreans, he said, 
without revealing the company’s identity.

Mohamed Azahari said AFB is also in talks 
with stock exchange authorities to arrange 
dual listing for Malaysian companies in 
Dubai and Qatar. He added that the move 
will enable these fi rms to raise capital for 
expansion in the Gulf Cooperation Council 
region.

AFB commenced operations two years ago 
and is headquartered in Kuala Lumpur. 
It is backed by Qatar Islamic Bank, RUSD 
Investment Bank of Saudi Arabia and Global 
Investment House of Kuwait.

continued...

continued...
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ASIA 
continued...

Sukuk beats target
INDONESIA: The country raised IDR5.55 
trillion (US$463 million) from its fi rst retail 
Sukuk, exceeding its initial target of IDR1.7 
trillion (US$142 million), said the country’s 
fi nance minister, Sri Mulyani Indrawati. The 
Islamic bond, with a three-year maturity, will 
be used to help reduce Indonesia’s budget 
defi cit, estimated to reach 2.6% of gross 
domestic product in 2009.

Sri Mulyani also said the sale of the country’s 
US dollar-denominated Sukuk is still on 
hold, adding that the timing and the size will 
depend on market conditions. Indonesia is 
also planning a domestic Sukuk, which will 
have a fi ve-year maturity at least. The fi nance 
ministry said the Ijarah Sukuk will be issued 
with a fi xed or fl oating rate and denominated 
either in rupiah or a foreign currency.

Profi t up for Bank Asya
TURKEY: The unconsolidated net profi t of 
Shariah compliant Bank Asya rose by 11.4% 
last year to TRY246.5 million (US$146.74 
million), from a year earlier.

The bank’s assets also grew, by nearly 30% 
to TRY8.11 billion (US$4.82 billion) from the 
previous year.

Impact of Islamic banking 
minimal, say analysts
MALAYSIA: The Islamic banking business 
in the country will continue to grow but its 
contribution to banks’ total income will be 
minimal, according to analysts. TA Securities’ 
analyst Wong Li Hsia said Islamic banking 
may contribute an average of 10% of the 
total income for the quarter ended the 31st 
December 2008.

Research head of Jupiter Securities Pong 
Teng Siew agreed, saying: “Contributions 
from Islamic banking may be only 10% to 
20% of total income.” He conceded, however, 
that an Islamic banking business is a must 
for every bank in Malaysia if it wants to 
remain competitive and expand its customer 
base.

AMMB Holdings recorded a 16% contribution 
from its Islamic banking business in its third 
quarter while Hong Leong Bank’s Islamic 

banking business accounted for 7% of the 
total income for the fourth quarter ended 
the 31st December. Public Bank’s Islamic 
banking business made up nearly 12% of the 
group’s total income in the fourth quarter.

Promod Dass, head of ratings for fi nancial 
institutions at RAM Rating Services, is 
confi dent that Islamic banking will grow 
continuously in the next fi ve years. He felt 
that while the growth of Shariah compliant 
banks may not be signifi cant now, this will 
change as more banks expand via Islamic 
banking subsidiaries.

He said the central bank’s stance to promote 
Malaysia as an international Islamic fi nancial 
hub also augurs well for Islamic banking in 
general. “Although Islamic banking may not 

be so signifi cant to banks in terms of income 
contribution now, this will change in the 
future,” he said.

Bank Islam keeps growing 
MALAYSIA: Bank Islam has opened its 
fourth branch in the state of Sabah, bring-
ing its total number of branches in the coun-
try to 93.

“We plan to play an active role in assisting 
businesses and industries tap domestic 
and international equity and debt markets 
to promote Malaysia as a center for Islamic 
fi nance,” said the lender’s managing 
director, Zukri Samat.

continued...

LEADERSHIP



www.islamicfi nancenews.com
NEWS

Page 6© 27th February 2009

ASIA 
continued...

EONCAP sees 8% growth 
in loans
MALAYSIA: EONCAP Islamic Bank expects 
8% loan growth this year despite the 
economic downturn as it expands its range 
of fi nancing products. CEO Fozia Amanulla 
said the bank’s latest fi nancial planning 
schemes, one for government pensioners 
and the other for retiring civil servants, will 
boost its customer base to 8% from 3% of 
the group’s total.

EONCAP expects to disburse up to US$150 
million of fi nancing via the two products by 
the end of the year. The schemes are in line 
with the government’s efforts to encourage 
small- and medium-sized enterprises as 
pensioners can use the funds to start new 
businesses or invest in existing ones.

Indonesia beckons to KFH
INDONESIA: A representative of the 
Indonesian president has had a meeting 
with high-ranking offi cials of Kuwait Finance 
House (KFH) to urge the lender to set up 
operations in Indonesia and make the 
country a key player in its expansion plans.

Irman Gusman told KFH chairman and 
managing director Bader Al-Mukhaizeem, 
acting CEO Mohammed Al-Fouzan and acting 
assistant general manager Abdul Nasser 
Al-Subeih that KFH could capitalize on the 
growing demand in Indonesia for Shariah 
compliant services and products.

The KFH chairman said the lender is 
monitoring developments in the Indonesian 
market and Southeast Asia, especially after 
the success of its expansion in Malaysia.

Indian fi rm picks a hub
MALAYSIA: India’s largest asset 
management company, Reliance Capital 
Asset Management, has selected Malaysia 

as its hub for all its global Islamic investment 
activities.

Vippur Thakkar, the fi rm’s senior product 
manager in India for international business, 
said a subsidiary has been set up in Malaysia 
and team members are being hired. Once 
the offi ce is operational, there are plans to 
launch Shariah compliant feeder funds that 
will be developed and managed in-house.

Reliance Capital, together with Kuwait’s Glo-
bal Investment House, were given licenses 
last November by the Securities Commission 
Malaysia to establish Islamic fund manage-
ment operations in the country.

Research and Markets sees 
Indonesia’s potential
INDONESIA: Research and Markets, a 
leading source for international market 
research and market data, has added a new 
report to its product lineup focusing on the 
Indonesian Islamic banking market.

The “Indonesian Islamic Banking Outlook to 
2013” provides extensive research and in-
depth analysis on the Islamic banking market 
in Indonesia and the opportunities there. 
It also provides a forecast of the country’s 
market directions from 2009 to 2013.

Research and Markets believes the 
current fi nancial meltdown does not have 
a negative impact on the development of 
Islamic banking in the country, and that the 
crisis does not weaken the performance 
of banks. It added that both assets and 
lending are expected to grow at a compound 
annual growth rate of over 50% between 
2009 and 2013. 

“This optimistic view is based on its very 
nature (avoiding involvement of interest 
rates), extremely low penetration and a 
healthy growth in lending over the past two 
years,” the Ireland-based fi rm noted.

According to Research and Markets, the 
forecast is based on various key banking 
performance indicators, including Islamic 
banking assets, deposit and fi nancing. 

Among others, the report covers key 
topics such as the market structure and 
performance overview, market performance 
by type of banks, key industry trends and 
regulatory developments.

Retailer targeting US$17 
million from Sukuk
INDONESIA: Matahari Putra Prima, a 
leading multi-format modern retailer which 
operates department stores in 95 locations 
nationwide, plans to issue Sukuk and 
conventional bonds in April.

It plans to raise up to IDR200 billion (US$17 
million) from the Ijarah sale and leaseback 
Sukuk, and another IDR300 billion (US$26 
million) from the conventional bonds.

HSBC Securities Indonesia, Indo Premier 
Securities and Ciptadana Securities are the 
underwriters for the issuance.

Maldives seeks Malaysian 
Shariah expertise 
MALDIVES: The island nation’s ministry of 
Islamic affairs and Malaysia-based Fine 
Line Holding have signed two memoranda 
of understanding (MoU) to strengthen 
their cooperation in Islamic fi nance. Under 
the terms of the fi rst MoU, Fine Line is to 
assist the Maldivian government in raising 
public awareness of Islamic banking and 
fi nance through seminars, trainings and 
consultations by prominent scholars of 
Shariah compliant fi nance. 

Mohamed Shaheem Ali Saeed, minister 
of Islamic affairs, said the Maldives does 
not have an expert in Islamic fi nance, thus 
training in this fi eld is important. “It’s not 
enough that they (the candidates) have an 
Islamic education, they should also have a 
background in economics,” he added.

Meanwhile, the second MoU is for the 
development and implementation of a 
pilgrimage fund that will allow Muslims in the 
country to save money to perform the hajj. 
Abdul Majeed Abdul Bari, a member of the 

continued...
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Supreme Council of Islamic Affairs, said that 
individuals can save and invest according to 
their fi nancial capabilities.

RHB Capital records 47% 
profi t growth
MALAYSIA: The parent company of RHB 
Islamic Bank, RHB Capital, reported a 14% 
drop in Islamic banking business income for 
the fi nancial year ended the 31st December 
2008, at RM281 million (US$77 million) 
from RM328.3 million (US$90 million) 
recorded in the previous year. 

The group attributed this mainly to a one-off 
capital market transaction gain recorded in 
2007 worth RM70 million (RM19.1 million). 
Should the transaction gain be excluded, 
RHB Islamic would have grown by 9% on the 
back of an 18% increase in gross loans and 
advances for 2008. 

For RHB Capital’s group-wide fi nancial 
results, it announced an increase of 25% 
in pre-tax profi t to RM1.42 billion (US$387 
million) from RM1.13 billion (US$308.31 
million) in the fi nancial year 2007. 

This is attributed to continued growth in 
net interest income, control over operating 
expenses and lower loan loss allowances. 

Meanwhile, net profi t was up by 47% to 
RM1.05 billion (US$286 million) from 
RM712.9 million (US$195 million), while net 
interest income rose by 6% to RM2.21 billion 
(US$603 million) in 2008 from RM2.1 billion 
(RM573 million) recorded in the previous 
fi nancial year. 

Allowance for losses on loans and fi nancing 
was lower at RM499.6 million (US$136.02 
million) as compared to RM574.1 million 
(US$156.23 million) in 2007.

SBP deputy governor: 
‘Islamic funds are liquid’
PAKISTAN: Global Islamic funds are highly 
liquid despite the current fi nancial crisis, 
said Yaseen Anwar, deputy governor of the 
State Bank of Pakistan (SBP), adding that 
this liquidity can then be used to increase 
penetration of the Islamic banking business 
all over the world. 

Yaseen noted that having a comprehensive 
framework of risk management, corporate 

governance and supervisory review process is 
important for Shariah compliant banking insti-
tutions, in which SBP has played a major part. 
To date, Pakistan is the only country to have 
issued guidelines on Islamic agriculture and 
microfi nance, proving that the Islamic mecha-
nism the central bank has introduced is the 
most comprehensive globally, he added.

The initiatives taken by SBP contributed 
signifi cantly to the domestic growth of Islamic 
banking, Yaseen said.

New Islamic stock 
screening service 
MALAYSIA: Amanie Business Solutions (ABS) 
has launched a stock screening service to 
help investors identify Shariah compliant 
equities in various international markets and 
stock exchanges.

The Islamic fi nance advisory fi rm said that 
the service is targeted at new companies in 
the Islamic fund management sector. 

“We aim to provide the market with 
comprehensive and affordable information 
that will not be constrained by the adoption 
of any specifi c methodology for the screening 
of stocks,” said CEO Mohd Daud Bakar.

Baiza Bain, a consultant at ABS, said the 
service ensures that transactions are 
Shariah compliant and, at the same time, 
allows clients to go beyond indices provided 
by any single provider. He added that it can 
also accommodate those with zero tolerance 
for interest.

Subscribers enjoy 24-hour online access to 
this service globally, allowing them to monitor 
their portfolio for Shariah compliance.

Revenue up, profi t down 
for BIMB
MALAYSIA: The net profi t of BIMB Holdings, 
the parent company of Bank Islam and 
Takaful Malaysia, declined by 56.9% to 
RM14.07 million (US$4 million) for its 
second quarter ended the 31st December 
2008 from RM32.61 million (US$9 million) in 
the same quarter the previous year. Its pre-
tax profi t also declined, by 48.6% to RM34.8 
million (US$9.5 million) from RM67.8 million 
(US$18.5 million).

Revenue, however, increased by 4.95% 
to RM357.6 million (US$97 million) 
from RM340.7 million (US$93 million), 

while earnings a share stood at RM0.02 
(US$0.005) against RM0.03 (US$0.008).

Meanwhile, results for the fi rst half period 
reported a 40.8% fall in net profi t to 
RM65.14 million (US$18 million) versus 
RM109.97 million (US$30 million) before. 
However, revenue increased by 6.2% to 
RM742.44 million (US$202 million) from 
RM698.94 million (US$191 million).

The lower profi tability was mainly due to 
higher allowances for losses on fi nancing, 
said Johan Abdullah, the group’s managing 
director. He added that BIMB will continue 
to pursue balanced volume growth while 
sustaining profi tability, capital utilization 
and asset quality, as well as promoting 
operational effi ciency.

KFHM spreads awareness 
with new branch
MALAYSIA: Kuwait Finance House Malaysia 
(KFHM) opened a branch in Sarawak this 
week, the bank’s fi rst in the state and the 
seventh in its branch network nationwide. 

KFHM anticipates playing a major role in 
spreading awareness of Islamic banking 
and fi nance in Sarawak, said its managing 
director K Salman Younis. “It has been 
our overall strategy to increase awareness 
of Islamic fi nance, as well as our duty 
and corporate responsibility to share our 
knowledge with the community we serve,” he 
explained. 

Salman added that KFHM’s participation 
in the different events held by the Islamic 
banking industry in the country is testament 
to its effort in spreading knowledge of the 
sector in the region.

EUROPE
London upbeat on UK-
Qatar partnership
UK: Qatar has played a major role in the 
growth of Islamic fi nance in the UK, said Ian 
Luder, the lord mayor of the city of London 
during his visit to Doha. He pointed out that 
the UK’s fi rst retail Shariah compliant bank, 
the Islamic Bank of Britain, was mainly 
funded by investors from the Middle Eastern 
country.

continued...
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Luder said the UK looks forward to continue 
cooperating with Qatar, especially in 
developing Islamic fi nance standards and 
Shariah compliant products, as well as 
training and career development. 

The mayor was in Qatar recently with a group 
of delegates to reaffi rm that London “is open 
for business”.

Gatehouse to close real 
estate deal
UK: Shariah compliant Gatehouse Bank is 
expected to close the deal on a refi nancing 
transaction for a property in Europe worth 
EUR100 million (US$128 million) with a 
government entity, which is slated to be 
completed by the end of June. 

CEO David Testa said the deal will be 
fi nanced through a Sukuk Ijarah issuance. 
The Islamic bond is to be placed in the 
market through the Channel Islands-listed 
Milestone Capital Platform, which has the 
capacity to issue debt up to US$1 billion. 
The exact location of the property was not 
revealed.

Testa also revealed that the bank plans 
to set up a long-only, open-ended fund 
in the second quarter. It will be invested 
in defensive sectors such as utilities and 
pharmaceutical companies. 

Gatehouse was recently involved in raising 
US$50 million for a commodity deal with 
a company based in Latin America. Under 
the Murabahah-structured deal, a syndicate 
of banks will buy commodities on behalf of 
the fi rm and sell them to the company on a 
referred payment basis.

AIMS launches Islamic 
fi nance MBA program
UK: The Academy for International Modern 
Studies (AIMS) has launched an online MBA 
program in Islamic banking and fi nance. 

The program plans to produce highly 
qualifi ed and competent executives in 
Shariah compliant banking and fi nance 
subjects, as well as other professional 
areas needed for successful business 
administration and management.

AIMS said the program is ideal for 
professionals and bankers who are 

interested in improving their knowledge 
of Shariah fi nancing, as well as students 
planning to work in the business sector. The 
program was launched in cooperation with 
Pebble Hills University.

BNM, UKTI join forces to 
develop industry
MALAYSIA/UK: Bank Negara Malaysia (BNM) 
has signed a memorandum of understanding 
(MoU) with the UK Trade and Investment 
(UKTI) to establish a collaborative framework 
to promote cooperation in Islamic fi nance in 
the areas of talent and expertise, business 
linkages and infrastructure support.

The MoU refl ects the commitment between 
the two countries to further develop the 
Islamic fi nance industry and will help 
increase understanding and appreciation of 
Shariah compliant fi nance. 

According to Andrew Cahn, CEO of UKTI, 
companies are seeking alternative fi nancial 
options as conventional liquidity is getting 
more diffi cult to come by. 

“Islamic fi nance has found a natural home 
in the UK and working with Malaysia helps 
cement our position as the leading western 
center for Islamic fi nance,” he added.

GLOBAL
New standards from IFSB
MALAYSIA: The council of the Islamic 
Financial Services Board (IFSB) has adopted 
two new standards, Guiding Principles on 
Governance for Islamic Collective Investment 
Schemes (IFSB-6) and Capital Adequacy 
Requirements for Sukuk Securitizations and 
Real Estate Investment (IFSB-7).

IFSB-6 complements the existing IFSB-
3 standard and other internationally 
recognized governance standards by 
reinforcing international best practices. 

The standard also addresses the governance 
for Islamic Collective Investment Schemes 
(ICIS). These include issues such as 
transparency and disclosure and aims to 
improve the information environment for 
ICIS investors. It also focuses on compliance 
with Shariah rules and the role of Shariah 
scholars, as well as examines additional 
protection required by ICIS investors.

Meanwhile, IFSB-7 complements IFSB-2, the 
Capital Adequacy Standard for Institutions 
offering only Islamic Financial Services (IFSB-
2). It touches on areas not covered in IFSB-2, 
relating to regulatory capital requirements 
for Sukuk.

Among others, IFSB-7 deals with the 
conditions for securitization exposure, 
by a Sukuk issuer, to be derecognized or 
minimized.

 
Fund to manage OIC Zakat
MALAYSIA: The International Zakat 
Organization (IZO) has teamed up with BMB 
Group to establish the Global Zakat and 
Charity Fund, which will manage Zakat and 
other charitable funds in the Organisation of 
the Islamic Conference (OIC).

The fund, which expects to raise RM2 billion 
within the current fi nancial year, will be co-
managed by both entities and will be advised 
by BMB Islamic, a subsidiary of BMB Group.

The Global Zakat and Charity Fund will be 
able to provide transparency in operations 
and fi nancial expertise for the management 
of funds, said IZO chairman Ahmad Zahid 
Hamidi, who is also a cabinet minister in 
Malaysia.

Humayon Dar, CEO of BMB Islamic, said 
the establishment of the Global Zakat and 
Charity Fund marks the beginning of a new 
Islamic fi nancial trend that emphasizes 
social responsibility and community 
development, adding that the initiative has 
been “long-awaited”.

Timing crucial for Sukuk 
recovery
KUWAIT: The global Sukuk market still has 
long-term potential despite the plunge in the 
value of such issuances due to the fi nancial 
crisis, said Kuwait-based investment 
company Global Investment House. 

In a report it stressed that the recovery of the 
Sukuk market will, however, depend on the 
rehabilitation process of the global fi nancial 
industry, especially in the Gulf Cooperation 
Council (GCC) region.

The report noted that to date, there are more 
than 100 planned Sukuk issuances to raise 
at least US$38 billion globally, but due to the 
fi nancial turbulence, some of these may not 
take place this year.

continued...
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The investment house maintained that 
standardization is imperative if the Sukuk 
market is to really take off. 

“The industry will need to work on its 
standards in order to present the industry as 
a viable one that can be part of the global 
fi nancial system,” said Global.

In 2008, there was a 54.5% decline in the 
amount raised from Sukuk issuances, to 
US$15.1 billion. However, the number of 
global issuances increased to 165 last year 
from 129 the previous year.

MIDDLE EAST
Islamic gold security on the 
cards?
UAE: A Shariah compliant gold-backed 
tradable security will be launched in Dubai 
early next week, according to sources 
familiar with the plan.

The head of the World Gold Council (WGC), 
the chief executive of NASDAQ Dubai 
and senior offi cials from the Dubai Multi 
Commodities Centre (DMCC) will be present 
at the launch on the 2nd March, say the 
sources.

The WGC, funded by gold mining companies 
to promote the precious metal, had hoped to 
launch a gold exchange-traded fund in Dubai 
before the end of last year.

The price of gold price surged last week to 
more than US$1,000 an ounce for the fi rst 
time in almost a year.

AUB’s profi t declines
BAHRAIN: Ahli United Bank’s (AUB) net profi t 
for 2008 declined to US$255.7 million from 
the previous year’s US$296.3 million.

This was due to the higher net loan 
provisions of US$96.8 million to ensure 
adequate coverage of problematic exposure 
and the maintenance of asset quality. This 
resulted in a loss of US$24.4 million in the 
last quarter of the year.

The bank’s total operating income, however, 
increased 4.5% to US$665.5 million from 
US$637 million in 2007. The bank’s total 

assets rose 2.6% to US$23.6 billion while 
client deposits grew 22.2% to US$13.2 
billion.

AUB maintained a 90% specifi c provision 
coverage of its non-performing loan portfolio 
in 2008, in addition to its signifi cant general 
provision balances. The ratio of non-
performing loans to total loans stood at 1.9% 
last year from 1.2% in 2007.

The bank also said it had fully written off its 
impaired international investments, which 
resulted in a US$12.4 million loss in 2008 
compared to a profi t of US$24.9 million in 
2007.

GFH to pay 40% dividend
BAHRAIN: The board of directors at Gulf 
Finance House (GFH) has approved a cash 
dividend payout of US$52.56 million for 
2008, equivalent to 20% of the par value 
of the investment bank’s paid-up capital. 
Another 20% will be paid in the form of 
bonus shares, boosted by the bank’s 
US$291 million profi t.

“GFH has performed extremely well over 
the past year, posting a strong full-year 
profi t despite a dip in earnings due to the 
unprecedented turbulence experienced 
throughout the global economy,” said Esam 
Janahi, chairman of the Islamic investment 
bank.

On plans for this year, Esam said GFH will 
adapt its strategy to suit the economic 
environment it operates in. He added 
that GFH plans to explore opportunities in 
defensive sectors within the region, as well 
as capitalize on undervalued assets.

NBC’s non-resident 
bondholders up 35%
UAE: The number of non-resident 
bondholders in National Bonds Corporation’s 
(NBC) Shariah compliant savings scheme 
increased by 35% in 2008 as more investors 
turned to bonds to protect their savings in 
the midst of the global fi nancial crisis.

The top fi ve nationalities among them were 
Omanis, Indians, Saudi Arabians, Pakistanis 
and British nationals. According to CEO 
Mohammed Qasim Al Ali, NBC aims to attract 
potential bondholders globally. “We have 
identifi ed a major growth area outside the 
UAE and plan to place greater emphasis on 
this segment in 2009,” he said.

Interest in National Bonds has grown 
signifi cantly since NBC’s announcement of 
a profi t rate of 7.07% in 2008 compared to 
6.03% a year earlier.

DIB’s net profi t declines
UAE: The net profi t for Dubai Islamic Bank 
(DIB) for the fi nancial year ended the 31st 

December 2008 declined to AED1.73 
billion (US$471 million), down 8% from 
AED1.88 billion (US$511.83 million) in 2007. 
Total assets increased to AED84.6 billion 
(US$23.03 billion) from AED83.7 billion 
(US$22.79 billion) while total fi nancing 
assets grew by 30% to AED52.7 billion 
(US$14.35 billion).

Meanwhile, DIB’s customer deposits rose by 
2% to AED66.4 billion (US$18.08 billion). Its 
fi nancing-to-deposit ratio was strong at 79% 
by the end of the fi nancial year, while the 
capital adequacy ratio stood at 12.2%.

The full-year results were refl ective of total 
impairment provisions of AED521 million 
(US$141.84 million), which included the 
write-downs on its investment portfolio, 
and the mark-to-market losses on equity 
investments of AED277 million (US$75.41 
million).

The board of directors of the Shariah 
compliant bank proposed a 25% cash 
dividend and a 5% bonus share for its 
shareholders.

According to DIB, its fi nancial results for 
2008 show that its core operations continue 
to grow healthily despite the challenges in 
the global fi nancial market.

Two regulators step up 
cooperation
UAE: The Dubai Financial Services Authority 
(DFSA) and the Central Bank of the UAE 
(CBUAE) have signed a memorandum of 
understanding on cooperation and exchange 
of regulatory information. Chief executive 
Paul Koster represented DFSA while Saeed 
Abdulla Al Hamiz, executive director of 
the banking supervision and examination 
department, signed for CBUAE.

“The signing of the MoU has formalized 
arrangements for cooperation and 
information sharing that already exists 
between us. It also recognizes that both 

continued...
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regulators place reliance on the quality of 
regulatory standards administered in each 
other’s jurisdiction,” said Koster.

The CBUAE licenses and regulates all 
banks operating in the UAE. The DFSA 
is the regulator of authorized fi rms, 
including banks, insurance companies, 
investment banks, asset managers and fund 
administrators that provide fi nancial services 
in the Dubai International Financial Centre.

Profi ts of IFIs hit by 
property slowdown
MIDDLE EAST: The profi ts of Islamic fi nancial 
institutions in the Middle East will take a 
signifi cant hit if real estate prices continue to 
plunge, said Standard & Poor’s. 

“We expect potentially signifi cant negative 
effects on asset quality and profi tability at 
Islamic institutions if the ongoing correction 
in the real estate sector in GCC countries, 
and especially in the emirate of Dubai, 
continues,” the rating agency warned in a 
report. 

Unlike their conventional counterparts, 
Shariah compliant institutions were immune 
to price falls in structured products, which 
were responsible for write-downs all over 
the world, S&P said. But Islamic fi nancial 
institutions are still not equipped to be part 
of an environment where liquidity is lacking 
and cost of funds has increased, even 
though their structure forbids the acquisition 
of toxic assets. 

S&P also said that Sukuk issuance fell to 
US$14.9 billion in 2008 from US$34.3 
billion the year before, but that the number 
of issuance remains stable. It expects the 
Islamic bond market to recover in the second 
half of 2009 or within the next year. 

Abyaar to reschedule debts
KUWAIT: Abyaar Real Estate Development 
has signed a memorandum of understanding 
with Global Investment House to reschedule 
KWD45 million (US$153 million) worth of 
short-term debts in return for mortgaging 
real estate projects. 

The deal, to be fi nalized within 30 days, 
would extend the debt for up to two years, 
said Marzouk Al Rashdan, vice president of 
Abyaar.

“If we reach a fi nal agreement on this loan, 
we would have rescheduled about 90% of 
Abyaar’s short-term fi nance,” he added. 
According to Marzouk, Abyaar plans to 
reschedule its loans via long-term refi nancing 
with banks rather than investment fi rms 
within the next six months.

DIB, Air Arabia launch 
ticketing service
UAE: Dubai Islamic Bank (DIB) and Air Arabia 
have launched a ticket payment facility via the 
bank’s cash deposit machines for the conven-
ience of those fl ying with the budget airline. 

DIB will also introduce a system to enable 
payments to the UAE-based low-cost carrier 
through its e-channel network, such as 
Internet banking, mobile banking, phone 
banking and automated teller machines.

Nadeem Busheri, head of information 
technology at DIB, said the partnership is in 
line with the bank’s commitment to invest in 
technology that offers value-added services 
to its customers.

Bank merger talks begin
BAHRAIN: Al-Salam Bank Bahrain (ASBB) 
and Bahrain Saudi Bank (BSB) have 
confi rmed that they are exploring a possible 
merger through a share exchange, with ASBB 
issuing shares to BSB shareholders.

The CEOs of both the institutions described 
the consolidation in Bahrain’s banking sector 
as “inevitable” and expressed confi dence 
that the merged fi nancial institution will be 
more competitive in the market place.

The merger is subject to approvals by 
the boards and shareholders of both the 
institutions and regulators in Bahrain and 
Dubai.

Borse Dubai refi nances 
loan just in time
UAE: Borse Dubai has raised US$2.5 billion 
in a loan facility from a group of local and 
foreign banks and investors to refi nance the 
company’s US$3.78 billion term loan and 
guarantee facility which matures on the 28th 
February.

HSBC coordinated Borse Dubai’s multi-
currency syndicated facility, which has 
conventional and Islamic tranches, and a 

margin of 325 basis points over the London 
Interbank Offered Rate (LIBOR).

Borse Dubai is the holding company for 
Dubai Financial Market and NASDAQ Dubai. 
It was established in 2007 to consolidate 
the two stock exchanges as well as current 
investments in other exchanges, with the aim 
of expanding Dubai’s position as a global 
capital market hub.

‘Right time to issue Sukuk’
DUBAI: Governments in the Gulf region 
should start issuing Sukuk to fi nance 
projects, said Nasser Saidi, chief economist 
at the Dubai International Financial Centre 
(DIFC). He said the move will also help the 
region strengthen its position as an Islamic 
fi nance hub.

“This is the time for governments to 
encourage their central banks to create 
money markets using Shariah compliant 
instruments so that they can in turn provide 
liquidity to Shariah compliant institutions,” 
Nasser explained.

Islamic bond issuances by governments 
will also encourage the private sector to 
enter the debt market once again, said the 
economist.

On the low price of Sukuk in the secondary 
market in the Gulf region, Nasser believes 
the situation is temporary. He felt that prices 
will return to normal and described the 
current pricing as “outlandish”.

Conference on Islamic 
funds, capital markets
BAHRAIN: Bahrain will host the 5th Annual 
World Islamic Funds and Capital Markets 
Conference on the 25th and the 26th May. 

A large number of international and major 
regional bankers are expected to attend the 
event, held with the support of the Central 
Bank of Bahrain and sponsored by Tharawat 
Investment House.

The conference, according to the sponsor, 
is an opportunity for senior decision makers 
in major investment companies to meet 
investors in Islamic funds worldwide. Among 
the issues to be discussed are innovations 
in Shariah compliant investment funds, the 
creation of liquidity in Islamic capital markets 
and the global Sukuk market.

continued...
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ASIA
AIA’s auction to be 
fi nalized this week?
HONG KONG: The sale of a 49% stake in 
American International Group’s (AIG) Asian 
life insurance unit, American International As-
surance, is expected to be fi nalized this week. 
The stake in the Hong Kong-based unit is pro-
jected to be sold at about US$20 billion.

UK’s Prudential, Manulife from Canada and 
Singapore sovereign wealth fund Temasek 
Holdings are still in the race. Bank of China 
dropped out of the race last month while 
HSBC also considered making a bid but 
decided against it.

Credit Suisse has been appointed to advise 
Prudential on the bidding, while Manulife 
engaged UBS. Citigroup and Goldman 
Sachs are the advisors for AIG.

The auction has been hindered by the 
worsening fi nancial market as well as AIG’s 
decline in performance. It was also said 
that should the auction not come through, 

AIG would consider issuing initial public 
offering in Asia.

Plans for the sale were announced 
following the US government’s takeover 
of AIG in September 2008 to save the 
insurance fi rm from bankruptcy. AIG was 
also said to be planning stake sales in its 
insurance unit in Japan, the Philippines and 
elsewhere in Asia.

MIDDLE EAST
New Takaful fi rm in Syria
SYRIA: The Syrian Islamic Company for 
Takaful Insurance began operations early 
this week with a capital of SYP1 billion 
(US$22 million). The closed joint-stock fi rm 
provides life and other insurance services.

According to the fi rm’s chairman, Youssef 
Al Neamah, Syria is witnessing signifi cant 
economic growth that will offer more 
investment opportunities. Among the 
shareholders are Syrian International 
Islamic Bank, General Social Security 

Organization and Syrian Insurance 
Company.

Methaq begins operations
UAE: Methaq Takaful Insurance, a joint 
stock Islamic insurance fi rm established 
in Abu Dhabi on the 11th March last year, 
began operations this month. 

“The operational launch marks the fi rst 
important milestone in achieving Methaq’s 
vision to offer general insurance services 
to corporate and individual customers 
delivered through multiple distribution 
channels,” said Methaq.

The Takaful operator currently offers 
14 general Islamic insurance products, 
including personal accident, motor, 
property, public liability, employers’ 
liability, workmen’s compensation, fi delity 
guarantee and fi re. It will add more 
products over the next few months. 

Methaq also said that its online platform 
will be launched in phases throughout this 
year. 
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ASIA
Fitch downgrades two 
Kazakh banks
KAZAKHSTAN: Fitch Ratings has downgraded 
the long-term issuer default ratings (IDRs) of 
BTA Bank and Alliance Bank by two notches 
to ‘B+’ and ‘B’ respectively while the short-
term IDRs are ‘B’.

The agency also downgraded both the banks’ 
individual ratings to ‘F’, and support rating to 
‘4’ from ‘3’. The support rating fl oor for BTA 
was revised to ‘B+’ from ‘BB’ and Alliance to 
‘B’ from ‘BB-’.

All ratings have been placed on Rating Watch 
Negative (RWN), except for the individual 
ratings. Fitch noted that the authorities are 
not in a sound fi nancial position, as a result 
of weaker oil prices and increased demands 
on currency reserves, to provide support to 
the banking sector.

The ratings agency also said the scale of 
support which the banking sector may 
require is much greater than previous 
estimates in view of the deterioration in 
banks’ asset quality and liquidity positions.

The agency expressed concern about the pos-
sible restructuring of the liabilities of BTA and 
Alliance, saying it is unclear if such a move will 
be forced on the banks and therefore be con-
sidered a distressed debt exchange.

RAM reaffi rms Toyota 
Capital’s ratings 
MALAYSIA: RAM Ratings has reaffi rmed 
the enhanced long- and short-term ratings 
of ‘AAA(s)’ and ‘P1(s)’ for Toyota Capital 
Malaysia’s (formerly known as UMW Toyota 
Capital) RM1 billion (US$273 million) 
Musharakah commercial papers (CP)/
medium-term notes (MTN) program.

The ‘P1(s)’ rating of the company’s RM600 
million (US$164 million) CP program 
and ‘AAA(s)’ ratings of its RM400 million 
(US$110 million) MTN program as well as 
RM1.2 billion (US$328 million) MTN program 
have also been reaffi rmed. All the long-term 
ratings have a stable outlook.

The ratings are refl ective of the credit 
strength of the company’s ultimate 
shareholder, Toyota Motor Corporation’s (the 
group). Toyota Capital Malaysia is a captive 
fi nancier for the group with its main goals 

being to complement and support Toyota 
vehicle sales in the country.

The rating agency’s head of fi nancial 
institution ratings, Promod Dass, said that 
effective cost-management strategies 
and strong product competitiveness, with 
the continuous rollout of new models, are 
expected to see the group through the 
current global fi nancial turmoil.

“While we are of the view that the group’s 
fundamentals are still intact, the weakening 
global economy is expected to present 
challenges to the group over the medium 
term. We will maintain close monitoring of 
the industry and its impact on the group,” 
adds Dass.

MVCap’s ratings still up
MALAYSIA: RAM Ratings has reaffi rmed the 
‘AAA’ ratings of Mid Valley Capital (MVCap) 
Class 1 and Class 2 RM400 million (US$110 
million) redeemable secured bonds.

The reaffi rmation was based on the stable 
performance of the underlying property, Mid 
Valley Megamall, and underpinned by its 
adequate cash fl ow-generating ability, as well 
as the loan-to-value ratios and debt service 
coverage ratios that are commensurate with 
the ratings. 

MVCap and its sister company, Mid Valley 
City (MVC), are wholly owned by KrisAssets 
Holdings, a subsidiary of IGB Corporation. 
MVC is the owner and operator of the 
megamall, while MVCap is the special 
purpose vehicle to facilitate an Al-Bai 
Bithaman Ajil (ABBA) transaction with the 
latter. The primary source of repayment for 
the bonds is the scheduled payments from 
MVC under the ABBA transaction.

Agreement to enhance 
Turkish ratings 
TURKEY: Bahrain-based Islamic International 
Rating Agency (IIRA) and the Turk Credit 
Rating Agency (TCR) have signed a 
cooperation agreement for TCR to introduce 
IIRA’s products and services into the Turkish 
market. Both fi rms believe the agreement will 
contribute signifi cantly to the development of 
the rating culture in Turkey.

IIRA was established in 2005 and is 
recognized by the Central Bank of Bahrain 
as an external credit assessment institution. 
It has carried out rating assignments for its 
clients in Bahrain, the UAE, Kuwait, Turkey, 

Jordan, Pakistan and Indonesia. It is also 
on the Islamic Development Bank’s list of 
approved rating agencies.

TCR is incorporated under the regulatory 
framework of the Capital Markets Board in 
Turkey and was formed in 2007.

Zecon’s BaIDS affi rmed
MALAYSIA: Malaysian Rating Corporation 
(MARC) has affi rmed its rating of ‘A+ID’ on 
Zecon Toll Concessionaire’s (ZTC) RM60 
million (US$17 million) Bai Bithaman Ajil 
Islamic Debt Securities (BaIDS), and revised 
the outlook on the rating to negative from 
stable.

ZTC is the concession holder of the Tun 
Salahuddin Bridge, a 339m toll bridge over 
the Sarawak river in Kuching, the state 
capital of Sarawak.

The affi rmed rating refl ects the satisfactory 
traffi c profi le and moderate toll rate setting 
fl exibility of the toll bridge, offset by its heavy 
reliance on cash infl ow from the sale of 
concession land as well as cash reserves/
cash built-up to meet its debt service 
obligations.

MIDDLE EAST
Broker upgrades QIB
QATAR: Credit Agricole Cheuvreux, a leading 
European equity broker, has ranked Qatar 
Islamic Bank (QIB) as one of only three 
recommended Gulf Cooperation Council 
stock market investment choices for 2009.

Cheuvreux also upgraded the bank’s 
rating to 1/Selected List as compared to 
2/Outperform. The bank is also one of the 
sector’s best performers based on its strong 
performance in 2008 and 30.8% growth in 
net profi t.

A net income growth of 28% is expected from 
the bank this year with good performances 
in loan and deposit growths. QIB’s capital 
position is strong and remains focused on 
its upcoming expansion plans in Europe and 
Asia.

Cheuvreux specializes in international 
brokerage research, sales and execution. 
It issued a special report titled “QIB: At the 
Vanguard of Islamic fi nance”.
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Hong Kong’s success in positioning itself as an Islamic fi nance hub will 
depend greatly on whether the business community is “psychologically 
ready” to understand, acknowledge and accept the benefi ts of Shariah 
compliant products and services over conventional ones.

“The average Hong Kong business person still knows very little 
about Islamic fi nance so the key concern is business education. It 
is not suffi cient for the government to promote the issue of Islamic 
fi nance as the business community needs to take the lead,” said Chris 
Richardson, a lawyer at the Hong Kong offi ce of Vinson & Elkins.

He told Islamic Finance news that Hong Kong can either become a 
global center for trade in Islamic products, like Malaysia, or become 
a niche player as the primary investment gateway to China for funds 
from the Middle East. “Only time will tell but either way, Hong Kong can 
build on its existing world-class capital markets platform and its unique 
position as the ideal crossing point between the Islamic world and the 
growing China market,” added Richardson, who is also an associate 
fellow at the London-based Institute of Islamic Banking and Finance.

Investors from the Middle East who are interested in tapping the 
Chinese market have been encouraged to use Hong Kong as a launch 
pad. Hong Kong authorities have always maintained that the island 
is the best platform for structuring and marketing Islamic investment 
products for Middle East investors keen on enterprises in China.

Hong Kong may have jumped on the Islamic fi nance bandwagon 
much later than other fi nancial centers like London and Singapore, 
but Richardson believes that there are enormous opportunities in the 
sector, particularly in relation to Shariah compliant investments in the 
China market. “The Islamic fi nance marketplace, although growing 
quickly and getting much press attention, is still in its adolescence,” 
he pointed out.

On the impact of the global fi nancial crisis on Islamic fi nance, 
Richardson was optimistic about its long-term prospects. “Following 
the credit crunch, people will recognize the inherent benefi ts of 
Islamic fi nance as they examine how well such products held up in the 
downturn.”

He conceded that in the short term, with liquidity being very tight, the 
growth of Islamic fi nance will slow down and there may be a risk that 
innovation and experimentation will suffer.

Industry practitioners have been calling for a unifi ed and globally 
acceptable set of standards as a prerequisite in Islamic fi nance, 
without which, they believe, the industry will not develop and will only 
be perceived as a “safe” alternative during an economic downturn.

Richardson disagreed. “Although Islamic fi nance will never meet its 
full potential without universal standards, it can still grow and be 
very effective for those who utilize it, even if it develops into distinct 
pathways.”

He added that it is possible for Islamic fi nance to have regional hubs, 
and regional practices, and still be a force in the markets.

By Mary Zachariah

HONG KONG
Business education is the key

It was a week of celebration for the Islamic fi nance industry in Indonesia 
with the announcement by Finance Minister Sri Mulyani Indrawati that 
the government’s three-year retail Sukuk had raised IDR5.556 trillion 
(US$463 million), a more than three-fold achievement over the target 
of IDR1.7 trillion (US$142 million).

Sri Mulyani also said that the government is still keen to issue a global 
Sukuk but reports said the diffi cult global fi nancial market conditions 
had prompted talk that Indonesia may postpone this issue, which is 
to be part of a US$4 billion global note program. Indonesia had set 
a coupon rate of 12% for the stronger-than-expected demand for the 
retail Sukuk, issued as an Ijarah sale-and-leaseback, refl ecting investor 
expectations of further interest rate cuts. The fi nance minister said the 
planned sales of dollar bonds and Sukuk “are still in the pipeline”, 
but the timing and size of both global issues will depend on market 
conditions.

The research head of a leading global brokerage house told Islamic 
Finance news that the overwhelming response for the retail Sukuk 
indicated strong demand from domestic retail investors. Citing it as a 
very good deal, he said the government guarantee of a 12% yield for 
the retail Sukuk played a key role in the response. This is because time 
deposits rates in the banking sector hover between 11% and 12%. “I 
think it also shows that there is an appetite among retail investors 
for alternative investment products which currently are unavailable 
outside bank time deposits,” he added.

Last year, Indonesia managed to sell only IDR4.7 trillion (US$395 
million) of its debut rupiah-denominated Sukuk, below its target of 
IDR5 trillion (US$419 million). Asked the reason for the disparity in 
response between the fi rst Sukuk and the latest offering, the research 
head pointed out that the former was aimed at institutional investors. 
However, he said from the government perspective, a 12% yield is still 
a good deal because in the secondary market, the yield for a 10-year 
bond stands at 14%. “So even though it looks expensive relative to 
what they have to sell in the private market to institutional investors, it 
is a good deal,” he explained.

Describing the retail bond market in Indonesia as “nascent”, the re-
search head said the good performance of the retail Sukuk revealed 
that the government is just starting to tap retail investors for bonds. “Do-
mestic retail investors have shown that they still have a good appetite 
for paper at 12% as they do not get many issuances at this level with 
government guarantees. So it has been very well absorbed,” he added.

Despite the overwhelming response to the retail Sukuk, he felt that 
a second retail Sukuk issuance is unlikely in the near future. He also 
dismissed the likelihood of any further Sukuk issuances this year. “In 
Indonesia, the government tends to fund its budget in fi rst semester 
and spend it in the second semester. So I don’t think that come the 
second semester, it will be raising Sukuk. Most likely, this will be the 
only one it does this year,” he said. The research head added that 
although there was a lot of demand from retail investors but he did not 
catergorize it as the start of a new market. “It’s an encouraging start 
but there is a long way to go to a liquid market,” he noted.

By Raphael Wong

INDONESIA
Indonesia scores with its retail Sukuk



www.islamicfi nancenews.com
COUNTRY REPORT

Page 14© 27th February 2009

Singapore’s plunge into the Islamic fi nance scene did not come as a 
surprise to many in the industry. Seeing the Islamic fi nance industry 
take off in Malaysia and with Hong Kong and Indonesia playing catch 
up, Singapore’s obvious move was to take on this ethical form of 
fi nancing with formidable force. Despite being the fi rst Asian country 
to fall into a recession, which prompted the government to declare 
the situation as the worst ever for it, the Lion City was still optimistic 
about launching its fi rst Sukuk at a signing ceremony last month.

Monetary Authority of Singapore (MAS) managing director Heng Swee 
Keat described the Sukuk as the Shariah compliant equivalent of 
Singapore Government Securities (SGS) and said it was of the highest 
credit standing. He assured investors that it would be given equal 
regulatory treatment as SGS, such as qualifying as an asset in the 
computation of capital and liquidity requirements, and as eligible 
collateral for tapping MAS’ liquidity.

“MAS is committed to the facility, issuing to meet the needs of fi nancial 
institutions that are carrying out or plan to carry out Shariah compliant 
activities in Singapore, as this will strengthen their ability to meet their 
capital and liquidity requirements.” He added.

Research and consulting fi rm Cerulli Associates released a report 
recently on the Islamic fi nance industry in Singapore focusing on the 
Islamic funds available in the republic. According to it, Hong Kong and 
Singapore have been fi nancial services hub rivals in Asia and their 
competition has now extended to Islamic fi nance. The report states 
that the Islamic fi nance is not to cater for their relatively small Muslim 
populations but rather to encompass all areas of fi nancial services as 
well as attract the petrodollars from the Middle East.

Describing Hong Kong’s and Singapore’s effort as wholesale as 
opposed to Malaysia’s and Indonesia’s “more retail approach”, Cerulli 
said the Singapore government had decided several years ago that as 
its trade with its Middle East counterparts increased, there would be a 
need for an Islamic fi nance industry. Its Middle East trade doubled to 
US$37 billion in four years to the end of 2007.

“MAS has been proactive in trying to create a level playing fi eld for 
the conventional and Islamic approaches — in 2005, for example, 
it remitted the additional stamp duties that Islamic fi nancing 
arrangements on property were incurring, and allowed banks to offer 
Murabahah fi nancing,” the report stated.

Cerulli added that income tax and goods and services tax (GST) 
treatments for Shariah compliant fi nancing arrangements and Sukuk 
were clarifi ed and given a level playing fi eld as conventional products. 
“Retail investors in Murabahah are now given the same regulatory 
protection under Singapore’s Bank Act as any conventional depositor. 
And a 5% concessionary tax rate was announced in February 2008 on 
income derived from qualifying Shariah compliant fi nancial activities, 
including lending, fund management, insurance, and reinsurance.”

Cerulli noted that the signifi cant step in Singapore’s Islamic fi nance 
push came with the formation of the Islamic Bank of Asia (IB Asia) in 
June 2007. Singapore’s largest bank, DBS, holds the majority share in 
the bank together with Middle East investors. IB Asia has since opened 
a representative offi ce in Bahrain. It focuses on Shariah compliant 
commercial banking, corporate fi nance, capital market and private 
banking services.

According to Cerulli, the Sukuk issuance working on reverse inquiry 
that would be issued based on the needs of the republic’s fi nancial 
institutions could boost the development of Islamic fi nance. However 
it would not be the republic’s fi rst issuance as there have been several 
other issuances such as the MBB Sukuk Inc established by Maybank 
that raised US$300 million two years ago.

Cerulli observed that Singapore has its own Shariah index, the FTSE 
SGX Asia Shariah 100 Index, which is designed to be used as a basis 
for exchange-traded funds and over the-counter trading instruments 
although it maintained that none have yet been launched. “There are 
currently six managers with Shariah funds registered in Singapore who 
are collectively responsible for assets worth about US$470 million, 
although this fi gure was somewhat higher prior to the current fi nancial 
crisis.”

Singapore’s Take on Islamic Finance

continued...

By Islamic Finance news

Top Shariah managers in Singapore, October 2008

Managers No. of Funds AUM (US$ million) AUM Marketshare

1 State Street Global Advisors 1 164 35%

2 RHB Asset Management, CIMB-Principal Asset Management 1 157 33%

3 HSBC Insurance Singapore 3 84 18%

4 NTUC Income, Wellington International Management Company 1 55 12%

5 Singapore Unit Trusts 2 10 2%

6 UOB Asset Management 1 4 1%

Total 9 474 100%

Sources: Eurekahedge, Cerulli Associates

Cerulli noted that the signifi cant 
step in Singapore’s Islamic 
fi nance push came with the 
formation of the Islamic Bank of 
Asia (IB Asia) in June 2007
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Shariah compliant funds have also found a place in Singapore. Cerulli 
states that NTUC Income, a cooperative insurance society and a leader 
in life and general insurance with more than 1.8 million policyholders, 
currently offers the republic’s two largest Shariah funds.

The Amanah Bond Fund is managed by RHB Investment Management 
and CIMB-Principal Asset Management. It had US$157 million under 
management at the end of October last year. The other fund is NTUC’s 
Amanah Equity Fund, described by Cerulli as a global passive product, 
which is managed by State Street Global Advisers and has US$164 
million under management. NTUC also offers a Takaful fund, jointly 
managed by NTUC Income and Wellington International Management 
with US$55 million under management.

Cerulli’s report also notes that other local players offering funds 
include UOB Asset Management, Singapore Unit Trusts (SUT) and 
Swiss-Asia Financial Services. UOB Asset Management offers the 
Afdaal Asia Pacifi c Equity Fund, for which CIMB-Principal Asset 

Management is the advisor. SUT, a member company of Malaysia’s 
Permodalan National Berhad (PNB) Group, has two Shariah compliant 
funds: the Ethical Value Fund and Ethical Growth Funds, both being 
global equity products, while Swiss-Asia Financial Services launched 
its fi rst Shariah fund, an absolute return Asian equity product named 
the Mashriq Fund, in July 2006.

According to Cerulli, the largest Shariah compliant investment product 
sold in Singapore to date was by a group called Pacifi c Star Investment 
and Development which sold the now closed Baitak Asian Real Estate 
Fund at US$600 million. On offshore funds, Cerulli states that the 
available Shariah compliant funds from the offshore managers are the 
DWS Noor range, including an Asia-Pacifi c equity fund, China equity 
fund, Global select equity fund, Japan equity fund, and a precious 
metals securities product. “All are sold in Singapore (though they are 
domiciled in Ireland), as are CIMB Islamic’s Asia-Pacifi c equity fund 
and several HSBC products, domiciled locally under the HSBC-Link 
Ethical brand,” it added.

Singapore’s Take on Islamic Finance (continued)

Fund Name 
Fund Size 
(US$ m) 

Inception 
Year 

Base 
Currency 

Investment 
Geography 

Instruments 
Traded 

Manager 

1 NTUC Amanah Equity Fund 164 2005 S$ Global Equity State Street Global Advisors 

2 NTUC Amanah Bond Fund 157 2005 S$ Asia Pacifi c Fixed income RHB Asset Management, CIMB-Principal 
Asset Management

3 HSBC-Link Ethical Global Equity Fund 
(Formerly Takaful Global Fund) 

60 1995 S$ Global Equity HSBC Insurance Singapore

4 NTUC Takaful Fund 55 1995 S$ Global Equity NTUC Income, Wellington International 
Management Company 

5 HSBC-Link Ethical Capital Protected Fund 
(Formerly Takaful Sinaran Fund) 

16 2002 S$ Global Equity HSBC Insurance Singapore

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

8 2004 S$ Asia Pacifi c Equity HSBC Insurance Singapore

7 SUT Ethical Value Fund 6 2001 S$ Global Equity Singapore Unit Trusts 

8 Afdaal Asia Pacifi c Equity Fund 4 2006 S$ Asia Pacifi c Equity UOB Asset Management

9 SUT Ethical Growth Fund 4 2001 S$ Global Equity Singapore Unit Trusts 

Total 474 

Sources: Eurekahedge, Cerulli Associate
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In 2008, the amount raised through Sukuk issuance fell sharply, by 
54.5%, to US$15.1 billion from US$33.1 billion in 2007. The decline 
was due to the credit crunch that forced investors to step away from 
the money markets, hence exhausting resources for Sukuk as well.

The Islamic bond market is still concentrated in the GCC region and 
Malaysia, in US dollar terms. GCC countries accounted for 55.5% of the 
dollar amount issued, while Malaysia accounted for 36.3%. Corporate 
Sukuk issues amounted to US$13.3 billion, or 88.5% of the total dollar 
amount, while sovereign Sukuk were worth US$1.7 billion, or 11.5%. 
In 2008, Malaysia was the largest market for Sukuk, raising US$5.5 
billion from 54 issues. The UAE was the second largest market, raising 
US$5.3 billion from 10 issues.

Chart 1: Distribution of Sukuk Issues by Country (US$ billion)

Source: Zawya

The US dollar dominance over the Sukuk market has weakened. 
The total amount of dollar-denominated Sukuk issued in 2008 was 
US$1.5 billion or 10.1% of the total Sukuk issuance, versus US$13.9 
billion in 2007 (41.2%). Moreover, the number of dollar-denominated 
issues was 27 in 2007, compared to 2008 when only fi ve issues saw 
the light of day.

The Islamic fi nance industry still lacks harmony among its players, as 
the disparities among Islamic fi nancial institutions are still present. As 
a matter of fact, previous efforts have marginally closed the gap, which 
helped in the recent growth, but there is still more work that needs to 
be done to bring about greater consistency in the industry.

Despite its decline, the prospects for the Sukuk market are still positive 
because of the existing demand. The speedy recovery of the Sukuk 
market depends largely on the global fi nancial industry’s rehabilitation 
process, especially in the GCC region. In the meantime, many issues 
are being delayed in anticipation of the right time to jump back onto 
the wagon. In addition, many new issues are being announced without 
specifi c dates. Basically, Sukuk are being piled up waiting for the 
global economy, especially the fi nancial industry, to ride out of the 
recessionary conditions.

Credit crunch to deny Sukuk growth continuance
The Islamic fi nance industry has been gaining popularity in recent 
years. Around 300 fi nancial institutions are working according to 

Islamic principles and they are scattered over 75 countries. Currently, 
GCC and Malaysia are the main centers for the industry.

Excluding 2008, the Islamic fi nancing industry had been growing at a 
double digit pace over the last 10 years. It is estimated that the Islamic 
fi nancing assets are worth up to US$700 billion. Part of this massive 
expansion of this market is due to the boom of the GCC economies. 
In addition, the industry had been witnessing widespread acceptance 
among Muslims and non-Muslims alike. Nevertheless, the industry is 
still in its infancy, compared to the global fi nancial sector.

With the ongoing crisis in the fi nancial industry, calls to rely more on 
the Islamic principles are rising. Islamic fi nancial institutions were 
impacted less than conventional institutions. The reduced impact was 
due to the restrictions that Islamic laws place on fi nancial transactions. 
The toxic assets, which include mortgage-backed securities (MBS) and 
credit default swap (CDS), are unacceptable in Shariah.

Even though there was a decline in the amount of Sukuk issuance 
in 2008, after years of massive growth, the number of global Sukuk 
issues increased from 129 in 2007 to 165 in 2008. As evidence of 
the credit crunch’s effect on Sukuk, issuances in the fourth quarter of 
2008 were weak when compared with the other quarters in that year. 
In the fi rst three quarters of last year, the number of Sukuk issuances 
was 139 raising US$14.3 billion, averaging US$4.8 billion per quarter. 
On the other hand, the number of Sukuk issuances in the fourth 
quarter of 2008 was 26, raising US$0.8 billion.

Chart 2: Sukuk Issuance by Region

Source: Zawya

The number of Sukuk issued by the corporate sector slightly decreased 
from 97 in 2007 to 92 in 2008, while the number of sovereign Sukuk 
more than doubled to 73 from 32 in 2007. The number of sovereign 
issuances was driven primarily by Gambia, which is a low-income 
African country (gross domestic product per capita of US$1,200) 
populated mostly by Muslims.

Gambia had no Sukuk issuances in 2007, but started issuing Al 
Salaam Sukuk, ending 2008 with 40 issuances. The dollar amount 
raised from these issues was small when compared to the total Sukuk 

Sukuk Market — Down But Not Out (Part I)

continued...

By Global Investment House
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Sukuk Market — Down But Not Out (Part I) (continued)

market, but the high number of Gambian Sukuk shows that there is 
overwhelming demand for fi nancial instruments that are in compliance 
with the Shariah, especially in the Muslim world.

Of the 165 Sukuk issued in 2008, 92 (55.8%) were corporate issues, 
compared to 97 out of 129 (75.2%) in 2007. Despite the decrease, 
corporate constituted a large portion of the total amount issued. 

Corporate Sukuk issues amounted to US$13.3 billion, or 88.5% of the 
total dollar amount, while sovereign Sukuk were worth US$1.7 billion, 
or 11.5%.

Some countries had no corporate Sukuk issues, such as Brunei which 
had four sovereign Sukuk issues worth more than US$95 million. On 
the other hand, corporate issues were dominating in some countries 
like Malaysia which had 54 corporate issues. 

Out of 73 sovereign Sukuk issues, 24 Sukuk were sold by the government 
of Bahrain which included the US$350 million international, dollar-
denominated Sukuk by the Central Bank of Bahrain.

Malaysia and UAE still in competition
In 2008, 10 countries had Sukuk issuance, of which half were from 
the GCC countries. The composition of issuing countries was the same 
as in 2007, except for Gambia which replaced Sudan. All countries 
experienced a fall in Sukuk issuance in terms of dollar amount in 2008 
except for Qatar and Indonesia.

The largest drop in Sukuk issuance was recorded by Kuwait, which 
witnessed a 77.2% decline from US$835 million, followed by Saudi 
Arabia with a fall of 67.2% from US$5.7 billion in 2007. The only country 
to experience a major increase in Sukuk issuance was Indonesia with 
a more than six-fold increase over 2007 (US$92.8 million), while Qatar 
maintained almost the same level.

In 2008, Malaysia was the largest market for Sukuk. raising US$5.5 
billion from 54 issues; the average issue raised was US$101.3 million. 
The UAE was second, raising US$5.3 billion from 10 issues; average 
issue size was US$530 million. Saudi Arabia was the only country to 
join the billion dollar Sukuk club, along with the UAE and Malaysia, 
raising US$1.9 billion from four issues and averaging US$468.3 
million per issue.

The amount of Sukuk issuance in Gambia was the lowest in 2008 
(US$12.6 million), despite it having a high a number of issues, at 40. 
Other countries include Bahrain (US$700 million), Indonesia (US$663 
million), Pakistan (US$476 million), Qatar (US$300.9 million), Kuwait 
(US$190 million) and Brunei (US$95 million).

Table 1: Sukuk issuance by country 

US$ million 2008 2007 YoY (%)

Bahrain 700.4 1,065.0 -34.2%

Saudi Arabia 1,873.2 5,716.3 -67.2%

Kuwait 190.0 835.0 -77.2%

Qatar 300.9 300.0 0.3%

Malaysia 5,470.4 13,412.9 -59.2%

Pakistan 476.2 524.3 -9.2%

Brunei 95.1 279.3 -65.9%

UAE 5,300.2 10,807.5 -51.0%

Indonesia 663.3 92.8 615.1%

Gambia 12.6  No Issue N/A

Sudan  No Issue 130.0 N/A

Source: Zawya

Part II of the report will appear in next week’s issue.

Chart 3: Global Sukuk issuance

Source: Zawya
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“The largest drop in Sukuk 
issuance was recorded by 
Kuwait, which witnessed a 
77.2% decline from US$835 
million, followed by Saudi Arabia 
with a fall of 67.2%”
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“Weiji” is the Chinese word for crisis, which literally means “risky 
chance”. From the Chinese point of view, every crisis contains a 
chance for reconstruction and renewal. So where are the potentials 
nowadays, during a globalized and severe recession?

According to Dr Nasser H Saidi, chief economist at Dubai International 
Financial Centre Authority (DIFCA), the high currency reserves of Ara-
bian Gulf states are a chance to support global liquidity and to boost 
Islamic fi nance as a genuine banking alternative for the future. “The 
GCC states (Saudi Arabia, Kuwait, Bahrain, Qatar, UAE and Oman) 
have amassed reserves of US$3.3 trillion during the oil price rally in 
recent years”, he said. “But the debt market is still in its infant stage 
in this part of the world.”

Saidi also said that the decline in the issuance of interest-free bonds 
in line with the Shariah does not signal a major setback for the indus-
try. He points out that apprehension and pessimism are rife in every 
corner of the fi nancial markets and not just the Islamic world. “With 
the investors’ risk aversion still on the rise, they shy away from all sorts 
of fi nancing, whether conventional or Islamic,” he added.

The DJ Citigroup Sukuk Index declined by 3.65% in February.

Potential number 1: Islamic fi nancial institutions
Transforming liquidity into supportive cushions is exactly what hap-
pens in the Gulf. The Dubai government announced a US$20 billion 
bond program to refi nance outstanding debt. Investors hailed this ini-
tiative by sending the Dow Jones DFM Titans 10 Index, which mea-
sures the 10 biggest capitalized fi rms listed on the Dubai Financial 
Market, up 4.47% in February (based on the close of trading on the 
24th February).

The Dow Jones DFM Titans 10 Index was topped only by the Dow Jones 
JS Pakistan Islamic Index (7.40% higher), followed by the DJIM Taiwan 
Index (gaining 3.43%, outperforming its conventional counterpart by 
2.23%). The UAE and Pakistan are important centers for Islamic fi -
nance, which is at this time a US$1 trillion market worldwide.

“Islamic fi nancial institutions (IFIs), by nature, do not bear toxic assets, 
act conservatively and continue to unlock fi nancial potential by giv-
ing corporations and the middle class in poor countries tools of faith-
based investment,” Saidi explains. However, many IFIs postponed their 
expansion plans to Europe and East Asia. They have instead put their 
regional focus on the Middle East. “Operations abroad are delayed, 
but not canceled”, confi rms Al Afshar, senior vice president and head 
of institutional and investment banking division at Al Hilal Bank in Abu 
Dhabi, another important Islamic fi nance center.

Potential number 2: Sustainable investment
Saidi also stresses that 40% of world economic production now comes 
from emerging markets. In February 2009, the 10 best performing 
indexes of the DJIM Index family were based in non-industrialized 
nations or regions. For the month, the DJIM US Titans 50 Index (off 
4.65%), the DJIM Europe Titans 25 Index (down 7.48%) and the DJIM 
Japan Index (12.95% lower) posted above average losses.

This came despite a market rally on the 24th February triggered by US 
president Barack Obama and Federal Reserve Board chairman Ben 

Bernanke remarking that an economic recovery may occur at the end 
of 2009. But what all markets have in common is that they have not 
yet unlocked the full potential of sustainable investments.

“This unique crisis offers unique chances for courageous investors to 
re-allocate capital to ‘green’ real estate companies, and to selected 
innovative producers of renewable energy, especially in Asia”, says 
Burkhard Varnholt, chief investment offi cer of Swiss private bank Sar-
asin. Dow Jones Indexes offers the DJIM Sustainability Index (off 7% 
in February), a benchmark which combines Islamic and sustainable 
investment principles. Among the sector indexes, the DJIM Consumer 
Services Index lost the least amount (down 2.45%), while the DJIM 
Utilities Index fell the most (down 10.32%).

In order to unlock their true investment potential, fund managers 
should (and will) rethink their traditional asset allocation, according to 
Varnholt, which he calls a probable painful process. We see this hap-
pening even now around the globe. Former General Electric CEO Jack 
Welch seems to agree, and he expresses the “Weiji” of 2009 even 
clearer: “The biggest danger in the post-fi nancial crisis era is to miss 
the next rebound of the global economy.”

Monthly report on the performance of the Dow Jones Islamic Market 
Indexes (see next page)

Dow Jones Islamic Market Indexes in February:
Unlocking Potential

By Gérard Al-Fil

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



www.islamicfi nancenews.com
MARKET REPORT

Page 19© 27th February 2009

Based on the close of trading on the 24th February, the global 
Dow Jones Islamic Market Titans 100 Index, which measures the 
performance of 100 of the leading Shariah compliant stocks globally, 
lost -5.80% month-to-date, closing at 1524.16. In comparison, the 
Dow Jones Global Titans 50 Index, which measures the 50 biggest 
companies worldwide, posted a loss of -7.24%, closing at 119.73.

The Dow Jones Islamic Market Asia/Pacifi c Titans 25 Index, which 
measures the performance of 25 of the leading Shariah compliant 
stocks in the Asia/Pacifi c region, decreased -8.71%, closing at 
1184.06. The Dow Jones Asian Titans 50 Index, in comparison, 
posted a loss of -10.07%, closing at 85.16.

The Dow Jones Islamic Market Europe Titans 25 Index, which 
measures the performance of the 25 of the leading Shariah 
compliant stocks in Europe, closed at 1441.83, a loss of -7.48%, 
while the pan-European blue chip Dow Jones STOXX 50 Index lost 
-10.89%, closing at 1691.62.

Measuring the performance of 50 of the largest Shariah compliant 
US stocks, the Dow Jones Islamic Market US Titans 50 Index 
decreased, closing at 1618.68. It represents a loss of -4.65%. 
The US blue chip Dow Jones Industrial Average decreased -8.12%, 
closing at 7350.94.
 

Middle East and GCC Regions
In February, the Dow Jones DFM Titans 10 Index, measuring the 10 
largest and most liquid stocks listed on the Dubai Financial Market, 
closed at 1908.93. It is a gain of 4.47% month-to-date.

The Dow Jones Islamic Market Kuwait Index posted a loss of -
12.12%, closing at 653.61. Its conventional counterpart index, the 
Dow Jones Kuwait Composite Index, was down, closing at 172.67. It 
represents a loss of -10.01%.

The Dow Jones Islamic Market Turkey Index closed at 1795.54, a 
performance of -4.58% month-to-date, while the Dow Jones Wilshire 
Turkey Index closed at 481.13, a loss of -9.29%.

Measuring the performance of Shariah compliant stocks of fi ve of 
the Gulf Cooperation Council (GCC) member states, the Dow Jones 
Islamic Market GCC Index closed at 940.07, a loss of -4.43%. The 
conventional Dow Jones GCC Index was down -6.74%, closing at 
1024.97.

Other Markets and Asset Classes
The Dow Jones Islamic Market BRIC Equal Weighted Index decreased 
-3.08%. It had a closing value of 896.76. By comparison, the Dow 
Jones BRIC 50 Index closed at 289.02, a loss of -3.50%. The Dow 
Jones Citigroup Sukuk Index, which measures the performance 
of global bonds complying with Islamic investment guidelines, 
decreased 3.65%, closing at 87.47.

The Dow Jones Islamic Market Sustainability Index, which measures 
sustainable practice business of companies respecting the Shariah 
laws, decreased -7.00%, closing at 1580.15. The conventional 
Dow Jones Sustainability Index lost -9.37% with a closing value of 
626.81.

Global February 2009 Industries Winners and Losers
The three best performing Dow Jones Islamic Market Industry 
Indexes were consumer services, health care and technology, with 
performances of -2.45%, -4.36% and -4.56%, respectively. 

The Dow Jones Islamic Market Utilities, Dow Jones Islamic Market 
Industrials and Dow Jones Islamic Oil & Gas indexes were the three 
worst performing industry indexes with performances of -10.32%, 
-7.96% and -7.46%, respectively.

Monthly Report on the Performance of the Dow Jones Islamic Market Indexes

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

Dow Jones Islamic Market Indexes Conventional Dow Jones Indexes

Index Names Index Close February 2009 MTD 2009 MTD 2009 Index Close February 2009 Index Names

DJIM Asia/Pacifi c Index 755.51 -7.75% -11.15% 77.16 DJ Asia/Pacifi c Index

DJIM China Offshore Index 1241.34 -3.17% -0.85% 2378.28 DJ China Offshore 50 Index

DJIM Hong Kong Index 789.14 -0.50% -3.41% 236.21 DJ Hong Kong Index

DJIM India Index 753.80 -6.50% -8.05% 787.55 DJ Wilshire India Index

DJIM Indonesia Index 485.39 -1.15% -6.63% 58.18 DJ Indonesia Index

DJIM Japan Index 713.47 -12.92% -14.66% 61.82 DJ Japan Index

DJIM Malaysia Index 930.22 -2.09% -0.38% 122.95 DJ Malaysia Index

Dow Jones-JS Pakistan Islamic Index 6744.41 7.40% 9.80% 411.06 DJ Wilshire Pakistan Index

DJIM Philippines Index 1084.16 1.70% 0.28% 96.44 DJ Philippines Index

DJIM Singapore Index 632.31 -6.81% -8.83% 133.20 DJ Singapore Index

DJIM South Korea Index 367.78 -14.95% -16.87% 112.20 DJ South Korea Index

DJIM Amana Sri Lanka Index 869.65 -6.11% -5.46% 97.51 DJ Sri Lanka Index

DJIM Taiwan Index 2371.51 3.43% 1.20% 79.90 DJ Taiwan Index

DJIM Thailand Index 832.34 -4.12% -3.56% 52.44 DJ Thailand Index

Dow Jones Islamic Market Indexes in February: Unlocking Potential  (continued)
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It is well known that the demand for microfi nance products in Sudan 
is extremely high and experiencing an upsurge due to the escalating 
poverty in rural and urban areas. A huge gap exists in which demand 
far outstrips supply. This could be narrowed by working on both sides, 
fi rstly by targeting the needs of creditworthy, economically active 
clients, and secondly by broadening the supply side to reach more 
home-based and start-up enterprises.

While the microfi nance strategy focuses on the supply side, it is 
imperative that it be complemented by a specifi c set of interventions 
that focus on the types of fi nancial and non-fi nancial services in 
demand by the economically active poor and micro-entrepreneurs as 
well as their areas of concentration.

Mapping the served versus unserved or underserved 
markets
The approach used by microfi nance institutions (MFIs) to identify the 
needs of clients and design outreach and follow-up methods should 
be modifi ed to cater to realities on the ground. Social funds now 
provide micro-lending services to targeted populations according to 
their particular mandates. 

The efforts exerted by banks in providing microfi nance depend entirely 
on individual bank initiatives and perceptions about the targeted 
groups. Their microfi nance programs do not fall under a national policy 
and are typically not derived from market studies.

Needs assessments of targeted clients would allow MFIs to design 
methods of outreach and follow-up that are tailored to the needs of the 
designated target groups (unemployed graduates, internally displaced 
persons, productive families, among others). A non-governmental 
organization (NGO) or MFI may opt in the future to specialize in 
dealing with one group of clients or a specifi c geographical location 
that matches its organizational capacity and service delivery mode. 
As women make up a majority of the microfi nance clients, gender 
sensitivity must be employed when designing needs assessment 
tools.

Defi ning the target clients and studying their needs
The absence of a satisfactory defi nition of poverty and methods of 
identifying the poor (the microfi nance clients) has inhibited credit fl ows 
to this segment of the population. 

Among NGOs, the decision to work in one location over another is not 
based on normal market targeting and penetration. Instead, MFIs’ 
dependence on external donors dictates their operation in areas 
preferred by donors.

With regard to banks, there is no commonly accepted defi nition of 
the target group for microfi nance or a set of unifi ed eligibility criteria 
across banks or even across branches of the same bank. 

Although it is mandated by the central bank that commercial banks 
channel at least 10% of their total loans to fi nance productive families, 
artisans and small professionals, in practice this has not been enforced 
and it is left to the discretion of the individual banks.

In the absence of a precise defi nition of who the poor are, there 
has been a tendency to restrict credit access based on traditional 
interpretations of “productive” families as a result of which, badly 
needed market segmentation and client targeting is almost absent.

It is essential for MFIs to agree upon criteria for identifi cation of the 
poor, particularly the poor micro-entrepreneurs. As poverty is a multi-
dimensional phenomenon, a set of indicators (as opposed to just 
one, like income) should be shortlisted to identify this group. Local 
variations on criteria should be considered in response to differing 
rural and urban indicators.

Expanding the outreach
To facilitate delivery of services according to the clients, requirements 
for branches such as security standards, working hours, daily clearing 
of accounts or limitations on location will need to be reviewed to make 
them more fl exible. Flexibility in terms of the service being provided 
and extension of working hours may be necessary depending on the 
location.

Mobile units, for example, may be considered for remote areas with 
reasonable security measures. Also, the physical structure of the 
branches, such as the strong rooms and safes, should be specifi ed 
according to the volume of work and money. Other recommendations 
for direct lending and savings mobilization in the fi eld through 
intermediaries should be preceded by a detailed study to assure the 
soundness of needed procedures and the legal status.

Creating linkages among banks, NGOs and the Central 
Bank of Sudan
Experience has shown that such linkages, particularly in the remote 
rural areas where banks have diffi culty reaching the poor, can greatly 
expand the delivery of fi nancial services in an effi cient manner through 
the following specifi c interventions:

• Providing supplementary credit facilities for meeting the credit 
needs of the poor by combining the fi nancial resources of the 
formal fi nancial institutions with the more fl exible capabilities 
of the informal credit systems, their sensitivity to the needs 
of the poor and their greater ability to identify them and their 
character strengths.

• Encouraging banking activities, both savings and credit 
activities, in identifying and reaching the unserved and 
underserved segments of the population, which the formal 
fi nancial institutions normally fi nd diffi cult to cover.

A Study of Microfi nance Practices (Part III)
By Dr Ishraq Dirar

continued...

“It is essential for MFIs to agree 
upon criteria for identifi cation of 
the poor, particularly the poor 
micro-entrepreneurs”
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• Building mutual trust and confi dence between bankers and 
the poor.

Cost analysis and pricing
The pricing of products should be based on adequate costing to 
stimulate the supply of services. To reach this level, it is important 
to conduct a thorough analysis of cost elements and their relation to 
product pricing, and ultimately to the balance between supply and 
demand. Some of the factors that infl uence product costing and 
pricing are:

• Expanding the supply of services requires tremendous outreach 
efforts including geographical presence. Capital investments, 
besides those in fi eld operations and management, are needed 
to cater for this and it adds considerably to the costs of the 
fi nal product.

• Extending the services would also require the opening of 
microfi nance windows within existing bank branches and 
networks as well as investing in staff training and orientation 
for effi cient management of the microfi nance business. This 
would also incur additional costs.

Extending microfi nance services (being non-collateralized) increases 
banks’ risk exposure, requiring correspondingly higher reward and 
thereby determining the remunerative pricing of products. The profi t 
margins should always refl ect the risk exposure and opportunity costs 
undertaken by the bank.

Promoting savings and insurance products requires aggressive out-
reach efforts to stimulate effective demand, which would add to costs 
and therefore should be integrated into pricing policies. The recom-
mended cost-sharing fi nancing modality requires close management 
by the banks and their clients. In view of the low management capac-
ity of the targeted clients, much of the burden rests with the bank to 
facilitate access by clients to business development services (BDS) 
including advisory and monitoring services (at a fair cost).

Risk exposure is also linked with delayed repayments, delinquent and 
doubtful debts, and writing-off of bad debts, which mean additional 
costs including management action. 

Therefore, increasing the supply side requires charging remunerative 
prices which would only be possible if banks were free to decide the 
level of mark-ups on fi nancial transactions that would enable them to 
satisfy the demand for services and be more client-responsive.

Demand for microfi nance services can be considered as being price 
inelastic in view of the acute shortage in this sector. As such, prices 
could be pushed up to the point that stimulates other actors to 
increase supply with the expectation that competition will then bring 

prices to the equilibrium level where supply matches demand. The 
process would continue to set different price levels that would provide 
the adequate market incentive.

Achievements of the Microfi nance Unit, Central Bank of Sudan:
Finance

• Musharakah contract with eight specialized banks worth 
US$60 million

• A total of 25,000 economically active poor were reached, with 
23% of the funds allocated to women

• Equity fi nance of US$20 million to a newly-established MFI, the 
Family Bank

Capacity building
• Reputable fi rm contracted to carry out training programs
• Training of 400 branch managers and loan offi cers
• Orientation sessions for general managers
• Exposure visits to learn best practices
• Consultative international forum

Creating a conducive environment
• Regulatory framework developed and published
• Revision of policies and rules that govern the sector
• Review of banking laws and policies of the Central Bank of 

Sudan
• Diversifi cation of microfi nance services and products

This article is the third part of Dr Ishraq’s case study, “A Study of 
Microfi nance Practices”. The fi rst two articles appeared in Vol 6 Issue 
6 (13th February) and Issue 7 (20th February). The next part will appear 
next week.

A Study of Microfi nance Practices (Part III) (continued)

Dr Ishraq Dirar
Director
Microfi nance Unit
Central Bank of Sudan
Tel: +249 183 464 127/ 461 659
Email: Ishraq.Dirar@cbos.gov.sd

Next Forum Question

A GCC regulator asserts that there has never been a better time for Gulf governments to start issuing Sukuk, 
despite the current clime. What’s hampering this development, and why?

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, 4th March 2009.
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Islamic Finance news talks to leading players in the industry

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

Before joining Abu Dhabi Islamic Bank (ADIB) as CEO in March 2008, 
I was the general manager and head of corporate and investment 
banking at Samba Financial Group (formerly Saudi American Bank) 
based in Riyadh, Saudi Arabia, from 2004 to 2007.

I held various leadership positions during my 22 years with Citigroup 
where I was the CEO and managing director for Citibank Romania 
as well as the regional business head for Citibank Bulgaria in 2003. 
From 2000 to 2003, I was the CEO for Citibank Slovakia, overseeing 
both the corporate and consumer businesses, and between 1998 and 
2000 I was the regional credit director for Citibank North Africa.

For six years before this, I was seconded from Citibank to Saudi 
American Bank as a division head in the corporate bank and later as 
the regional senior credit offi cer.

What does your role involve?
As CEO of ADIB, I lead the fourth largest Islamic bank in the world, 
serving a large number of customers and corporate clients through a 
network of more than 45 retail banking branches. 

I am responsible for driving the growth of the business and achieving 
the bank’s new mission, to become a top tier Islamic fi nance institution 
offering solutions to the global community. I am also overseeing 
the growth plans in ADIB, including international expansion and 
diversifi cation of the core customer offerings.

What is your greatest achievement to date?
During my career, I oversaw some of the highest profi le fi nancing, 
advisories and acquisition projects in Europe and throughout the region. 
These included Islamic fi nance and initial public offerings for Etisalat, 
Bank Al Bilad and Yansab; mergers and acquisitions (M&A) advisory and 
the EUR380 million (US$480 million) acquisition fi nancing for Bulgaria 
Telecom; the EUR1.2 billion (US$2 billion) leveraged recapitalization of 
Mobitel; privatization and M&A advisory for Rometel as well as export 
credit facilities for Zap Telecom in Romania, and acquisition fi nancing 
of US$225 million for Orascom Telecom in Egypt.

What are the strengths of your business?
We are seeing many non-Muslims adopting Islamic fi nancial products 
over conventional bank offerings. The biggest strength of Islamic 
fi nance is the ability of the system to serve both Muslims and non-

Muslims. In ADIB, a large number of our clients are non-Muslims and it 
is due to the way our products are structured compared to conventional 
products, and also our level of operational transparency.

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

I think the resources of the business are the key drivers of its success. 
In ADIB, we were not only able to maintain the best people in the 
banking industry but also attract high quality new staff to support the 
growth we are looking to achieve. 

By having the best people on board and by employing sophisticated 
techniques, we are able to develop some products that are not only 
profi table for the bank but are also ethically motivated and meet the 
needs of our customers.

In addition, our Shariah Board plays an important role in introducing 
innovative products and services that are able to meet the standards 
presented by conventional banks.

What are the obstacles faced in running your 
business today?

The biggest challenge is in our ability, as an industry, to introduce 
suffi cient investment vehicles and new asset classes fast enough to 
capture the growing demand for Shariah compliant fi nancial services. 

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

The growth of the Islamic fi nance industry has been signifi cant in 
the past couple of years as a number of new Islamic banks have 
established themselves in the region and globally. In the UK alone, 
the number of Islamic banks has more than doubled over the past 12 
months.

Today, there are around 300 Islamic banks and fi nancial institutions 
worldwide with an estimated US$300 billion in assets, predicted to 
soar to US$1.3 trillion by 2012, according to a report by Goldman 
Sachs.

In the UAE, Islamic banks have become an increasingly important part 
of the country’s banking system and have made rapid strides along 
the way. Islamic banks have also increased their share of total bank 
assets, from 8.8% at the end of 2002 to 13.4% at the end of the fi rst 
quarter of 2008.

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

One of the problems facing Islamic fi nance is the misconception 
surrounding the concept of Islamic fi nance. Despite the boom in 
demand for Islamic banking services, there still remains a small 
market segment that is sceptical about its practices. 

It is our role to educate these potential customers about the fea-
tures and benefi ts of Islamic fi nance, maintain a transparent rela-
tionship with them and gain their trust and confi dence in this bank-
ing vehicle.

Name:

Position:

Company:

Based: 

Nationality:

Tirad Mahmoud 

CEO 

Abu Dhabi Islamic Bank

Abu Dhabi

Qatari
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INSTRUMENT Ijarah sale and leaseback

ISSUER/OBLIGOR The government of Indonesia, represented by government Shariah securities issuing companies

TENOR Three years

PAR VALUE PER UNIT IDR1 million (US$84)

PRICE PER UNIT At par (100%)

PURCHASE LOTS Minimum IDR5 million (US$420) and in multiples of this amount. No maximum amount

REDEMPTION VALUE At par (100%); bullet payment

OFFERING PERIOD 6th to 20th February 2009

ALLOTMENT DATE 23rd February 2009

SETTLEMENT DATE 25th February 2009

DATE OF LISTING 26th February 2009

MATURITY DATE 25th February 2012

RETURN Fixed coupon (to be determined)

COUPON PAYMENT Monthly (25th of each month)

TRADABILITY Tradable

UNDERLYING ASSETS Land and/or building property owned by the state, currently in use by the ministry of fi nance

LEGAL COUNSEL Marsinih Martoatmodjo Iskandar Kusdihardjo Law Offi ce

SALES AGENTS

One Islamic commercial bank — Syariah Bank Mandiri; four conventional commercial banks — Bank Mandiri, 
Citibank, the Hongkong and Shanghai Banking Corporation and Bank Internasional Indonesia; and eight 
securities houses — Danareksa Sekuritas, Trimegah Securities, CIMB-GK Securities Indonesia, Andalan Artha 
Advisindo Sekuritas, Reliance Securities, Anugerah Securindo Indah, Bahana Securities and BNI Securities.

Indonesian Government’s Retail Sukuk

For more termsheets, visit www.islamicfinancenews.com
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BNP PARIBAS
FRANCE: Alain Papiasse, the head of asset 
management, is swapping roles with the 
investment banking head, Jacques d’Estais, 
on the 31st March.

The French bank’s chief executive, Baudouin 
Prot, said the switch will “enable two key 
executive offi cers to continue growing these 
two core businesses by giving them the 
benefi t of a fresh eye”.

BARCLAYS GLOBAL 
INVESTORS
US: The investment management subsidiary 
of UK-based Barclays Bank has named 
John Longley as the new head of national 
accounts for the US iShares Exchange 
Traded Funds (ETFs) Business.

Longley will set the strategic direction 
and lead a team to expand iShares ETF 
distribution through key partnerships with 
national and regional banks and broker 
dealers.

He was previously the CEO of Citi Private 
Bank where he oversaw 24 offi ces in the US 
and Canada, delivering investment, banking 
and wealth advisory services to ultra high net 
worth individuals.

MORGAN STANLEY
US: William M Wicker is the new vice-
chairman of investment banking for the 
fi rm’s natural resources group, focusing on 
the energy sector.

Wicker spent seven years at Goldman Sachs, 
where he held various senior positions and was 
most recently a partner and managing director 
in its natural resources group in New York.

CITI
US: Alexander Molyneux, the managing 
director who headed Citi’s metals and 
mining investment banking for the Asia-
Pacifi c region, will be leaving the bank. 
No announcement has been made on his 
replacement.

Molyneux joined Citi in 2007 from UBS, 
where he was an executive director in 
investment banking. Previously, Molyneux 
spent fi ve years with Deutsche Bank.

THOMSON REUTERS
US: Leading news and information provider 
Thomson Reuters has appointed Rushdi 
Siddiqui as the head of its Islamic fi nance 
business. He is tasked with growing its 
Islamic fi nance assets covering content, 
news, analytics and trading capabilities.

He will be working closely with Islamic 
fi nance and banking professionals as well as 
those in treasury, fi nancial hubs, regulators, 
stock exchanges, central banks, Takaful 
entities, the halal industry, Organization of 
Islamic Conference member countries, trade 
and investment, among others.

Rushdi said Thomson Reuters’ platform 
addresses several of the bottlenecks 
hindering the growth of Islamic fi nance, 
including the reduction of information 
search costs, connectivity to the global 
Islamic fi nance community and executing 
transactions.

He was previously at Dow Jones for 10 years, 
his last position being as global director for 
Islamic market Indices. In the 1990s he 
worked at a Wall Street investment bank and 
commercial bank.

DELOITTE
MALAYSIA: Nordin Mohd Zain is the new 
partner at Deloitte Malaysia, and brings with 
him years of experience in conventional and 
Islamic accounting standards to enhance 
the company’s ability to deliver value to 
its clients, particularly in audit and Islamic 
fi nance.

He is also a board member of the Accounting 
and Auditing Organization for Islamic 
Financial Institutions based in Bahrain. He 
holds a PhD in strategic management from 
the University of Strathclyde, Glasgow, UK. 
He was also the executive director of the 
Malaysian Accounting Standards Board 
(MASB).

SOCIETE GENERALE
FRANCE: The fi rm has restructured its 
executive management committee in its 
corporate and investment banking unit 
effective from the 31st March.

Thierry Aulagnon is the new head of the 
corporate, institutions and advisory division 
while Christophe Mianne is the head of 
global equity, the derivatives solution 
division, and the fi xed income, currencies 
and commodities division. Jean-Luc Parer 
is head of capital raising and the fi nancing 
division, while Slawomir Krupa is chief of 
staff in charge of strategy.

Patrick Soulard, who played a key role in 
boosting client franchises and developing 
activity internationally, is leaving the group to 
pursue other interests.

STANDARD CHARTERED
HONG KONG: The bank has hired Ronnie 
Potel as the global head of origination for 
equity-linked securities, based in Hong Kong 
and focusing on Asia and the Middle East.

Potel was the head of equity-linked capital 
markets origination for Asia at Citigroup and 
had previously worked at Deutsche Bank in 
London.

RCIEF
RUSSIA: Professor Sudin Haron has been 
appointed chairman of the Russian Center 
for Islamic Economic and Finance (RCIEF) 
international advisory panel for a two-year 
period effective January.

The Russian Islamic University established 
RCIEF in Kazan as a center of excellence last 
October to lead the development of Islamic 
fi nance in Russia and the countries of the 
Commonwealth of Independent States.

Sudin will assist in developing the profi le and 
image of RCIEF, in addition to establishing 

continued...
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the short-term and long-term strategic 
direction and bridging the gap between 
industry and the organization.

He is a scholar with vast experience in 
banking and fi nance as well as business 
management. He worked in the Islamic 
banking and Takaful division at the central 
bank. In 2006, he was appointed the deputy 
chief executive of the International Centre for 
Education in Islamic Finance.

HSBC
HONG KONG: Jeff Bennett will be the head of 
leverage and acquisition for the Asia-Pacifi c, 
succeeding David Simons who has left the 
bank.

Bennett, who has 20 years of experience 
in acquisition fi nancing, joined HSBC as a 
managing director of leveraged fi nance in 
London in May 2007 and was transferred to 
Hong Kong fi ve months later. Previously, he 
was the managing director of the acquisition 
fi nance group at Morgan Stanley.

Simons joined HSBC in May 2007 and in 
the following year, all of the bank’s Asia-
Pacifi c loan underwriting and syndication 
were restructured under the leveraged and 
acquisition fi nance group that he headed.

DEUTSCHE BANK
AUSTRALIA: James Freeman has been 
appointed head of banking research, 
replacing Ross Brown, who has taken a one-
year sabbatical to travel overseas.

Freeman has more than 10 years experience 
and joins existing research analysts Victor 
German and Prue Rydstrand in the highly 
regarded banking research team.

He joins Deutsche Bank from Goldman 
Sachs JBWere, where he was a senior 
banking analyst with primary coverage of all 
the major Australian listed banks.

CITIGROUP
EUROPE: Mark Harrison has been named 
as the European head of prime fi nance, 
succeeding Nick Roe, who remains as the 
global head of prime fi nance.

Harrison was previously the CEO of hedge 
fund Cheyne Capital Management. He was 

also the global chief operating offi cer for 
equity derivatives and the European head of 
securities lending at Morgan Stanley, as well 
as international head of prime brokerage and 
securities lending at Deutsche Bank.

MERRILL LYNCH
HONG KONG: The global fi nancial services 
fi rm’s co-head of equity capital markets, 
Soofi an Zuberi, has been promoted to a 
newly created position as head of global 
market sales for the Asia-Pacifi c ex-Japan 
effective immediately.

Soofi an will be responsible for all sales 
activities across equities and FICC (fi xed-
income, currencies and commodities). He will 
be reporting to Mike Halloran, head of FICC, 
and Yasuhiro Fujiwara, head of equities.

The 14-year veteran with Merrill co-headed 
the Asia-Pacifi c ECM with Jason Cox, who will 
continue to lead the division.

MBSB
MALAYSIA: In line with Malaysia Building 
Society’s (MBSB) move to reposition itself in 
the Islamic fi nancial market, it has appointed 
Ahmad Zaini Othman as its CEO.

Ahmad Zaini who has more than 24 years 
of experience in the banking industry and 
the corporate sector, is replacing Ahmad 
Farid Omar whose term ended on the 31st 
December last year.

Before joining MBSB, Ahmad Zaini was the 
CEO of AmIslamic Bank for three years. He 
has also served as the head/senior general 
manager of corporate banking in AmBank 
and as senior general manager/director of 
corporate fi nance in Perwaja Steel.

SALAMA
QATAR: One of the region’s leading Islamic 
insurance companies, Islamic Arab 
Insurance Company (SALAMA), has promoted 
Rafi q Halani to general manager of general 
and health Takaful while Noel D’Mello has 
been appointed general manager of Family 
Takaful.

The reorganization of its top level 
management was prompted by the 
increase in its customer base and premium 
collection..
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Another Islamic Finance news exclusive

ISSUER SIZE (million) INSTRUMENT

Matahari Putra Prima US$16.85 Sukuk Ijarah

Bank Negara Indonesia US$50 Sukuk

Japan Bank for International 
Coorperation

US$200 TBA

Agni US$71 Sukuk

Danga Capital US$2.82 billion Sukuk Musharakah

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

Tamweel Up to US$544.5 Sukuk

Dubai Bank Up to US$500 Sukuk

Bakrieland Development Up to US$32.85 Sukuk

TSH Resources Up to US$115.3 Sukuk Ijarah

RAK Properties US$2 billion Sukuk

Malaysian Debt Ventures Up to US$449.07 Sukuk

Bumiputra-Commerce US$1.84 billion 
Islamic and conventional CP/MTN 
program

Islamic Bank of Thailand US$178.77 Ijarah

ETA Star Property 
Developers

Up to US$150 Sukuk

Abu Dhabi Commercial Bank US$1.07 billion Islamic MTN

Philippines Up to US$1 billion Sukuk

Bahrain Central Bank US$500 Sukuk

Qatar Islamic Bank US$300 Sukuk

Barwa Real Estate US$800 Sukuk

Tabreed Up to US$500 Sukuk

Amlak Finance US$260 Sukuk

Al-Rajhi Cement Investment US$595 Sukuk

Al-Zamin US$11.15 Mudarabah

Muhibbah Engineering US$125.41 Mudarabah

Islamic Development Bank US$122.75 Ijarah

UMW Toyota Capital US$306.9 Musharakah CP/MTN 

For more details and the full list of deals visit 

www.islamicfi nancenews.com

Deal tracker
Keeping you abreast of the world’s upcoming Shariah compliant deals
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Sharpe ratio for ALL funds (as of the 25th February 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Amanah Saudi Industrial The Saudi British Bank 13.51 Saudi Arabia

2
Islamic Certifi cate on the LLB Eastern Hilal TR 
Index

ABN Amro Bank 11.63 Switzerland

3 Saudi Equity (Al Raed) Samba 11.30 Saudi Arabia

4 Al Beit Al Mali Qatar National Bank 10.88 Qatar

5 Jadwa Africa Equity Freestyle Jadwa Investment 9.75 Saudi Arabia

6 Al Sanabil (A) Global Investment House 9.73 Qatar

7 Amanah Saudi Equity The Saudi British Bank 9.24 Saudi Arabia

8 Al-Saffa Saudi Equity Trading Banque Saudi Fransi 8.87 Saudi Arabia

9 Riyad Equity 2 Riyad Bank 8.60 Saudi Arabia

10 AlAhli Saudi Trading Equity The National Commercial Bank 8.06 Saudi Arabia

Eurekahedge Emerging Markets Islamic Fund Index* 0.25

Disclaimer
Copyright Eurekahedge 2007, All Rights Reserved. You, the user, may freely use the data for internal purposes and may reproduce the index data provided that reference to Eurekahedge is provided in your 
dissemination and/or reproduction. The information is provided on an “as is” basis and you assume and will bear all risk or associated costs in its use, and neither Islamic Finance news, Eurekahedge 
nor its affi liates provide any express or implied warranty or representations as to originality, accuracy, completeness, timeliness, non-infringement, merchantability and fi tness for any purpose.

Contact Eurekahedge
To list your fund or update your fund information: islamicfunds@eurekahedge.com

For further details on Eurekahedge: information@eurekahedge.com 
Tel: +65 6212 0900

Eurekahedge Asia Pacifi c Islamic Fund Index

YTD returns for ALL funds (as of the 25th February 2009)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1
Islamic Al Yusr Certifi cate on the ABN Amro 
European High Dividend Equity A

ABN Amro Bank 10.13 Not disclosed

2 AlAhli Europe Trading Equity The National Commercial Bank 8.05 Saudi Arabia

3 The Iman Allied Asset Advisors 4.60 US

4 HSBC Amanah Pan-European Equity HSBC 3.94 Ireland

5 AlAhli Islamic US Equitybuilder Certifi cates The National Commercial Bank 3.81 Germany

6 Amana Growth Saturna Capital 2.94 US

7 Alfanar Europe TT International 2.16
British Virgin 
Islands

8 Al Madar US Index Almadar Finance & Investment 2.00 Bahrain

9 Amana Income Saturna Capital 1.49 US

10 SGAM Index S&P 500 Shariah SGAM Luxembourg 1.06 Luxembourg

Eurekahedge Islamic Fund Index* 1.70
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S&P Shariah Indices Price Index Levels

The S&P Shariah Indices. 
Creating opportunity for Islamic investors.
To learn more, contact index_services@standardandpoors.com.
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Index Code Index Name 25/2/09 Jan-09 Dec-08 Nov-08 Oct-08 Sep-08 Aug-08

SPSHX S&P 500 Shariah 728.040 776.118 815.565 807.449 851.669 1001.724 1105.698

SPSHEU S&P Europe 350 Shariah 805.476 873.796 958.391 910.501 965.418 1147.329 1360.152

SPSHJU S&P Japan 500 Shariah 746.441 820.175 864.821 810.128 848.709 995.079 1118.087

Index Code Index Name 25/2/09 Jan-09 Dec-08 Nov-08 Oct-08 Sep-08 Aug-08

SPSHAS S&P Pan Asia Shariah 561.683 578.671 610.200 565.823 623.071 788.016 940.242

SPSHG S&P GCC Composite Shariah 518.246 532.742 572.370 604.306 722.769 991.460 1155.680

SPSHPA S&P Pan Arab Shariah 562.160 575.540 623.186 650.379 762.843 1032.773 1201.782

SPSHBR S&P BRIC Shariah 614.435 618.487 645.057 631.042 706.192 958.353 1221.728

Index Code Index Name 25/2/09 Jan-09 Dec-08 Nov-08 Oct-08 Sep-08 Aug-08

SPSHGU S&P Global Property Shariah 389.411 437.696 481.061 447.125 469.889 567.189 696.868

SPSHIF S&P Global Infrastructure Shariah 57.497 64.288 71.250 66.046 71.179 87.066 97.923
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DESCRIPTIVE STATISTICS Market Capitalization (US$ billions) Component Weight (%)

Index
Component 

number
Full

Float 
adjusted

Mean Median Largest Smallest Large Small

DJIM World 2540 10870.33 8724.19 3.43 0.53 366.49 0.00 4.20 0.00

DJIM Asia/Pacifi c 869 1867.80 1202.28 1.38 0.28 62.88 0.02 5.23 0.00

DJIM Europe 355 2541.72 1944.12 5.48 1.10 124.11 0.09 6.38 0.00

DJIM US 614 5163.79 4825.60 7.86 1.72 366.49 0.03 7.59 0.00

DJIM Titans 100 100 5203.44 4634.96 46.35 30.93 297.04 5.21 6.41 0.11

DJIM Asia/Pacifi c Titans 25 25 742.84 477.35 19.09 15.03 48.55 5.21 10.17 1.09

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

Data as of the 25th February 2009

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World -3.57 -8.37 -8.16 -10.07 -5.49 -33.83 -42.83 -12.02

DJIM Asia/Pacifi c -2.15 -8.08 -7.09 -7.16 -1.86 -33.88 -47.   93 -12.17

DJIM Europe -5.06 -11.15 -10.99 -12.12 -7.56 -36.63 -48.71 -16.36

DJIM US -3.29 -7.21 -7.31 -10.12 -6.60 -31.50 -36.32 -10.52

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 -3.50 -8.06 -8.3 -10.37 -8.43 -29.11 -37.54 -13.26

DJIM Asia/Pacifi c Titans 25 -1.39 -8.73 -8.0 -8.08 -2.29 -31.14 -42.91 -13.12

PERFORMANCE OF DJ TITANS INDEXES
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         1 Week     2 Week         3 Week     1 Month        3 Month      6 Month      1 Year        YTD

DJIM Titans 100 DJIM Asia/Pacific Titans 25

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
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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                                                                                                                                                  FEBRUARY 2008 – FEBRUARY 2009

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

1 SABIC Saudi Arabia Sukuk Istithmar 1,333 1 9.9 Calyon, HSBC Saudi Arabia

2 Sun Finance UAE
Mudarabah Sukuk Asset 
backed Securities

1,093 1 8.1
Citigroup Global Markets, Abu Dhabi 
Commercial Bank, National Bank of Abu 
Dhabi, First Gulf Bank, Noor Islamic Bank

3 Sukuk Funding (No.2) UAE Sukuk Ijarah 1,021 1 7.6

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

4 Nakheel Development 3 UAE Sukuk Ijarah 980 1 7.3
Dubai Islamic Bank, NBD Investment Bank, 
JPMorgan

5 DEWA Funding UAE Sukuk Ijarah 749 1 5.6
Barclays Capital, Citigroup Global Markets, 
Dubai Islamic Bank, Emirates Bank 
International

6 Cagamas Malaysia Sukuk Murabahah 676 3 5.0 HSBC, CIMB, Aseambankers

7 Khazanah Nasional Malaysia Sukuk Musharakah 641 3 4.8 CIMB, AmInvestment

8 Syarikat Prasarana Negara Malaysia Sukuk Ijarah 620 1 4.6 CIMB, AmInvestment

9
Perusahaan Penerbit SBSN 
Indonesia

Indonesia Sukuk Ijarah 512 1 3.8
Mandiri Sekuritas, Danareksa Sekuritas, 
Trimegah Securities

10 Lingkaran Trans Kota Holdings Malaysia Sukuk Musharakah 456 1 3.4 Aseambankers

11 Rantau Abang Capital Malaysia Sukuk Musharakah 381 1 2.8 CIMB

12 Central Bank of Bahrain Bahrain Sukuk Ijarah 350 1 2.6 Calyon

13 MRCB Southern Link Malaysia Sukuk Istisna 320 2 2.4 HSBC, CIMB, RHB

14 Tamweel Sukuk UAE Sukuk 299 1 2.2
Standard Chartered, Dubai Islamic Bank, 
Badr Islami

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

16 RAK Capital UK Sukuk Ijarah 272 1 2.0 Standard Chartered

17 Purple Island Saudi Arabia Sukuk Mudarabah 267 1 2.0 HSBC

18 PLUS SPV Malaysia Sukuk Musharakah MTN 234 1 1.7 CIMB

19 Saudi Hollandi Bank Saudi Arabia Sukuk 207 1 1.5 Saudi Hollandi Bank

20 Villamar Sukuk - VSCL Bahrain Sukuk Musharakah 190 1 1.4
Al Rajhi Banking & Investment, Merrill 
Lynch

Total 13,443 86 100.0
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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                                                                                                                                                  DECEMBER 2008 – FEBRUARY 2009

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

1 Saudi Hollandi Bank Saudi Arabia Sukuk 207 1 25.0 Saudi Hollandi Bank

2 Khazanah Nasional Malaysia Sukuk Musharakah 188 1 22.8 CIMB, AmInvestment

3 Islamic Republic of Pakistan Pakistan Sukuk 76 1 9.2
Standard Chartered (Pakistan), 
Dubai Islamic Bank Pakistan

4 Perusahaan Listrik Negara Indonesia Sukuk Ijarah 68 1 8.3
Indo Premier Securities,  Danareksa 
Sekuritas, Trimegah Securities

5 Offshoreworks Capital Malaysia Musharakah MTN 56 1 6.7 MIDF Amanah Investment Bank

6 OCBC Amin Bank Malaysia Sukuk Mudarabah 55 1 6.6 OCBC Bank (Malaysia)

7 Chemical Co of Malaysia Malaysia Sukuk Musharakah 41 1 5.0
Aseambankers, CIMB, MIDF Amanah 
Investment Bank

8 TH Group Malaysia Ijarah MTN 35 1 4.3 CIMB

9 Diversifi ed Venue Malaysia Sukuk ljarah 35 1 4.2 HSBC

10 TSH Sukuk Ijarah Malaysia Sukuk Ijarah 28 1 3.4 OSK Investment Bank

11 Mukah Power Generation Malaysia
Sukuk Mudarabah and 
Istisna

20 1 2.5 RHB

12 Horizon Hills Development Malaysia Murabahah MTN 8 1 1.0 AmInvestment

13 Aeon Credit Service (M) Malaysia Musharakah MTN 7 1 0.9
Amseambankers, CIMB, Mitsubishi 
UFJ Securities

14 Instacom SPV Malaysia Murabahah MTN 1 1 0.2 MIDF Amanah Investment Bank 

Total 825 14 100.0
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For all enquires regarding the above information, please contact:

Jennifer Cheung (Media Relations) 

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

ISLAMIC BONDS BY CURRENCY           DECEMBER 2008 – FEBRUARY 2009  

Amt US$ m Iss.   %

  Malaysian ringgit 474 11.0 57

  Saudi Arabian riyal 207 1.0 25

  Pakistan rupee 76 1.0 9

  Total 825 14.0 100

ISLAMIC BONDS BY CURRENCY                FEBRUARY 2008 – FEBRUARY 2009

Amt US$ m Iss. %

  Malaysian ringgit 5,493 58.0 41

  UAE dirham 4,578 7.0 34

  Saudi Arabian riyal 1,806 3.0 13

  Indonesian rupiah 779 9.0 6

  Total 13,443 86.0 100

ISLAMIC BONDS                                         FEBRUARY 2008 – FEBRUARY 2009 

Manager or Group Amt US$ m Iss. %

1 CIMB 2,469 27 18.4

2 HSBC 1,328 9 9.9

3 Calyon 1,016 2 7.6

4 Dubai Islamic Bank 741 4 5.5

5 Aseambankers 732 11 5.5

6 AmInvestment 699 13 5.2

7 Emirates NBD 514 2 3.8

8 Standard Chartered 513 7 3.8

9 Citigroup 406 2 3.0

10 RHB Capital 375 9 2.8

11 Noor Islamic Bank 346 2 2.6

12 National Bank of Abu Dhabi 346 2 2.6

13 First Gulf Bank 346 2 2.6

14 Abu Dhabi Commercial Bank 346 2 2.6

15 JPMorgan 327 1 2.4

16 Barclays Capital 315 2 2.3

17 (Persero) Danareksa 257 5 1.9

18 Saudi Hollandi Bank 207 1 1.5

19 Bank Mandiri 202 2 1.5

20 Trimegah Securities 193 2 1.4

Total 13,443 86 100.0

ISLAMIC BONDS BY COUNTRY                   FEBRUARY 2008 – FEBRUARY 2009 

Amt US$ m Iss. %

  Malaysia 5,493 58.0 41

  UAE 4,415 6.0 33

  Saudi Arabia 1,806 3.0 13

  Indonesia 779 9.0 6

  Bahrain 350 1.0 3

  Pakistan 246 7.0 2

  Total 13,443 86.0 100

ISLAMIC BONDS                                    DECEMBER 2008 – FEBRUARY 2009

Manager or Group Amt US$ m Iss. %

1 CIMB 241 4 29.2

2 Saudi Hollandi Bank 207 1 25.0

3
Malaysian Industrial 
Development Finance

71 3 8.6

4 Oversea-Chinese Banking 55 1 6.6

5 Standard Chartered 38 1 4.6

6 Dubai Islamic Bank Pakistan 38 1 4.6

7 HSBC 35 1 4.2

8 OSK Asia Securities 28 1 3.4

9 Trimegah Securities 23 1 2.8

10 Indo Premier Securities 23 1 2.8

11 (Persero) Danareksa 23 1 2.8

12 RHB Capital 20 1 2.5

13 Aseambankers 17 2 2.1

14 AmInvestment 8 1 1.0

Total 825 14 100.0

ISLAMIC BONDS BY COUNTRY             DECEMBER 2008 – FEBRUARY 2009  

Amt US$ m Iss. %

   Malaysia 474 11.0 57

   Saudi Arabia 207 1.0 25

   Pakistan 76 1.0 9

   Total 825 14.0 100
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EVENTS DIARY 2009
DATE EVENT VENUE ORGANIZER
March

2nd – 5th Islamic Investment World Asia 2009 Kuala Lumpur Terrapinn

17th Singapore IFN Roadshow Singapore
Islamic Finance 
events

25th – 27th Islamic Investment World Switzerland Terrapinn

26th Istanbul IFN Roadshow Istanbul
Islamic Finance 
events

31st – 1st 

April
Mines and Money Gulf 2009 Dubai Beacon Events

April

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

Kuala Lumpur IBFIM

14th – 15th 4th Annual World Takaful Conference 2009 Dubai MEGA Events

16th Hong Kong IFN Roadshow Hong Kong
Islamic Finance 
events

20th – 21st Leaders in Islamic Finance 2009 Qatar IQPC

26th – 30th The International Islamic Finance Forum Dubai IIR Middle East

May

4th Indonesia IFN Roadshow Indonesia
Islamic Finance 
events

26th Kazakhstan IFN Roadshow Kazakhstan
Islamic Finance 
events

26th – 27th 4th World Islamic Funds & Capital Markets Bahrain MEGA Events

June

2nd Egypt IFN Roadshow Egypt
Islamic Finance 
events

15th Nigeria IFN Roadshow Nigeria
Islamic Finance 
events

July

8th 1st World Islamic Banking Conference-European 
Summit

London MEGA Events

August

3rd – 5th IFN 2009 Issuers & Investors Asia Forum Kuala Lumpur
Islamic Finance 
events

September

16th UK IFN Roadshow UK
Islamic Finance 
events

October

6th Japan IFN Roadshow Japan
Islamic Finance 
events

12th – 13th 5th Middle East Insurance Forum  Bahrain MEGA Events

20th Brunei IFN Roadshow Brunei
Islamic Finance 
events

November

3rd India IFN Roadshow India
Islamic Finance 
events

5th Pakistan IFN Roadshow Pakistan
Islamic Finance 
events

3rd World Islamic Infrastructure Finance Conference Qatar MEGA Events

Islamic Investment World Middle East 2009 Middle East Terrapinn

December

6th – 8th 16th World Islamic Banking Conference Bahrain MEGA Events
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Dubai ‘Right time to issue Sukuk’  10
Hong Kong AIA’s auction to be fi nalized this week? 11
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 Research and Markets sees Indonesia’s potential 
    6
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 Abyaar to reschedule debts  10
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 CIMB-Principal: Bond prices could rise 3
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