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An interview was published recently with one 
of a rare breed, a former wealth manager for a 
major international investment bank in London 
who went on to become a nun and then an 
academic. Professor of Ethics Catherine 
Cowley at Heythrop College, London University, 
is also a specialist on ethics in fi nance, 
especially relating to risks and derivatives. She 
had predicted in a book, “The Value of Money: 
Ethics and the World of Finance,” in the early 
2000s the coming global fi nancial crisis.

Among the points she made: While many 
reasons have been cited for the cause of the 
credit crunch and the global fi nancial crisis, 
a major criticism of global banking is that of 
a disconnect between fi nance and ethics. 
Islamic fi nance was less affected by the crisis, 
but it is not immune to some of the excesses 
of conventional bankers.

She sees the fi nancial crisis as a moral failure 
rather than a technical one. She also criticizes 
the nature of the market and its overwhelming 
emphasis on individualism and therefore a 
dereliction of social responsibility. However, 
she insists that faith traditions can reclaim the 
agenda in global fi nance.

The baseline “fault,” in Cowley’s mind, is that 
the Western world is highly secular in all its 
assumptions, with a materialist consumerist 
mindset which assumes that more and more 
has to be better. She also speaks of the 
problem of ultraspecialization — “If you are 
going to tackle fi nance as a subject, you must 
have some basic economics as a subject. 
Most students who want to do theology don’t 
have that. Finance is genuinely one of those 
dual discipline subjects.

“If you cannot make your way through some 
of the economic arguments that are presented 

as if they are value free, as if they are purely 
factual which they are not, it will be diffi cult for 
you to combine the thinking behind the two.”

Another point she makes: For too long 
discussion and debate, particularly about 
fi nance matters, has been reserved to a small 
expert group. Cowley calls the setting of LIBOR 
(London Interbank Offered Rate) effectively 
an arbitrary cartel exercise. Where does the 
question of responsibility lie, she asks.

She also questions the assumption that a 
bank must increase its market share and 
its profi t every year — “Why can’t you have 
enough market share and enough profi t?” She 
observes that in a particular bank, its analysts 
were expecting market share and profi t to 
increase by 18%. 

“Yet the same analysts were expecting that 
country’s GDP to increase by 4% in that year. 
Where is this extra going to come from?”

Cowley also speaks of the assumption that a 
tax in the UK on bankers’ bonuses and the 
50% income tax on high earners would drive 
away 50,000 bankers. Her take: “Rather than 
pay toward more hospitals, schools and roads, 
they are prepared to uproot themselves and 
their families and go off to another country 
where perhaps they see the only advantages 
as purely a fi nancial one. 

“Where is the responsibility to the country 
where they have been living in which they 
may or may not be a citizen of but where they 
certainly have been benefi ting from the entire 
infrastructure paid by other peoples’ taxes? 
Are they so self-centered that they lose any 
sense of responsibility?”

Need we say more?

Finance and Ethics: A Disconnect
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• 

The•  Islamic Corporation for the 
Development of the Private Sector 
signed an agreement with Libya’s 
National Council for Economic 
Development 

BMG BullionFund•  and BMG Gold 
BullionFund obtain Shariah status

Gatehouse Bank•  inks agreement with 
two Indonesian banks

Malaysia’s goods and services tax • 
to be introduced next year could 
raise the cost of Islamic fi nancing 
transactions

Hong Kong’s • Airport Authority delays 
Sukuk issuance

A scholar says Brunei should develop • 
its halal industry in tandem with 
Islamic fi nance 

BNP Paribas Investment•  plans to 
double its Islamic assets this year

Kerala plans to launch an interest-free • 
monetary institution instead of an 
Islamic bank in the state

OCBC Bank (Malaysia)•  launches the 
Pacifi c ELITE Fund Series

RHB Investment Management•  plans 
to launch at least fi ve Islamic funds to 
increase its assets

Binariang GSM • redeems part of its 
US$1.1 billion Senior Sukuk

Islamic Finance•  news hosted its 
2010 Islamic Finance news Awards 
Ceremony in Kuala Lumpur last week

The State Bank of India•  says it is 
losing out on banking opportunities in 
the Middle East

State pension fund Jaminan • 
Sosial Tenaga Kerja contemplates 
establishing holding fi rm

India has temporarily put on hold its • 
plans to introduce Islamic banking 

Indonesia’s ministry of religious • 
affairs helps fi x budget defi cit by 
Sukuk purchase

Hong Leong Bank•  and its subsidiary 
Hong Leong Islamic Bank will raise 
their base lending rate and Islamic 
fi nancing rate

The Organization for Economic • 
Cooperation and Development has 
listed Labuan International Business 
and Financial Centre in its “White 
List”

The Selangor state government • 
in Malaysia will set up an Islamic 
microcredit fi nancing program

Amanah Mutual•  launches the AMB 
Dana Aqeel fund

Belgium to consider Brunei as partner • 
for Islamic venture capital

The Consultative Group to Assist • 
the Poor, Deutsche Bank, Grameen-
Jameel and the Islamic Development 
Bank have jointly launched the Islamic 
Microfi nance Challenge 2010

Gulf Finance House•  will repay a 
portion and refi nance the rest of a 
US$100 million Wakalah facility

Ithmaar Bank • to launch rights issue 
this month

The UAE throws its support behind • 
government-owned companies 
downgraded by Moody’s

Kingdom Installment Company•  
redeems maiden Sukuk

The Gulf Bond and Sukuk Association•  
and the Middle East Investor 
Relations Society signs MoU

The Investment Dar • has come under 
fi re for refusing to pay Blom Bank

Dar Al Arkan Real Estate • 
Development Company completes 
US$600 million Sukuk

Central bank of Jordan governor • 
Umayya Touqan said there is a need 
for standardization in the Islamic 
banking industry

Gulf Finance House•  to establish 
Syria’s largest Islamic bank

The Investment Dar•  to consider using 
stability law against defi ant investors

Sharjah Islamic Bank•  to split its 
dividend to 5% cash and stock

Abu Dhabi Islamic Bank•  to provide 
US$81.6 million fi nancing to Al Dhafra 
Cooperative Society

Islamic Finance•  news hosted its 2010 
Islamic Finance news Awards Ceremony 
and Dinner in Dubai this week

Dubai World • is expected to put its 
debt plan to creditors soon

Jordan Islamic Bank • provides US$100 
million fi nancing to the government

TAKAFUL
Syarikat Takaful•  introduces new 
products

A lack of talent threatens to hinder the • 
growth of Takaful in Malaysia

Law fi rm•  Cylde & Co said the Takaful 
industry is seeing more consolidation 
in the Gulf Cooperation Council region

RATINGS
Alliance Bank’s•  long-term ratings 
revised to stable from positive

MARC affi rms ratings for • ABS 
Logistics’ Senior Sukuk Ijarah 

Bank Negara Indonesia • gets an 
upgrade from Fitch

S&P raises • Gulf Finance House’ credit 
ratings to ‘CCC-/C’

Moody’s downgrades seven fi rms• 

Fitch affi rms•  Saudi Hollandi Bank at 
‘A-’ with a stable outlook

Al Rajhi Bank•  gets top rating from 
Fitch

Banque Saudi Fransi’s•  long-term 
Issuer Default Rating rated ‘A’

Fitch affi rms • Bank ALJazira and 
ALJazira Capital at ‘A-’/’F2’

MOVES
Alliance Bank•  chief operating offi cer 
Shim Kon Teck tenders his resignation

King & Spalding • promotes Jawad I Ali 
to managing partner

Kuwait Finance House (Australia) • CEO 
Abdul Rahim Ghouse steps down

Macquarie Group•  appoints Benoit 
Savoret to head its European, Middle 
East and Africa division

Path Solutions•  chairman Mohammed 
Kateeb becomes the fi rm’s new CEO

NEWS
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AFRICA
Lending a helping hand
LIBYA: The Islamic Corporation for the 
Development of the Private Sector (ICD), 
the private sector arm of the Islamic 
Development Bank, signed an agreement 
with Libya’s National Council for Economic 
Development (NCED) to develop small and 
medium enterprises (SMEs) in the country. 

ICD CEO and general manager Khaled 
Mohammed Al-Aboodi said at the moment 
the program was limited to fi nancing medium 
and large projects.

However, the new special fund, to be created 
as a result of the agreement, would operate 
for the benefi t of SMEs.

The proposed fund is supported by 
incubators (premises with staff and 
equipment made available at lower rent to 
new small businesses), which the NCED will 
create and sponsor. 

The incubators will in turn be responsible 
for creating micro-enterprises and helping 
businessmen to own viable projects that will 
be fi nanced by banks.

AMERICAS
Shariah status for funds
CANADA: The Islamic Finance Advisory Board 
has endorsed Bullion Management Group’s 
BMG BullionFund and BMG Gold BullionFund 
as Shariah compliant, after a thorough 
review of the prospectuses of both funds.

Toronto-based Bullion Management Group   
is an investment company which specializes 
in precious metals bullion.

ASIA
Tie-booster agreement
INDONESIA: Gatehouse Bank signed a MoU 
with Bank Syariah Mandiri and Bank Negara 
Indonesia to undertake Islamic banking 
initiatives to strengthen key alliances 
and develop relationships with both of its 
Indonesian counterparts.

Gatehouse Bank chairman Fahed Boodai 
said: “We look forward to a productive 
working future with these banks and will 
stay committed in our efforts to engage 

and advance transaction activities that will 
deliver real rewards to all parties involved.”

On equal ground
MALAYSIA: The country plans to impose a 
goods and services tax effective next year, a 
move that would potentially raise the cost of 
Islamic fi nancing transactions which require 
more legal steps than conventional fi nance.
  
As a result, the tax issue had raised 
concerns that Malaysia would fall out of favor 
with Islamic fi nance investors because they 
would have to pay more tax on deals. 

PricewaterhouseCoopers (PwC) has shed 
some light on this matter, stating that 

the government has indicated in industry 
discussions that Islamic fi nance would be 
given equal tax treatment when the tax is 
levied.

PwC senior executive director Jennifer 
Chang said: “The government is basically 
saying that these transactions are there just 
to facilitate, for example, the issuance of 
Sukuk, and it just so happens that underlying 
this there are all these transactions.”

Sukuk delayed
HONG KONG: Despite the economic recovery, 
the Airport Authority has decided to defer its 
decision on issuing a Sukuk.

SONG BIRDS

A language we are most fluent in.

continued...
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Its CEO Stanley Hui Hon-chung did not 
provide reasons for the postponement, but 
said the authority will reconsider the Islamic 
bond, along with a yuan bond, when the 
need for further capital arises. 

The plan to issue Hong Kong’s fi rst Islamic 
bond was announced in 2008, in accordance 
with Hong Kong’s plan to boost the local 
Islamic fi nance industry.

Two in one
BRUNEI: Universiti Kebangsaan Malaysia 
scholar Abdul Ghafar Ismail has highlighted 
that Brunei should capitalize on its intentions 
to establish itself as a halal center to further 
develop the sultanate’s Islamic banking and 
fi nance industry. 

He stressed that Brunei “needs” to combine 
the two industries as it will enable the 
country to develop these two sectors 
simultaneously.   

“If you want to create halal products then the 
money should come from halal fi nancing … 
this is the concept. It would be good if the 
government can synergize these two sectors 
because both industries should really go 
together.”

Set to grow
MALAYSIA: Spurred by the fact that the 
global economy is back on its feet, BNP 
Paribas Investment plans to double its 
Islamic assets this year, which currently 
stand at US$500 million, said its Southeast 
Asia head of sales Cheng Tan Feng.

Cheng said the fi rm’s assets would largely 
be boosted by demand from Southeast Asia. 
He also said that these assets will be coming 
from Takaful insurers and private banks, with 
investors opting for equities as they embrace 
riskier assets. 

He attributed this to the fact that activities in 
Islamic fi nance are picking up in the region, 
where an increasing number of investors 
from the institutional side are putting more 
money into the industry.

Change of plans
INDIA: Due to fi erce opposition from several 
quarters and a High Court verdict against it, 
the Kerala government plans to launch an 
interest-free monetary institution in place of 

its original plan to establish an Islamic bank 
in the state.

Industries and commerce minister Elamaram 
Kareem said the interest-free monetary 
institution would be funded by individuals, 
instead of resident Indians, foreign investors 
and foreign institutional investors.

Kareem added that the maximum stake an 
individual could accumulate was fi xed at 
9%, while foreign institutional investors can 
amass 24%. He added that a 17-member 
board had been set up to govern the 
institution, where 12 of its members are 
from the Muslim community.

Islamic funds launched
MALAYSIA: OCBC Bank (Malaysia) launched 
the Pacifi c ELITE Fund Series which includes 
three Islamic funds — Pacifi c ELIT Islamic 
AsiaPac Balanced Fund, Pacifi c ELIT Dana 
Aman and Pacifi c ELIT Dana Dividend.

Head of consumer fi nancial services Charles 
Sik said the bank expects sales of about 
RM200 million (US$49 million) for the series.
 
Sik added that the funds come with a total 
size of 800 million units with a minimum 
initial investment of RM10, 000 (US$3000). 
The series is marketed by OCBC Bank and 
managed by Pacifi c Mutual Fund.

Busy year for RHBIM
MALAYSIA: RHB Investment Management 
(RHBIM) plans to launch at least fi ve Islamic 
funds, as part of efforts to increase its 
assets by 20%, said managing director 
Sharifatul Hanizah Said Ali.

Sharifatul said by launching more Islamic 
funds RHBIM was also aiming to see its 
management of assets under Islamic funds 
to be on par with conventional funds within 
the next one to two years. Currently, Islamic 
assets form only a quarter of its total assets 
under management.

Partially redeemed Sukuk
MALAYSIA: Binariang GSM (BGSM) has 
partially redeemed RM3.77 billion (US$1.1 
billion) of its Islamic Commercial Papers 
Program (collectively known as Senior Sukuk).

BGSM’s Islamic securities consist of a RM19 
billion (US$5.6 billion) Islamic Medium-Term 
Notes Program and a RM2 billion (US$594 
million) Senior Sukuk. 

In addition, BGSM has a ringgit-denominated 
RM3 billion (US$900 million) Cumulative 
Non-Convertible Islamic Junior Sukuk (rated 
‘A2’, with a stable outlook).

Memorable show
MALAYSIA: Islamic Finance news hosted its 
2010 Islamic Finance news Awards Ceremony 
and Dinner in Kuala Lumpur on Wednesday. 

Over 250 guests were in attendance at the 
event which honored the winners of the 
2009 Islamic Finance news Poll and Deals of 
the Year awards.

The winners include  CIMB Islamic Bank 
(represented by CEO Badlisyah Abdul Ghani) 
which won for “Best Overall Islamic Bank”, 
Islamic Bank of Thailand (represented 
by senior executive vice-president Che 
Lasin Che Deraman) which bagged the 
award for “Best Islamic Bank in Thailand”, 
Bank Negara Malaysia (represented by its 
assistant governor Muhammad Ibrahim) 
which won for “Best Central Bank in 
Promoting Islamic Finance”, and Absa 
Islamic Bank (represented by managing 
director Ammanullah Muhammad) which 
clinched the award for “Best Islamic Bank in 
South Africa”.

Missed opportunities
INDIA: The State Bank of India (SBI) said 
it is losing out on banking opportunities in 
the Middle East because of the absence of 
regulations on Islamic banking in India. 

SBI’s regional head and CEO for the Middle 
East, West Asia and North Africa, Farooque 
Shahab, said: “The Reserve Bank of India 
(RBI) has yet to frame regulations on 
monitoring Islamic banking operations of 
banks registered in India. 

“Unless they come out with those rules, 
even foreign offi ces of Indian banks cannot 
start offering these products.” 

He said if permission was granted, the 
quantum of funds available to banks 
will increase and so will their customer 
base. Shahab added that the RBI was 
considering allowing banks to offer Islamic 
banking services. “It may take some time, 
but it will happen,” he said.

Acquisition drive 
INDONESIA: State pension fund Jaminan 
Sosial Tenaga Kerja (Jamsostek) has 

continued...

continued...
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allocated up to IDR1 trillion (US$108 million) 
to acquire majority ownership in a bank this 
year as part of its plan to set up a holding 
company by 2012. 

The state pension fund’s investment director 
Elvyn G Masassya said one of the banks Jam-
sostek is currently looking at is Bank Bukopin, 
where it is eyeing a majority ownership. 

Aside from that, she said that Jamsostek is 
also studying other options which include 
becoming the majority owner of Bank 
Bukopin Syariah, a subsidiary of Bank 
Bukopin, as well as another bank. 

Jamsostek is the owner of a 9.42% stake 
in Bank Bukopin Syariah.  It had expressed 
its plan last month to buy an additional 
42% of the Shariah unit to give it majority 
ownership.

Decision on hold
INDIA: In spite of the growing popularity 
of Islamic banking among the global 
community, the government has temporarily 
suspended its plan to introduce this mode of 
fi nancing. 

Minister of state for fi nance Namo Narain 
Meena said this was due to the current 
regulatory framework which is seen as 
unsuitable for Indian banks to carry out 
Islamic banking activities.

The introduction of Islamic banking was 
recommended in a report by a committee 
on fi nancial sector reforms, headed by 
International Monetary Fund former chief 
economist Raghuram Rajan, as part of 
efforts to take the country’s fi nancial sector 
reforms forward.

Sold for a good cause
INDONESIA: The fi nance ministry sold IDR 
3.3 trillion (US$361 million) worth of Sukuk 
to the ministry of religious affairs to fi nance 
this year’s budget defi cit. The ministry 
announced its decision to buy IDR 9 trillion 
(US$981 million) worth of Sukuk last April. 

Finance ministry spokesman Harry Z 
Soeratin said the Sukuk which comes with a 
two year maturity period has a yield of 7.61%. 

Soeratin added that what set this Sukuk 
apart from others is the fact that it will be 

secured against the government’s provision 
of services to pilgrims, instead of being 
backed by underlying physical assets.

Time for an increase
MALAYSIA: Hong Leong Bank and its 
subsidiary Hong Leong Islamic Bank will 
raise their base lending rate and Islamic 
fi nancing rate to 5.8% from 5.5% effective 
this week. 

Hong Leong Bank group managing director 
Yvonne Chia said the change supports Bank 
Negara’s decision to increase the overnight 
policy rate by 25 basis points, given the 
improved economic outlook.

Good reputation
MALAYSIA: The Organization for Economic 
Co¬operation and Development (OECD) has 
placed Labuan International Business and 
Financial Centre (LIBFC) on its “White List”. 

This is because it was deemed to have 
substantially implemented the OECD 
standards for transparency and exchange of 
information between countries.

Labuan Financial Services Authority (Labuan 
FSA) director general Azizan Abdul Rahman 
said the listing of LIBFC would spur economic 
growth and at the same time encourage 
more foreign investments into Malaysia, in 
particular to Labuan for being a fi nancial 
center and Islamic fi nance hub. 

Azizan said this in view of the new eight acts 
of legislation that were recently passed in  
parliament for the LIBFC, which has set a 
higher platform for Labuan FSA to position 
LIBFC as a major regional and global offshore 
fi nancial center.

Microcredit fi nancing
MALAYSIA: The Selangor state government 
will set up an Islamic microcredit fi nancing 
program based on the concept of Qard 
Hasan to assist the poor. 

The Qard Hasan microcredit program is 
similar to the concept introduced by the 
Grameen Bank in Bangladesh which is 
helmed by Professor Muhamad Yunus.

The microcredit fi nancing program will be 
allocated an initial fund of RM50 million 
(US$14 million) which was collected from 
Talam Corporation.

A taskforce will be set up to fi nalize the 
concept and approach of the program before 
it is offi cially launched. 

The taskforce will be headed by state 
executive councilor for Islamic affairs, Malay 
customs, infrastructure and public utilities 
Hassan Mohamad Ali. 

To ensure the program will meet the 
objectives of its establishment, the taskforce 
will name several Islamic banking experts to 
provide advice and guidance.

Shariah capital fund
MALAYSIA: Unit trust management 
company Amanah Mutual, a subsidiary of 
the Permodalan Nasional group, launched 
the AMB Dana Aqeel, an Islamic capital 
protected fund.

According to Amanah Mutual director 
Hamad Kama Piah Che Othman, the fund 
was launched to capitalize on the current 
demand by investors for Islamic capital 
protected products, and to solidify its position 
as a niche player in the unit trust industry.

The Islamic fund which comes with an initial 
size of 300 units has a maturity period of 
three years and a nominal value of 50 sen 
(US$0.15) a unit. 

It is available for subscription for 45 
days from this week to local and foreign 
investors.

EUROPE
Benefi cial partnership
BELGIUM: In the wake of growing interest 
in Islamic fi nance in Europe, Belgium is 
looking into the possibility of enlisting Brunei 
as its Southeast Asia partner for its Islamic 
venture capital, to enable it to establish a 
niche market in the Islamic fi nance sector, 
said Belgian and Wallonia Foreign Trade 
and Investment Mission member Marc 
Deschamps. 

Deschamps said the decision to move 
into venture capital fi eld was attributed to 
the fact that venture capital is a part of 
conventional fi nance and is the closest to 
Islamic principles.  

Thus, he said, Islamic venture capital is 
the right kind of product to launch through 
Belgium.

continued...
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GLOBAL
Wanted: Brainwaves
GLOBAL: A search is on for new ideas 
as business models for the Islamic 
microfi nance industry. It comes in the form 
of a competition where the winner receives 
US$100,000 in grant funds to launch a pilot 
program of the proposed business.

The Consultative Group to Assist the Poor, 
Deutsche Bank, Grameen-Jameel and the 
Islamic Development Bank have jointly 
launched Islamic Microfi nance Challenge 
2010 which aims to generate sustainable, 
scalable and market-driven models. 

They note that the fundamental challenge for 
the Islamic microfi nance industry remains 
meeting client demand with affordable, 
authentic, profi table, and market-driven 
products.

The competition is open to the public, 
with a 3rd May deadline for submitting the 
initial applications. An independent panel 
of judges, consisting of leading experts in 
Islamic law, microfi nance and commercial 
business, will consider submissions on the 
basis of originality, as well as the perceived 
profi tability, sustainability, scalability and 
Shariah compliance of the business model 
and its products.

MIDDLE EAST
Deal concluded
BAHRAIN: Gulf Finance House (GFH) will 
repay a portion and refi nance the rest of a 
US$100 million Wakalah fi nancing facility, 
half of which matures this month, replacing 
it with a new two-year facility. Under the 
new agreeement, GFH would repay US$20 
million of the original loan this month, while 
the remaining US$80 million will be paid in 
four instalments of US$20 million every six 
months until the full amount has been paid 
in 2012.

Half of the original US$100 million facility, for 
which Bahrain-based Liquidity Management 
Centre acted as lead arranger, matured this 
month, with the second half maturing in 
March next year.

Like other Bahraini investment houses, 
GFH has been hard hit by the end to the 
regional property boom that swept away 
the sector’s business model of arranging 
property projects and private equity deals. 

It staved off default on a US$300 million 
loan maturing last month by rolling over a 
third of it within six months and is planning 
to sell down assets to improve its funding 
position.

Recapitalization move
BAHRAIN: Ithmaar Bank plans to launch its 
rights issue this month, once it has received 
regulatory approval from the Central Bank of 
Bahrain, according to a spokesman.  

The bank is trying to recapitalize itself after 
posting a US$235 million loss last year due 
to bad loans and lower asset valuations.

Firm support
UAE: The undersecretary of Abu Dhabi’s 
department of fi nance Hamad Al Hurr Al 
Suwaidi has stood up for government-
owned companies, whose ratings have been 
downgraded by Moody’s Investors Service, 
which had cited that there’s “no explicit 
formal” government guarantee to support 
them.

In its latest action this week, Moody’s 
downgraded Mubadala Development 
Company and the International Petroleum 
Investment Company (IPIC) one notch to 
‘Aa3’ from ‘Aa2’, while Tourism Development 
& Investment Company (TDIC) slid two 
notches to ‘A1’ from ‘Aa2’.

Al Suwaidi said there has been absolutely 
no change in any aspect of government 
support for the three companies. He pointed 
out that TDIC, Mubadala and IPIC are fully 
government-owned and they each play a 
crucial role in the government’s plan to 
diversify the economy.

Success for KIC
SAUDI ARABIA: Private housing fi nance 
provider Kingdom Installment Company (KIC) 
has redeemed its maiden US$18 million 
Sukuk (KSA MBS I International Sukuk) 
issued in 2006.

The Sukuk was issued with the aim 
of leveraging the company’s fi nancing 
capabilities to provide home buyers within 
the country with funds to purchase their 
homes in return for affordable monthly 
installments, said KIC general manager 
Hathloul Al Hathloul.

The KSA MBS I International Sukuk was 
lead arranged by Unicorn Investment Bank, 

which also acted as Shariah advisor, while 
Standard Bank was the joint  bookrunner for 
the transaction.

A win-win deal
UAE: The Gulf Bond and Sukuk Association 
and the Middle East Investor Relations 
Society signed a MoU to actively promote and 
improve investor relations practices and fi xed 
income markets in the Middle East. 

Under the agreement, the two organizations 
will cooperate with each other through joint 
activities, events, studies and publications 
and will offer reciprocal advantages to 
members of each organization.

Sukuk settled
SAUDI ARABIA: Dar Al Arkan Real Estate 
Development Company (DAAR) has repaid 
a SAR2.25 billion (US$ 600 million) Daar 
International Sukuk. 

continued...

Innocent victim
KUWAIT: Troubled shareholding fi rm The 
Investment Dar (TID) has come under fi re 
from legal experts over its refusal to pay 
Lebanon-based Blom Bank, citing that 
their original deal did not comply with 
Islamic law. 

Denton Wilde Sapte head of Islamic 
fi nance Shaikh Muddassir Siddiqui 
warned that the court case could affect 
the Islamic fi nance industry. 

“This is a very dangerous defense, for 
people dealing with Islamic fi nancial 
organizations; it adds Shariah risk to all 
the other common risks out there.”

According to a legal brief that was 
circulated, Blom Bank sued TID in a UK 
court last year, asking for the principal it 
invested plus a 5% return, as structured 
in a deal it conducted with TID in 2007.  

But TID, in a legal move, argued that 
the deal — which was approved by 
its Shariah board— ultimately did not 
comply with Shariah law and was 
therefore void. A judge upheld that while 
TID should repay the principal sum, it 
had an arguable defence regarding the 
extra profi t.

(Also see IFN Report on page 10)
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The US$600 million Ijarah-based Sukuk was 
the fi rst Sukuk to be issued by the country 
in international capital markets. The Sukuk, 
which was signifi cantly oversubscribed, 
raised close to US$700 million.

Standardize for growth
JORDAN: In the wake of the growing 
importance of standardization in the Islamic 
banking industry, experts have stressed the 
need to hasten the harmonization process 
in order to overcome divergent views and 
practices, due to the different interpretations 
of Shariah so that the industry can grow. 

In light of this, the Central Bank of Jordan 
governor Umayya Touqan said there are still 
some monetary authorities who are hesitant 
to lay out specifi c laws that govern Islamic 
banks beyond conventional banking rules 
until they raise their own standards.

“I think it is important for the Islamic bank-
ing industry be a part of the global banking 
system. It cannot be isolated, therefore the 
accounting standards, regulatory structures or 
requirements, the capital adequacy require-
ments, all of these issues should be consistent 
with international standards,” said Touqan.

SFH to be established soon
SYRIA: Gulf Finance House (GFH) is close to 
establishing a SYP15 billion (US$326 million) 
unit in Islamic investment bank ― Syria 
Finance House (SFH) which will become the 
largest Islamic bank in the country. 

Acording to GFH acting CEO Ted Pretty, 
the decision to set up SFH in Syria was 
attributed to the potential for growth in Islamic 
commercial and investment banking, along 
with the demand for Islamic fi nancial services 
and the low penetration rate in the country.

GFH and other Syrian-based fi nancial 
institutions will fund 60% of the new bank, 
while 10% will come from local investors. The 
remaining 30% will be offered to the public, 
according to GFH.

Legal protection for TID?
KUWAIT: Debt-laden The Investment Dar 
(TID) is contemplating turning to the state’s 
fi nancial stability law as it struggles to 
convince “a small minority of investors” 
to accept its restructuring plan which was 
announced last year. 

According to TID, the regulation would 
provide much-needed support to the 
company as well as to the majority of its 
investors who have voiced their agreement 
to the restructuring plan, while protecting 
the fi rm from facing legal claims brought by 
dissenting creditors.

It also said that the stability law will have 
no effect on its legal status, and will allow 
the fi rm to continue to operate as a viable 
investment company.

Promise kept
UAE: Sharjah Islamic Bank (SIB) would rather 
split its dividend to 5% cash and stock rather 
than cut a previously proposed 10% cash 
dividend. 

The move was an effort to abide by recently 
issued central bank guidelines that put a cap 
on cash dividends to 50% of annual profi ts, 
said CEO Mohammed Abdulla.

Abdulla said this was because he had 
promised shareholders a cash dividend 
of 10% of the par value of the shares, or 
US$62.8 million in total.

Towards a good cause
UAE: Abu Dhabi Islamic Bank will provide an 
AED300 million (US$81.6 million) Islamic 
fi nance facility to Al Dhafra Cooperative 
Society to fund working capital and capital 
expenditure, which will play an effective role 
in boosting the development process in the 
western region. 

Al Dhafra Cooperative Society is owned by a 
group of more than 1,500 UAE nationals who 
are mainly residents of the western region.

Momentous celebration
UAE: Islamic Finance news hosted its 2010 
Islamic Finance news Awards Ceremony and 
Dinner at the Jumeirah Emirates Towers in 
Dubai this week. 

Over 250 guests attended the event which 
honored the winners of the 2009 Islamic 
Finance news Poll and Deals of the Year 
awards.

The winners include Path Solutions 
(represented by chairman and CEO 
Mohammed Kateeb) which walked away 
with the “Best Islamic Technology Provider” 
award, Gulf Finance House (represented by 
head of marketing and strategy Jinesh Patel) 

which bagged the award for “Equity Deal of 
the Year” and Norton Rose (represented by 
head of banking and Islamic fi nance Middle 
East Neil D Miller) which won for “Best Law 
Firm of the Year”.

Debt plan to be presented
UAE: Dubai World is expected to put its 
debt plan to creditors as early as this week, 
although the fi nal proposal is being delayed 
by efforts to accurately value developer 
Nakheel’s assets, according to a report. 

Valuing Nakheel’s assets and determining 
the size of any fi nancial help from the 
Dubai and Abu Dhabi governments would 
determine the size of the haircuts creditors 
would have to take. 

The report added that Dubai World’s plan 
for repaying US$26 billion of its debt will not 
include a proposal to raise capital or contain 
any surprises, such as the repayment of 
Nakheel’s Islamic bond last December, after 
a last-minute bailout by Abu Dhabi.

Borrowing for agriculture 
JORDAN: The government borrowed 
US$100 million from Jordan Islamic Bank 
to purchase wheat and barley to enhance 
the country’s strategic stockpile of the two 
basic commodities, said fi nance minister 
Mohammad Abu Hamour.

“Our decision to borrow from Islamic banks 
comes in the light of the success scored by 
Islamic banking during the global fi nancial 
crisis,” said Hamour. 

He said the fi nance ministry had set up 
panels for appraising the feasibility of 
borrowing through the issuance of Sukuk.

continued...

Too many pieces 
in the puzzle?

Let IFN put it together for you…

SUBSCRIBE TO IFN TODAY
www.IslamicFinanceNews.com
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ASIA
Talent shortage
MALAYSIA: A serious shortage of talent in 
the local Takaful market, coupled with two 
new Takaful licences to be issued this year 
in line with the fi nancial sector liberalization, 
will hinder the government’s efforts to make 
Malaysia an international Islamic fi nancial 
center.

An industry observer, who refused to be 
named, attributed this shortage to the 
over-reliance of the Takaful industry on new 
talent.

He also acknowledged that the Islamic 
fi nance industry is facing a global shortage 
of Takaful talent, where many Malaysians 
have been hired to work in Dubai, Bahrain 
and Saudi Arabia  which has further 
aggravated the existing shortage of talent in 
the industry.

Eye on premiums
MALAYSIA: Syarikat Takaful hopes to rake 
in at least RM20 million (US$6 million) in 
premiums within a year of launching three 
new Takaful products ― Takaful myInvest, 
Takaful myGraduan and Takaful myGemilang 
― in a move to capture the growing Takaful 
market. 

Group managing director Mohamed Hassan 
Kamil said the three Takaful products 
target young adults, parents and retirees 
respectively.

At the same time, Syarikat Takaful has 
introduced its Agency Provident Fund in an 
effort to help boost its recruitment of agents 
to 1,500 by year-end from 250 agents at 
present.  

The Takaful fi rm has also launched its three-
tier agency system to replace the outdated 
over-the-counter sales model and the single-
tier agency structure.

GLOBAL
Consolidation factor
GLOBAL: The Takaful industry is seeing 
more interest in consolidation in the Gulf 
Cooperation Council  region as companies 
face increasing competition, weak market 
penetration, a higher expense base than 
conventional counterparts and pressure from 
the fi nancial crisis. 

In fact, experts say that discussions are increas-
ingly common, with many international players 
also looking to enter the Takaful industry. 

Law fi rm Clyde & Co’s partner Peter 
Hodgins said this has proven true, as many 
international insurers that he has held 
discussions with are keen to venture into 
Takaful.

5th Annual

12 & 13 April 2010, Dusit Thani Dubai, UAE
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Ambiguous fear

MALAYSIA: RAM Rating 
Services (RAM Rating) 
revised the outlook on 
Alliance Bank Malaysia’s 

long-term ratings from positive to stable.

According to RAM Rating, the bank carried 
its ‘A1’/ ‘P1’ fi nancial institution ratings 
while it s RM600 million (US$179 million) 
subordinated bonds were currently rated 
‘A2’. The ratings are attributed to the 
uncertainties that could occur when key 
management personnel leave the bank.

Outstanding feat
MALAYSIA: The Malaysian 
Rating Corporation (MARC) 
has affi rmed the ratings 
of ABS Logistics’s Senior 

Sukuk Ijarah ― RM100 million (US$30 
million) of Class A, RM20 million (US$6 
million) of Class B and RM40 million (US$12 
million) of Class C Sukuk ― at ‘AAAIS’, ‘AAIS’ 
and ‘AAAIS(bg)’ respectively. The outlook on 
the ratings is stable. 

ABS Logistics is a bankruptcy remote 
special purpose vehicle to acquire formed 
23 industrial properties from Tiong Nam 
Logistics Holdings and its subsidiaries, 
funded by issuances of the Sukuk.

On its feet again
INDONESIA: Fitch Ratings has 
upgraded Bank Negara Indonesia’s 
(BNI) long-term foreign and local 
currency Issuer Default Rating 
(IDRs) to ‘BB+’ from ‘BB’, with a 

stable outlook. 

Fitch Ratings Indonesia associate director 
Humphrey Tija attributes the ratings to the 
bank’s long-term IDRs, due to BNI’s improved 
fi nancial profi le, as demonstrated by its 
stronger profi tability and better reserved non-
performing loans. BNI Syariah is a subsidiary 
of BNI.

MIDDLE EAST
Improved rating for GFH
BAHRAIN: Standard & Poor’s 
Ratings Services (S&P) has 
upgraded Gulf Finance House’s 

(GFH) long-and short-term counterparty 
credit ratings to ‘CCC-/C’ from ‘SD/SD’ 
(selective default).  The outlook however 
remains negative.

S&P credit analyst Goeksenin Karagoez 
attributed the rating to GFH’s completion of 
the partial extension of maturity of a US$100 
million Wakalah fi nancing facitlity.

At the same time, it also considers GFH’s 
maturity extension to be a “distressed 
exchange” and therefore tantamount to a 
default because the new maturity represents 
a change to the facility’s originally scheduled 
payment terms, which in turn contributed to 
a weak rating.

Poor support 
UAE: Moody’s Investors Service has 
lowered the ratings for Mubadala 
Development Company, International 
Petroleum Investment Company 
(IPIC), Tourism Development and 

Investment Company (TDIC), Abu Dhabi 
National Energy Company (TAQA), Emirates 
Telecommunications Company (Etisalat), 
Dolphin Energy and Aldar Properties 
(Aldar), saying there’s “no explicit formal” 
government guarantee to support them.

Moody’s placed “a moderate distinction” 
between the ratings of Mubadala, IPIC, 
TDIC and sovereign Abu Dhabi, calling 
the companies “vehicles of government 
policy” that remain heavily funded by the 
government. 

It placed a greater distinction for TAQA, 
Dolphin Energy and Aldar, citing a lack of 
ongoing, regular or expected support from 
the government.

On fi rm ground
SAUDI ARABIA: Fitch 
Ratings has affi rmed Saudi 
Hollandi Bank’s (SHB) long-
term Issuer Default Rating 

(IDR) at ‘A-’ with a stable outlook. It has 
also affi rmed SHB’s short-term IDR at ‘F2’, 
Individual Rating at ‘C’, Support Rating at ‘1’ 
and Support Rating Floor at ‘A-’.

The Individual Rating refl ects SHB’s 
corporate banking franchise and good cost 
effi ciency. It also took into consideration 
its signifi cant concentrations in loans and 
customer deposits, some deterioration 
in asset quality and its moderately tight 
capitalization. 

SHB has an Islamic banking and fi nance 
department.

Strong backing
SAUDI ARABIA: Fitch Rat-
ings has affi rmed Al Rajhi 
Bank’s long-term Issuer 
Default Rating (IDR) ‘A+’ 

with a stable outlook, short-term IDR at ‘F1’, 
Individual Rating at ‘B/C’, Support Rating at 
‘1’ and Support Rating Floor at ‘A+’.

The rating is attributed to the bank’s large 
domestic franchise, wide margins and 
strong profi tability, whilst also taking into 
consideration some deterioration in asset 
quality and some name concentration within 
the corporate portfolio in line with other 
Saudi Arabian banks. 

Al Rajhi Bank is the largest Islamic bank in 
Saudi Arabia by market value.

Healthy rating
SAUDI ARABIA: Fitch 
Ratings affi rmed Banque 
Saudi Fransi’s (BSF) long-
term Issuer Default Rating 

(IDR) at ‘A’ with a stable outlook, short-
term IDR at ‘F1’, Individual Rating at ‘B/C’, 
Support Rating at ‘1’ and Support Rating 
Floor at ‘A-’.

The ratings for the IDRs and Individual Rating 
are accredited to BSF’s strong corporate 
franchise, close links to Crédit Agricole 
Group (rated ‘AA-’/stable outlook/’F1+’) and 
healthy fi nancial indicators, including strong 
profi tability, good cost control, sound asset 
quality and reasonable liquidity and capital. 

BSF has an Islamic banking division.

Solid support
SAUDI ARABIA: Fitch 
Ratings (Fitch) has 
affi rmed Bank ALJazira’s 
(BAJ) long-term Issuer 

Default Rating (IDR) at ‘A-’ with a stable 
outlook, while affi rming the bank’s short-
term IDR at ‘F2’, Individual Rating at ‘C/D’, 
Support Rating at ‘1’ and Support Rating 
Floor at ‘A-’. 

At the same time, Fitch has also affi rmed its 
subsidiary — ALJazira Capital’s (AJC) long-
term IDR at ‘A-’ with a stable outlook, it’s 
short-term IDR at ‘F2’ and Support Rating 
at ‘1’.
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In some jurisdictions, if a company enters into a transaction beyond 
the powers set out in its incorporation documents, that transaction 
may be void with the consequences that obligations connected to the 
transaction may be unenforceable. The recent dispute on a Wakalah 
agreement between Blom Development Bank and The Investment Dar 
(TID) is an example of such a situation and the potential impact this 
may have on Islamic fi nance.

Blom is a reputed fi nancial institution incorporated in Lebanon. It 
placed US$10 million as an investment with TID under a Wakalah 
agreement on the 11th October 2007. Governed by English law the 
agreement’s basic terms provided for a return of the capital invested 
and the pre-agreed profi t to Blom at the end of the contracted period, 
which has not been disclosed.

The Wakeel, TID incorporated in Kuwait, is engaged in a range of 
Shariah compliant investment activities and consumer fi nance 
services in Kuwait and abroad. According to industry sources, TID’s 
activities comprise fi nance, banking, real estate, investment and 
asset management, as well as other related services. At the end of 
the contacted period, TID failed to honor its obligations towards Blom, 
which amounted to US$10,733,293. Blom was granted a summary 
judgment that TID needs to pay only the capital investment. TID was 
concerned about the impact this court decision might have on its 
restructuring plans, hence it appealed to the English High Court.

At the appeal, TID argued that it was prohibited by its constitutional 
documents from entering into any agreement which does not comply 
with Shariah and argued that the agreement with Blom is one such 
instance. So, the Wakalah agreement with Blom was beyond its 
corporate powers and therefore void, it submitted.

According to legal practitioner Michael Rainey of King & Spalding, there 
are two important factors to be noted. “Notwithstanding the court 
fi nding in favor of TID, the court held that even if at a full hearing the 
agreement was found to have been entered into beyond the corporate 
powers of TID and therefore void, Blom would be successful in a claim 
for restitution which would entitle Blom to the return of at least the 
capital sum. The court, therefore, ordered TID to pay Blom the capital 
sum but not the profi t.

“Secondly, TID is currently in negotiations with its creditors to restructure 
its debt without the protection of a defense against creditors bringing 
proceedings against it. (Therefore) TID may have had to resort to a 
defense it would not otherwise have raised,” he said.

According to the memorandum of association of TID, the company’s 
objectives should be Shariah compliant. All Islamic fi nancial 
institutions (IFIs) are bound by Shariah compliancy and self-constraining 
constitutional documents. By arguing that an agreement is not compliant 
with these conditions and therefore not honor it would leave a debtor 
in a diffi cult position while potentially scarring off future investors. The 
argument put forward by TID in this case could create a negative impact 
on the Islamic fi nance sector at large. According to industry sources, 
parties engaged in Shariah compliant fi nancing transactions with Islamic 
fi nancial institutions have been sensitive to the “Shariah risk,” where an 
executed transaction could later be viewed by a Shariah advisor as not 
being in compliance with Shariah.

“Concerns over such a risk became more pronounced after Sheikh 
Taqi Usmani’s well publicized 2008 statement that a large number 
of existing Sukuk transactions were not in compliance with Shariah,” 
said Rainey. “Having an IFI itself use non-compliance with Shariah as 
a defensive weapon — to claim that the transaction it entered into was 
with the full knowledge that its terms were not Shariah compliant and 
therefore  not binding on itself —increases so-called Shariah risk by 
several degrees. Moreover, the willingness to make such an argument 
damages the credibility of IFIs in general.”

During the appeal, High Court judge Purle held that a clause in the 
disputed Wakalah agreement confi rms TID’s Shariah committee was 
satisfi ed that the range of transactions undertaken by the company 
was Shariah compliant. Rainey said: “One wonders if the Shariah 
committee was advised about the defense raised by TID in this case.”

Clause 5 of the disputed Wakalah agreement contradicts TID’s 
argument of having executed a non-Shariah compliant agreement. 
It states: “The Wakeel shall not utilize the Wakalah assets for any 
other purpose except what is permitted by Muwakkil (the depositor/
investor) and within the Shariah parameters. The Wakeel confi rms 
that the terms of the master Wakalah contract and the transactions 
contemplated hereby are in accordance with the Shariah as interpreted 
by the Shariah committee and it undertakes that it will not at any time 
assert that any provisions thereof or any transaction effected pursuant 
hereto contravenes the Shariah.”

The judge said: “It is said on behalf of TID that the contract amounted 
to a non-compliant Shariah transaction because, in reality and 
substance, what TID was doing was taking deposit at interest. Blom 
says that claim is nonsense. It points to the undoubted fact that the 
Shariah committee of respected scholars had authorized and approved 
of this form of contract, which is a strong indication that the contract 
was indeed Shariah compliant.”

He also held that the reason for TID’s non-payment is that its investment 
activities have not been as successful as it had hoped and anticipated 
and that it has encountered serious cash fl ow problems.

In view of this dispute, Rainey offers four factors for an investor 
or fi nancier to take into consideration when entering into an 
agreement with an IFI:

• The IFI delivers a certifi cate of its Shariah committee, or 
internal Shariah advisor, confi rming that the transaction is 
Shariah compliant.

• The deletion of any prohibition in the constitutional documents 
of the IFI which prohibits that IFI from entering into agreements 
which do not comply with Shariah.

• A representation to be inserted into the Shariah compliant 
agreement stating that entry into and performance by the IFI of 
that agreement does not confl ict with any of its constitutional 
documents.

• The waiver by the IFI of any defenses that it may have in 
connection with the agreement not being compliant with 
Shariah principles.

By Ashwin Hemmathagama

MIDDLE EAST
TID non-Shariah compliant?
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Islamic Finance news (IFN) organized the 2010 Islamic Finance news 
Awards Ceremony and Dinner in Kuala Lumpur last week and in Dubai 
this week. The Kuala Lumpur event brought together more than 250 
delegates from Indonesia, Singapore, Thailand, the UK and elsewhere, 
who are well known in their respective activities within the Islamic 
fi nance industry.

The guest list included Bank Negara assistant governor Muhammad 
Ibrahim, CIMB Islamic Bank CEO Badlisyah Abdul Ghani, Bank 
Muamalat Indonesia president director Arviyan Arifi n, Islamic Bank of 
Thailand senior executive vice-president Che Lasin Che Deraman and 
PricewaterhouseCoopers global Islamic fi nance leader Mohammad 
Faiz Azmi.

Al Rajhi Bank (Malaysia) CEO Ahmed Rehman accepted the awards for 
“Best Islamic Bank in Saudi Arabia” and “Best Islamic Retail Bank”. 
He said the IFN awards has given the bank much encouragement 
in embarking on new plans and strategies, knowing that its efforts 
are recognized and valued at a high level, in addition to acting as a 
testament to Al Rajhi’s endeavor to be the preferred most respected 
Islamic bank in the world.

Rehman pointed out that the IFN awards indeed play a signifi cant role 
in giving the Islamic fi nance industry a much-needed lift, as it is a sign 
of acceptance by the industry and recognition of the efforts placed 
in reaching the current level. “For the industry, the breakthrough has 
been astounding and with many people, industry and key players 
understanding the Islamic banking concept, that alone is a big award 
to the industry. The awards are the icing on the cake to further improve 
to bigger and better things.”

For Islamic Bank of Asia managing director Tan Jeh Wuan, who 
represented the bank in accepting three awards at the event — 
“Singapore Deal of the Year”, “Indonesia Deal of the Year” and 
“Sovereign Deal of the Year”, the IFN awards set the stage for 
outstanding Islamic deals and industry players, including his bank, to 
have their efforts recognized in a wider sphere.

Tan saw the event as acting as the benchmark for aspiring parties in 
Islamic fi nance to work towards being recognized as credible players in 
the industry. With two main awards for Zul Rafi que & Partners’ — “Cor-
porate Finance Deal of the Year” and “IPO Deal of the Year” — its partner 
Mariette Peters said: “The awards we received are defi nitely a feather in 
our cap as it means that we are surely doing something right.”

Peters also said that the awards have generated publicity for Zul 
Rafi que & Partners as well as other legal fi rms, which are governed 
by strict rules on publicizing information related to deals and 
transactions. As such, she is thankful that these rules do not apply to 
the REDMoney Group, thus enabling it to help law fi rms that undertake 
Sukuk and other transactions spread the word on their abilities to a 
global audience.

In Dubai, about 250 delegates came from Saudi Arabia, the UAE, 
Bahrain, Pakistan, Lebanon and other countries in the region.

Norton Rose (represented by head of banking and Islamic fi nance 
Middle East Neil D Miller) won the “Best Law Firm of the Year” award, 
Gulf Finance House (represented by head of marketing and strategy 
Jinesh Patel) the award for “Equity Deal of the Year”, Ajman Bank 
(represented by deputy CEO Ali E Alshaqoosh Al Mueen) the “Best New 
Islamic Bank” award and Path Solutions (represented by chairman 
and CEO Mohammed Kateeb) the “Best Islamic Technology Provider” 
award.

Christopher Laing, the Dubai-based Deutsche Bank co-head of equity 
capital markets for Central and Eastern Europe, Middle East and 
Africa, whose bank bagged the award for “Equity Deal of the Year”, 
said the institution is happy at winning the award and having its efforts 
recognized by IFN, especially as 2009 was a very diffi cult year for 
equity raisings in the GCC region amidst the global economic turmoil 
as well as the Dubai World fi nancial crisis.

Laing hoped that the recognition of excellence in the equity markets 
by the IFN Awards would encourage other fi rms, especially Shariah 
compliant ones, to work with a wide variety of issuers to achieve 
similarly successful fi nancing and thus help further develop the 
region’s capital markets.

At present the GCC equity markets lack the liquidity depth and maturity 
of Asian markets, for example, resulting in corporates having reduced 
access to equity and the cost of equity for the region being higher than 
elsewhere.

He added that through these awards, Islamic fi nance professionals 
will be encouraged to bring innovative structures to the market and 
provide a much-needed boost to the market — which will then lead 
to an increase in  liquidity and later lowered costs for equity-based 
transactions.

Nights to Remember

Some of the IFN Award recipients at the Kuala Lumpur ceremony. REDmoney 
Group managing director Andrew Morgan is on the left.

REDmoney Group managing director Andrew Morgan, on the extreme right, in 
the company of some of the IFN Award recipients in Dubai.
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Qatar is one of the key players and most exciting countries in the 
GCC with its expanding economy as an oil- and natural gas-rich 
nation. It has initiated multi-billion-dollar projects in line with the 
four development pillars — human development, society, economic 
development and the environment — aimed at achieving developed 
nation status by 2030 without compromising on its Islamic principles 
and Arab identity.

The Islamic banking industry remains steady with healthy growth 
and a positive outlook even after the recession while challenging the 
conventional sector in terms of a dynamic, fast-paced and competitive 
environment. Demand for it is driven by multiple factors, based on 
Islamic principles and its potential to augment fi nancial engineering 
blended with a socially and ethically responsive fi nancial system.

Despite being a relatively new concept for most of the countries with 
religious sentiments, Islamic fi nance has been spreading fast and 
gaining momentum in almost all the countries, sparked by the success 
of the Asian and Middle East countries and by the understanding of 
the advantages it provides.

A total of 18 banks, including new entrant Barwa Bank, a full-fl edged 
Islamic bank, currently operate in Qatar with 210 branches as of 2008. 
They comprise local and foreign banks supervised by the Qatar Central 
Bank (QCB) which was incorporated in 1993 when it took over the 
responsibilities of the former Qatar Monetary Agency.

The QCB performs certain functions to ensure the liquidity and 
solvency of the banking system in Qatar. It grants loans to banks, 
issues instructions, stipulates auditing rules, and conducts inspections 
of any bank at any time, among others. The QCB has introduced 
major international standards applicable to banking supervision and 
regulations based on the Basel Accord. It has set the minimum capital 
adequacy regulations applicable to Qatari banks at 10%, compared to 
the Basel rate of 8%.

A major change took place in the Qatar banking sector in February 
2001 when the QCB removed its ceiling on interest rates for local 
currency deposits, thereby freeing the banking system from all interest 
rate policy restrictions. This opened new ways of dealing without 
interest involvement which is prohibited in Islam.

This amendment allowed Islamic banks to enter into the untapped 
market segments in the country. Qatar National Bank and Commercial 
Bank set the industry trend to adopt the Islamic banking window 
model in the country during 2005-2006. It led to the setting up of 
four full-fl edged Islamic banks and 25 Islamic banking window model 
branches.

According to reputed credit rating agencies, Qatar’s strong operating 
environment and high level of prosperity will bring about more quality 
opportunities for banks. These agencies have rated most of the banks 
as having a high level of creditworthiness and stable outlook over the 
short and long terms.

Total asset size of the banking sector in Qatar (2008)

Banks QAR (billion) US$ (billion) %

Conventional 310 85.1 77

Islamic 63.1 17.3 16

Foreign 31 8.5 8

Total 404.1 110.9 100

The total assets of Islamic banks increased by QAR21.7 billion (US$6 
billion) to QAR63.1 billion (US$17.3 billion) in 2008 for a 52.3% 
growth rate while the conventional banks’ total asset growth rate was 
at 38.3%. Customer deposits growth also shows that Islamic banks’ 
unrestricted investments accounts grew faster than that of customer 
deposits in conventional banks. This clearly shows the amazing growth 
of the industry in Qatar, and it is expected to expand further based on 
the Qatar National Vision 2030 program.

The growth of the industry is facilitating the emergence of more 
Shariah compliant businesses while the conventional sector making 
greater efforts to increase its market share. As the trend-setting 
market leaders, Islamic banks should continuously adopt innovative 
ideas and unique ways of doing business in terms of marketing the 
Islamic banking asset side as well as liability side products on the 
basis of long term objectives.

The potential for Islamic banks in Qatar is tremendous with the increase 
in demand in the housing sector, real estate investment products as 
well as debt and capital market instruments (Sukuk) for projects. 
Increasing religious consciousness and demand for alternative Islamic 
banking products are also expected to spur the further growth of the 
industry.

Islamic Banking in Qatar
By Muath Mubarak

Conventional Banks
1. Qatar National Bank
2. Commercial Bank
3. Doha Bank
4. Ahli Bank
5. International Bank of Qatar
6. Al Khaliji
7. HSBC Qatar
8. BNP Paribas
9. Arab Bank
10. Mashreq Bank
11. Standard Chartered
12. United Bank
13. Bank Saderat Iran

Fully Fledged Islamic Banks
1. Qatar Islamic Bank
2. International Islamic
3. Masraf Al Rayan
4. Barwa Bank

Other Islamic Banks (Windows)
1. Al Islami (QNB)
2. Al Safa (Commercial Bank)
3. Doha Islamic (Doha Bank)
4. Ahli Islami Ahli Bank)
5. Yosser (IBQ)

Specialized Bank
Qatar Development Bank 
(100% owned by government)

Muath Mubarak
Coordinator, fi nancial control and strategic planning
Barwa Bank
Qatar
Tel: +9746844847
E-mail: muath.2009@gmail.com
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The literal meaning of gharar in Islamic fi nance and economics is 
that of excessive risk taking leading to exacerbation in uncertainty of 
outcome. In fi nancial risk management (FRM) the term excessive risk 
taking reminds us of derivative and structured product positions and 
the recent global subprime credit crisis.

Also, in contemporary quantitative risk management terms, it implies 
that any fi nancial transaction which is categorized as highly risky due 
to uncertainty regarding its outcome should have higher positive and 
negative returns; exhibiting kurtosis value in excess of three above the 
shape of the normal distribution curve.

The concept of gharar has presented both opportunities and challenges 
to practitioners of Islamic fi nance and economics, which tend to 
create an equilibrium by meeting demands for introducing product 
innovation to attain low risk profi le and on the other hand, to guide 
supply of money assets away from excessive risk taking investments 
and fi nancings which may add to incremental systematic risk of the 
economy and the non-systematic risk of the thrift itself.

In this article we shall not discuss quantifi cation of gharar in terms 
of deceit. However, we shall keep our brittle hypothesis restricted to 
validation and quantifi cation of the market gharar (excessive risk) 
phenomena within asset class/es on the basis of uncertainty of 
outcome (which in risk management analogy refers to unexpected loss 
occurrences).

As defi ned by the Centre for Islamic Economics and Finance (CIEF) 
website, the Arabic word gharar means risk, uncertainty, and hazard. 
Unlike riba, gharar is not precisely defi ned. Gharar is also considered 
to be of lesser signifi cance than riba. While the prohibition of riba 
is absolute, some degree of gharar or uncertainty is acceptable in 
the Islamic framework. Only conditions of excessive gharar need be 
avoided.

The concept of gharar has been broadly defi ned by scholars in two 
ways to imply uncertainty and deceit.

The Qur’an has clearly forbidden all business transactions which 
cause injustice in any form to any of the parties. This may be in the 
form of hazard or peril leading to uncertainty in any business, or deceit 
or fraud or undue advantage. Apart from this simplistic defi nition of 
gharar, some defi nitions seem to have a parallel in the concept of 
uncertainty in conventional fi nance. Gharar is defi ned by the Hanafi  
jurist al-Sarakhsi as any bargain in which the result of it is hidden.

However, the argumentative pitfalls remain as they stood since the time 
Islamic fi nance came into existence. Excessive risk taking which has 
destroyed shareholder values all over the global fi nancial industry has 
not silenced the beast of greed among risk takers to structure more 
complicated products with even more complicated pay off structures.

The blame game was equally shared between risk managers and 
risk takers; however, one should realize that fi nancial risk cannot be 
absolutely controlled and certainly, the problem cannot be entirely 
measured with accuracy. The standard investment risk management 
tools used for quantifi cation of fi nancial risk such as value at risk 
(VaR) and expected short fall (ESF) have shared much of the blame 

and criticism which they didn’t deserve to share on their own. It is like 
consuming a virulent substance and then blaming the medicine for 
not working.

However, the concept of gharar in itself creates trip wires around the 
fund manager, which prevents violation of risk controls, a normal 
procedure in a conventional fi nancial institution. However, even within 
Islamic fi nancial institutions the lack of clarity over this subject creates 
delay in decision making and tensions in corporate corridors. It is like 
what is deemed to be a sin in one religion is not necessarily so in 
another religion. Similarly, within Islamic fi nance and economics the 
concept of gharar is interpreted in contrasting ways.

I remember having a heated debate with one Shariah advisor in 
Pakistan, who did not approve of our equity capital markets because 
the average turnover volatility was too high for his liking and hence, 
according to his revelation, the concept of gharar is automatically 
invoked. When I asked him to explain his stance, he did not have any 
understanding of the volatility metrics that existed for that market. 
Hence, we need to put a fence around this concept and decide as to 
what does and does not constitute of actual gharar, strictly speaking 
in quantitative risk management terms.

In this article we shall only introduce and discuss a model which 
measures excessive risk in the context of identifi ed price risk factors. 
Hence, the addition of market risk dimension into the concept of gharar 
itself, which should complement and also change the way we approve 
and disapprove of transactions in addition to religious bindings.

The model which I propose is to quantify the market risk of a single 
asset class within a universe of assets that have a linear pay off, and 
is marked to market using secondary market prices.

The mechanical details
The model proposes to capture linear market risk factors which 
contribute to the price driven volatilities of asset classes. In the 
theoretical context of this article we only classify gharar in market 
risk terms and hence we have already selected and screened 10 
downside risk variables which may contribute to negative profi t and 
loss attributions.

The market risk metrics that constitute the market gharar risk 
assessment grid are:

• Required rate of returns (cost of capital derived from CAP – M/
SML or APM)

• Downside betas
• Downside deviation (semi variance)
• Maximum drawdown
• Tracking error
• ESF
• Cumulative beta
• Kurtosis
• Skewness
• VaR

We propose that all assets held within an identifi ed universe should be 
checked and categorized for gharar on the basis of their inherent price 

Quantifi cation of Market Gharar Metric
By Syed Adeel Hussain

continued...
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Quantifi cation of Market Gharar Metric (continued)

risk movements using adjusted data as in the case of equities. The risk 
metrics should be computed-based on continuous return data sets of 
the last fi ve years for all non-fi xed income asset classes and discrete 
returns for fi xed income asset classes.

Percentiles will be used to develop market risk ranges (exposure bands) 
from the overall sample of assets and/or asset classes chosen for the 
fi ltering/screening of gharar elements (excessive volatilities). The fi ve 
percentiles that will be used to develop risk classifi cation levels are 
90th, 75th, 50th, 25th and 10th.

Once the values are derived, they shall be sorted in descending order to 
check the set of market risk orderings. As per the risk ranges (exposure 
bands) defi ned earlier, we shall further categorize stocks into fi ve risk 
categories for the allegorical interpretation of existing excessive risk 
within each asset class with respect to its peer group and/or the entire 
suitable market benchmark drawn from the same universe itself.

The market risk categories based on percentile are:

Risk Category Percentile

Very high risk 90th

High risk 75th

Medium risk 50th

Low risk 25th

Very low risk 10th

Market gharar risk grid
The scoring methodology given to each risk (volatility) variable is ‘5’. 
The scoring patterns indicate ‘1’ as the lowest market gharar risk score 
and ‘5’ as the highest assigned to risk categorizations shown below:

Risk Category Risk Score

Very high risk 1

High risk 2

Medium risk 3

Low risk 4

Very low risk 5

Market gharar risk categorization model
To classify asset class/es into various market prices driven gharar risk 
categories, we have divided our inherent risk levels into fi ve categories 
based on the aforementioned cumulative market risk grid scores:

Gharar Category Scoring per Variable Risk Grid Range

Very Low Risk 5 Maximum 50

Low Risk 4 Maximum 40 - 49

Medium Risk 3 Maximum 30 - 39

High Risk 2 Maximum 20 - 29

Very High Risk 1 Maximum 10 - 19

The fi nal risk scores assigned to asset class/es will act as guidelines in 
the overall categorization and active screening of gharar risk in context 
of historical market risk metrics. The model proposed, if adopted, shall 
be helpful in classifying excessive risk and uncertainty of outcome 
which would bring about negative profi t and loss accounts.

In light of the above, only asset class/es which are categorized as very 
high risk should qualify to be attested as gharar incurring exposures 
within an investment portfolio.

Unexpected and worst case loss forecasting
This model consists of 10 market risk variables which are being used 
as input to ascertain a forecasted output such as market gharar risk. 
The model parameters are largely linear; however, they do assume 
multivariate characteristics of statistical analysis. The power of 
prediction and model upgrading remains largely subordinate to analyst 
preferences.

If incremental samples are added to the fi ve-year look back period for 
an x number of days, then its ability to accurately forecast excessive 
losses within an asset class due to uncertainty of outcomes may last 
only up to a certain level.

Hence the market gharar risk categorization as shown in the scoring 
model will remain, subject to estimation errors and model operational 
risks on one hand and rigorous analyst review on the other hand.

We must keep VaR critics such as Naseem Talib’s premonitions 
working at the back of our mind at all times. All 10 risk metrics that 
constitute of downside risk matrix rely on historical data and hence 
can fail in forecasting future unexpected losses. Hence to improve the 
model‘s operational parameters, further structural calibrations may 
be required over time to increase the accuracy of loss forecasts.

Even more downside market risk variables can be added or subtracted 
from the downside risk set we have proposed, based on each model 
input MSE (mean squared errors) metrics to fi ne tune loss forecasting. 
However, matters related to volatility mixture modelling and cluster 
forecasting using GARCH (General Autoregressive Conditional 
Heteroskedasticity) techniques will not be assessed in this article.

Conclusion
The purpose of this article was to create awareness with respect to the 
screening of market gharar risk in the context of investments that have 
their price quotes actively traded in secondary markets using bid and 
ask mechanisms under normal market conditions. But what has to 
be concluded is that the defi nition and classifi cation of market gharar 
risk will not be a static phenomenon over business cycles. Gharar 
may increase or decrease with changes in the volatility diffusion 
processes.

In this article I proposed the scientifi c treatment and explanation 
of gharar within asset class/es using a model-based admixture of 
quantitative and qualitative scoring methodologies. I hope this article 
can provide direction to Islamic economists to analyze fi nancial puzzles 
using religious teachings in conjunction with modern day mathematical 
risk techniques.

Syed Adeel Hussain 
Director and head of quantitative risk analytics
Tadhamon International Islamic Bank
Sana’a
Yemen 
Tel: +967 714 499 848
Email: quantitativeanalytics31@hotmail.com
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The issuance of benchmark Sukuk (US$500 million and above) from 
2004 to 2007 provided Islamic capital markets with tremendous 
momentum as annual issuance grew from just over US$7 billion in 
2004 to US$47.5 billion in 2007.

Until 2008, the largest issuers of Sukuk were real estate companies 
(most of them based in Dubai) that issued both straight and convertible 
Sukuk but have since become sub investment grade credits. The 
placement of these Sukuk has been to a predominantly bank-driven 
investor base in the GCC that is currently affl icted with deteriorating 
asset portfolios, excess exposure to real estate and focused on 
deleveraging.

Therefore, both supply and demand for Sukuk have been adversely 
affected. This has resulted in a tapering off in the level of issuance in 
2008 to just under US$15 billion, representing a 70% drop in relation 
to 2007 and US$31 billion in 2009.

This trend is in contrast to global bond issuance which experienced 
a record year with global dollar issuance aggregating US$986 billion 
and GCC issuance reaching US$32 billion. However, in the GCC, Sukuk 
issuance made up only 3% of total issuance.

Driven by a desire to reach a new investor base, tap the deepest 
pool of dollar liquidity and term out maturities beyond fi ve years, GCC 
issuers have reached out to the 144A market in the US. This market 
continues to be relatively unfamiliar with Sukuk in relation to the RegS 
(non-US) investor base and with traditional Sukuk investors faced with 
the above-mentioned problems restraining investment, bonds have 
presented a more viable means of capital raising for GCC issuers.

It is also worth noting that most of the issuance from the GCC has 
been driven by sovereign or sovereign-related entities that are typically 

holding companies with shares of government-owned entities as their 
principal assets. Such companies are often unable to create Shariah 
compliant Ijarah-based structures that have come to dominate Sukuk 
issuance after AAOIFI (Accounting and Auditing Organization for Islamic 
Financial Institutions) pronouncements in 2008.

Consequently, in order to provide a viable alternative to such issuers, 
Sukuk not only need to have tenors greater than fi ve years but must 
devise a greater range of structures which meet the requirements of 
issuers that may not have ready asset availability.

The fi rst part of the equation can be solved through greater investor 
education that must also explain that benchmark Sukuk are not illiquid 
and have active secondary markets. In addition, it must be clarifi ed 
that recent Sukuk defaults have had little to do with the intrinsic 
nature of the instrument and everything to do with the inherent credit 
risks of the issuer.

The second part of the equation will require all stakeholders, 
especially scholars, bankers and lawyers, to devise a greater range of 
instruments. Failing this, Sukuk issuance will be confi ned to issuers 
with tangible or fi xed asset availability.

Sustaining Sukuk Issuance in Domestic Markets
By Yavar Moini

continued...
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Sustaining Sukuk Issuance in Domestic Markets (continued)

The impetus of robust domestic capital markets
Malaysia has begun to dominate global Sukuk issuance volumes 
based on the strength and depth of its domestic capital markets. Its 
share in global Sukuk issuance has risen from just under 40% in 2008 
to over 64% in 2009. 

Out of total issuance from Malaysia of US$6 billion in 2008 and US$20 
billion in 2009, ringgit-denominated issuance accounted for 83% and 
90% respectively, underlining the strength of its domestic market.

In 2007, the trend was similar as out of total Malaysian issuance of 
US$26 billion, domestic issuance accounted for 97%. The contrast with 
waning Sukuk supply from the GCC over the same period could not be 
more stark. As the local bank-driven investor base has retracted, GCC 
issuers have reached out to international bond investors.

Malaysia has benefi ted from strong domestic liquidity and a diversifi ed 
investor base to maintain the Sukuk issuance momentum. The same 
investor base has provided a bedrock of anchor investors to its global 
Sukuk issuances like Petronas, which executed a US$1.5 billion Sukuk 
in 2009.

Despite challenging market conditions for Sukuk issuance, the trade 
represented the joint largest straight global Sukuk ever and was 

buttressed by investor demand in Malaysia and Asia. The issuance 
proved that based upon strong regional support, signifi cant Sukuk 
sizes could be achieved without major participation from the GCC.

In essence, the inherent strength in domestic capital markets 
signifi cantly strengthens the argument for Sukuk issuance as it 
becomes an all-inclusive capital raising instrument that taps the 
entire pool of available liquidity. Thus, in challenging times when bond 
investors may be less eager to invest in anything relatively unfamiliar 
or require pricing discounts on such instruments, it is imperative to 
have indigenous investors that best understand the product. These 
can only come from robust domestic capital markets.

The way forward
A prerequisite for the creation of strong domestic capital markets is 
the existence of institutionalized pools of capital such as Sukuk funds, 
insurance/Takaful companies, pension funds and sovereign wealth 
funds. The latter, along with all government investment agencies, should 
be encouraged to invest in Sukuk rather than bonds if a competitive 
product in terms of pricing, risk, liquidity and structure is provided.

The core of bond investors comprises “real money” (fi xed income) 
asset managers that manage hundreds of billions of dollars in assets. 
The Sukuk market therefore needs the creation of sizable Sukuk 
funds comprising long-term institutional capital that can be signifi cant 
participants in benchmark issues.

A more diversifi ed investor base will also encourage a greater array of 
corporate issuers to come to market and reduce their reliance on bank 
funding. Increased depth in domestic debt markets will also promote 
more issuance from outside the region as frequent issuers will be able to 
price closer to their yield curve and a greater acceptance of non-regional 
credits from portfolio managers keen to diversify their asset base.

In addition, a more active swap market will emerge, enabling borrowers 
to issue in different jurisdictions and hedge the currency risk by 
swapping back into their domestic currency.
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What challenges will the proposed Basel 3 have on Islamic fi nancial institutions,
when implemented by end 2012?

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 Monday, 15th March 2010.

Next Forum Question

Sustaining Sukuk Issuance in Domestic Markets (continued)

Deeper Sukuk markets will also encourage the creation of better risk 
management products like Shariah compliant credit default swaps and 
catalyze the development of new structures to meet the requirements 
of new investors and issuers. 

Short-term money market Sukuk, equity linked Sukuk that facilitate 
recapitalizations and renew capital market access for Islamic banks, 
securitized, hybrid and high yield Sukuk may be some of the products 
that may rapidly emerge.

Better developed domestic markets that promote more public debt 
issuance will also enforce greater fi scal and governance discipline 
amongst issuers. Disclosure and transparency levels will improve 
and high levels of corporate governance will be required to maintain 
investor confi dence.

Conclusion
The need for, and benefi ts from, vibrant domestic capital markets 
where Sukuk is the product of choice seem obvious. If further 
encouragement is required for legislators and regulators, then they 
should consider the estimated US$1.5 trillion from the GCC that is 
invested with international asset managers. 

Typically, fi xed income portfolios would comprise approximately half 
this amount. Clearly, if Sukuk can offer a competitive product, there 
should be no dearth of demand and a considerable proportion of these 
funds can be utilized to fund the development needs of the GCC.

It is also important to realize that the need is to create regional rather 
than parochial domestic capital markets where local currency issues 
are placed with a club of bank-dominated local investors that adopt a 

“buy and hold” approach. Whilst this may be the legacy of the Sukuk 
market, there is a distinct need to move away from such antecedents.

For Sukuk issuance to sustain its global growth, it is imperative that 
the GCC develop its domestic capital markets, such that reliance on 
banks domestically and bond investors internationally is reduced. 

While we need to educate a growing base of international investors 
about the product and push the frontiers of the Sukuk market, we 
must pay much more attention to the development of domestic capital 
markets to preserve the gains of the last few years.

The strength of the Islamic fi nance industry has always been an 
inherent grassroots demand for the product and it is this that should 
propel the development of its capital markets going forward.
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Islamic Finance news talks to leading players in the industry

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

I was an investment manager at a Swiss private bank and later became 
a hedge fund manager investing in gold and commodities. I realized 
that Alan Greenspan was keeping the property bubble pumped 
up and became a cynic of the western banking system. I spent two 
years writing my book The Final Crash which was published in 2007. I 
searched for solutions and came across Islamic fi nance, then took the 
Securities Institute IFQ exam later that year. I spent 2009 speaking 
at conferences around the world while looking for employment or 
consultancy work in Islamic fi nance. It was disappointing to fi nd there 
was little of substance so I treat the topic as a complement rather than 
a core offering.

What does your role involve?
I buy and sell precious metals for all types of investors from 1 oz coins to 
1 kilo bars. I can cater for Islamic clients by ensuring that the purchase 
and sale process avoids forbidden actions. I have also been made a 
non-executive director of a bullion-backed fund called Offshore Gold 
Limited which provides precious metal exposure for portfolio investors 
who do not want physical gold.

What is your greatest achievement to date?
Writing The Final Crash is likely my best-timed work although I made 
mistakes in 2008 and lost my job as a hedge fund manager. With 
the benefi t of hindsight I should have parked my personal funds in 
gold, stayed in private banking and kept my mouth shut. There’s a 
generation of bankers who toe the line, take no personal risk and get a 
lot of reward but I am not the sort of person who can do or say nothing 
when they know a disaster is on the way.

Which of your products/services deliver the best 
results?

We are in a long-term commodity upswing and gold is undoubtedly 
the place to be. Other commodities will perform well but are more of a 
speculative wild-ride. I think of gold as an insurance policy — reliable 
but ultimately unemotional.

What are the strengths of your business?
Bullion appeals to both conventional and Islamic investors and returned 
280% in the last decade. It is an area where conventional portfolio 
managers are heavily underweight and do not really understand 
because it has been out of favor for so long. Most investment managers 

are schooled in interest-based systems and have grown to love paper 
assets rather than real assets. They are also fearful of change, which 
is why they cling to the US$ as a “safe haven” long after it has begun 
to decay.

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

The conference work and writing have contributed to a heavy internet 
presence which is reassuring to investors. I also have the credibility 
that I called the crash in advance and can offer solutions that are 
outside of normal thinking, particularly for a westerner. It can be a 
blessing and a curse because one can sound like a preacher or be 
branded a maverick. Ultimately I believe clients will back those who 
are honest, even if they are sometimes wrong.

What are the obstacles faced in running your 
business today? 

There is an army of bureaucrats and service providers who demand 
high fi xed fees yet don’t give guidance or take any risks themselves. I 
wouldn’t mind if anti-money laundering regulations had some impact 
on criminal behavior but I haven’t seen any evidence of a decline. I 
suspect that law-abiding professionals bear the burden of bureaucracy 
while criminals operate without hindrance as their advisers can work 
the system. My skeptical side questions whether such legislation is a 
convenient front for greater tax collection. I don’t mind the foundation 
but I do mind the falsehood. It is rather like the “War on Terror” that 
proclaims to protect our freedom while undermining it in reality.

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

I believe the crash in both conventional and Islamic banking is a 
blessing in disguise. The latter seems to mimic the former and I’m not 
the only person to question the substance of some of its methods. 
Debates on Linked-In frequently revolve around the beauty of Islamic 
principles being sullied by man-made practices. Islamic fi nance is in 
an adolescent phase where it wants to follow the crowd but is trying 
to establish its own identity. When it emerges into adulthood, its 
practitioners will have the confi dence to commit to sharing risk and 
reward rather than copying a failed fi nancial system.

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

Greater accessibility and affordability of scholars. It takes a long 
time to nurture the combination of religious and fi nancial expertise, 
so the supply is somewhat inelastic. The price of obtaining a single 
fatwa can be the same as the setting up of a fund from start to fi nish, 
which seems disproportionate. It would be easy to be cynical and 
say that charging for knowledge is a form of hoarding but scholars 
have overheads and need to make a living, too. It would be better for 
them to take equity to share the risk but this then presents a potential 
confl ict of interest. Either way, only large institutions can afford single 
scholars or entire boards. This is a major barrier to entry for start-ups 
and innovators who wish to launch products. I would not mind using 
a junior scholar or understudy but access is pretty diffi cult — just try 
fi nding one on the internet with a price list for their services and you 
will understand the dilemma.
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The Q&A was conducted with Nida Raza, senior vice president, Capital Markets, at Unicorn:

1. Why did you use this particular Islamic structure? What other structures were considered?
 With the controversies surrounding the various structures by Islamic jurists, Unicorn Investment Bank’s structuring team came up with 

a unique Wakalah structure which enabled this to be a senior unsecured obligation of Dar Al Arkan Real Estate Company (Daar) and 
rank pari passu with all current and future senior unsecured obligations of Daar. This structure is also unique in that it allows foreign 
investors to invest in the Saudi real estate business without contravening Saudi law which limits foreign ownership of Saudi properties. 
Moreover, this structure gives some fl exibility, allowing Daar to use the proceeds to acquire future development projects as opposed to 
using its existing assets. Finally, in order to appeal to the widest audience, both Islamic and conventional, the structure had to be simple 
and easily understandable, which is what the ultimate Daar Sukuk II structure is.

2. What will this capital be used for?
 To fund the guarantor’s (Daar) current and future development projects.

3. What were the challenges faced and how were they resolved?
a) This is the fi rst bond/Sukuk transaction done out of the Middle East since the Dubai debacle. The transaction was priced in the most 

diffi cult week in 2010 with many other transactions failing to close or getting pulled from the market.
b) Daar was able to price the deal within the price guidance despite pricing it in one of the most volatile weeks this year, particularly 

for emerging market credit. Emerging market deals priced recently represented 7% of the YTD weekly average of US$6.5 billion with 
Daar being the ONLY emerging market deal priced globally across the credit spectrum.

 c) Daar was prudent and disciplined to print a size that is refl ective of its short/medium term funding need and avoided printing a 
bigger size deal at a wider price. The transaction was completed within the planned time frame and price guidance despite a diffi cult 
market backdrop.

d)  The transaction is the fi rst 144A deal from Saudi Arabia and is the fi rst sub-investment grade Sukuk which demonstrates the 
strength of Daar’s operations, strategy and credit story.

4. Geographically speaking, where did the investors come from?
 Daar’s book was signifi cantly oversubscribed and attracted a diversifi ed investor base from all over the world (Asia, the US, Middle East 

and Europe) that represented a wide spectrum of investor profi les.

SUMMARY OF TERMS & CONDITIONS

Daar SUKUK II

US$450 million

 

11th February 2010

Issuer Dar Al-Arkan International Sukuk Company II

Guarantor Dar Al-Arkan Real Estate Development Company

Tenor Five years

Return 10.75% 

Payment Semi annually commencing  the 18th August 2010

Maturity Date 18th February 2015

Arranger/Dealer Deutsche Bank Securities, Goldman Sachs 
International and Unicorn Investment Bank

Trustee Dar Al-Arkan International Sukuk Company II

Legal Counsel
White & Case (Issuer)
Linklaters (Underwriters)

Governing Law English & Saudi laws

Purpose of issuance To fund Guarantor’s current and future development 
projects

Rating ‘Ba2’ (Moody’s)
‘BB-’ (S&P)

Shariah Advisor Unicorn Investment Bank
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ALLIANCE BANK
MALAYSIA: Alliance Bank chief operating of-
fi cer Shim Kon Teck will tender his resignation 
with effect from the 1st April this year.

The announcement comes on the heels of 
internal investigations involving him and 
CEO Bridget Lai concerning renovations 
conducted in the bank’s property 
department. Lai is also resigning on the 
same date.

Alliance Bank is the parent of Alliance 
Islamic Bank.

KING  & SPALDING
UAE: King & Spalding has promoted Jawad I 
Ali as managing partner for its offi ces in the 
Middle East, in place of Philip R Weems who 
has to return to the fi rm’s Houston offi ce as 
co-head of King & Spalding’s global energy 
practice.

Ali’s most recent posting was as partner 
and deputy head of King & Spalding’s 
global Middle East and Islamic fi nance 
practice.

KUWAIT FINANCE HOUSE 
(AUSTRALIA)
AUSTRALIA: Kuwait Finance House’s 
(Australia) CEO Abdul Rahim Ghouse has 
reportedly left the company. 

Ghouse however did not provide any reason 
for his exit. He will be replaced by Kingsley 
Dawud David.

MACQUARIE GROUP 

AUSTRALIA: Macquarie Group (Macquarie) 
appointed former Lehman Brothers executive 
Benoit Savoret to head its European, Middle 
East and Africa (EMEA) division. 

Savoret spent 10 years at Lehman Brothers. 
His last position at the company was as chief 
operating offi cer for Europe and the Middle 
East.

PATH SOLUTIONS
GLOBAL: Islamic fi nance technology service 
provider Path Solutions has named its 
chairman Mohammed Kateeb as the fi rm’s 
new CEO.

Kateeb, who has been serving on the 
company board since 2004, will spearhead 
Path Solutions’ product strategy and 
development as well as its sales and 
services efforts for key emerging vertical 
markets.

He previously worked at Microsoft Middle 
East and Al-Jareed Telecommunication and 
Technologies.

Are you one of them? 

READ IFN TODAY!

                                 is read by over 19,500 
industry practitioners comprising of:

Contact Information: 
Musfaizal.Mustafa@REDmoneygroup.com

• Board Members
• Chairmen
• Managing Directors

• Chief Financial Officers
• Chief Executive Officers
• Directors

• General Managers
• Treasurers
• Country Heads
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Mr Daud Abdullah (David Vicary)
Global Leader

Global Islamic Finance Group, Deloitte

Dr Mohd Daud Bakar
Chief Executive Offi cer  

International Institute of Islamic Finance

Prof Dr Mohd Masum Billah
Group Executive Chairman
Middle Eastern Business 

World Group of Companies

Dr Humayon Dar
Chief Executive Offi cer

BMB Islamic 

Mr Badlisyah Abdul Ghani
Chief Executive Offi cer  

 CIMB Islamic 

Ms Baljeet Kaur Grewal
Managing Director/Vice Chairman

Head, Global Research
KFH Research Limited

Mr Sohail Jaffer
Partner

International Business Development
 FWU International 

Dr Monzer Kahf 
Consultant/Trainer/Lecturer

Private Practice

Mr Mohamed Ridza Abdullah
Managing Partner

Mohamed Ridza & Co 

Prof Bala Shanmugam
Director of Banking & Finance 
Monash University Malaysia

Mr Muhammad Nejatullah Siddiqi
Author, Scholar, Speaker, Trainer

Mr Rushdi Siddiqui
Head of Islamic Finance

Thomson Reuters

Mr Dawood Taylor
Regional Senior Executive-Middle East

Prudential PLC

Mr Abdulkader Thomas
President & CEO 

SHAPE – Financial Corp

Mr Paul Wouters
Partner
Bener 

Prof Rodney Wilson
Director of Postgraduate Studies

 Durham University 

Mr Sohail Zubairi
Chief Executive Offi cer

Dar Al Sharia Legal & Financial 
Consultancy

Islamic Finance news
Advisory Board:

Another Islamic Finance news exclusive

ISSUER SIZE INSTRUMENT

Private Healthcare, London TBA Sukuk

The Philippines US$500 million Sukuk

Deutsche Bank US$500 million Sukuk

Saudi Aramco-Total US$1 billion Sukuk

Titan Kimia Nusantara IDR200 billion Sukuk

Prime Rate Capital US$250 million Islamic Liquidity Fund

Jubail Refi ning & 
Petrochemical, Saudi Arabia 

SAR3.7 billion Sukuk

Qatar Islamic Bank TBA Sukuk

Indonesia IDR3 trillion Sukuk Ijarah

Al Aqeeq Real Estate 
Development, Saudi Arabia

SAR700 million Sukuk

Islamic Development Bank SAR3.8 billion Sukuk

Titan Petrokimia Nusantara IDR200 billion Sukuk

Syarikat Prasarana Negara RM3 billion Sukuk

Islamic Bank of Thailand THB55 billion Sukuk

Al Ijarah Sharia Finance 
(ALIF), Indonesia 

IDR100 billion Sukuk

Mumtalakat TBA Sukuk

Ministry of Finance, 
Kazakhstan

KZT74 billion Sukuk

VTB Bank, Russia RUB10 billion Sukuk

Axiata Group US$1.2 billion Sukuk

ETA Star Property Developers AED1.5 billion Sukuk

Jordan Dubai Islamic Bank TBA Sukuk

Malaysia TBA Sukuk

Kerala, India TBA Sukuk

Qatar, Sudan, Pakistan, 
Indonesia and Malaysia

TBA Euro-denominated inter-
government Sukuk issuance 
program

Binariang GSM  RM5 billion Sukuk

Central Bank of Bahrain BHD283 million Sukuk 

Pakistan PKR43 billion Sukuk 

South Korea KRW1.2 trillion Sukuk 

Sharjah Investment and 
Development Authority

AED10 billion Sukuk 

Dubai AED9.2 billion Medium-term notes, 
involving the sale of US$2.5 
billion in Sukuk and US$4 
billion in conventional bonds 

For more details and the full list of deals visit 

www.islamicfi nancenews.com

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

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

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

Monthly Returns for ALL funds (as of the 9th March 2010)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1
Islamic Certifi cate on the LLB Top 20 Middle East 
TR Index (EUR)

ABN AMRO Bank 17.48 Netherlands

2 Dow Jones DJIM Turkey ETF BIZIM MENKUL DEGERLER AS (BMD) 12.42 Turkey

3
Islamic Certifi cate on the LLB Western Hilal TR 
Index

ABN AMRO Bank 8.19 Switzerland

4 Sanabel Prime Asset Management 4.15 Egypt

5 Al Yusr Aman Multi Asset Saudi Hollandi Bank 3.78 Saudi Arabia

6 Jadwa Africa Equity Freestyle Jadwa Investment 2.80 Saudi Arabia

7 STANLIB Shari’ah Equity A STANLIB 2.77 South Africa

8 Kagiso Islamic Equity Kagiso Asset Management 2.43 South Africa

9 FALCOM Saudi Equity FALCOM Financial Services 2.00 Saudi Arabia

10 Al Rajhi Petro-Cement Sector Al Rajhi Bank 1.01 Saudi Arabia

Eurekahedge Middle East/Africa Islamic Fund Index* -0.45

Eurekahedge Middle East/Africa Islamic Fund Index

Monthly returns for Global funds (as of the 9th March 2010)

FUND FUND MANAGER PERFORMANCE MEASURE FUND DOMICILE

1 Meezan Islamic Al Meezan Investment Management 3.79 Pakistan

2 CIMB Islamic Small Cap CIMB-Principal Asset Management 3.68 Malaysia

3 Al Meezan Mutual Al Meezan Investment Management 3.68 Pakistan

4 SI Dana Saham Syariah Batavia Prosperindo Aset Manajemen 2.88 Indonesia

5 Syariah Fortis Pesona Amanah Fortis Investments 2.87 Indonesia

6 Mandiri Investa Atraktif - Syariah (Mitra Syariah) Mandiri Manajemen Investasi 2.65 Indonesia

7 TRIM Syariah Saham Trimegah Securities 2.37 Indonesia

8 Mega Dana Syariah Mega Capital Indonesia 2.36 Indonesia

9 Alliance Dana Alif Alliance Investment Management 2.36 Malaysia

10 Meezan Balanced Al Meezan Investment Management 2.28 Pakistan

Eurekahedge Asia Pacifi c Islamic Fund Index* -1.03
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The S&P Shariah Indices. 
Creating opportunity for Islamic investors.
To learn more, contact index_services@standardandpoors.com.

S&P Shariah Indices Price Index Levels
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Index Code Index Name 8/03/10 Feb-10 Jan-10  Dec-09 Nov-09  Oct-09  Sep-09

SPSHX S&P 500 Shariah 1021.647 995.080 968.978 1011.317 993.630 938.522 945.321

SPSHEU S&P Europe 350 Shariah 1199.475 1156.441 1174.161 1223.984 1191.590 1154.847 1134.881

SPSHJU S&P Japan 500 Shariah 1014.694 983.363 993.055 989.581 953.814 958.793 994.367

Index Code Index Name 8/03/10 Feb-10 Jan-10  Dec-09 Nov-09  Oct-09  Sep-09

SPSHAS S&P Pan Asia Shariah 963.378 919.609 918.391 967.112 914.903 888.072 916.579

SPSHG S&P GCC Composite Shariah 723.945 711.143 670.074 676.445 692.555 708.224 725.528

SPSHPA S&P Pan Arab Shariah 123.389 121.354 115.703 116.267 118.162 121.749 123.831

SPSHBR S&P BRIC Shariah 1173.213 1117.929 1066.062 1173.998 1158.319 1101.842 1066.062

Index Code Index Name 8/03/10 Feb-10 Jan-10  Dec-09 Nov-09  Oct-09  Sep-09

SPSHGU S&P Global Property Shariah 672.614 646.637 612.470 670.976 651.064 652.897 655.839

SPSHIF S&P Global Infrastructure Shariah 86.366 82.828 95.596 98.914 97.319 94.056 96.587
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Tariq al-Rifai 
Director
Islamic Market Indexes
Tel: +971 4374 8045
tariq.alrifai@dowjones.com

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

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

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

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

Index
Component 

number
Full

Float 
adjusted

Mean Median Largest Smallest Large Small

DJIM World 2343 15205.03 11976.22 5.11 1.06 315.60 0.00 2.64 0.00

DJIM US 608 6725.69 6270.30 10.31 2.62 315.60 0.21 5.03 0.00

DJIM Titans 100 100 6769.49 6013.86 60.14 38.72 315.60 12.98 5.25 0.22

DJIM Asia/Pacifi c Titans 25 25 1010.53 685.51 27.42 20.33 71.48 12.98 10.43 1.89

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

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM World 2.68 2.74 5.28 7.30 1.58 6.73 64.28 0.64

DJIM US 1.59 2.22 4.85 6.93 1.75 7.74 55.96 1.24

PERFORMANCE OF DJ INDEXES

INDEX                                                                                                         PRICE RETURN (%)

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

DJIM Titans 100 2.12 1.69 3.97 5.25 -0.34 5.31 50.03 -0.81

DJIM Asia/Pacifi c Titans 25 3.77 2.39 5.17 6.49 2.21 4.68 61.14 1.30

PERFORMANCE OF DJ TITANS INDEXES
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Data as of the 8th March 2010
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TOP 30 ISSUERS OF ISLAMIC BONDS 12 Months

Issuer Nationality Instrument Market  Amt US$ Iss % Managers

1 Government of Dubai UAE Sukuk Euro market public issue 1,931,000,000 1 11.2 Standard Chartered, UBS, National Bank 
of Abu Dhabi, Dubai Islamic Bank, Bahrain 
Islamic Bank, Mitsubishi UFJ Financial Group, 
Emirates NBD, Al Hilal Bank

2 Saudi Electricity Saudi Arabia Sukuk Istithmar Domestic market public 
issue

1,867,000,000 1 10.8 HSBC, Samba Financial Group

3 Petronas Global Sukuk Malaysia Sukuk Ijarah Euro market public issue 1,498,000,000 1 8.7 Morgan Stanley, CIMB, Citigroup

4 Terengganu Investment Authority Malaysia Sukuk Murabahah Domestic market private 
placement

1,422,000,000 1 8.2 AmInvestment

5 TDIC Sukuk UAE Sukuk Ijarah. Euro market public issue 1,000,000,000 1 5.8 Standard Chartered, HSBC, Abu Dhabi 
Commercial Bank

6 Cagamas Malaysia Sukuk Murabahah. Domestic market private 
placement; Domestic 
market public issue

958,000,000 7 5.5 Standard Chartered, AmInvestment, Maybank 
Investment Bank, HSBC, CIMB Group, 
Cagamas, RHB Capital

7 Islamic Development Bank Saudi Arabia Sukuk Wakalah Euro market public issue 850,000,000 1 4.9 Deutsche Bank, BNP Paribas, HSBC, CIMB

8 Kingdom of Bahrain Bahrain Sukuk Ijarah Euro market public issue 750,000,000 1 4.3 Deutsche Bank, HSBC, Credit Agricole

9 Republic of Indonesia Indonesia Sukuk Ijarah Euro market public issue 650,000,000 1 3.8 Standard Chartered, HSBC, Barclays Capital

10 Sime Darby Malaysia Sukuk Musharakah Domestic market public 
issue

590,000,000 1 3.4 Public Bank, CIMB, Maybank Investment 
Bank

11 Syarikat Prasarana Negara Malaysia Sukuk Ijarah Domestic market private 
placement

573,000,000 1 3.3 CIMB, Maybank Investment Bank

12 GE Capital Sukuk US Sukuk Euro market public issue 498,000,000 1 2.9 Goldman Sachs, KFH National Bank of Abu 
Dhabi, Citigroup

13 Dar Al-Arkan International Sukuk Saudi Arabia Sukuk Euro market public issue 446,000,000 1 2.6 Goldman Sachs Deutsche Bank, Unicorn 
Investment Bank

14 Danga Capital Malaysia Sukuk Musharakah Domestic market public 
issue

444,000,000 1 2.6 CIMB, AmInvestment

15 Khazanah Nasional Malaysia Sukuk Musharakah Domestic market private 
placement

413,000,000 2 2.4 CIMB, Maybank Investment Bank

16 RAK Capital UAE Sukuk Euro market public issue 407,000,000 1 2.4 Standard Chartered, BNP Paribas

17 MISC Malaysia Sukuk Murabahah Domestic market public 
issue

368,000,000 2 2.1 HSBC, CIMB, AmInvestment

18 Islamic Republic of Pakistan Pakistan Sukuk Domestic government 
debt

365,000,000 2 2.1 Standard Chartered, Dubai Islamic Bank 
Pakistan, Standard Chartered

19 Pengurusan Aset Air Malaysia Sukuk Ijarah Domestic market private 
placement

341,000,000 1 2.0 CIMB

20 Seafi eld Capital Malaysia Sukuk Musharakah Domestic market private 
placement

269,000,000 1 1.6 CIMB

21 Dar Al-Arkan Real Estate 
Development Company

Saudi Arabia Sukuk Ijarah Domestic market private 
placement

200,000,000 1 1.2 HSBC, Samba Financial Group

22 Saudi Hollandi Bank Saudi Arabia Sukuk Domestic market public 
issue

193,000,000 1 1.1 Saudi Hollandi Bank Riyad Bank

23 Penerbangan Malaysia Malaysia Sukuk Murabahah Domestic market public 
issue

148,000,000 2 0.9 Bank Muamalat Malaysia, CIMB, HSBC, 
AmInvestment

24 UMW Holdings Malaysia Sukuk Musharakah Domestic market private 
placement

141,000,000 1 0.8 Maybank Investment Bank

25 International Finance US Sukuk Euro market public issue 100,000,000 1 0.6 HSBC, KFH Dubai Islamic Bank, Liquidity 
Management Centre

26 CIMB Islamic Bank Malaysia Sukuk Musharakah Domestic market public 
issue

86,000,000 1 0.5 CIMB

27 Putrajaya Holdings Malaysia Sukuk Musharakah Domestic market public 
issue

82,000,000 1 0.5 CIMB, AmInvestment, Maybank Investment 
Bank

28 Projek Lebuhraya Utara Selatan Malaysia Sukuk Musharakah Domestic market private 
placement

75,000,000 1 0.4 CIMB

29 Projek Lintasan Shah Alam Malaysia Sukuk Ijarah;  Sukuk Mudarabah Domestic market public 
issue; Domestic market 
private placement

65,000,000 3 0.4 RHB Capital

30 Jimah Energy Ventures Holdings Malaysia Sukuk Istisna Domestic market private 
placement

60,000,000 1 0.4 RHB Capital, EON Bank Bank, Muamalat 
Malaysia, AmInvestment

Total 17,319,000,000 70 100.0
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GLOBAL ISLAMIC BOND VOLUME BY QUARTER

20 MOST RECENT GLOBAL ISLAMIC BONDS

Priced Issuer Nationality Instrument Market Value US$ Managers

11th Feb 2010 Dar Al-Arkan International 
Sukuk

Saudi Arabia Sukuk Euro market public issue 450,000,000 Goldman Sachs, Deutsche 
Bank, Unicorn Investment 
Bank

6th Jan 2010 Saudi Hollandi Bank Saudi Arabia Sukuk Domestic market public issue 193,000,000 Saudi Hollandi Bank Riyad 
Bank

21st Dec 2009 Cagamas Malaysia Sukuk Domestic market public issue 148,000,000 Cagamas

19th Nov 2009 GE Capital Sukuk US Sukuk Euro market public issue 500,000,000 Goldman Sachs, KFH 
National Bank of Abu Dhabi, 
Citigroup

16th Nov 2009 Cagamas Malaysia Sukuk Domestic market public issue 142,000,000 CIMB, Maybank Investment 
Bank

28th Oct 2009 Government of Dubai UAE Sukuk Euro market public issue 1,931,000,000 Standard Chartered, UBS 
National Bank of Abu Dhabi, 
Dubai Islamic Bank, Bahrain 
Islamic Bank, Mitsubishi UFJ 
Financial, Emirates NBD, 
Al Hilal Bank

22nd  Oct 2009 Pengurusan Aset Air Malaysia Sukuk Ijarah Domestic market private placement 741,000,000 CIMB

14th Oct 2009 Sime Darby Malaysia Sukuk Musharakah Domestic market public issue 590,000,000 Public Bank, CIMB, Maybank 
Investment Bank

13th Oct 2009 TDIC Sukuk UAE Sukuk Ijarah Euro market public issue 1,000,000,000 Standard Chartered, HSBC, 
Abu Dhabi Commercial Bank

16th Sep 2009 Islamic Republic of Pakistan Pakistan Sukuk Domestic government debt 174,000,000 Standard Chartered

11th Sep 2009 UMW Holdings Malaysia Sukuk Musharakah Domestic market private placement 141,000,000 Maybank Investment Bank

11th Sep 2009 Syarikat Prasarana Negara Malaysia Sukuk Ijarah Domestic market private placement 573,000,000 CIMB, Maybank Investment 
Bank

11th Sep 2009 MISC Malaysia Sukuk Murabahah Domestic market public issue 286,000,000 HSBC, CIMB

9th Sep 2009 Islamic Development Bank Saudi Arabia Sukuk Wakalah Euro market public issue 850,000,000 Deutsche Bank, BNP 
Paribas, HSBC, CIMB

19th Aug 2009 Khazanah Nasional Malaysia Sukuk Musharakah Domestic market private placement 368,000,000 CIMB

5th Aug 2009 Petronas Global Sukuk Malaysia Sukuk Ijarah Euro market public issue 1,500,000,000 Morgan Stanley, CIMB, 
Citigroup

22nd Jul 2009 RAK Capital UAE Sukuk Euro market public issue 400,000,000 Standard Chartered, BNP 
Paribas

16th Jul 2009 MISC Malaysia Sukuk Murabahah Domestic market public issue 280,000,000 HSBC, CIMB, AmInvestment

7th Jul 2009 Cagamas Malaysia Sukuk Domestic market public issue 138,000,000 RHB Capital, CIMB

3rd Jul 2009 Saudi Electricity Saudi Arabia Sukuk Istithmar Domestic market public issue 1,867,000,000 HSBC, Samba Financial 
Group

GLOBAL ISLAMIC BOND VOLUME BY MONTH
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TOP 30 MANAGERS OF ISLAMIC BONDS 12 Months

Manager Amt US$ Iss %

1 CIMB 3,151,000,000 30 18.2

2 HSBC 2,409 000,000 15 13.9

3 AmInvestment 1,862 000,000 9 10.8

4 Standard Chartered 1,440 000,000 11 8.3

5 Samba Financial Group 1,033 000,000 2 6.0

6 Maybank Investment Bank 922 000,000 9 5.3

7 Citigroup 624 000,000 2 3.6

8 Deutsche Bank 611 000,000 3 3.5

9 Morgan Stanley 499 000,000 1 2.9

10 BNP Paribas 416 000,000 2 2.4

11 Abu Dhabi Commercial Bank 333 000,000 1 1.9

12 Dubai Islamic Bank 331 000,000 2 1.9

13 UBS 306 000,000 1 1.8

13 Mitsubishi UFJ Financial Group 306 000,000 1 1.8

13 Emirates NBD 306 000,000 1 1.8

16 Goldman Sachs 273 000,000 2 1.6

17 Credit Agricole 250 000,000 1 1.4

18 National Bank of Abu Dhabi 222 000,000 2 1.3

19 Barclays Capital 217 000,000 1 1.3

20 Bahrain Islamic Bank 208 000,000 1 1.2

21 Public Bank 197 000,000 1 1.1

22 Cagamas 195 000,000 2 1.1

23 RHB Capital 183 000,000 6 1.1

24 KFH 150 000,000 2 0.9

25 Unicorn Investment Bank 149 000,000 1 0.9

26 Al Hilal Bank 97 000,000 1 0.6

27 Saudi Hollandi Bank 97 000,000 1 0.6

27 Riyad Bank 97 000,000 1 0.6

29 Dubai Islamic Bank Pakistan 95 000,000 1 0.6

30 Bank Muamalat Malaysia 52 000,000 2 0.3

Total 17,319,000,000 70 100

GLOBAL ISLAMIC BOND VOLUME - US$ ANALYSIS

ISLAMIC BOND VOLUME BY CURRENCY US$ (BILLION)

ISLAMIC BOND VOLUME BY ISSUER NATION US$ (BILLION) - 12 Months

GLOBAL ISLAMIC BOND VOLUME BY SECTOR - 12 Months

GLOBAL ISLAMIC LOANS - YEARS TO MATURITY (YTD Comparison)
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SUKUK MANAGERS MAR 2009 – MAR 2010 

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  19,547,177,499 121 46.5

2 CIMB  4,758,345,225 115 11.3

3 AMMB Holdings  2,323,806,115 87 5.5

4 HSBC Banking Group  2,146,923,263 55 5.1

5 Citigroup  1,276,560,949 7 3.0

6 Malayan Banking  1,231,973,626 98 2.9

7 Standard Chartered  1,218,394,274 21 2.9

8 Morgan Stanley  1,215,000,000 5 2.9

9 RHB Banking Group  1,160,602,934 50 2.8

10 Malaysian Industrial Development 
Finance

 1,014,479,461 257 2.4

11 Samba Financial Group  933,261,000 1 2.2

12 Dubai Islamic Bank  602,646,875 3 1.4

13= UBS  482,646,875 2 1.1

13= Mitsubishi UFJ Financial Group  482,646,875 2 1.1

15 Barclays Bank  435,500,000 3 1.0

16 Cagamas  357,618,275 39 0.9

17 Affi n Holdings  226,847,164 27 0.5

18 Indonesia (Government)  200,671,938 14 0.5

19 EON Capital  190,215,990 96 0.5

20 OSK Holdings  180,354,839 26 0.4

SUKUK MANAGERS DEC 2009 - MAR 2010

   Manager
Manager Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  3,117,039,700 17 53.4

2 CIMB  273,610,482 18 4.7

3 Malayan Banking  194,824,304 21 3.3

4 RHB Banking Group  184,172,160 4 3.2

5 Indonesia (Government)  167,871,925 7 2.9

6 Malaysian Industrial Development 
Finance

 154,926,920 39 2.7

7 HSBC Banking Group  151,709,539 12 2.6

8= Unicorn Investment Bank  148,500,000 1 2.5

8= Goldman Sachs & Company  148,500,000 1 2.5

8= Deutsche Bank  148,500,000 1 2.5

11 AMMB Holdings  117,284,162 17 2.0

12 OCBC Bank  116,834,399 11 2.0

13 Cagamas  96,532,788 9 1.7

14 Standard Chartered  79,875,726 5 1.4

15 Danareksa Sekuritas  61,615,770 5 1.1

16 Mega Capital Indonesia  58,103,648 3 1.0

17 Affi n Holdings  56,105,800 6 1.0

18= Citigroup  51,664,629 1 0.9

18= Ciptadana Sekuritas  51,664,629 1 0.9

18= Bank Permata  51,664,629 1 0.9

SUKUK ISSUERS MAR 2009 – MAR 2010 

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 Malaysia (Government)  7,608,117,235 24 16.3

2 BNM Sukuk  6,628,924,200 33 14.2

3 Bank Indonesia  4,274,241,790 53 9.1

4 Bank Negara Malaysia  3,349,533,703 59 7.2

5 Petronas Global Sukuk  3,000,000,000 2 6.4

6 Dubai DOF Sukuk  1,930,587,500 2 4.1

7 Saudi Electricity  1,866,522,000 1 4.0

8 Perusahaan Penerbit SBSN Indonesia  1,659,979,700 9 3.5

9 Terengganu Investment Auhority  1,419,647,927 8 3.0

10 Khazanah Nasional  1,416,133,964 4 3.0

11 Indonesia (Government)  1,300,000,000 2 2.8

12 Cagamas  1,273,771,851 39 2.7

13 TDIC Sukuk  1,000,000,000 1 2.1

14 ESSO Malaysia  775,465,789 12 1.7

15 Pengurusan Air SPV  739,865,000 3 1.6

16 Sime Darby  636,963,100 4 1.4

17 Syarikat Prasarana Negara  577,872,000 2 1.2

18 MISC BHD  572,905,000 6 1.2

19 MISC  454,287,337 2 1.0

20 Dar Al-Arkan International Sukuk  450,000,000 1 1.0

SUKUK ISSUERS DEC 2009 - MAR 2010

   Issuer
Issuer Commitment

(in US$)
Issues

Market 
Share %

1 BNM Sukuk  2,099,510,700 12 27.3

2 Perusahaan Penerbit SBSN 
Indonesia

 1,320,972,588 4 17.2

3 Bank Indonesia  1,310,769,167 13 17.1

4 Malaysia (Government)  1,017,529,000 5 13.3

5 Dar Al-Arkan International Sukuk  450,000,000 1 5.9

6 Cagamas  386,131,150 9 5.0

7 Saudi Hollandi Bank  193,328,500 1 2.5

8 ESSO Malaysia  87,139,500 1 1.1

9 Sunrise  58,794,800 2 0.8

10 Hytex Integrated  55,006,788 9 0.7

11 Hubline  54,886,850 5 0.7

12 Perbadanan Kemajuan  Negeri 
Selangor

 52,894,640 4 0.7

13 TESCO Stores (Malaysia)  49,397,950 2 0.6

14 Tradewinds Plantation Capital  36,924,225 3 0.5

15 Mulpha International  36,916,825 5 0.5

16 Citydev Nahdah  35,793,300 1 0.5

17 Perusahaan Perseroan (PERSERO) 
Perusahaan Listrik Negara

 32,195,097 2 0.4

18 Toyota Capital Malaysia  29,546,500 1 0.4

19 MM VIitaoils  28,232,904 23 0.4

20 Nam Fatt  26,720,700 2 0.3

(12 months) (3 months)

(12 months) (3 months)

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

For more information please contact:

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

ALL DATA AS OF THE 9th MARCH 2010



www.islamicfi nancenews.com
LEAGUE TABLES

Page 29© 10th March 2010

ISLAMIC LOANS RAISED       MAR 2009 - MAR 2010

   Borrower Country Islamic Loan Amount (US$)

1 Zain Saudi Arabia  2,499,800,000 

2 Rabigh Independent Power 
Project 

Saudi Arabia  1,503,000,000 

3 Dubai Electricity & Water 
Authority 

UAE  1,474,000,000 

4 Saudi Binladen Group Saudi Arabia  1,266,632,890 

5 Qatari Diar Real Estate 
Investment 

Qatar  1,098,538,943 

6 Dubai Department of Civil 
Aviation

UAE  635,000,000 

7 Etihad Etisalat Saudi Arabia  399,989,334 

8 International Petroleum 
Investment 

UAE  317,741,233 

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

10 Dubai International Capital UAE  225,000,000 

11 Dolphin Energy UAE  218,000,000 

12 Qatar Airways Qatar  160,000,000 

13 Bahrain Mumtalakat Holding Bahrain  140,000,000 

14 Burgan Co for Well Drilling 
Trading & Maintenance 

Kuwait  125,000,000 

15 Olam International Singapore  100,000,000 

16 Lana Development Kuwait  77,500,000 

17 Asya Katilim Bankasi Turkey  75,000,000 

18 Al Jaber Aviation UAE  42,000,000 

LOAN BOOKRUNNERS                   MAR 2009 - MAR 2010

   Lender
Pro Rata

(US$)
Full Credit 

(US$) Deals
Market 

Share %

1= Al Rajhi Banking & 
Investment 

1,249,900,000.00 2,499,800,000.00 1 20.0

1= Credit Agricole 
Corporate & 
Investment Bank 

1,249,900,000.00 2,499,800,000.00 1 20.0

3 Qatar Islamic Bank 1,098,538,943.20 1,098,538,943.20 1 17.5

4 Dubai Islamic Bank 495,500,000.00 2,109,000,000.00 2 7.9

5 Standard Chartered 468,500,000.00 1,774,000,000.00 3 7.5

6= Al Hilal Bank 368,500,000.00 1,474,000,000.00 1 5.9

6= Samba Financial 368,500,000.00 1,474,000,000.00 1 5.9

8 Noor Islamic Bank 227,000,000.00 935,000,000.00 3 3.6

9 Citigroup 130,500,000.00 130,500,000.00 3 2.1

10= WestLB 127,000,000.00 635,000,000.00 1 2.0

10= Emirates NBD 127,000,000.00 635,000,000.00 1 2.0

10= Industrial & 
Commercial Bank of 
China 

127,000,000.00 635,000,000.00 1 2.0

13 Royal Bank of 
Scotland 

75,000,000.00 225,000,000.00 1 1.2

14= Gatehouse Bank 41,666,666.67 125,000,000.00 1 0.7

14= Liquidity 
Management House 
for Investment

41,666,666.67 125,000,000.00 1 0.7

14= BNP Paribas 41,666,666.67 125,000,000.00 1 0.7

17 Arab Banking 25,000,000.00 75,000,000.00 1 0.4

(12 Months) (12 Months)

(12 Months)

ALL DATA AS OF THE 9th MARCH 2010

LOAN MANDATED LEAD ARRANGERS MAR 2009 – MAR 2010 

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

1 Samba Financial 1,289,688,778.30 4,643,622,223.41 4 12.0

2 Qatar Islamic 
Bank

1,098,538,943.20 1,098,538,943.20 1 10.3

3 Credit Agricole 
Corporate & 
Investment Bank 

835,322,058.82 4,520,800,000.00 4 7.8

4 National 
Commercial Bank 

821,191,444.89 2,769,632,889.79 2 7.7

5 Al Rajhi Banking & 
Investment

791,722,058.82 4,302,800,000.00 3 7.4

6 HSBC 780,319,392.23 4,145,789,333.62 5 7.3

7 Standard 
Chartered

744,288,725.49 3,955,000,000.00 7 6.9

8 Al Hilal Bank 541,370,616.42 1,833,741,232.85 3 5.1

9 Dubai Islamic 
Bank 

495,500,000.00 2,109,000,000.00 2 4.6

10 Arab Bank 492,447,058.82 2,242,800,000.00 3 4.6

11 Noor Islamic Bank 385,870,616.42 1,252,741,232.85 4 3.6

12= Alinma Bank 187,875,000.00 1,503,000,000.00 1 1.8

12= Bank of China 187,875,000.00 1,503,000,000.00 1 1.8

14= Standard Bank 155,000,000.00 775,000,000.00 1 1.4

14= Gulf Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 1.4

14= National Bank of 
Kuwait 

155,000,000.00 775,000,000.00 1 1.4

17 WestLB 144,647,058.82 935,000,000.00 2 1.4

18 Citigroup 130,500,000.00 130,500,000.00 3 1.2

19= Industrial & 
Commercial Bank 
of China

127,000,000.00 635,000,000.00 1 1.2

19= Emirates NBD 127,000,000.00 635,000,000.00 1 1.2

21 Riyad Bank 117,644,392.23 699,989,333.62 2 1.1

22 National Bank 99,997,333.40 399,989,333.62 1 0.9

23 Royal Bank of 
Scotland 

75,000,000.00 225,000,000.00 1 0.7

24 Development 
Bank of Singapore 

67,222,222.22 400,000,000.00 3 0.6

25 Societe Generale 61,247,058.82 518,000,000.00 2 0.6

26 BNP Paribas 56,647,058.82 467,000,000.00 3 0.5

27 Mitsubishi UFJ 
Financial 

42,647,058.82 400,000,000.00 2 0.4

28 Liquidity 
Management 
House for 
Investment

40,555,555.56 265,000,000.00 2 0.4

29= Sumitomo Mitsui 
Financial Group

26,666,666.67 160,000,000.00 1 0.2

29= Masraf Al Rayan 26,666,666.67 160,000,000.00 1 0.2

29= Bank Islam 
Malaysia

26,666,666.67 160,000,000.00 1 0.2

29= Malayan Banking 26,666,666.67 160,000,000.00 1 0.2

33= Gatehouse Bank 25,000,000.00 125,000,000.00 1 0.2

33= Boubyan Bank 25,000,000.00 125,000,000.00 1 0.2

33= Oversea-Chinese 
Banking

25,000,000.00 100,000,000.00 1 0.2
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SUKUK BY COUNTRY                                MAR 2009 – MAR 2010 

   Country Volume Issued Volume Outstanding

Malaysia  30,388,184,155  19,229,805,376 

Indonesia  6,133,241,283  2,148,713,991 

Eurobond  5,080,587,500  5,080,587,500 

US  2,600,000,000  2,600,000,000 

Saudi Arabia  2,059,850,500  2,059,850,500 

Pakistan  365,947,321  365,947,321 

Bahrain  121,738,119  -   

Singapore  56,757,284  56,757,284 

Cayman Islands  -        -       

UAE  -        -       

Jersey  -        -       

LOANS BY COUNTRY                                   MAR 2009 – MAR 2010 

 Country Volume (US$)                  Market Share (%)

Saudi Arabia  5,669,422,223 52.9

UAE  2,911,741,233 27.2

Qatar  1,258,538,943 11.8

Bahrain  440,000,000 4.1

Kuwait  202,500,000 1.9

Turkey  128,000,000 1.2

Singapore  100,000,000 0.9

SUKUK BY INDUSTRY                                MAR 2009 – MAR 2010

Industry Volume Issued Volume Outstanding

 Other fi nancial  19,481,955,944  13,698,036,508 

 Sovereign  16,927,025,509  9,535,386,095 

 Agency  3,194,713,147  3,140,688,824 

 Electric power  2,074,541,097  2,074,541,097 

 Manufacturing  1,921,212,670  1,123,830,631 

 Transportation  1,383,248,183  1,234,120,870 

 Energy company 880,393,119  53,635,125 

 Service company  417,853,299  260,471,330 

 Banks  280,009,300  280,009,300 

 Consumer goods  197,750,842  119,744,593 

 Gas distribution  26,405,451  -   

LOANS BY INDUSTRY                                   MAR 2009 – MAR 2010 

 Industry Volume (US$)                   Market Share(%)

Utilities  3,277,000,000 30.6

Telecommunications  2,977,289,334 27.8

Construction  1,266,632,890 11.8

Real estate  1,098,538,943 10.3

Financial services  757,741,233 7.1

Government  635,000,000 5.9

Oil and gas  343,000,000 3.2

Transportation  160,000,000 1.5

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

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

(12 Months) (12 Months)

(12 Months) (12 Months)

ALL DATA AS OF THE 9th MARCH 2010
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