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Cover Story

Despite the rapid growth of the Islamic 
fi nance industry, Islamic capital markets 
remain underdeveloped. Encouraging 
the expansion of Sukuk markets could 
enhance access to fi nancial services, 
deepen capital markets and create 
alternative investment 
solutions for Islamic 
populations, taking the 
Islamic fi nance industry 
beyond banking 
into the next step of 
development.

Recognizing this, the 
2011 World Bank-IMF 
annual meeting in 
Washington DC on the 
23rd-25th September will 
include a seminar on 
‘The Role of Sukuk in 
Development’, bringing together policy-
makers, market practitioners and World 
Bank and IMF offi  cials to discuss how to 
unlock the potential of the Sukuk market 
to support growth and development 
in emerging economies. But just how 
infl uential will the IMF and World Bank be? 
Can we expect to see real action or will the 
seminar prove to be just another nod to a 
passing bandwagon?

Size and scope
The International Monetary Fund 
(IMF) was set up in 1944 along with the 
International Bank for Reconstruction 
and Development (the precursor to the 
World Bank) with the goals of fostering 
economic cooperation and preserving 
economic stability. Initially designed to 
help countries struggling in the aft ermath 
of World War II, over time the focus has 
switched to the developing world and 

the World Bank is now the leading global 
development organization working for 
growth and poverty reduction, with 
187 member states. Its sister, the IMF, 
works to improve the economies of 
member countries, and is estimated to 
have over US$215 billion in resources. In 

1999 the World Bank 
and IMF set up the 
Poverty Reduction and 
Growth Facility to grant 
loans to develop the 
fi nancial and economic 
systems of developing 
nations. In addition, 
the World Bank funds 
specifi c infrastructure 
projects, while one 
of its agencies, 
the International 
Development 
Association, focuses on 

supporting the world’s poorest nations. 
Another agency, the International Finance 
Corporation (IFC), promotes sustainable 
private sector investment in developing 
countries and is the largest source of loan 
and equity fi nancing for private sector 
projects in the developing world. 
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From dark horse to white 
knight?

Editor’s Note

If recent developments in the global 
fi nancial industry are anything to go by, 
it would appear that there has never been 
a more crucial time for Islamic fi nance 
to break out of its shell and showcase its 
att ractiveness as an alternative form of 
fi nancing in this age of austerity, caution 
and rogue traders.         

continued on page 4
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NEWS
The IDB provides US$8.5 
million in fi nancing for 
construction of residential and 
commercial center in Djibouti 
City

World Bank to organize 
seminar on the role of Sukuk 
at World Bank-IMF annual 
meeting on the 25th September

Goldman Sachs Group and 
Morgan Stanley eyeing 
Indonesian brokerages

Western fi nancial experts 
urged to look at Islamic 
fi nance as fi nancing 
alternative, says professor Dr 
Abbas Mirakhor

Malaysia sells US$1.34 billion 
worth of fi ve-year Sukuk 

Islamic fi nance in Malaysia 
to be used in businesses with 
international institutions and 
the private sector

 INCEIF on the lookout for 
more foreign partners 

Khazanah Nasional plans 
to issue US$78.3 million 
renminbi-denominated Sukuk 
Wakalah

Nakheel’s trade creditors 
invite bids for Sukuk tranche

HUBLine issues US$14.6 
million Islamic commercial 
papers

Emery Oleochemicals 
(Malaysia)’s US$155 million 
debut Sukuk still on track

Bank Sinarmas Syariah 
defers spin-off  plan to 2015

Al Ijarah Indonesia Finance 
obtains channeling fi nancing 
of US$34 million from Bank 
Sinarmas Syariah

State Bank of Pakistan 
announces fi ft h profi t coupon 
rate of 13.2% for government’s 
three-year Sukuk Ijarah 

Tenaga Nasional plans to issue 
US$1.6 billion-worth of Sukuk 
at the end of October 2011

Malaysia and Singapore to set 

up international arbitration 
center in Kuala Lumpur

 AmBank Group plans to tap 
into cross-border fi nancing 
through ANZ

Local Islamic banks in 
Indonesia to have risk 
management guidelines

KLCC Property Holdings 
to issue US$283.33 million 
Islamic notes program

ANGKASA and Cuepacs 
launch Shariah fi nancing 
cooperative scheme

ASSAIF advises AK BARS 
Bank in maiden US$60 
million Murabahah 

Gatehouse Bank completes 
acquisition of US$47 million 
student accommodation 
property in Scotland

Global Sukuk issuances to 
exceed 2010 total of US$17.6 
billion with issuances from 
Indonesia and Saudi Arabia in 
third quarter

Dow Jones Indexes 
announces launch of Dow 
Jones Islamic Market Global 
Select Dividend Index

AAOIFI closes application 
period for secretary general 
post  

Central bank in Palestine 
plans fi rst Sukuk issuance 

Emirates Islamic Bank plans 
to hire 50 UAE nationals by 
the end of the month

DIB partners with Dubai 
eGovernment to off er 
payment services for 
eGovernment transactions

Aqsat International Trading 
chooses Nucleus Soft ware 
Exports’ FinnOne suite

Noor Islamic Bank inks deal 
with Flydubai to facilitate 
payments for fl ight bookings

Islamic banks in the UAE 
record 29.3% growth in fi rst 
half net profi t to US$443.8 
million

Arcapita reports return to 
profi ts with net income of 
US$50.2 million

 Economic Cooperation 
Organization to open bank to 
boost economic cooperation 
with banks in Islamic countries

Central Bank of Oman picks 
E&Y as advisor to formulate 
separate regulation for Islamic 
banking institutions

Assistant governor for 
monetary policy in the UAE 
cautions local banks on 
depositing funds abroad

Iran is the third largest 
shareholder in the IDB

National Bank of Kuwait 
and KFH deny claims of 
involvement in fi nancial 
derivatives

KFH-Bahrain sets up IBAN 
system for customer accounts

Barclays Capital receives 
approval from DFSA to 
operate Islamic window in 
DIFC

 King of Bahrain issues 
decree allowing issuance of 
development bonds including 
Sukuk

SHUAA Capital in talks 
with MENA companies for 
potential acquisitions

INVESTOR
Abu Dhabi Islamic Bank 
introduces ADIB Diversifi ed 
Basket Note

Global Investment House 
ensures all its funds adhere to 
Capital Market Authority’s 
new requirements

HSBC Saudi Arabia 
unveils open-ended Shariah 
compliant HSBC Amanah 
Commodity Index Fund

TAKAFUL
Asuransi Sinar Mas seeks 
premium income worth 
US$4.6 million from Shariah 
unit at the end of 2011

General Insurance 
Association of Negara Brunei 
Darussalam may be replaced 
by Brunei Insurance & 
Takaful Association by 2012

Rising demand for 
reinsurance att ributed to 
growth of re-Takaful, says 
Hannover Re

RATINGS
MARC extends review on 
Off shoreworks Capital’s 
long- and short-term Sukuk 
ratings

MARC withdraws ratings on 
Mulpha International’s US$8 
million Murabahah CP/MTN 
facility

MARC has affi  rmed its 
ratings of ‘MARC-1IS’ and 
‘AAAIS’ on Pinnacle Tower’s 
RM50 million (US$16 million) 

PEFINDO  has affi  rmed 
Pupuk Kalimantan Timur’s 
rating at ‘idAA’ and its Sukuk 
Ijarah 1/2009 at ‘idAA(sy)’

MOVES
Prime International 
Investments Group names 
Muin El Saleh as CEO

Dr Hussein Hassan becomes 
managing director, global 
head of Islamic fi nance and 
head of MENA securities 
structuring in UBS, Dubai

Law fi rm Trowers & Hamlins 
appoints Abdullah Mutawi 
as head of its UAE practice

Subhi Benkhadra, CEO of 
European Islamic Investment 
Bank resigns 

Deutsche Bank names Ilker 
Guney and Ibrahim Qasim 
as head of MENA structuring 
and head of Islamic 
structuring respectively

BLME names Waleed Al-
Omar as director for the 
MENA region
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Misrepresentation
Given the high incidence of Muslim-
majority countries in the developing 
world, the scope and remit of the 
World Bank and affi  liates is undeniably 
ideal for supporting the development 
of the Sukuk market. However, the 
organizations have come under fi re from 
many countries angry over unequal 
representation, with the balance of power 
perceived to weigh heavily in favor of the 
west. 

Due to a quota system in which votes are 
weighted in line with member nations’ 
fi nancial contributions, the US has 
16.76% of the vote in the IMF - compared 
to just 2.34% for India and 3.81% for 
China. In terms of countries active in 
Islamic fi nance, Saudi Arabia has 2.8%, 
while Malaysia has 0.73% and the UAE 
just 0.33%. 

As constitutional changes require an 85% 
majority, the US also has the ultimate 
power of veto. Unsurprisingly, the 
developing world is calling for a change 
in the system to give it more infl uence 
over IMF policy. Hopefully changes 
are already underway, especially with 
the appointment of Christine Lagarde, 
a longstanding supporter of Islamic 
fi nance, as managing director. 

Precedent
In fact, the IMF already has a precedent 
of supporting Islamic fi nance, in word 
if not in deed, and this is not the fi rst 
time the issue has come up on the IMF 
agenda. At last year’s annual meeting 
Dr Zeti Akhtar Aziz, the governor 
of Malaysia’s central bank, gave a 
Governor’s Luncheon Address on 
‘Islamic Finance: An Agenda for Balanced 
Growth and Development’ in which she 
discussed “the increasingly important 
role of Islamic fi nance in strengthening 
economic and fi nancial linkages to the 
global economy, particularly among the 
emerging and developing world”.

The World Bank has so far been more 
active in promoting Islamic fi nance 
than the IMF. Its private sector arm, the 
IFC, off ers equity and debt fi nancing to 
institutions interested in Islamic fi nance, 
including its fi rst Shariah compliant 
credit guarantee in 2007. Also in 2007, 
Saba Islamic Bank of Yemen became the 

fi rst Islamic bank to join the IFC’s global 
trade program as an issuing bank. 

The arm of the World Bank that issues 
investment guarantees against political 
risk, the Multilateral Investment 
Guarantee Agency (MIGA), in 2007 also 
began guaranteeing projects backed 
by Islamic  fi nancing structures, aft er 
developing a framework in conjunction 
with the Islamic Corporation for the 
Insurance of Investments and Export 
Credit (a member of the IDB group), 
and in January 2011 announced its fi rst 
Shariah compliant project fi nancing 
guarantee for a US$427 million container 
terminal in Djibouti. In May 2011 the 
World Bank’s managing director, Sri 
Mulyani Indrawati, announced that the 
World Bank had “formally recognized 
Islamic fi nance as a priority area”.

While the IMF does not provide direct 
lending on the same scale as the World 
Bank, it could be immensely infl uential 
in developing Sukuk markets in the 
countries it assists fi nancially, both 
through encouraging Sukuk issuance 
and through issuing its own Islamic 
fi nancing. However, currently the IMF’s 
main contribution is limited to assisting 
governments in sett ing up regulatory 
frameworks for handling Islamic banks. 

Potential
Nevertheless, while they have been 
involved only on a small scale up 
till now, the inclusion of Sukuk on 
the offi  cial agenda for 2011 is an 
encouraging sign. The World Bank in 
fact issued its fi rst Sukuk (of US$250 
million) in Malaysia in 2005. In 
November 2009 the IFC became the fi rst 
non-Islamic institution to issue Sukuk 
in the GCC, listing a fi ve-year US$100 
million bond in the UAE. 

The ‘AAA’ credit rating of the IFC, 
combined with its credentials as a 
World Bank affi  liate, made the issuance 
a landmark transaction in developing 
the Sukuk market, and demonstrated 
the potential of the World Bank 
Group to support the industry. Lars 
Thunell, the executive vice-president 
and CEO of the IFC, describes the 
Sukuk as “supporting the World 

continued...

The IMF and Islamic fi nance:  A roadmap for the 
future?  
Continued from page 1

CLOSING BELL
Cultivating agency managers
MALAYSIA: Etiqa, Maybank’s 
insurance and Takaful unit, is carrying 
out programs aimed at increasing the 
number of managers, aiming to increase 
its agency numbers in order to achieve 
its target of 1,500 agencies in the state of 
Sarawak by 2015, according to Mohamad 
Yunos Mohd Sood, its regional CEO.

Etiqa currently has about 700 agencies in 
the state.

ASIAN FINANCE BANK
MALAYSIA: Asian Finance Bank has 
appointed Salah Mohd Al Jaidah as its 
new chairman. 

Salah is also the vice-chairman of MENA 
and the chief country offi  cer (Qatar) for 
Deutsche Bank.

AJMAN BANK
UAE: Ajman Bank has appointed Talal 
Soubra as its new chief risk offi  cer. He 
has 26 years of experience working in 
the UAE and Saudi Arabia’s banking 
industries.

Sukuk issuance delayed
INDONESIA: Al-Ijarah Indonesia 
Finance has postponed its Sukuk 
issuance to either next year or 2013, as 
the company has yet to obtain a rating, 
according to Herbudhi S Tomo, its 
president director. 

The Islamic bond was originally 
scheduled for issuance this year.

Net asset value decreases
INDONESIA: The net asset value of 
funds under management of Shariah 
mutual fund investment products in 
the country has decreased by 1.53% 
to IDR5.61 trillion (US$621 million) in 
August 2011 compared to IDR5.69 trillion 
(US$630 million) in July.

Mohammed Touriq, the head of the 
Capital Market Supervisory Agency 
and Financial Institution Supervisory 
Agency (Bapepam-LK), att ributed the 
decrease in net asset value to the lowered 
performance of Islamic mutual funds 
portfolios in the country as well as the 
Jakarta Stock Exchange’s composite 
index.



4© 21st September 2011

COVER STORY

Bank Group’s goals to integrate the 
Arab world into the global economy 
and off er greater opportunities for its 
people.” According to Thunell: “Our 
investments in the GCC capital markets 
create opportunities across the region 
while providing productive outlets 
for excess savings generated by oil-
producing countries.” Although the 
IFC has not yet issued further Sukuk, it 
claims the intention of issuing every 12-
18 months and in May 2011 announced 
that it would return to the Sukuk 
market aft er generating a portfolio of 
Shariah compliant assets to back a new 
issuance. 

The IMF has also begun to encourage 
Sukuk. In February 2011 it assisted 
Yemen in its YER$500 million (US$2.33 
million) debut Sukuk program. In the 
past it has also assisted Iran and Sudan 
with consultation programs for Sukuk 
issuance, and in 2010 it worked with 
Pakistan to develop a Rs100 billion 
(US$1.16 billion) plan for a sovereign 
Sukuk issuance to reduce government 
dependency on IMF loans. The IMF 
also has a technical agreement with 
the Islamic Development Bank (IDB) to 
assist its member countries to formulate 

policies to raise fi nancing, including 
raising funds using Shariah compliant 
paper.

Good intentions
Debt markets in many Muslim-
majority countries, especially in 
the MENA region, are severely 
underdeveloped, with most funding 
still done through bank fi nancing. 
Omar bin Sulaiman, the former 
governor of the Dubai International 
Financial Center, explained some of the 
benefi ts of support from supranational 
institutions: “Deeper bond markets in 
local currencies and for longer tenors 
would allow the GCC to smooth 
volatile capital fl ows and itself be 
the main source of fi nancing for its 
own infrastructure and development 
projects.” 

However, the World Bank and IMF 
have some way to go before they fulfi l 
their potential. At the moment, they are 
still being sidelined in favor of other 
supranational institutions seen as more 
experienced and more sympathetic 
to Islamic fi nance. In June 2010 Egypt 
announced that it was accepting US$2.5 

billion in Shariah fi nancing from the 
Islamic Development Bank, in preference 
to the US$3 billion facility off ered by the 
IMF. One lawyer explained that: “What’s 
needed in Egypt fi ts really well into the 
Islamic fi nance model… The proposed 
IMF facilities may not have been capable 
of demonstrating such direct tangible 
results.” 

The IMF also suff ers from a history of 
accompanying its loans with restrictive 
economic conditions. Peter Chowla, 
speaking on behalf of the Brett on Woods 
Project (which monitors IMF activities), 
claims that the IMF would have pushed 
to liberalize the Egyptian economy and 
introduce business-friendly reforms to 
benefi t western banks and corporations. 

It is no wonder then that some nations 
regard the IMF and the World Bank 
with suspicion: especially when 
combined with its strong links to the 
west, rumors of unequal representation, 
and the undue infl uence of the US. If 
they want to be taken seriously in their 
bid to support Islamic fi nance, they will 
have to proactively demonstrate their 
good intentions. It may take more than 
a seminar to set them on their way.

Editor’s Note

If recent developments in the global 
fi nancial industry are anything to 
go by, it would appear that there has 
never been a more crucial time for 
Islamic fi nance to break out of its shell 
and showcase its att ractiveness as an 
alternative form of fi nancing in this age 
of austerity, caution and rogue traders. 

This week, we take a look at some of the 
possibilities that Islamic fi nance could 
capture.  Legal fi rm KBH Kaanuun 
contributes an article suggesting that 
while the industry still faces hurdles to 
its development, these should be seen 
as opportunities amid the changing 
fi nancial environment.

Shan Saeed, fi nancial economist and 
commodity expert, details options for 
the preservation of wealth via Shariah 
compliant investing.

Perhaps in a nod to the prospects for 

Islamic fi nance, the IMF and the World 
Bank’s annual meeting in Washington 
DC this month will include a seminar 
on the role of Sukuk in supporting 
economic development and this week, 
our cover story looks at the eff orts taken 
by the IMF and its sister organizations 
to support Islamic fi nance.

Meanwhile, Eiger Trading Advisers 
looks at the growth trajectory of Islamic 
syndicated fi nancing, while Islamic 
banking practitioner Mohammed 
Khnifer writes on how Saudi banks 
may be losing out to their foreign 
counterparts by overlooking the Sukuk 
market in Saudi Arabia.

We stick with Sukuk in our Islamic 
Investor feature by Franklin 
Templeton Investment (Middle 
East)’s Mohieddine Kronfol, who has 
writt en on developments in the global 
Sukuk market, while UFS Investment 
Company highlights the progress of 

Islamic fi nance in Russia.

Insider this week takes a look at 
Arcapita Bank and we also have IFN 
reports on the prospects for growth 
in Japan’s Islamic fi nance market and 
the possibility of establishing an Asian 
ratings institution. 

We also have an interview with asset 
management fi rm Scott ish Widows 
Investment Partnership.

Our IFN correspondents have 
contributed reports on the rationale 
for further developing Islamic fi nance 
in Japan, Islamic bank mergers and 
acquisitions in Qatar, the industry in 
Kazakhstan and the progress of Islamic 
banks in Turkey.

We also talk to Kevin Xayaraj Tay, CEO 
and executive director of Singapore’s 
Sabana Real Estate Investment 
Management, in Meet the Head.

From dark horse to white knight?

The IMF and Islamic fi nance:  A roadmap for the future?  
Continued from page 3
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AFRICA
Financing for construction
DJIBOUTI: The IDB has provided 
US$8.5 million-worth of fi nancing for 
the construction of a residential and 
commercial center in Djibouti City. The 
bank also provided a US$300,000 grant to 
the nation to help alleviate the eff ects of a 
drought in the region.

AMERICAS
Sukuk takes the spotlight
US: The World Bank will organize a 
seminar entitled ‘The Role of Sukuk 
(Islamic Bonds) in Development’ at the 
World Bank/IMF annual meeting on the 
25th September.

Issues to be discussed in the seminar 
include the role of Sukuk markets in 
supporting growth and development.

ASIA
US giants in Indonesian 
brokerage bid
INDONESIA: Goldman Sachs and 
Morgan Stanley are reportedly in talks to 
acquire brokerage fi rms in a bid to enter 
the Indonesian brokerage market.  

Goldman Sachs is said to be in talks 
with Tiga Pilar Sekuritas, which owns a 
brokerage and underwriting license, in a 
deal expected to be completed by the end 
of this year. It is speculated that the size 
of the deal will be small, but Goldman 
Sachs may have to pay at least IDR50 
billion (US$5.8 million) for the license 
costs and the required brokerage capital.

Meanwhile Goldman Sachs’ competitor, 
Morgan Stanley, is reportedly in similar 
talks to acquire a brokerage fi rm in 
Indonesia as it seeks a full brokerage 
license aft er obtaining its underwriting 
license in the country in 2008.

Islamic finance lauded
MALAYSIA: Financial experts in western 
countries should look to Islamic fi nance 
as an alternative in fi nancing, urged 
Professor Dr Abbas Mirakhor, INCEIF 
chair of Islamic fi nance at the Global 
University of Islamic Finance (INCEIF).

He added that Malaysia has the potential 
to be the global hub of Islamic fi nance 

due to its widespread acceptance in 
the country, allowing it to develop 
the human capital required to help 
the growth of Islamic fi nance in other 
countries.

US$1.34 billion Sukuk 
issuance
MALAYSIA: The government has sold 
RM4 billion (US$1.34 billion)-worth of 
fi ve-year Sukuk at an average yield of 
3.37%. The Sukuk, which have a coupon 
rate of 3.82%, will mature on the 15th 
November 2016 and received 245 bids 
amounting to RM11.37 billion (US$3.7 
billion).

Pushing for Islamic finance
MALAYSIA: The government is looking 
to use Islamic fi nance in its transactions 
with international institutions and the 
private sector, according to Muhyiddin 
Yassin, the deputy prime minister.

Eyeing more partnerships
MALAYSIA: The International Center for 
Education in Islamic Finance (INCEIF) is 
seeking further opportunities to partner 
with universities abroad. 

According to Daud Vicary Abdullah, 
its president and CEO, INCEIF will 
be signing an agreement with Waseda 
University of Japan this week. It is also 
looking at possibilities in North America. 

So far INCEIF has partnered with eight 
local public and private universities, 
and seven others in France, Indonesia, 
Luxemburg, Sudan, Yemen and the UK. 

In Malaysia, INCEIF recently signed a 
MoU with Universiti Tun Abdul Razak 
which will see part of its Islamic fi nance 
modules being adopted by students 
of the university’s BA in Business 
Administration (Islamic Banking & 
Finance) program.

INCEIF also signed a MoU with 
Universiti Kuala Lumpur to strengthen 
the eff orts of both institutions in 
promoting the exchange of information, 
research and development and training 
and education in Islamic fi nance.

Renminbi Sukuk in the works
MALAYSIA: Khazanah Nasional 
is planning to issue a renminbi-
denominated Sukuk Wakalah estimated 
to be valued at RMB500 million (US$78.3 

continued...

Creditors keen to divest 
Sukuk
UAE: Nakheel’s trade creditors are 
inviting bids for the developer’s recently 
issued US$1.04 billion Sukuk tranche, 
which is already being traded at a 
discount, as they are looking to cash out 
early rather than wait for the papers to 
mature. 

Latest bids have slumped as low 
as 78.289 US cents to the dollar, 
corresponding to a yield of 16.6%. 
However, distressed asset investors are 
not expected to purchase the Sukuk until 
prices drop further and yields climb 
higher.

Nevertheless, some banks are reportedly 
sourcing paper from creditors directly, 
with the intention of holding on to them 
or selling them to investors.

Creditors stand to obtain an aggregate 
recovery of almost 90% if they monetize 
their debts at current levels, according 
to Chavan Bhogaita, the head of 
markets strategy at National Bank of 
Abu Dhabi.

According to reports, Morgan Stanley 
could have made up one of the bidders 
for an auction of an AED320 million 
(US$87.12 million) tranche while six 
other banks are said to be collecting 
bids for the papers. Other parties that 
have reportedly expressed interest in the 
Sukuk are US investors, UK banks and 
some regional relationship banks.

Mohammed Qasim Al Ali, the CEO of 
the National Bonds Corporation, recently 
expressed his belief that Nakheel’s Sukuk 
would be a good investment opportunity 
due to its high yield-to-maturity, in 
addition to the developer’s encouraging 
future plans.

In July 2011 SC Lowy, a Hong Kong-
based distressed debt fi rm, expressed 
interest in buying claims from Nakheel’s 
trade creditors, off ering them the option 
of obtaining liquidity without having to 
wait for the Sukuk issuance.

The Sukuk tranche was issued on the 
25th August and has a profi t rate of 10%. 
It is the fi rst tranche of the developer’s 
AED4.8 billion (US$1.31 billion) Sukuk, 
which is serving to repay 60% of its 
creditors’ debts, with the remaining 40% 
paid in cash as part of Nakheel’s US$16.1 
billion debt restructuring plan.
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New regulations for banks
INDONESIA: Local Islamic banks will 
soon have their own risk management 
guidelines once the central bank, 
Bank Indonesia, introduces two new 
regulations.

According to Mulya Siregar, the director 
of Islamic banking at Bank Indonesia, the 
two regulations involve risk management 
as well as the fi t and proper test of the 
ability of the local Islamic banks, which 
will help strengthen the Islamic banking 
industry. 

The two rules will be prescribed in 
a Bank Indonesia regulation which 
is expected to be issued this month 
(September 2011).  

The risk management regulation will 
contain 10 risk management elements 
for Islamic banks including two new 
elements, namely the equity investment 
risk and rate of return risk. 

The two additions are based on the 
guidelines issued by the Islamic Financial 
Services Board, while the remaining eight 
(credit, market, liquidity, operational, 
legal, strategy, compliance and 
reputation) are based on the existing risk 
management guidelines currently used 
by conventional banks.

On the fi t and proper test, which is aimed 
at evaluating the integrity and fi nancial 
position of controlling shareholders 
as well as the board of commissioners, 
board of directors, heads of foreign bank 
branch offi  ces, heads of foreign bank 
representative offi  ces, and executive 
offi  cers, Bank Indonesia has decided to 
reduce the current eight-stage process by 
half. 

The new fi t and proper test rule will 
also allow the central bank to speed up 
its approval process for existing Islamic 
banks by conducting the fi t and proper 
test once. Additionally, Islamic banks 
will undergo a period of intensive 
supervision of up to a year, which can be 
extended by the central bank.

Are you  reading us 
on your

iPad / iPhone?

million), in a deal expected to be the fi rst 
ever renminbi-denominated off shore 
Sukuk off ering.

Roadshows for the issuance will begin 
next week in Hong Kong and Singapore.

Islamic Finance news has learnt that the 
papers, which have not been priced, will 
carry a short- to medium-term maturity. 

An issuance date has not been set, but the 
sale is “forthcoming”, said a source. 

The tenor and yield of the unsecured 
benchmark Sukuk have not been 
offi  cially announced. The Sukuk will be 
issued through Danga Capital, Khazanah 
Nasional’s special purpose vehicle for 
Sukuk issuances. Proceeds will be used 
to buy Shariah compliant assets.

The joint lead managers and bookrunners 
are BOC International, CIMB Investment 
Bank and The Royal Bank of Scotland, 
while CIMB Islamic is the sole Shariah 
advisor.

Islamic papers issued
MALAYSIA: HUBLine has issued its 
RM45 million (US$14.6 million) Islamic 
commercial papers program on the 20th 
September 2011. The papers will mature 
on the 24th November 2011. The facility 
agent for the issuance is Affi  n Investment 
Bank.

Sukuk still on the cards
MALAYSIA: Emery Oleochemicals 
(Malaysia) is still planning to issue its 
fi rst Sukuk worth RM480 million (US$155 
million) by early next year, despite 
reports that the sale had been delayed. 

According to Dr Kongkrapan Intarajang, 
the group CEO and a board member 
of Emery, the company is awaiting 
its investment rating and regulatory 
approval for the Sukuk issuance.

Separation plan on hold
INDONESIA: Bank Sinarmas Syariah 
has postponed its plan to spin off  from 
its parent bank, Bank Sinarmas, to 2015, 
due to human resource and technology 
constraints. 

The plan, which was originally scheduled 
for 2012, was put on hold following 
an evaluation of the two areas in 
preparation for the spin-off , according to 
Heru Agus Wuryanto, its director.

Financing in hand
INDONESIA: Al-Ijarah Indonesia 
Finance has received a Shariah compliant 
channeling fi nancing facility worth 
IDR300 billion (US$34 million) from 
Bank Sinarmas Syariah to fund its auto 
fi nancing business. 

Of the amount, IDR200 billion (US$23 
million) will be channeled towards car 
fi nancing, while the remaining IDR100 
billion (US$11 million) will be utilized 
for credit for motorcycles. The funds will 
be disbursed according to Murabahah 
principles.

SBP reveals fifth coupon rate
PAKISTAN: The central bank, State 
Bank of Pakistan, has announced a 
fi ft h profi t coupon rate of 13.2% for the 
government’s three-year Sukuk Ijarah.
The Sukuk will mature on the 17th March 
2012.

Sukuk coming soon
MALAYSIA: State-owned electricity 
producer Tenaga Nasional is planning 
to issue a RM5 billion (US$1.6 billion) 
Sukuk at the end of October to fi nance its 
1,000-MW Janamanjung coal-fi red power 
plant in the state of Perak.

Che Khalib Mohd Noh, its president and 
CEO, said that the company will do its 
book-building exercise in the third week 
of October.

Arbitration center for 
Malaysia
MALAYSIA: Malaysia and Singapore 
will work together to set up an 
international arbitration center in Kuala 
Lumpur. 

Following the establishment of the center, 
disputes concerning Islamic banking 
and fi nance will be referred to Malaysia 
for arbitration, according to Mohamed 
Nazri Abdul Aziz, a minister in the prime 
minister’s department of Malaysia.

Mutual benefits
MALAYSIA: AmBank Group, which 
owns AmIslamic Bank, is planning to 
tap into cross-border fi nancing through 
the global network connections of its 
major shareholder, the Australia and 
New Zealand Banking Group (ANZ), 
according to Ashok Ramamurthy, the 
deputy group managing director and 
chief fi nancial offi  cer of AmBank Group.

continued...
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He added that AmBank Group could 
also serve as a springboard for ANZ to 
enter the Islamic banking market. ANZ, 
an Australia-based banking group, has 
23.8% ownership of AmBank Group with 
investments of almost US$900 million.

Upcoming issuance
MALAYSIA: KLCC Property Holdings 
has announced that it will issue a RM880 
million (US$283.33 million) Islamic 
medium-term notes program.

Midciti Resources, its subsidiary, will use 
the proceeds to buy and cancel its existing 
debt securities as well as to fi nance its 
working capital requirements.

Financing scheme launched
MALAYSIA: Angkatan Koperasi 
Kebangsaan Malaysia, together with the 
Congress of Unions of Employees in the 
Civil Service, have launched KOPSYA, 
a Shariah fi nancing cooperative scheme 
aimed at clearing the bank’s debt of civil 
servants.

EUROPE
ASSAIF as Murabahah advisor 
ITALY: Islamic fi nancing consultancy 
ASSAIF has announced that it has 
advised AK BARS Bank in its maiden 
US$60 million Murabahah fi nancing, 
which closed on the 12th September 
2011. The mandated lead arranger was 
Eurasian Development Bank.

Residences acquired
UK: Gatehouse Bank has completed its 
acquisition of a GBP30 million (US$47 
million) student accommodation 
property in Scotland. The acquisition has 
a net initial yield of 7.06% and delivers a 
cash yield of 8% per year.

The acquisition marks the bank’s fourth 
acquisition of student accommodation 
property in the UK. The total value of 
its real estate portfolio stands at GBP280 
million (US$439 million).

GLOBAL
Pushing the envelope
GLOBAL: Sukuk issuances from 
Indonesia and Saudi Arabia in the third 
quarter will put global Sukuk issuances 

above the 2010 global Sukuk total of 
US$17.6 billion.

Indonesia expects to issue its US$1 billion 
global Sukuk in the third quarter while 
Saudi-based Saudi Aramco Total Refi ning 
& Petrochemical Company issued a US$1 
billion Sukuk on the 10th September.

Global Sukuk sales for 2011 currently 
stand at US$16.9 billion.

New dividend index
GLOBAL: Dow Jones Indexes has 
announced that it will launch the Dow 
Jones Islamic Market Global Select 
Dividend Index.

The new index will measure the stock 
performance of the 100 highest dividend-
yielding companies from the Dow Jones 
Islamic Market World Index.

It will also serve as a benchmark for 
underlying instruments of investment 
products, such as mutual and exchange-
traded funds.

Submission period closed
GLOBAL: AAOIFI has closed 
applications for the position of secretary 
general, which is expected to be vacated 
by the current secretary general, Dr 
Mohamad Nedal Alchaar, by the end of 
this year.

According to a statement, the 
organization will announce the 
successful candidate in the “near future”.
AAOIFI declined to provide further 
details when contacted by Islamic 
Finance news.

MIDDLE EAST
Debut Sukuk on the cards
PALESTINE: The Palestine Monetary 
Authority, the central bank, could issue 
its fi rst Sukuk worth US$50 million in 
December 2011 in a bid to reduce the 
government’s reliance on foreign aid.

According to the governor of the central 
bank, Jihad al Wazir,  the issuance of 
bonds or securities and the development 
of a yield curve are essential to Palestine’s 
monetary policy. 

The Sukuk will be sold via a private 
placement to local banks and could have 
a maturity of three years.

continued...

Not just countries

    IrAq
LuxemBourg

MoroCco ,,
ThailanD m   m

           IrEland
                          AFghanistan

            SinGapore
          CHina

BahraIn ,,,,,
               DJibouti
           PaKistan
AustraLia   ...

             TurkMenistan
GermaNy .....
          CrOatia

       JaPan
                Qatar

                FRance
IndoneSia ....

                 SwiTzerland
                 TUrkey

MoldoVa ..
            KuWait
           MeXico
      MalaYsia

       BraZil

These are some of the countries we 
have subscribers

Contact us now for a free trial……

Musfaizal Mustafa
Subscriptions Director
Musfaizal.Mustafa@REDmoneyGroup.com
Tel: +603 2162 7800 x 24



8© 21st September 2011

NEWS

Jihad also said that the sale had been 
postponed from the second quarter as 
existing legislation required amendments 
to allow for the sale of Sukuk.

EIB to reach Emiratization 
target
UAE: Emirates Islamic Bank (EIB) is 
planning to hire 50 UAE nationals before 
the end of September as part of its eff orts 
to fulfi ll the government’s Emiritization 
initiative.

The bank has already hired 76 nationals 
since the beginning of the year and will 
exceed its Emiratization target of hiring 
120 UAE nationals in 2011.

Online collaboration
UAE: Dubai Islamic Bank (DIB) has 
partnered with Dubai eGovernment to 
off er payment services for eGovernment 
transactions to DIB’s customers through 
its Al Islami online banking network.

Under the partnership, the internet 
banking service can be used for making 
payment transactions to more than 20 
government entities.

Financing software picked
SAUDI ARABIA: Shariah compliant 
auto fi nancing provider Aqsat 
International Trading has selected 
Nucleus Soft ware Exports’ FinnOne suite 
to automate its business operations and 
reduce turn-around time.

The fi nancial soft ware comprises 
customer acquisition system, fi nancing 
management system, collections and 
delinquency management, securitization, 
power pay, document management and 
fl eet fi nance.

Payment facilitator
UAE: Noor Islamic Bank has signed an 
agreement with low-cost airline Flydubai 
to facilitate payments for fl ight bookings 
through the bank’s branches and online 
banking system.

Robust first half for the UAE
UAE: Islamic banks listed on the UAE 
bourses recorded a 29.3% growth in net 
profi ts to AED1.63 billion (US$443.8 
million) in the fi rst half of 2011.

Combined assets and deposits rose 11.7% 
to AED243.5 billion (US$66.3 billion) and 

8.8% to AED165.2 billion (US$45 billion) 
respectively in the six month period.

The banks comprise Abu Dhabi Islamic 
Bank (ADIB), Ajman Bank, Dubai Islamic 
Bank (DIB), Emirates Islamic Bank and 
Sharjah Islamic Bank.

ADIB had the highest earnings of the 
fi ve at AED619.6 million (US$168.7 
million), while DIB had the most assets at 
AED102.9 billion (US$28 billion).

Arcapita back in the black
BAHRAIN: Islamic investment fi rm 
Arcapita reported a return to profi t with 
a net income for the fi nancial year ended 
the 30th June 2011 of US$50.2 million, 
against a loss of US$560 million in the 
preceding fi nancial year.

The profi ts are mainly att ributed to the 
fi rm gaining around US$1 billion from 
completing seven full and partial exits 
or disposals of assets in its investment 
portfolio within the fi nancial year.

Enhancing economic 
cooperation
IRAN: The Economic Cooperation 
Organization has announced that it will 
launch a bank in order to boost economic 
cooperation with banks in Islamic 
countries, according to Mohammad 
Yahya Maroufi , its secretary general. 

Mohammad Yahya added that the 
organization plans to establish a trade 
market for its member states.

E&Y becomes CBO advisor
OMAN: The Central Bank of Oman 
has appointed Ernst & Young (E&Y) 
to advise the bank on formulating a 
separate set of rules and regulation for 
Islamic banking institutions.

E&Y will look into several aspects, such 
as fi xing fi nancing limits, single borrower 
limits, writing of rule books, procedures 
for reporting structures for Islamic 
banks and the establishment of Shariah 
supervisory boards.

Banks cautioned
UAE: Banks in the country are advised 
to be cautious in depositing their funds 
abroad due to the global market turmoil, 
even though the local banks have limited 
exposure to the debt-ridden European 

continued...
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Prolonged review
MALAYSIA: MARC has extended its 
review on Off shoreworks Capital’s 
(OWC) long- and short-term Sukuk 
ratings of ‘BBIS’ and ‘MARC-41S’. 
The ratings have been maintained on 
MARCWatch Negative.

The extension of the review is att ributed 
to the continued ambiguity surrounding 
OWC’s parent, Off shoreworks Holdings, 
fi nancial position and business profi le.

Program canceled
MALAYSIA: MARC has withdrawn its 
‘MARC-1ID/AID’ ratings on Mulpha 
International’s RM25 million (US$8 
million) Murabahah commercial papers/
medium-term notes (CP/MTN) facility.

The withdrawal follows the confi rmation 
from AmInvestment Bank, the facility 
agent, that the program has been 
canceled.

Tower of strength
MALAYSIA: MARC has affi  rmed its 
ratings of ‘MARC-1IS’and ‘AAAIS’ on 
Pinnacle Tower’s RM50 million (US$16 
million) Islamic commercial papers (ICP) 
and RM400 million (US$128 million) 
Islamic medium-term notes (IMTN) 
respectively. The outlook on the ratings 
is stable.

The ratings are based on the secure 
revenue stream backing the notes which 
consists of monthly lease rentals for 
completed telecommunication towers 
from the three mobile operators, Celcom 
Axiata, Digi Telecommunications and 
Maxis Broadband.

Sturdy business profile
INDONESIA: PEFINDO has affi  rmed 
Pupuk Kalimantan Timur’s rating at 
‘idAA’ and its Sukuk Ijarah I/2009 at 
‘idAA(sy)’.
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fi nancial sector, said Saif Al Shamsi, the 
assistant governor for monetary policy.

Saif confi rmed that the Central Bank of 
the UAE has enough US dollar assets 
to be able to meet local banks’ rising 
demands for the currency, which he 
att ributed to worsening economic 
troubles in Europe.

The UAE currently has eight fully 
fl edged Islamic banks and 12 Islamic 
banking windows.

Iran’s prominence in the IDB
IRAN: Iran has been revealed as the third 
largest shareholder and one of the fi ve 
key decision-makers in the IDB, owning 
28% of the bank’s shares, according to Ali 
Fallahi, an IDB representative.

11.6% of the bank’s assistance and 
fi nancings have been allocated to the 
country’s 10 agricultural and irrigation 
projects in 2011. Earlier this year, the 
IDB provided US$84.3 million-worth of 
fi nancing for projects in Iran. 

Iran joined the IDB on the 12th March 
1989.

NBK and KFH deny 
derivatives dealing
KUWAIT: National Bank of Kuwait 
(NBK) and Kuwait Finance House (KFH) 
have both denied claims of dealing in 
fi nancial derivatives.

According to the local daily newspaper 
al-Seyassah, investigations by members 
of parliament revealed that NBK and 
KFH have allegedly been involved in 
derivatives trading, with dealings by 
NBK reported to exceed US$5 billion in 
value and those of KFH reaching almost 
US$2 billion. 

However, in a statement to the Kuwait 
Stock Exchange, NBK said that it does 
not engage in any derivative trading and 
has no exposure to such instruments. 
KFH said that it is fully committ ed to the 
laws and regulations of the supervisory 
authorities and has no dealings that 
violate or circumvent the supervision of 
the Central Bank of Kuwait.

KFH-Bahrain deploys IBAN
BAHRAIN: Kuwait Finance House-
Bahrain (KFH-Bahrain) has implemented 
the International Bank Account Number 

(IBAN) system for their customer 
accounts.

IBAN is a standard numbering 
system which is used to identify bank 
accounts.

Barclays to open window in 
DIFC
UAE: Barclays Capital has received 
an approval from the Dubai Financial 
Services Authority (DFSA) to open 
an Islamic window in the Dubai 
International Financial Center (DIFC).

Decree for Sukuk issued
BAHRAIN: King Hamad Isa Al Khalifa 
has issued a decree amending the 
existing laws on development bonds.

The amendment allows for the issuance 
of development bonds, inclusive of 
Sukuk, in Bahrain and abroad by the 
minister of fi nance in consensus with the 
Central Bank of Bahrain. 

The decree is eff ective from the 20th 
September 2011. The bonds can be issued 
and reissued in any currency as long as 
they adhere to the limit of BHD3.5 billion 
(US$9.3 billion).

SHUAA Capital in expansion 
mode
UAE: In a response to media speculation, 
SHUAA Capital has confi rmed that 
it is in discussions for the potential 
acquisition of several companies in 
the MENA region, adding that the 
negotiations are at diff erent stages and 
may or may not result in one or more 
takeovers.

Coming up...
Volume 8 Issue 38 – 28th September 2011

Features
Islamic fi nance advantages in off shore 
centers:  By Kaushiq Kodithodika, the 
regional sales director of MENA at 
Advent Soft ware.

New hope dawn in the pearl of Asia: By 
Muath Mubarak, coordinator of fi nancial 
control & strategic planning department 
at Barwa Bank, Qatar.

Shariah risk: Measuring and treatment: By 
Hassan Yusuf, operational risk manager at 
Masraf Al Rayan.

MOVES
PRIME INTERNATIONAL 
INVESTMENTS GROUP
UK: Prime International Investments 
Group, a Shariah compliant real estate 
investment group, has appointed Muin 
El Saleh as its CEO.

Muin was previously the general 
manager of Abdul Abdul Latif Jameel 
Real Estate Investment Company in 
Saudi Arabia.

UBS
UAE: Dr Hussein Hassan has taken on 
the role of managing director, global 
head of Islamic fi nance and head of 
MENA securities structuring at UBS. 

Dr Hussein was previously Deutsche 
Bank’s head of Islamic fi nance and 
structuring in the MENA global market.

The move confi rms a report in Vol 
8, Issue 36 of Islamic Finance news 
suggesting that a number of staff  from 
Deutsche Bank’s Islamic structuring desk 
in Dubai had left  for UBS.

TROWERS & HAMLINS
UAE: Legal fi rm Trowers & Hamlins 
has appointed Abdullah Mutawi as the 
head of its UAE practice. Abdullah was 
previously a partner at the fi rm’s Bahrain 
offi  ce.

EUROPEAN ISLAMIC 
INVESTMENT BANK 
UK: Subhi Benkhadra, the CEO of 
European Islamic Investment Bank 
(EIIB), has resigned. 

The day-to-day operations of the 
company will be managed by Keith 
McLeod, the deputy CEO and fi nance 
director of EIIB.

DEUTSCHE BANK
UAE: Deutsche Bank has appointed 
Ilker Guney, its managing director, as 
the head of MENA structuring, while 
Ibrahim Qasim has been named as the 
head of Islamic structuring.

BLME
UK: Bank of London and The Middle 
East has appointed Waleed Al-Omar as 
its director for the MENA region.
Waleed was previously the bank’s non-
executive director.

continued...
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In May this year, Japan’s government 
boldly moved to amend its laws to 
provide a legal framework for the 
issuance of Sukuk, while also revising 
tax laws to create a level playing fi eld 
between Islamic and conventional 
bonds. However, with the country’s 
laws still limiting the provision of 
Shariah compliant services by local 
banks, the industry may need further 
impetus to achieve growth in Japan.

“Except for the issuance of Sukuk, there 
is not much that can be done in Japan, in 
terms of Islamic fi nance. At the moment, 
Japanese banks are only allowed to off er 
Islamic fi nancial services via their foreign 
subsidiaries. There is also a lack of 
familiarity by the banks of the principles 
of Islamic fi nance,” said a banker with a 
Japanese bank to Islamic Finance news.

At the same time, an accommodative 
credit environment has given Japanese 
fi rms litt le incentive to seek alternative 
modes of fi nancing. At its latest monetary 
policy meeting in August the Bank of 
Japan (BoJ), the central bank, left  its 
overnight call rate target at 0-0.1%. In 
the minutes to the monetary meeting, a 
members of BoJ’s policy board noted that: 
“Issuing conditions for both commercial 
papers and corporate bonds were 
favorable as a whole and the year-on-
year rate of decline in bank lending was 
slowing.”

“There is a lot of liquidity in the Japanese 
fi nancial market and local companies 
can raise conventional funding cheaply,” 
commented So Saito, a partner and 

att orney-at-law at legal fi rm Nishimura 
and Asahi.

However, this does not mean that the 
Japanese are indiff erent to Islamic 
fi nance. According to Suri Hanim 
Mohamed, the head of Islamic banking 
at Bank of Tokyo-Mitsubishi UFJ 
(Malaysia), there is a lot of interest from 
Japanese companies for Islamic fi nancial 
solutions, although it may take longer 
to sway the clients towards utilizing 
Shariah compliant funding.

This year, the bank closed its fi rst 
bilateral transaction involving a yen-
denominated Murabahah fi nancing 
valued at US$5 million for a Japanese 
fi rm, in a deal that took two years to 
broker, said Suri Hanim. 

Japanese banks, in turn, are also keen to 
enter the Islamic fi nance space. The Bank 
of Tokyo-Mitsubishi UFJ (Malaysia), one 
of just two of its parent bank’s foreign 
subsidiaries, is also the global hub for 
the banking group’s Islamic banking 

business. With its international currency 
business unit license, it is allowed to 
off er Shariah compliant non-ringgit-
denominated transactions. 

Mizuho Corporate Bank, which launched 
Mizuho Corporate Bank (Malaysia) this 
month, has also expressed interest in 
making Malaysia its global headquarters 
for Islamic fi nance, pending the relevant 
approvals.

Although the banks have had to look 
outside their home market to practice 
Islamic fi nance, some quarters are 
positive on the outlook for the industry 
in Japan. “I am quite optimistic. There 
are almost no legal impediments,” said 
Etsuaki Yoshida, the deputy division 
chief (Africa offi  ce, Europe, Middle East 
and Africa department) at the Japan Bank 
for International Cooperation, although 
he acknowledged that many legislative 
amendments are needed to accommodate 
Islamic fi nancial transactions in Japan, 
including regulation, accounting, risk 
assessment and taxation.

Nonetheless, the government appears 
to have a positive att itude towards 
including Islamic transactions in the 
fi nancial system, he added.

Clearly, Islamic fi nance has grabbed the 
att ention of its Japanese stakeholders. 
However, with legal issues still needing 
to be ironed out, a lack of Islamic 
fi nancial expertise and the ready 
availability of conventional credit, Japan’s 
Islamic fi nance market may need more 
momentum to gain further growth.

Islamic finance in Japan needs further impetus for growth

Investors are becoming increasingly 
optimistic about Asia; in particular 
the emerging markets of Singapore, 
Indonesia, Thailand and Malaysia. 
With jurisdictions such as Europe 
and America currently exhibiting 
an uncomfortable level of market 
volatility, market leaders and regulators 
in Asia, particularly those within 
the Association of Southeast Asian 
Nations (ASEAN), have begun to 
show increasing solidarity and interest 
in growing trade and developing a 
unilateral business platform. 

Over the last two years, Singapore 
and Malaysia have affi  rmed their 

commitment to liberalizing the economy; 
allowing a higher level of foreign equity 
in domestic companies, easing cross-
border business dealings, and enticing 
foreign players and talent into the 
market; especially in the Islamic fi nance 
sector. 

The Malaysian Financial Sector 
Liberalization Plan, which was 
introduced in May 2009, allowed for 
greater foreign stakes in investment 
banks and insurers, while maintaining 
its cap for commercial banks. And 
although the plan was specifi c to 
fi nancial institutions and banks, talk of 
liberalization seems to have also trickled 

into the ratings sector. 

At present, the Malaysian Securities 
Commission only recognizes two rating 
agencies to rate bond market issuances: 
RAM Ratings and the Malaysian Rating 
Corporation (MARC), both domestic 
entities. 

However, in a bid to improve market 
transparency and ensure adequate 
risk management practices in both the 
conventional and Islamic fi nance sectors, 
rumors of potentially creating a pan-
Asian rating institution have been heard 

Potential consolidation for Asian ratings

Many legislative 
amendments 

are needed to 
accommodate Islamic 
financial 
transactions
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The fi nancial crisis has had an 
enormous impact on world markets — 
strengthening the case for alternative 
investment approaches, particularly 
that of Islamic fi nance. Whilst not 
immune, it has created a strong case 
for Shariah compliant products — 
which have been pushed to the fore 
because of their lack of exposure to 
the fi nancial sector. It has also made 
investors increasingly cautious in their 
investment approaches, giving greater 
emphasis towards established, research-
driven asset management institutions 
with notable performance histories and 
a proven track record.

Having off ered its Islamic Global Equity 
Fund for over fi ve years, Scott ish Widows 
Investment Partnership (SWIP) is ideally 
placed within this emerging market 
to off er a conventional performance-
driven approach to investment. As 
one of the largest asset management 
companies in Europe, with funds under 
management of US$236.5 billion as of the 
31st December 2010, SWIP is able to lean 
on its experience while recognizing such 
a fund’s potential in the global equity 
space.

Johnny Russell, the investment director 
of international equities at SWIP, who 
heads up its Islamic off erings, explains 
that because the fi rm has already gone 
through the challenges of putt ing the 
necessary processes in place to make sure 
the product fully complies with investor 
expectations, it is in an ideal position to 
benefi t from the post-crisis advantages 
off ered in Islamic investment.

SWIP prides itself on the tight 
management of its funds, in terms of 
what is and what is not allowed. There 
is a very clear and transparent policy in 
place in terms of what the fund manager 
can do: the involvement of its screening 
partner Fysche Crestar, adherence to the 
company’s presence on the Dow Jones 
Islamic Index and the ultimate authority 
from its overseeing Shariah board as to 
the fund’s operations. This has resulted 
in a fund with extremely tight risk 
management and high levels of due 
diligence, that in Russell’s opinion “is 
completely black and white”.

“I don’t think that anyone else can copy 
what we have immediately; any att empt 
to replicate our model is going to take 
signifi cant time and anyone coming 

behind us won’t have the track record,” 
states Russell, going further to add that 
“most of this groundwork was done in 
advance, however we have been able to 
refi ne and tighten this process over the 

A performance driven approach

in pockets across the industry. Perhaps 
the biggest proponent is Nazir Razak, 
the chief executive of CIMB Group, 
who in a recent speech stated: “We 
must start with a re-evaluation of trust 
levels between Asian economic agents – 
individuals, companies and institutions. 

The global economy is so intertwined 
and interdependent that Asia cannot 

be immune to a major downturn in the 
western economies nor an upheaval in 
the western fi nancial system. As our 
collective belief in our shared future 
grows, we must invest more in each 
other, and do so directly, without the 
cost and risks arising from western 
intermediation.”

Emphasizing the need to create a pan-
Asian rating agency for a more balanced 
view of Asian credits, Razak stated: 
“Despite the recent wave of downgrades 
across the west, I still fi nd it diffi  cult 
to understand how China (‘AA-‘) can 
be rated lower than Spain (‘AA’) or 
how India (‘BBB-‘) can be rated lower 
than Ireland (‘BBB+’) [based on S&P 
ratings].The implications of this ratings 
disadvantage are pervasive, especially 
since sovereign ratings will typically 
limit ratings of corporates and banks in 
Asia. Asian nations and their corporates 
fi nd it more expensive to raise capital 
because of the higher perceived risk, 
reducing their competitiveness.”

And although there has so far been only 
one initiative to create such an agency, 
by Singapore-based Coface last year, 
industry players are not completely 
immune to the idea. According to 
one ratings analyst, the creation of a 
pan-Asian ratings agency which looks 
specifi cally at Asia-based deals could 
potentially boost business opportunities 
within the continent, and create a more 
balanced look at deals and issuances; 
including Islamic fi nance. “This could 
help provide a more balanced outlook 
for Malaysia-based deals, creating 
more credibility within the investment 
community, and potentially increasing 
the infl ux of foreign investors and uptake 
of domestic deals in countries such as 
Malaysia and Indonesia,” he revealed. 

“The creation of a ratings institution with 
an eye on Asia could perhaps increase 
competition with the domestic ratings 
agencies, and provide an avenue for 
the continued improvement in ratings 
methodologies and measures,” he 
concluded. 

Continued

Continued

We must 
start with a 

re-evaluation of 
trust levels between 
Asian economic 
agents – individuals, 
companies and 
institutions

I can’t pretend 
that all the 

investors in this fund 
are those who want 
to invest following 
Shariah principles, 
but they are all 
looking for global 
equity exposure that 
will provide them 
good capital 
returns
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last fi ve years into something we are 
incredibly proud of”.

Most pointedly, SWIP’s Islamic Global 
Equity Fund has been able to outperform 
the market at every timeframe, an 
indication of the value of a careful 
investment process and a thorough 
approach to stock picking. SWIP has a 
product that has existed for fi ve years, 
and outperformed the benchmark at one, 
three and fi ve-year intervals, ultimately 
delivering what the customer expects 
from a Shariah compliant global equity 
portfolio. “I can’t pretend that all the 
investors in this fund are those who want 
to invest following Shariah principles, 
but they are all looking for global equity 
exposure that will provide them good 
capital returns,” says Russell.

However, this all serves as part of an 
evolutionary process. According to 
Russell, his biggest push is to prove the 
size of the market as far as the fund is 
concerned, and the key question is how 
fast can he grow this fund? SWIP believes 
that the market is large with enormous 
potential, however accessing and tapping 
into that market has been much more of 
a challenge.

According to Russell, if there is any 
disappointment on his side, it is that 
the fund is not growing at a fast enough 
rate: “Until we grow the fund up to 
GBP100 million (US$156.8 million) we 
are not in a position to really look to 
extend the product.” The current infl ows 
suggest that the fund is growing at 
approximately GBP10 million (US$15.7 
million) a year. As at the 30th June 2011 
the fund size was US$61.8 million.

“We’re trying our best to access the 
market through diff erent means and 
it’s certainly not easy. The performance 
of the fund has however meant that 
it is att ractive to more traditional and 
conventional investors,” says Russell. 
“What we have at SWIP is an exceptional 
team of global investors. As the manager 
of a fund, I take the great the ideas that 
we have been scouring the world for. 
These are then screened to determine if 
those ideas fi t the fund’s principles.” 

That means that they can leverage off  
the resource base present at SWIP and 
they are not compromised, and there are 
plenty of great investment opportunities 
out there in the global equity space. 

Russell adds that: “We are only looking 
for 40 or so great ideas. Anything that 
will help grow the fund will be well 
received and the challenges are no 
diff erent from any other fund.”

According to Russell, SWIP is not 
looking to roll out another fund until the 

current one has been proven.  However, 
it is not ruling out the potential to run 
a segregated mandate for a customer 
providing they wanted the same outcome 
as the global equity fund. 

Any other ideas that SWIP has would 
have to be derivatives or something 
similar to their global equity fund. It is 
not looking to run a European equity 
fund, as its needs to prove that a global 
equity fund will work, which will only 
be proved when the fund reaches that 
GBP100 million target.

What SWIP is trying to get across is 
that the universe of good ideas that can 
be placed into this Shariah compliant 
fund is in no way constrained. There 
are companies and industries that are 
obviously no go areas: they cannot buy 
into geared companies, or companies 
with too much cash, for example. 
However, there is an 80% commonality 
between its Shariah compliant off ering 
and its conventional global growth fund.

Continued

SWIP believes 
that the 

market is large with 
enormous potential, 
however accessing 
and tapping into 
that market has been 
much more of 
a challenge
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KAZAKHSTAN

By Timur Alim, IFN Correspondent

The ministry of fi nance has decided 
to give a second breath to the idea of 
issuing its fi rst sovereign Sukuk, with 
continued discussions about the project, 
fi rst in parliament and second with 
potential investment banks to lead and 
arrange this debut.

The chances are high that all the 
paperwork related to this Sukuk issuance 
will be done by the end of this year. We 
could witness the issuance as soon as the 
beginning of next year. 

The concrete amount of Sukuk to 
be off ered to investors has yet to be 
determined, as has the currency and 
tenor. Previously it was announced that 
US$500 million could be a good start. 
It is expected that Zhamishev Bolat 
Bidakhmetovich, the minister of fi nance, 
will confi rm this intention at a conference 
in Astana next week dedicated to the 

development of Islamic banking. Putt ing 
such a benchmark on the market should 
help private companies raise funds 
through Islamic fi nance.

In August, the National Bank of 
Kazakhstan suspended Al Hilal 
Bank from accepting deposits from 
individuals, although it did not prevent 
the bank from working with corporate 
clients and fi nancing. 

As explained later by the bank’s 
offi  cials, this issue was raised due to 
the introduction of a new regulation 
requiring the minimum capital held 
by banks to be above KZT10 billion 
(US$68 million), starting in July this year. 
Al Hilal Bank recently requested the 
National Bank of Kazakhstan to return 
its license, due to an injection of the 
required capital and full compliance with 
regulations.

As a pioneer bank in Kazakhstan, Al 
Hilal is trying to capture the corporate 
client market by off ering Islamic 

fi nancing solutions and expanding its 
presence in the county. In June the bank 
opened its second branch in Shymkent, 
and has already started off ering 
products to corporate clients in the 
region. The bank is also trying to help 
the government to fi nance infrastructure 
projects and participate in diff erent 
programs aimed at diversifying its 
economy. 

One of the forms of such cooperation is 
public private partnerships, where local 
akimats (municipal councils) establish 
joint ventures with private companies 
to start projects. There can be diff erent 
sources of fi nancing for such projects, 
one of which is banking facilities. Islamic 
banking products can be very easily 
applied in this regard and potentially 
this could be one of the drivers for the 
development of alternative forms of 
fi nancing in the country. 

Timur Alim is the area manager at Al Hilal 
Bank and he can be contacted at talim@
alhilalbank.kz.

Islamic banking in Kazakhstan: What next?

JAPAN

By Serdar Basara, IFN Correspondent

Japan’s new prime minister, Yoshihiko 
Noda, assumed offi  ce on the 2nd 
September 2011. As the former minister 
of fi nance, Noda has confi rmed that 
his priorities are fi scal reforms and 
acceleration of recovery from the recent 
devastating earthquake, tsunami, and 
nuclear disasters. A high national debt 
and a strong yen, damaging Japanese 
exporters and forcing them to shift  their 
operations overseas, are major fi scal 
constraints which Noda must consider.

Islamic fi nance has strong potential to 
help Japan’s recovery. Islamic fi nance 
could be useful from two perspectives:

1) It serves as an alternative source for 
funding using worldwide Islamic 
assets;

2) It is a methodology for structuring 
domestic funding.

The Institute for International Monetary 
Aff airs, a non-profi t think tank 
established by Mitsubishi UFJ Financial 
Group (formerly Bank of Tokyo) recently 
issued a research paper suggesting the 
issuance of a “recovery Sukuk” and 

the structuring of “Musharakah-based 
project schemes” in Japan to att ract 
Islamic funds from the Middle East.

Mizuho Corporate Bank, which has 
just begun operations in Malaysia, has 
already applied for an Islamic banking 
permit. Other global fi nancial institutions 
with a presence both in Japan and 
major Islamic fi nance centers might 
fi nd lucrative business opportunities in 
executing this funding process.

Serdar Basara is the president of Japan 
Islamic Finance and he can be contacted at 
basara@japanislamicfi nance.com.

Why should Japan’s new prime minister consider Islamic finance? 

Next Forum Question:

What are the barriers to the growth of Islamic 
stock broking and trading and how can these be 
improved?
If you would like to air your views on the next Forum Question, please email your response of between 50 and 300 words to Christina 
Morgan, forum editor, at: Christina.Morgan@REDmoneygroup.com before Friday the 23rd September 2011.
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TURKEY

By Cenk Karacaoglu, IFN Correspondent

According to the latest report published 
by Standard & Poor’s, Turkish 
participation banks could continue their 
growth if they can cultivate stronger ties 
with their international owners.

Bank Asya (the largest participation bank 
in Turkey in terms of asset size, loans 
and deposits) recently published its 
fi gures for the fi rst half of 2011 showing a 
strong growth in its loan portfolio, along 
with the highest amount of asset size of 
Islamic banking shares in Turkey.

Bank Asya signed a successful 
Murabahah syndication facility, with 
the participation of 26 banks, in April 
2011. It is also considering its fi rst Sukuk 
issuance while monitoring the market. 
There are no details as to the date of the 
issuance yet.

On the other hand, Bank Asya is 
also keeping an eye on international 
expansion, as mentioned by Abdullah 
Celik, the CEO of Bank Asya, especially 
in the Balkans region and with additional 
potential for a foreign branch in Erbil, in 
the north of Iraq.
The second largest participation bank, 

Türkiye Finans Katılım Bankası, also 
recently  published its fi rst half of 2011 
fi gures, which showed an increase in 
asset size, loans and deposits compared 
with 2010.

Its new CEO, V Derya Gürerk, has 
highlighted the initiation of Türkiye 
Finans’ fi ve-year development plan, 
starting this year, and announced the 
bank’s intention of increasing its market 
share in Turkey. In addition, Türkiye 
Finans also announced that it is to 
strengthen its support to the logistics 
industry with the signing of a new credit 
agreement with one of the most active 
players in the sector in September 2011.

The Kuveyt Turk Participation Bank 
(KTPB) also continues to show 
encouraging growth. Its CEO, Ufuk 
Uyan, explained that KTPB aspires to 
become one of the top 10 banks in Turkey 
and its 2010 balance sheet increased 
about 50% compared with 2009. By the 
end of this year, KTPB plans to have 180 
local branches. The bank has also had a 
branch in Bahrain since 2002, along with 
a branch in Germany, a representative 
offi  ce in Kazakhstan and a full subsidiary 
in the Dubai International Financial 
Center. 

He further stated: “We are also planning 

to expand to northern Iraq and open 
a branch in Erbil; and some other 
locations in the region which have not 
been fi nalized yet.” This confi dence is 
further underlined by the performance 
of the four participation banks in 2010. 
Established in 1984 and incorporated in 
1985, Albaraka Turk’s fi rst half of 2011 
report showed a limited increase in asset 
size and credit portfolio, as compared 
with the end of last year. 

Albaraka Turk Participation Bank 
signed a US$350 million Murabahah 
fi nancing facility on the 15th September 
2011 with the participation of 25 banks 
from 17 countries. Fahrett in Yahsi, the 
general manager of Albaraka Turk, 
said the Shariah compliant fi nancing is 
to meet the capital needs of small and 
medium-sized companies in Turkey. He 
also said that the bank is in the process 
of launching its fi rst Sukuk worth 
approximately US$180 million this year. 
He further commented that Albaraka 
Turk is expected to open its fi rst foreign 
branch in Erbil, the north of Iraq.

Cenk Karacaoglu is the vice-president of 
the fi nancial institutions division at Asya 
Katilim Bankasi, Turkey. He can be contacted 
at cenk@bankasya.com.tr.

Progress of Islamic banks in Turkey

QATAR

By Amjad Hussain, IFN Correspondent

There has been much talk about what 
might result from Qatar Central Bank’s 
decision to close Islamic windows of 
conventional banks in Qatar.

The month of August saw this question 
being answered by Barwa Bank and 
International Bank of Qatar (IBQ). Barwa 
Bank successfully completed a deal, with 
the central bank’s approval, to acquire the 
Al Yurs Islamic banking window of IBQ. 
Eversheds advised Barwa Bank in this 
deal, which is the fi rst such deal in Qatar 
and the wider region. It is hoped that the 
Barwa/IBQ deal will now spur other banks 
to come together and consider acquisitions 
of otherwise doomed Islamic windows. 
Most conventional banks will want to try 
to recoup some value from their Islamic 
windows before the deadline to cease 
business arrives at the end of the year. 

A study by a Qatar University student 
has received att ention recently as it 
seems to confi rm the concerns that 
some conventional banks have been 
intermingling their conventional and 
Shariah compliant assets and liabilities. 
The study adds weight to the position 
taken by the Qatar Central Bank that 
intermingling is a serious danger 
when banks are allowed to off er both 
conventional and Islamic products. 

At the same time, Qatar Islamic Bank 
(QIB), the largest Islamic bank in the 
country, has had its long-term issuer 
default rating affi  rmed at ‘A’ by Fitch. 
Fitch concluded that, in the unlikely 
event of liquidity issues, there is a high 
probability of support from the Qatari 
authorities. This suggests that the stable 
environment for investment in Qatar 
continues to be recognized. It seems that 
regional Islamic banks have benefi ted 
from their lack of exposure to the 
defaulting Eurozone countries. 

Looking outside of Qatar, as the political 
situation in Libya starts to calm down, 
we expect to see Qatar continue to play 
an important role in the development 
of the country. The Qatari government’s 
support for the transitional authority and 
its humanitarian support for the people 
of Libya are likely to continue. 

As reconstruction work starts, we 
expect that the Islamic banking industry 
will have an important role to play. 
Historically, the Islamic banking sector in 
Libya has been slow in developing. We 
expect this will not be the case following 
the regime change. One month before 
the start of the hostilities, QIB was one of 
only a few institutions licensed to operate 
an Islamic bank in the country. We can 
therefore expect the involvement of 
Qatari banks to continue.

Amjad Hussain is a partner at Eversheds. 
He can be contacted at AmjadHussain@
eversheds.com.

Islamic windows are open for deals 
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By Daud Vicary Abdullah

This month I would like to share with 
you some further thoughts on education 
and how it can be used to change 
perceptions.

Following the Eid celebrations, I have 
had both the opportunity to travel and 
also to receive visitors from overseas. In 
each case their specifi c needs with regard 
to Islamic fi nance have been diff erent, 
however, in every case there has been a 
common theme. That theme is education.  
Where do we go to get trained? Where do 
we fi nd information? How do we bett er 
share knowledge? How do we ensure 
that we are gett ing the right input when 
we don’t know what we don’t know? 
These have been some of the enquiries 
that have been brought up as I travelled 
in Australia, received delegations from 
Oman and France, and had discussions 
with new faculty members arriving from 
overseas at my own institution.
Other signifi cant questions have 
also demonstrated the gaps 
created by misperceptions. 
For example, I still get 
asked: “Can people of 
other faiths participate 
in Islamic fi nance?” 
Not to mention  a 
myriad of enquiries 
revolving around the 
perception that Shariah 
interpretations are a 
constantly moving 
target.

The answer to all of 
the above is really 
quite simple. As an 
industry we need to 
educate and communicate 
eff ectively. However, the 
challenge comes with the 
execution. Actually delivering 
the education and providing 
the communication. Sometimes, 
with the best will in the world, 
we add fuel to the fl ames 
by not communicating 
clearly and also by 
making the erroneous 
assumption that those 
listening have a bett er grasp of the 
subject matt er than they really do.

My humble suggestions, to help 
assist us in delivering the right 

level of education and to make clear 
communications, revolve around three 
key thrusts:

One is to ensure that we speak to 
the listening ability of the audience 
and ensure that we test the level of 
comprehension by using feedback 
techniques and open ended questioning.

Two is to constructively intervene 
whenever we hear or observe a 
misperception being promoted or 

discussed. Take the opportunity 
to educate and to put things 

right.

Third and perhaps 
most importantly, we 
need to ensure that 
consistent global 
standards are set 
throughout for every 
aspect of our business. 

This is certainly the 
most diffi  cult thing 
to do.

I am, however, very 
much encouraged by 

the constructive level 
of activity that is taking 
place around the world 

to resolve these issues and 
to move forward to a bett er 

level of understanding all 
around. I would encourage 
you all to be steadfast in 

your resolve and be polite 
and constructive in 

your responses and 
interactions. The ability 

to forgive shortcomings 
is indeed a powerful force. 
Please forgive mine.

As usual, there is much to do and 
not a moment to lose.

Daud speaks

As an industry 
we need 

to educate and 
communicate 
effectively

Too many pieces
 in the puzzle? 

Let IFN put it together
 for you.....
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Islamic investment fi rm Arcapita Bank 
recently reported a turnaround to profi t 
in its fi nancial year ended the 30th June 
2011, following two straight years of 
losses as a result of the tough operating 
environment brought on by the global 
fi nancial crisis. 

Due in part to operational effi  ciencies, 
Arcapita’s bett er performance is also 
att ributed to the improvement in world 
economies and market conditions in the 
12 months to June this year. 

However, with fi nancial markets once 
again in a state of fragility, Arcapita, 
which is involved in private equity, 
real estate and infrastructure investing, 
venture capital and investment 
placement, will need to continue 
solidifying its position or risk seeing its 
return to the black short-lived.

A good year
The bank’s return to profi tability, which 
saw it report a net income of US$50.16 
million against a net loss of US$559.39 
million last year, was contributed not 
just by higher recurring and other 
income and management fees, but by 
a turnaround in investment banking 
income, fair value adjustments and 
foreign exchange gains, amounting to 
US$194.79 million. Last year, Arcapita 
reported a combined US$401.48 million 
in mark-to-market, foreign exchange and 
investment banking losses. 

In addition, bett er market conditions 
aff orded a more favorable environment 
for Arcapita’s core private equity business 
and opening up more opportunities for 
it to exit its investments. It completed 
seven full and partial divestments from 
its portfolio which returned US$1 billion 
to the bank and its shareholders in the 
2011 fi nancial year, compared to just 
three exits in 2010,. 

“Based on generally improving 
sentiment, our expectation at the 
beginning of the fi nancial year was for a 
return to growth and economic stability,” 
said Atif Abdulmalik, CEO of Arcapita in 
a statement accompanying its fi nancial 
results. 

He added that: “Market fundamentals 
have remained volatile, but by focusing 
on the areas within our control, 
protecting the bank’s investment 
portfolio, delivering exits where 

appropriate, operation effi  ciency and 
close management of the balance sheet…
we have made our income target for the 
year. We also continue to make progress 
in adapting our business to the changed 
market fundamentals and the evolving 
needs of our investors.”

Nonetheless, the bank’s income 
statements continue to show some 
shortcomings, namely in its vulnerability 
to movements in asset valuations 
and higher allowances for doubtful 
receivables, which grew to US$100.99 
million in 2011 from US$68.23 million 
last year. 

Out of the frying pan, into the 
fire?
Even as Arcapita comes out of one 
challenging period, it seems it is again 
seeing trying times, thanks to the current 
uncertainty in global economies and mar-
kets in addition to political uncertainty 
brought upon by the Arab Spring.  

“The board’s view is that over the short 
term, the global macro environment 
will remain constrained by slow growth 
and continued sovereign debt problems. 
Against this background, we expect 
that Arcapita will continue its focus on 
strengthening the balance sheet and 
leveraging its global investment platform 
to deliver steady growth targets for 
next year,” said Mohammed Abdulaziz 
AlJomaih, the chairman of Arcapita’s 
board of directors in the bank’s fi nancial 
results statement.

Its balance sheet strengthening has been 
in progress since its 2010 fi scal year, 
when it eliminated all of its short term 
interbank liabilities, and has continued in 
its just-concluded fi nancial year. 

With expectations that markets may 
again take a turn for the worse in the 
coming months, building up its balance 
sheet further may be one of Arcapita’s 
best bets to buff er any future downside. 

It will also have to continue diversifying 
its sources of recurring and other income 
and management fees, given that a large 
chunk of its total income is vulnerable to 
the asset price fl uctuations. 

In addition, the private equity market in 
the Middle East has been dealt a blow by 
political upheaval in the region, causing 

fund raising levels to slump and investor 
confi dence to dive. “We as private equity 
fi rms would like to forget about 2011 
and pretend it never existed,” Emad 
Mansour, CEO of Qatar First Investment 
Bank, was recently quoted as saying, 
while Mustafa Abdel-Wadood, CEO 
of private equity fi rm Abraaj Capital, 
said that the Arab Spring created 
short-term volatility and a challenging 
environment in which to secure funding 
for investments. 

Diversifying income
To its credit, Arcapita began taking 
measures to diversify its business in 
2010. Following a review of its business 
conducted last year, it has since identifi ed 
the funds business as a new area on 
which it can rely to help take it to its next 
growth phase.
 
“Alongside its core business of deal-by-
deal investments, Arcapita has made 
good progress in building its funds 
product off ering, building on its track 
record in the industrial warehousing 
sector to develop several funds during 
the year, in Asia, Europe and the Middle 
East. The bank has also built out its 
infrastructure team in preparation for 
similar product expansion within this 
asset class,” it said.

The development of its funds business 
continues from eff orts it put into the 
division last year, when it moved to off er 
funds for investment by international 
institutional investors. 

“We expect that funds will produce 
predictable, recurring revenue streams to 
balance the transaction-based revenues 
from our deal-by-deal model,” it said, 
adding that the addition of the funds 
business comprised a strategically 
important addition to its overall 
operations. Its fi rst fund launched under 
this new initiative was the ARC Real 
Estate Income Fund, set up with Al Rajhi 
Capital. 

With global fi nancial markets behaving 
like a ticking bomb, Arcapita has litt le 
choice but to brace itself for a repeat 
of the recent drought, despite having 
just turned over a new leaf this year. As 
the challenging operating environment 
continues, the bank may need to pin its 
hopes onto a more diverse income stream 
to get through what may be another 
tough year ahead.

Arcapita Bank still faces tough environment despite profit revival
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Despite the signifi cant Muslim 
population in Russia and former USSR 
countries, especially in central Asia, 
estimated at 100 million, Islamic fi nance 
has not become a visible part of the 
fi nancial market so far.

However, the last few months have 
seen the fi rst signifi cant Islamic fi nance 
transaction in the region, by Akbars 
Bank in Tatarstan, Russia. This successful 
deal may boost the development of 
Islamic fi nance in the Commonwealth of 
Independent States (CIS).

Let’s look at the recent developments in 
Islamic fi nance in the major economies of 
the region.

1. Russia
 The population in Russia is estimated 

at 142 million and the Muslim 
population is about 25 million. While 
Russia is not a predominately Muslim 
country, there are several regions 
which are majority-Muslim, such as 
Tatarstan, Bashkortostan, Dagestan 
and others. 

 In terms of education, wealth and 
skills, the populations in these 
regions are not very diff erent from 
the rest of Russia and local experts are 
capable of developing sophisticated 
fi nancial solutions. Islamic fi nance as 
an instrument of obtaining foreign 
investments is oft en encouraged, at 
least at the regional government level. 
In conjunction with the skills of local 
experts and the growing awareness 
of a general preference for halal 
products and services among the 

population, the appearance of Shariah 
compliant fi nancial service solutions 
was just a matt er of time.

 Despite not implementing any 
specifi c legislation to facilitate 
Islamic fi nance transactions, due to 
its modern and neutral tax and legal 
system, Russia was able to launch 
its fi rst long-term Islamic fi nance 
fi nancing solution.

 Akbars Bank’s Murabahah deal
 On the 12th September 2011, it was 

announced that Akbars Bank, the 
largest bank in Tatarstan, had closed 
its fi rst signifi cant Islamic fi nance 
deal, worth US$60 million. This was 
the fi rst Islamic fi nance transaction 
deal in the former USSR region. 
In essence the deal is a one-year 
syndicated Murabahah facility. 
Citibank and the Islamic Corporation 
for the Development of the Private 
Sector acted as lead arrangers and 
bookrunners. 

 Akbars Bank intends to use the funds 
to fi nance its Shariah compliant 
projects in Russia. This deal opens 
the door for other signifi cant Islamic 
fi nance projects in Russia and CIS. 
The transaction was arranged in a tax 
effi  cient way. 

 Ellips Bank’s Islamic window
 On the 23rd March 2011, Ellips Bank 

opened a special branch off ering 
Islamic products and services. This 
branch has a separate intra-bank 
account with the Central Bank of 
Russia to ensure a separation of 
halal funds from non-halal assets.  
The major operations of this branch 
are execution of payments, issuing 
and servicing debit banking cards, 
modifi ed Murabahah facilities and 
several other products.  It is planning 
to develop new Shariah compliant 
products to ensure a wide range of 
fi nancial services.

 Peugeot’s interest free car purchase 
solution

 In August 2011 Peugeot off ered 

its Russian clients a new service: 
the purchase of a new car with an 
interest-free deferral of payment. 
Under the arrangement, upon 
contribution of an initial proportion 
of the total price, the customer 
becomes owner of the car and repays 
the remaining debt over the next few 
years. 

 The company itself does not seem to 
categorize this product as Islamic, 
although under many tests it might 
qualify as Shariah compliant. 
Having said this, the product has 
been specifi cally promoted as 
answering the needs of Russian 
Muslims.  In this case, we see some 
hesitance to position this product 
publically as Shariah compliant, 
as this could aff ect the marketing 
position of Peugeot as perceived by 
non-Muslim customers. 

 Local Islamic fi nance service 
advisors

 It is not only large institutions like 
Akbars, Ellips Bank and Peugeot 
which have launched Shariah 
compliant services this year.  A 
number of smaller service providers 
in Kazan, Ufa and few more 
regions are also eager to pursue 
the development of new Islamic 
fi nance products. These local service 
providers have already managed 
to develop some Shariah compliant 
products, but on average such 
products are signifi cantly (up to 30%) 
more expensive than conventional 
goods and services. 

2. Kazakhstan
 Kazakhstan has a population 

of 16.5 million with about 10 
million Muslims. The country 
has demonstrated a serious 
commitment to developing Islamic 
fi nance, both in the country and 
within the region. In 2009 several 
laws were amended to facilitate 
Islamic fi nance transactions and 
products in Kazakhstan. There are 

Islamic finance: Development stages in Russia 
and former USSR countries 
ROUSTAM VAKHITOV and SERIK ISKAKOV examine the progress of Islamic fi nance in the Russian region and 
conclude that a predominantly Muslim population is not a prerequisite for developing Islamic fi nance solutions.
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many educational and vocational 
programs to educate the population 
about the principles of Islamic 
fi nance and the industry has 
much stronger support from the 
central government compared to 
neighboring countries.

 It has been announced that 
Kazakhstan intends to issue a 
sovereign Sukuk of US$500 million 
in 2011, although these plans have 
not been executed so far. An Islamic 
branch of Al Hilal Bank (UAE) has 
been operating in the country for a 
few years.

3. Azerbaĳ an 
 Azerbaĳ an has a population of 9 

million of which 8.5 million are 
Muslims. It has been reported that 
the International Bank of Azerbaĳ an 
has announced a tender among tax 
and legal consultants to build up to 
opening an Islamic branch, and will 
award the project to a consortium of 
several fi rms. 

 The bank is not established yet but 
most likely will be in the near future.

Conclusion
1. Islamic fi nance is part of the global 

market and follows prett y much the 
same patt erns, e.g. investments come 
fi rst to the major economies of the 
region and also to countries able to 
off er stable, profi table and secure 
projects.

2. A predominantly Muslim 
population is not a prerequisite for 
developing Islamic fi nance solutions 
and local Muslim populations 
in particular regions could be a 
suffi  cient basis for the successful 

operation of particular programs. 
The appropriate client base and 
reliable partners in projects appear 
to be crucial factors for investors.

3. It appears that big projects executed 
by large and experienced players are 
more successful than retail products.

4. The position of the local government 
is an important consideration for 
an investor. In such cases where 
att itudes remain negative, there is 
litt le incentive for an investor to enter 
into a joint venture.

5. Akbars Bank’s deal has opened 
the door for other Islamic fi nance 
solutions and fi nancing instruments. 
It is likely that we will see more 
successful Islamic fi nancing 
structures in the near future.

Roustam Vakhitov is the head of tax and the 
fi nancial consulting department and Serik 
Iskakov is the head of the Islamic fi nance 
structuring department at UFS Investment 
Company. They can be contacted at vrr@ufs-
federation.com and  isk@ufs-federation.com, 
respectively. 
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Islamic fi nance has rarely been so 
frequently on the agenda of the world 
fi nancial system as now, thanks to 
the current fi nancial crisis. Investors 
looking to move from a speculative and 
profi t-based fi nancial system to a risk-
sharing and control-driven system can 
look to Islamic fi nance as a safe haven. 

However, the integration of Shariah 
principles into the fi nancial system 
gives rise to problems that are multi 
dimensional in terms of their political, 
economic and social aspects. 

From a regulatory perspective, most of the 
time it can seem like trying to fi t a square 
peg into a round hole and both regulators 
and institutions face a diffi  cult job. 

Lack of expertise
One of the main issues with Islamic 
fi nance in our current fi nancial market 
is the lack of technical expertise and 
application of standards on a consistent 
basis globally. This is due to the fact that 
every Islamic fi nancial institution (IFI) 
applies Shariah principles in its own way 
through its designated Shariah board. 

Consequently, decisions may vary 
depending on the scholars as well as the 
diff erent mazhabs (schools of thought). 
Islamic fi nance has a relatively young 
history and the services and products 
off ered by IFIs are oft en developed to 
fi ll a gap created by their conventional 
equivalents, which leads to immature 
products that have not been fully tested, 
rather than truly niche market products. 

This is not the case for mature fi nancial 
markets like the US or the UK, where 
a solution to a problem may have 
been found in conventional fi nancial 
instruments in the last century, but new 
jurisdictions such as Dubai and Qatar 
may face such situations. 

Political aspects
Another issue arises from the political 
aspects of Shariah, since this is a code of 
conduct for Islam and regulators coming 
from a strictly secular environment, like 
those in Turkey, may not want to adjust 
their fi nancial system in accordance 
with Shariah. Even in countries where 

the majority of the population is 
non-Muslim, this issue arises in an 
environment which is mostly driven by 
conventional banking practices and a 
lack of consistency in the application of 
Islamic fi nance standards. 

Adjustments
Perhaps the most challenging issue 
comes with the practice of adjusting 
conventional fi nance products into 
Islamic fi nance services and products, 
which are mainly separated from the 
funds raised from depositors. For 
example, a deposit account may be 
opened by an account holder without 
bearing interest. 

However, some jurisdictions do not allow 
such kinds of deposit activity or current 
account facility, since IFIs cannot promise 
any guarantee for the funds they raise. 
Hence this may lead to problems when 
dealing with ordinary customers who 
only want to put some money in their 
bank accounts in order to make ordinary 
payments or carry out simple banking 
transactions.  

During the recent global fi nancial 
crisis, we witnessed some governments 
providing a 100% guarantee for deposits 
with institutions in their fi nancial system, 
which was a rare and desperate solution 
for the volatile state of the fi nancial 
markets but was inconsistent with 
general Islamic fi nance practices. 

Extraordinary times require 
extraordinary measures. But the problem 
is that there is no free lunch when the 

option is choosing between the protection 
of depositors and the collapse of the 
fi nancial system. An example of this is 
when the government and the Central 
Bank of Egypt did not take any corrective 
action during the crisis of 1988 and let 
some small investors (over one million 
individuals) lose their entire savings in 
Egyptian Islamic investment companies 
(which were not regarded as Islamic 
banks by the Egyptian authorities). The 
unregulated environment for Islamic 
fi nance companies in those days created 
an environment conducive to fraud 
but the authorities did not take any 
responsibility for the results. 

Another example is the collapse of Souk 
Al Manakh in Kuwait, an unoffi  cial 
stock market which specialized in 
highly speculative and unregulated 
non-Kuwaiti companies. It resulted in 
investors losing their investments as well 
as defaulting on their loan repayments. 
As the wave of defaults grew, some IFIs 
in Kuwait (including one of the biggest 
international IFIs) were faced with 
collection issues resulting in liquidity 
problems. As a result, the Kuwaiti 
authorities provided some temporary 
aid to investors in order for them to 
meet their obligations, leading to a safer 
fi nancial market.

These two cases show two diff erent 
sides of government action (or inaction) 
leading to diff erent perceptions, where 
the original aim remained the same: a 
sound and safe fi nancial market. Since 
no one can argue against the necessity 
of regulations as well as government 
intervention during hard times, Islamic 
fi nance should have a base for these 
kinds of operations as the concept of 
‘risk-taking’ is at the core of Islamic 
fi nance and the risks involved in the 
cases described above may be deemed to 
be part of this ‘risk’. 

Social issues
Social issues with Islamic fi nance 
arise from the community’s views 
towards Islamic fi nance. Can we 
really expect the same level of Shariah 
compliance in a jurisdiction where the 
population mainly consists of non-

Current challenges of Islamic finance 
Islamic fi nance faces many hurdles but the industry should see these as potential opportunities in a changing fi nancial 
environment. MURAT YOLUKER explores.
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Muslims and conventional fi nancial 
institutions dominate the fi nancial 
market? Furthermore, can we expect 
that investors will have a perception of 
Islamic fi nance as reliable and sound 
if Islamic scholars are able to issue two 
diff erent fatwas regarding the same 
Islamic fi nance product? 

The social aspects of Islamic fi nance 
can be analyzed through diff erent 
perspectives:

• Corporate governance: Having 
the goal of benefi ting society as 
a whole should result in much 
more comprehensive corporate 
governance practices. As Shariah 
requires purifi cation of profi ts earned 
in violation of Shariah through 
zakat (the compulsory giving of 
a set proportion of one’s wealth 
to charity), for example, some 
institutions choose to spend these 
‘tainted’ funds by giving to charities. 
But these institutions should be 
transparent from the beginning, 
which would mean the segregation 
of these sums until they are spent 
by the charitable organizations, as 
the institutions cannot be relieved of 
their responsibilities if the funds are 
improperly spent. 

 The institutions may also be faced 
with anti-money laundering 
and counter-terrorism fi nancing 
issues regarding these charitable 
funds. Shariah scholars may act 
as facilitators of good corporate 
governance throughout those 
institutions since the considerations 
the scholars are supposed to take into 
account are those in compliance with 
Shariah rather than the profi tability 
of the institution. Also, non-executive 
directorship is a good practice for 
challenging the management of the 
institution, since independent views 
of transactions are a growing trend 
in risk and compliance assessment. 
Transparency is also important while 
providing necessary information to 
the Shariah advisors of an institution 
without taking any harmful profi t 
goal into consideration.

 Shariah advisors should also have full 
access to the kind of information and 
personnel throughout the institution 
necessary for them to render an 
appropriate ruling. 

 The accreditation of Shariah advisors 
is also an important issue when 
discussing corporate governance. 
Malaysia’s national Shariah advisory 
council stands as a role model 
for sett ing standards in Islamic 
fi nance. In Malaysia, the civil courts 
and not the Shariah courts have 
the authority to deal with Islamic 
banking and fi nance cases. Since 
the introduction of legislation in 
2009, any deliberation of the Shariah 
advisory council binds the courts 
and must be followed by all IFIs in 
Malaysia. In conclusion, IFIs should 
be pioneers of transparency and 
corporate governance compared to 
their conventional equivalents. 

• Reputation management: In terms 
of their reputation, IFIs will always 
have a beta co-effi  cient larger their 
conventional counterparts. Society 
seems much more sensitive when the 
subject is an Islamic bank. For example, 
the collapse of an IFI in Turkey due to 
the mismanagement of funds created 
a wave of blame and condemnation 
among other IFIs. As a result, people 
have been very hesitant to invest their 
money in these institutions. 

 Due to a change in the regulatory 
framework at the beginning of 
the 2000s, IFIs were designated as 
‘participation banks’ in Turkey and 
made subject to the regulations 
of the Banking Regulatory and 
Supervisory Agency, which requires 
strong corporate governance and risk 
management practices. 

 The reputation factor does not always 

play against IFIs as many of these 
institutions managed to survive 
the latest global fi nancial crisis due 
to the fact that they did not bear 
many of the risks associated with 
toxic assets and dealt mostly with 
trade-related activities. And this was 
well perceived throughout various 
communities. 

 Another point is that a lack of 
standardization of Shariah compliant 
products may create credibility 
issues for Islamic fi nance. Again, 
national and international standard-
sett ing committ ees may overcome 
this problem. As a result, Islamic 
fi nance institutions should manage 
the reputation not only of their 
fi rms but also of the sector itself in a 
professional manner. 

 Communication: Having a sensitive 
business model, Islamic fi nance 
institutions should communicate 
their aims and business practices to 
investors and non-investors in order 
to encourage a broader perception of 
Islamic fi nance throughout diff erent 
segments of the community. These 
eff orts may include training and degree 
programs not only for university 
students but also for everyone who is 
interested, as well as nationwide events 
and regular reports to be published 
in dedicated magazines, newspapers 
etc. Also, Shariah advisory committ ees 
may act as communication channels for 
investors.

 The last, but by no means the 
least important challenge for the 
Islamic fi nance business are the risk 
management policies and profi t-
generating products of the institutions.  
Islamic banks cannot hold interest 
bearing securities like treasury bills 
and bonds, so Sukuk reveals itself as 
not only an opportunity for liquidity 
management but also as a tool for 
fundraising. 

 Central banks should encourage 
national as well as international 
issuances of Sukuk in order to 
meet Islamic banks’ prudential 
requirements and relieve them 
from the restrictions of the 
interbank money market. Moving 
from real estate and asset-based 
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fi nancing structures to a universe 
of innovative fi nancial products, 
Islamic fi nance will need many 
products: from liquidity management 
to complex fi nancial solutions for 
profi t, including an integrated risk 
management approach. 

 Given that Islamic fi nance institutions 
should undertake representational 
faithfulness of transactions (i.e. they 
should record transactions to refl ect 
their economic substance), as per 
the requirements of the AAOIFI, 
they are not supposed to engage in 
speculative/destructive transactions 
purely for profi t. So, when an IFI 
carries out a classical Murabahah 
fi nancing transaction, the institution 
will also need:

• To proceed with the verifi cation of 
the underlying asset; 

• To ensure compliance with the 
Shariah fatwa on a case by case basis;

• To ensure compliance with 
Islamic fi nancial limits (debt to 
assets, cash and receivables held 
in the portfolio, etc.);

• To proceed with purifi cation if 
interest (riba) is in question;

• To make proper and not 
misleading disclosure for any of 
its Shariah compliant securities. 
Disclosure is especially important 
for retail clients as they may not 
able to understand the underlying 
hedge system of a capital 
protected fund, for example. 
Therefore, an innovative Shariah 
compliant product should also 
bear the costs of those items. 

Conclusion
The Islamic fi nance industry faces 
many challenges but should see these 
as potential opportunities in a changing 
fi nancial environment.  

Murat Yoluker is the compliance manager 
at KBH Kaanuun and he can be contacted at 
murat.yoluker@kbh.ae.

Continued

Central 
banks should 

encourage 
national as well 
as international 
issuances of 
Sukuk in order 
to meet Islamic 
banks’ prudential 
requirements

 T o recei ve the la test developments on the global Islamic capital ma rkets
 Read exclusive resea rch repo rts from industry practitione rs every week
 G et to know the leade rs in your industry
 Keep abreast of latest deal flows and funds performances
 Exclusive online access to www.islamicfinancenews.com
 Read exclusive a rticles and case studies in our annual guides and 

 supplements sent to you in hard copy

x 50 online issues
Guides & Supplements

x
G

The tectonic plates have shifted, albeit 
metaphorically. Nations in the Middle East 
and North Africa are caught up in a whirlwind 
of revolution moving across the region, and 
the world waits to witness the full impact of 
the political crisis. If the domino theory has 
its way, the global economy will bear the 
brunt of this catastrophe even before it has 
completely healed from the wounds of the 

However distasteful, this might be a good 
moment to pay heed to the adage that 
behind every crisis lies great opportunity. 
At least that is how NBD-Abu Dhabi Islamic 
Bank (Egypt) chooses to look at things in its 
report. The bank asserts that the best time 

in post revolution Egypt, particularly in the 
light of the political will that comes with a 
new regime.

Not far from the political unrest lies Syria 
which has made incremental steps to 

However, there are many opportunities 
for improvement in Syria as put forward 
in a report by The Scandinavia University, 
including injecting new blood into Islamic 

While not immune to the recent political 
protests, both Yemen and Oman stand in good 

are concerned. Although the development 

Yemen has been a governmental priority for 
a while, the country now needs an Islamic 

says a report by Tadhamon International 

Islamic Bank. And in Oman, while not explicit 
in its laws for facilitating Islamic banking 

of law precludes the need for separate 

BankMuscat’s report.

Ever intertwined with the fate of the 
Middle East economies is the US, where 
opportunities for Shariah syndicated 

institutions expand their knowledge and 

opportunities to originate and participate in 

One strategic approach which may help the 
US market is to concentrate on the high net 
worth individual market as suggested by 
ADCB Meethaq. Their report proposes that 
the HNW market be given top priority, so 
focus is kept on best of breed Islamic banking 
offerings. This will in turn ensure that quality 
service is the key strategy for growth.

In our IFN reports, Uganda, Nigeria and 
Ethiopia are steadily harnessing the potential 

Sukuk are detailed; Korea is on the verge of 
a make or break decision on allowing Islamic 

much touted megabank is considered. 

In Meet the Head, we feature Najmul Hassan, 
CEO of Gulf African Bank, one of the banks 
poised to enter the Ugandan market this 
year, and Senai Desaru Expressway’s  Islamic 
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As someone relatively new to the 
Islamic fi nance world, I was very excited 
to join a fi rm that had well established 
relationships with all the prominent 
Islamic banks in the MENA region and 
a growing presence among the Islamic 
banks operating in the ASEAN region. I 
was keen to discover how the perceived 
liquidity was being invested, especially 
in the syndicated market.

The reality is that syndicated credits 
have not been widely used by Islamic 
banks. There are good reasons for this 
slow development. More importantly 
however, the potential now exists for 
Islamic banks to play a much more active 
role than previously. 

Islamic fi nancing 
There are several conceptual diff erences 
between an Islamic syndicated 
fi nancing and a conventional 
syndicated loan, but ultimately both 
rank pari passu with other senior debt 
obligations of the borrower and cost 
in terms of credit spread. To qualify 
as Islamic, the supporting opinion of a 
Shariah scholar or Shariah board must 
be given.

Islamic syndicated fi nancing refers to the 
participation of a group of institutions 
in a joint fi nancing operation through 
one of the Shariah permitt ed modes of 
fi nancing, which are the profi t and loss 
sharing principles known as Mudarabah 
and Musharakah,  or the mark-up 
principles known as Murabahah and 
Ijarah.

Many Islamic syndicated credits have 
been arranged, and have oft en been 
structured around the Murabahah 
concept which involves an underlying 
asset such as a commodity being sold 
to the obligor on deferred payment 
terms. The syndicate of participating 
banks enters into an investment agency 
agreement with one of the mandated 
lead arrangers acting as ‘wakeel’ much 
like the conventional facility agent. This 
means that conventional and Islamic 
fi nance houses can work together on 

the same deal as long as all the tenets of 
Shariah are complied with. Some scholars 
however have been reticent about the 
Murabahah structure of late.

Although simple, there is a perceived 
opacity about Islamic fi nancing which 

Syndicated financing in the Islamic world: 
Where is the market going? 
DAVID ROBERTS looks into why syndicated credits have so far not been widely used and why the market should now 
develop at a much faster pace.
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has limited its appeal as long as 
conventional alternatives have been 
there.

Market size
Taking a look at the statistics, we can 
see that the crisis of 2007/2008 severely 
curtailed activities in the Islamic 
fi nancing market. Just as annual issuance 
had steeply increased to over US$20 
billion in 2007 and the number of deals 
rose to 27, volumes and number of deals 
fell sharply, and have barely recovered 
since. At least for 2011, there is hope that 
the curve can return to positive territory. 

Post-crisis, it is disappointing to observe 
that despite all the latent liquidity that 
currently exists with Islamic fi nancial 
institutions, deals being printed in the 
Islamic syndications market are few and 
far between.

We can also see that the Islamic 
market is small when compared to the 
conventional market, and represents less 
than 1% in terms of volume for EMEA. 

Why is this?
Quite simply, the great Islamic fi nancing 
machine has failed to get into its stride 
yet.  Islamic banks were severely buff eted 
by the 2007/2008 fi nancial crisis, and 
have been hampered just as much by the 
cheaper conventional fi nancing options 
readily available to their clients. This 
landscape, for reasons explored below, is 
now beginning to change in their favor.
We should also factor in that, in the 

aft ermath of the crisis, international bonds 
and Sukuk issuances have replaced a large 
volume of business that historically was 
undertaken by the loan market. Eurozone 
banks are still repairing their balance sheets 
and are very reluctant to lend other than to 
core clients. Many Islamic banks however 
are the exception and are still open for new 
business as long as it carries the Shariah 
hallmark. 

Sukuk issuances
The chart above shows that Sukuk 
issuances have been reasonably steady 
but have not yet reached the volume peak 
of 2007. With an expected US$1 trillion of 
infrastructure spend alone over the next 
10 years in the Middle East, and more 
than US$250 billion of the Economic 
Transformation Plan spend in Malaysia 
over a similar period, there should be no 
shortage of opportunities for Islamic banks 
or those operating Islamic windows to 
play a major role in fi nancing or arranging 
fi nancing for these assets.

While conventional fi nancing will play its 
part, we can expect to see high volumes 
of Sukuk issuance and Shariah compliant 
syndicated fi nancing. With conventional 
banks becoming further constrained 
in their appetite to lend by seemingly 
endless rounds of regulatory capital 
demands (Basel III, home regulatory, EU, 
IMF, SIFI requirements), plus supervisory 
changes such as the UK ring-fencing 
of retail businesses from investment 
banking, and Solvency II being 
introduced for insurance companies, one 
would expect the Islamic banks to be 
holding all the right cards. 

Borrowers anxious to tap into this 
alternative source of liquidity should 
take note, particularly as conventional 
corporate bond issuance has slowed right 
down due to market turbulence and 
uncertainties in the Eurozone. European 
corporate bond issuance fell from just 
under US$50 billion in March 2011 to just 
US$8 billion in August 2011. As at the 
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30th August 2011, there has been no ‘blue 
chip’ corporate issuance in the Eurobond 
market since the 22nd July. Only within 
the last week selected corporate issuance 
has been possible again. 
 
Uncertainty in the bond markets is good 
news for the loan bankers and will drive 
borrowers to the loan markets as has 
oft en been the case before. Loan bankers 
are expecting a rush of new business if 
the Eurobond markets remain closed. 
Sukuk issuance is also likely to increase.

Islamic banks have not been immune 
from the fi nancial crisis. On the contrary, 
many have been hard hit by the failures 
of the Saad Group, Algosaibi, and Dubai 
World. In Dubai, real estate prices have 
plunged more than 60% since 2007. Local 
and international banks got burnt mainly 
due to their exposure to a relatively 
small number of names related to the 
property sector. With the worst over, 
diversifi cation of asset classes and sectors 
is behind the drive for new business by 
most of the Islamic banks. Real world 
assets, particularly the fi nance of trade 
and inventories for Shariah compliant 
commodities to and from the region, is 
driving business forward. 

Central banks in the MENA region 
have also toughened up, and new 
regulatory measures have been taken 
to help safeguard banks against further 
downturns. This leaves the banks well 
capitalized, with many banks carrying a 

Tier 1 ratio of 15% and no longer relying 
on Tier 2 to absorb losses.

A sign of the returning health of the 
Middle East markets is the recent 
announcement by Investment 
Corporation of Dubai, the investment 
arm of the government of Dubai, that 
it will repay in full a US$4 billion debt 
facility due later this month through 
internal sources. This turned out to be 
bad news for syndicated loan bankers, 
who had arranged and oversubscribed 
a refi nancing which included a US$1.5 
billion Islamic tranche.  However, it 
represented a good show of Islamic 
liquidity.

A new economic crisis?
Islamic banks have one important 
advantage over their Eurozone 
counterparts: they are not 
contaminated by large holdings of 
Eurozone debt. A recent report into 
91 banks from the Eurozone and their 

exposure to sovereign debt highlighted 
the problem. Their exposure to Italy, 
Greece, Portugal and Spain alone 
amounted to EUR733 billion (US$1.16 
trillion). And with a new global 
economic crisis seemingly developing, 
this is likely to further weaken 
conventional banks. 
 
The table of the Libor/Overnight Index 
Spread for US$ illustrates the current lack 
of confi dence in the interbank market. 

The latest credit default swaps (CDS) 
charts as well as the rise in ECB funding 
windows, and the spike in the OIS/
Euribor spread, all indicate that banks 
are losing confi dence again and their 
willingness to lend to each other is 
actually back to levels last seen at the 
height of the 2008 crisis.

The chart illustrating the CDS spreads of 
a cross section of banks shows the recent 
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Islamic fi nancing bookrunners league table 2011 year-to-date

Bank Rank Market share (%) Amount US$ (Million) Issues

Citi 1 27.6 491.54 5

HSBC 2 13.1 232.92 1

RBS 2 13.1 232.92 1

Samba Financial Group 2 13.1 232.92 1

Standard Chartered 5 12.1 216.2 3

Arab Banking Corp 6 7.5 133.7 3

Noor Islamic Bank 7 4.3 76.2 1

National Bank of Abu Dhabi 7 4.3 76.2 1

Abu Dhabi Islamic Bank 9 3.8 68.06 1

BNP Paribas Group 10 1.3 22.5 1

Total year-to-date   1783.16  

There are 
many good 

reasons to believe 
that Islamic financial 
institutions will play 
a more prominent 
role in global finance 
due to the reduced 
lending appetite of 
conventional 
banks

Continued
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If so, send us an email with your suggestions and 
we’ll find the industry’s best to author it. 

Please email your suggestions to 
sasikala@redmoneygroup.com

We’ll then publish it within these pages.

Is there a topic you’d like
to see featured?

spike for Eurozone banks, and relatively 
fl at line for some of the GCC banks. 

Arrangers and bookrunners
With the ranking of the top 10 
bookrunners varying considerably over 
the last fi ve years, there are as yet no 
truly established leaders in the Islamic 
syndicated lending market. We have seen 
Al Rajhi, Noor Islamic Bank, and Dubai 
Islamic Bank high up in the bookrunner 
tables as well as RBS and BNP Paribas in 
the last few years.  Standard Chartered 
Bank and HSBC however have been 
the most consistent over the last fi ve 
years. Citibank leads the 2011 table of 
bookrunners so far.

Industry breakdown 
Over the last fi ve years this has not 
changed, apart from the growth of 
Islamic funding to the real estate sector, 
which represented only 22% of the 
market in 2007. 

Islamic banks in London
The presence of several Islamic banks 
in London - namely Qatar Islamic Bank, 
Gatehouse Bank, and BLME - and their 
progress to date mirrors the market 
elsewhere for Islamic fi nance. It shows 

great potential but the market has not 
yet taken off . These banks are providing 
wholesale and traditional merchant 
banking services to an increasing number 
of clients who typically are seeking new 
sources of liquidity. 

Whilst Shariah compliance is paramount, 
new borrowers are increasingly willing 
to consider the Islamic documentation 
as a means to widen their funding 
base. Activity is expected to increase 
both in Sukuk issuance and structured/
syndicated fi nancing for UK issuers for 
2011 and beyond.

So where will the market be 
in fi ve years? 
There are many good reasons to believe 

that Islamic fi nancial institutions will 
play a more prominent role in global 
fi nance due to the reduced lending 
appetite of conventional banks. The 
Islamic fi nancing market can expect 
much higher volumes over the coming 
years both in Sukuk issuance and 
syndicated fi nancing; and this will grow 
the market share of Islamic fi nance to a 
more respectable level. The consequent 
profi tability of Islamic fi nancial 
institutions will drive their expansion 
into areas as yet untapped, and perhaps 
the concept of a global Islamic bank is 
not beyond our imagination.  

David Roberts is the head of Islamic debt 
origination at Eiger Trading Advisers in 
London and he can be contacted at david.
roberts@eigertrading.com. 
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Global bloodbath in the 
fi nancial market 
In the next two years, incredibly high 
volatility will remain in the global 
fi nancial market, likely to ratt le 
investors and policy makers alike. It 
started with the US debt ceiling debate 
and Standard & Poor’s downgrading of 
the US’s ‘AAA’ rating,  and continued 
with US$3 trillion wiped off  the over-
valued equity market, the European 
debt crisis, riots in London, Bank 
of America losing 51% of its market 
capitalization in 19 days, Morgan 
Stanley bailed out for US$107 billion, 
the S&P 500 down 17% in just 30 days 
and gold reaching an all time high of 
US$1,917/oz on the 23rd August. 

The bloodbath in the fi nancial markets 
will be frightening for many. Fasten your 
seatbelts as we are heading for fi nancial 
Armageddon in many economies.  This 
fi nancial meltdown could destroy your 
wealth as there are headwinds in the 
market. Like a hurricane, the turbulent 
market has altered the landscape. 
However, instead of redirecting beaches 
and streams, the adverse weather 
conditions have changed the dynamics of 
certain asset classes. 

Strategic insight 
I recently met Robert Kapito, the 
president of BlackRock in New York, an 
asset manager with over US$3.1 trillion 
in assets, and asked him what his current 
strategy was for his clients. He shared 
his belief that investors should not run 
away from stocks despite the current 
market volatility and instead, should be 
looking for strategic value in the equity 
market. BlackRock is advising clients 
to hold 60% of their portfolio value in 
stocks, 20% in corporate bonds and 20% 
in commodities.

The Islamic way of investing 
strategically
So, can investors protect their wealth in 
these risky times? Certainly, the Islamic 
fi nancial market can provide much-
needed security for nervous investors 
who are looking for wealth protection 
and safety of their funds. Capital 

protection is the key in these distressed 
times. Islamic investment can provide 
investors, who all have diff erent beliefs/
backgrounds/castes/systems and want 
sustainable returns, with peace of mind. 
In Islamic investment, protection and 
security are given supreme importance 
for the benefi t of the investors. An Islamic 
fi nancial system that combines profi table 
returns with risk frameworks in a volatile 
perspective is the smooth fabric in this 
fi nancial landscape. Many top tier banks 
like HSBC, UBS, Credit Suisse, Citibank, 
Goldman Sachs, JP Morgan, Deutsche 
Bank, BNP Paribas have increased 
their focus on selling Islamic fi nancial 
market instruments/products, which 

are commanding increasing interest, 
even from conventional banking clients 
in developed economies. The Islamic 
fi nancial market is booming in countries 
like Italy, Singapore and the UK. Islamic 
banking runs parallel to the conventional, 
thus providing choices/alternatives 
to the clients. Wealth generation with 
sustainable returns within a fair system 
that benefi ts society is the hallmark of 
Islamic investment.  

Investors can remain ahead of the 
curve in the volatile global market 
and make strategic investments in the 

How to protect your wealth in these turbulent 
times: A strategic game plan the Islamic way
SHAN SAEED discusses sensible wealth protection and Islamic ways of investing strategically.
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Islamic fi nancial market with solid and 
sustainable returns as per their risk 
appetite and asset class. 

1. Stocks
 What should investors do in the 

uncertain equity market? Investors 
need to look at sustainable cash fl ows, 
customer loyalty, mind share and 
above all, a cash rich balance sheet 
(negative debt) of the companies 
while executing due diligence before 
taking positions or making strategic 
investments in the equity market. 

 Investors who are in the accumulation 
phase of their asset portfolio have 
the fl exibility of seeking high total 
returns from their investments 
rather than requiring high current 
yields. Companies with moderate 
dividend yields and substantial 
dividend growth rates have many 
of the benefi ts of dividend paying 
companies. There are some high-
yielding companies and partnerships 
that also off er high dividend growth, 
but most commonly, high dividend 
growth is found among low and 
moderate yielding dividend stocks 
with low payout ratios. 

 With dividend investing back in 
vogue, investors are clamoring for 
income-producing investments 
and value addition in their asset 
portfolios. This is logical and I 
certainly support fi nding a healthy 
stream of investment income. 
However, the caveat here is that not 

all dividends are created equal. As 
with all investments, investors need 
to understand both the potential 
risks and the possible rewards before 
investing any portion of their hard-
earned capital. In the current market, 
three investment strategies are 
important for savvy investors: 
a) Dividend-paying stocks like 

Verizon, Merck, Afl ac, General 
Mills, Lockheed Martin, Boeing 
and Intel;

b) Cash fl ow-sustainable stocks like 
P&G, McDonalds, Nestle, J&J, 
ConocoPhillips, Unilever, GSK, 
Coke and Adidas; 

c) Government-backed stocks, 
including renewable energy and 
healthcare.

Allow me to share some stock charts 
for investors. From 1982 through 2005, 
the Dow Jones Industrial Average rose 
1,400%.

2. Precious metals – gold , silver and 
platinum

 In these chaotic economic times, 
buying spot physical gold and silver 
can save you from downward risk. 
The Islamic market allows only spot 
buying and does not allow future 
buying. Get insurance for your wealth 
and buy precious metals to have a 
safe future going forward.  These are 
real assets. Gold is a classy strategic 
investment to help rich people to stay 
rich. I have been researching gold for 
the last 11 years. Gold will continue 
to be a favorite safe haven for many 
countries across the globe. Gold is 
an asset with no counterparty risk, 
devaluation or default risk. Gold 
could reachUS$2,200/oz in the next 
fi ve months.  

 Silver is one of the safest (with 
high industrial use) and most 
lucrative investments available 
right now and the world’s richest 
private investors are piling in. 
Accommodative monetary policies, 
the ‘fi nancialization’ of commodities 
(i.e. fi nancial investors taking huge 
position in commodities), dollar 
debasement through the fi rst three 
quarters of 2011, insane government 
spending (fi scal indiscipline) and 
the unpredictable behavior of 
decision makers globally are all 
creating favorable macroeconomic 
environment conditions for gold 

and silver. The US dollar demise 
is continuing. Dead dollars don’t 
bounce back. 

If investors can analyze fi nancial history 
they may remember that during the similar 
economic climate of the 1970s, silver went 
on an unprecedented rocket ride from 
US$1.29 per ounce to just shy of US$50/oz 
— an increase of nearly 3,733%. 

While I cannot guarantee that investors 
will see a 3,733% return over the next few 
years, I believe investors could make a lot 
more money in silver over the next few 
years. 

The fi rst thing to understand about silver 
is that it is close to a 5,000 year infl ation-
adjusted low. And while 5,000 years may 
be hard to comprehend, take a look at the 
last 700 years in the chart overleaf. 

As can be seen, silver is beginning to break 
out into a new bull market. To capture the 
biggest gains, investors need to get in soon. 

Continued

The US dollar’s demise

Source: FXStreet.com

US$ Index
88

86

84

82

80

78

76

74
2010 2011

The  Federal debt

US$16

US$14

US$12

US$10

US$8

US$4

US$2

0

Debt has exploded
since 2008

19
85

19
90

19
95

20
00

20
05

20
10

20
15

management service, 2011 research StLouisFed.Org

In
 tr

ill
io

ns

The Islamic 
financial 

market can provide 
much-needed 
security for nervous 
investors who are 
looking for wealth 
protection and 
safety  of their 
funds

Continued



28© 21st September 2011

FEATURE

Subscription Package Benefits

email: subs@islamicfinancenews.com for more information or call +603 2162 7800 today

But that is not all. Silver is incredibly cheap 
right now, especially compared to gold 
at US$1,900/oz. Consider the gold/silver 
ratio. The ratio is now hovering around 
43, which means that it now takes 43 
ounces of silver to buy one ounce of gold. 
Historically, the ratio was only 15. Silver 
could easily increase tenfold in price. Hold 
physical silver. 

3. Agriculture commodities — sugar, 
rice, corn, cott on, wheat

 Investing in agriculture commodities 
and agricultural farmland can 
yield higher returns as people are 
achieving higher personal disposable 
income and also want to eat more. 
Agriculture investment will be the 
best investment for the next fi ve to 
10 years due to changing weather 

patt erns, the huge gap between 
supply-demand and above all, under-
investment in agriculture globally 
for the last 30 years. Just to share, the 
average age of farmers in America is 
58. In 10 years, if they are still alive, 
they will be 68. In Japan, the average 
age of farmers is already 66. So there 
are magnifi cent opportunities in areas 
like agriculture. Producing real goods 
is the key to wealth creation. That is 
where the next fortunes are going to 
be made. Agriculture investment can 
yield higher growth and easily make 

10-17% returns going forward. I am 
bullish on a good mix of sugar, rice, 
corn, cott on and wheat. 

The Islamic fi nancial markets do off er lot 
of opportunities even in the economic 
downturn, with strategic insights that 
can achieve excellent results.  

Shan Saeed is a fi nancial economist and 
commodity expert with 12 years of fi nancial 
market experience. He graduated from the 
Booth School of Business, University of 
Chicago, US.
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Saudi Arabia has puzzled the Islamic 
fi nance industry for quite a while. We 
have been waiting for the ‘sleeping 
Sukuk giant’ to awaken for a decade now. 
In this article we att empt to demystify the 
evanescence of Saudi corporate Sukuk 
issuances as well as putt ing forward for 
the Saudi banks a new proposition for 
the upcoming and unforeseen Sukuk-
generated fee-revenues.

For any sovereign or quasi-sovereign 
Sukuk issuance, the cost of funding 
is relatively cheap due to the solid 
creditworthiness of the obligor. However, 
this is not the case with the less savvy 
and low creditworthy corporate 
borrowers. Apparently, in this part of 
the world, these borrowers are for some 
reason labeled as ‘unbankable’.

GCC bankers argue that the cost of 
funding and the interest rates associated 
with borrowing money are to blame for  
the dearth of corporate issuances. 

How is this so?
For a number of reasons, there is a default 
premium risk att ached to their issuance, 
resulting in higher yields paid to the 
Sukukholders. Given the stronger local 
liquidity conditions and the fact that 
interest rates are at their lowest level, 
naturally the cost of funding for these 
borrowers will be lower if they turn to 
bank loans. 

Abu Dhabi’s Tourism Development & 
Investment Company and Dolphin Energy, 
as well as privately owned Dubai-based 
Majid Al Futt aim Group, have reportedly 
shelved plans to sell bonds this summer 
and tapped banks for at least some of their 

unmet funding needs.
Now Saudi bankers are arguing that 
because of these conditions, Sukuk 
issuances are not appealing for corporate 
borrowers. In other words, borrowers 
will opt for Sukuk when interest rates 
rise. Only then will the cost of funding of 
Sukuk be att ractive for them. 

Even when that happens, the Saudi banks 

are relatively unprepared to acquire a 
share of this market. For some reason, 
Sukuk structuring and origination do 
not appear to be high on their priority 
list. If they do not act swift ly now, they 
will lose revenue to the universal banks 
in Dubai and Bahrain.  Below is a Sukuk 
proposition to tackle this issue.

Saudi Arabia: 10 years = 21 corporate 
issuances
The below table showcases a comparison 

of corporate Sukuk issuances over the past 
10 years between Saudi and Malaysia. 
Over the past 10 years, Malaysia has 
issued 952 corporate Sukuk (worth 
US$49.8 trillion), compared with Saudi 
Arabia which has issued 21 corporate 
Sukuk (worth US$14.2 trillion).

Remember that there is no comparison 
between the size of Malaysia’s economy 
and that of Saudi Arabia. With the Saudi 
government now opening up the biggest 
stock market in the Arab region and 
planning to spend US$400 billion on its 
infrastructure, there are plenty of deals to 
chase in the kingdom, which also benefi ts 
from high oil prices. 

The road map of recovery
Having been able to issue only 
21 corporate Sukuk in the past 10 
years suggests that the Saudi banks 
have signifi cantly miscalculated the 
importance of this niche market. One 
must question how a smaller economy 
like Malaysia has managed to boost 
the corporate market and come up 
with 952 issuances over the same 
period. Below are some key points and 
recommendations for the Saudi banking 
industry:

1) The Malaysian investment banks have 
successfully created demand for what 
seems to be an unbankable market 
from the Saudi banks’ perspective. 
This includes bringing to the market 
sub-investment grade issuance, 
creating what is bett er known as 
the ‘Sukuk junk’ market. In fact, one 
Malaysian bank now specializes in 

How the corporate industry lost its Saudi Sukuk 
MOHAMMED KHNIFER provides an overview of how the Saudi banking industry has ignored the development of 
its internal Islamic debt market, resulting in the loss of potential revenue.

Continued

For any 
sovereign or 

quasi-sovereign 
Sukuk issuance, the 
cost of funding is 
relatively cheap 
due to the solid 
creditworthiness of 
the obligor

Table 1

Corporate Sukuk 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Jan - Aug 2011 Total Pipeline

Malaysia
Size of issues
(US$ million) 1,613 277 3,677 2,080 5,715 3,888 15,793 4,358 2,368 6,727 3,387 49,884 3,253

Number of issues 31 18 25 84 136 86 86 81 75 190 140 952 24

Saudi
Arabia

Size of issues 
(US$ million) 26 818 5,716 1,873 2,260 2,503 1,013 14,210 2,284

Number of issues 1 2 5 4 3 3 3 21 7

Source: Zawya Sukuk monitor www.zawya.com/sukuk. Data is correct as of the 8th September 2011
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these small-size issuances, which has 
contributed to its position as one of 
the world’s top fi ve Sukuk arrangers.

2) The above data shows the spectacular 
miscalculation of the market potential 
for corporate Sukuk Saudi issuances 
by the Saudi banking sector.  If the 
Saudi banks had the right Sukuk 
infrastructure, they could have 
expedited the awakening of corporate 
issuances.  Remember they have 
already lost revenues to universal 
banks that could have been theirs. 
Although any sovereign Sukuk 
issuance is now being outsourced to 
Dubai or Bahrain, HSBC Saudi Arabia 
has dominated the Sukuk market, 
followed by Samab Capital and Saudi 
Hollandi Bank.  Al-Rajhi has the 
potential to excel in this area, and 
certainly can do much bett er.  

3) The current argument by Saudi 
bankers (that it is ‘not economically 
viable’ to specialize in Sukuk 
origination and structuring because 
one established investment bank 
currently dominates the domestic 
market) is not true. We have seen 
from the Malaysian example how the 
domestic banks created a junk Sukuk 
market despite stiff  competition for 
sovereign and quasi-sovereign Sukuk.

4) It is not too late to start building up 
proper infrastructure for highly skilled 
Sukuk teams, as the Saudi corporate 
Sukuk market is still in its infancy.

5) If we want to expedite the awakening 
of the Saudi corporate Sukuk market, 
we need to:

a) Educate corporate clients about 
the full potential of Sukuk in 
terms of capital structure. One of 
the ways of doing that is through 
(Islamic fi nance) relationship 
managers who can bring 
mandates to the table. The current 
level of corporate Sukuk usage 
is quite low. For instance, when 
I was explaining an innovative 
‘clustered’ Sukuk structure to a 
seasoned banker, his response 
was that my thinking was ‘quite 
advanced’ for their corporate 
clients;

b) Have proper regulatory Sukuk 
guidelines;

c) Have a comprehensive legal 
infrastructure in place, in 
particular regarding the 
ownership rights of foreigners.

6) During this transition process, 
many indigenous Islamic fi nance 
GCC talents will fade away if they 
are not given the opportunity to 
be part of Sukuk structuring teams 
which have been and still currently 
are a ‘restricted’ area for them. 
This impression was created by 
the fi rst generation of GCC Islamic 
bankers, who saturated the market 
with conventional types of banking, 
resulting in the poor track record of 
Sukuk structuring in the country.  
With the exception of perhaps 
Bahrain, we have not heard of any 
young GCC Islamic bankers who 
have specialized or have been given 
the chance to be part of an Islamic 
debt team.  If these talents do not 

have the support of their domestic 
banks, then we should not expect the 
universal banks to do so either. 

Saudi banks are losing revenues that 
they could have earned if they had 
properly invested in sett ing up a 
proactive and comprehensive Sukuk 
infrastructure.  As a result, universal 
banks are taking advantage of this gap 
in the market. Domestic banks need 
to act swift ly, otherwise they will be 
mere bystanders when the corporate 
Sukuk market in Saudi Arabia fi nally 
explodes.  

Mohammed Khnifer is an Islamic banking 
practitioner who specializes in Sukuk 
structuring and he can be contacted at 
mkhnifer1@ gmail.com.
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Gold has stood the test of time as a 
precious metal that is rare and highly 
sought aft er. Its price this month 
only proved its enduring popularity, 
surpassing the US$1,900 per ounce mark 
less than two years aft er breaking the 
US$1,000 per ounce barrier in late 2009.

In 2011 the commodity shows no sign of 
decline, with a 29% increase, and looks 
to be headed for its 11th straight annual 
gain. Some skeptics continue to forecast 
the gold bubble bursting in the near 
future but many remain optimistic of 
continued appreciation in gold prices.

Managers of gold funds are confi dent 
that the price of this valuable commodity 
will surge as long as the values of key 
currencies remain on a decline. Demand 
is also on the rise. China, the world’s 
second largest economy, is reportedly on 
a gold buying spree as a hedge against 
infl ation and other economic concerns. 

This has resulted in China’s share of 
global demand for gold rising from 6% 
in 2000 to 18% in 2010. In 2009, China 
announced that it had purchased 454 
tonnes of gold over the past six years. 
So strong is the continued demand that 
gold vending machines will soon be 
available in Beĳ ing for customers to buy 
the precious metal. 

Another emerging economic powerhouse 
that is att racted to this precious metal is 
India. It has been reported that India’s 
households own the largest amounts of 
physical gold in the world, totaling more 
than 15,000 tonnes. India’s fascination 
with the precious metal extends to 
its sovereign, with its central bank 

purchasing 200 tonnes of IMF gold in late 
2009. 

Another big buyer is Russia, which has 
bought about 400 tonnes on the open 
market over the past fi ve years. The 
latest emerging economy to join the fray 
is Mexico, whose central bank acquired 
a total of 93.3 tonnes of gold this year. 
According to the World Gold Council, 
Mexico’s procurement of 78.5 tonnes 
in March made it the largest monthly 
purchase by a central bank in at least a 
decade.
 
Gold is generally prohibited in Islamic 
fi nance as it treats the commodity as 
a form of money. However there are 
several Islamic gold funds that buy and 
store physical gold, thus eliminating the 
elements of leveraging, hedging, lending, 
derivatives or foreign exchange.

The rising price of gold has resulted in 
Shariah compliant gold funds producing 
top returns for the month of August. 
Data provided by Eurekahedge reveals 
that four of the top 10 monthly returns of 

global Islamic funds are invested in gold; 
with the highest providing a return of 
12.35%.

Gold has dipped over 7% since this 
month’s all-time high of US$1,920 per 
ounce however, following reports that 
the European central bank will aid 
troubled fi nancial institutions. Some 
analysts say that the continued surge 
in price is not sustainable. However, as 
long as the global debt crisis prevails, 
investors will continue to fl ock towards 
an asset class that is deemed as a safe 
haven. According to one gold bullion 
fund manager, a conservative allocation 
of at least 10% towards gold can act as a 
hedge in an investor’s portfolio. 

The allure of gold 
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Prudential Al-Wara Asset Management Berhad (PRU Al-Wara') is the Islamic asset 
management  business of Prudential Corporation Asia.  Established in 2009 and 
headquartered in Malaysia, PRU Al-Wara' is responsible  for managing Shariah compliant 
assets on behalf of retail and institutional investors,  as well as onshore and offshore 
institutional mandates.

Visit www.prudentialfunds.com.my for more  information.
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Latest Monthly Returns (Top 10) — Aug 2011 %

ETFS Physical Gold 12.35

ETFS Physical PM Basket 6.09

DWS Noor Precious Metals Securities Fund - Class A 5.29

DSAM Kauthar Gold Fund Ltd 4.56

ETFS Physical Platinum 3.03

ETFS Physical Silver 2.84

Meezan Islamic Income Fund 1.07

PB Islamic Bond Fund 1.03

Meezan Tahaff uz Pension Fund - Money Market Sub Fu... 0.98

Meezan Tahaff uz Pension Fund - Debt Sub Fund 0.96
Source: Eurekahedge
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ADIB’s new commodity notes
UAE: Abu Dhabi Islamic Bank (ADIB) 
has launched its 100% capital protected 
ADIB Diversifi ed Basket Note, which is 
based on the Murabahah principle. 

The notes, which off er an investment 
plan of three years, will enable investors 
to capitalize on the probable price 
increase of eight commodities, namely 
aluminum, corn, cott on, gold, lead, 
nickel, oil and sugar. 

Subscription will be on a fi rst come fi rst 

served basis and is available from the 10th 
September until the 13th October, with a 
minimum subscription of US$30,000.

Fund requirements met
KUWAIT: Global Investment House has 
announced that it has taken the necessary 
measures to ensure that all its Kuwait-
based funds adhere to the Capital Market 
Authority’s new requirements.

The funds are: Al-Durra Islamic Fund, 
Global Islamic Fund, Global Al-Ma’moun 
Fund, Global Bond Fund, Global Local 

Fund, Global 10 Large Cap Index Fund 
and Global KD Money Market Fund.

New Islamic commodity fund
SAUDI ARABIA: HSBC Saudi Arabia 
has launched its new open-ended Islamic 
HSBC Amanah Commodity Index Fund, 
which will track the performance of a 
commodity index.

The fund will target a passive investment 
strategy with a focus on retail, premier 
and private client segments.

An IFN Asia 2011 Update
The IFN Asia Forum 2011 is drawing closer. To be held from the 17th until the 19th October in Kuala Lumpur, new updates for this three-day 
event focusing on issuers, investors, equities & fi nancial markets and the Takaful & re-Takaful sectors include a special focus on cross-
border Islamic equity funds; an overview on the Takaful market, its current investor base and increasing market penetration; as well as a 
discerning look at investor appetite in today’s Islamic investment environment. 

Cited as one of the most relevant industry events, the IFN Asia Forum 2011 aims to deliver for the sixth consecutive year, by putting forth 
the most current and pertinent issues within the industry for discussion; featuring market players from the industry’s leading institutions, 
including Global Banking Corporation, Bursa Malaysia, KPMG, Bank Muamalat Indonesia, International Shariah Research Academy for 
Islamic Finance (ISRA), HSBC Amanah, Standard Chartered Saadiq, Dow Jones Indexes; as well as regulators from the world’s leading 
Islamic fi nance jurisdictions. 

Latest updates:
• A country presentation on the Japanese Islamic fi nancial markets by Naoki Ishikawa - Partner, Mori Hamada & Matsumoto.
• Breakout sessions featured by the Luxembourg for Finance and the Kuala Lumpur Regional Center for Arbitration.
• The event, which is supported by the Malaysia International Islamic Financial Center (MIFC) and Luxembourg for Finance amongst 

others, also features Affi n Bank and HSBC Amanah as its new associate sponsors.

Latest Key Speakers Confi rmed Include:
• Mohamed Donia - Chief Executive Offi cer, Ideal Ratings
• Oscar Silva - Chief Executive Offi cer, Global Banking Corporation
• Zati Sankhavanija - President & Chief Executive Offi cer, Amanah Leasing 
• Dr. Aznan Hasan - Shariah Advisor, Bursa Malaysia
• Ahsan Ali - Global Head of Islamic Origination, Standard Chartered Saadiq
• Indri Pramitaswari Guritno - Partner, Banking, Finance and Major Projects, Hadiputranto, Hadinoto & Partners
• Ehsan Zaheed - Chief Executive Offi cer, Amana Takaful Sri Lanka
• Tn Haji Md Noor Hj A Rahman - Chief Executive Offi cer, OSK-UOB Islamic Fund Management
• Zainudin Ishak - Chief Executive Offi cer, HSBC Amanah Takaful (Malaysia)
• Neil D Miller - Global Head Islamic Finance, KPMG
• Farouk Al-Wyni - Executive Director, International Banking & Financial Institution, Bank Muamalat Indonesia
• Marcel Papp - Head Retakaful, Swiss Re Retakaful
• Associate Prof. Dr. Mohamad Akram Laldin - Executive Director, International Shari’ah Research Academy for Islamic Finance (ISRA)
• Eldred Buck - Managing Director, Eiger Trading Advisors
• Mukhtar Hussain - Chief Executive Offi cer, HSBC Bank Malaysia Berhad & Global Chief Executive Offi cer, HSBC Amanah
• Rafe Haneef - Chief Executive Offi cer, HSBC Amanah Malaysia Berhad

17th to 19th October 2011, 
Kuala Lumpur Convention Centre
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As the global Sukuk market approaches 
the US$200 billion mark in terms of 
total issuance, this is an opportune time 
to take a step back to refl ect on where 
the market stands with respect to the 
Islamic fi nance industry and answer 
some of the questions frequently asked 
about the market with respect to size, 
liquidity and diversity, and their impact 
on the outlook we can look forward to.

The good news about Islamic fi nance is 
that it is demand-driven and demand 
originates on the retail side.  The man on 
the streets of Jeddah, Kuala Lumpur or 
Lagos understands what riba is and seeks 
ways to avoid it.  

Islamic banks and fi nancial institutions 
continue to be the primary benefi ciaries 
of this trend, growing at compound 
annual growth rates of around 30% 
since 2000 and set for continued growth.  
Islamic banks command the majority of 
the US$1.3 trillion att ributed to Islamic 
fi nance.

Islamic banks are off ering increasingly 
att ractive and relevant products to clients 
and are competing with conventional 
counterparts eff ectively so that in most 
jurisdictions with regulations for Islamic 
banks, Shariah compliant institutions are 
gaining market share and growing faster 
than their conventional peers.

This is not to say that Islamic banks and 
fi nancial institutions have it easy.  The 
global fi nancial crisis highlighted the 
risks associated with concentrated and 
relatively large allocations to equities 
and real estate as well as limited 
liquidity and risk management tools to 
manage balance sheets.  Transparency, 
governance and regulation are all 
important issues that are as relevant 
today as they were two and half years 
ago.

Progress, however, has been tangible 
on all of the above.  Banks have 
improved their liquidity metrics and 
with the help of Shariah scholars and 
other service providers have innovated 
structures and contracts to diversify 

The wonderful world of Sukuk
Islamic fi xed income funds are heavily dependent on the Sukuk market. MOHIEDDINE KRONFOL provides a 
detailed insight into the global Islamic bond market and its outlook.

Performance: Dow Jones Citigroup Sukuk Index
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portfolios and bett er manage fi nancial 
risks.  Regulators in Malaysia, Saudi 
Arabia and Kuwait have propagated 
rules improving the Shariah compliant 
architecture for banks, asset management 
companies and Takaful companies.  
Central banks and fi nance ministries 
in the UAE, Indonesia, Gambia and 
Pakistan joined Malaysia, Bahrain and 
Brunei in issuing short-term Sukuk 
to manage liquidity. New multilateral 
institutions like the International Islamic 
Liquidity Management Corporation 
(IILM) complement the eff orts of older 
institutions like the Islamic Development 
Bank and others to support the industry.  
Interest in Islamic fi nance continues 
unabated with China, Nigeria, Lebanon, 
Thailand, the Philippines, Singapore, 
France, the UK and others announcing 
various initiatives.  

In the midst of all this change, Sukuk 
continue to occupy a central role.  Policy 
makers, multilateral institutions, Shariah 
scholars, banks and asset management 
companies all see the tremendous benefi t 
of large, liquid and deep Sukuk markets.

It is good news that three years aft er 
Lehman Brothers’ demise, almost to the 
day, Sukuk markets are signifi cantly 
larger, more liquid, more diversifi ed, 
and bett er researched with multiple 
precedents for restructurings and paths 
post-default.

Growth has returned to the Sukuk 
market and the technical dynamics 
have been improving and increasingly 
supportive of fi nancial performance, 
especially relative to broader credit 
markets struggling with Eurozone 
debt contagion and decreasing investor 
confi dence globally.

Year-to-date Sukuk performance has 
been strong.  The market is up 5.3% 
with signifi cantly less volatility in prices 
than other risk assets.  Comparisons to 
equity, real estate or even global credit 
highlight the relative outperformance 
of Sukuk when the fundamentals of 
Islamic fi nancial institutions and the 
economies they operate in are strong and 
improving.  

Issuance
Sukuk issuance has recovered from the 

Continued
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challenges of 2008, not just in quantity 
but quality as well.  Since 2005, the 
number of larger, international and 
more liquid transactions has increased 
signifi cantly and consistently.  This has 
improved the quality of benchmarks, 
portfolios as well liquidity in the 
secondary markets.

Liquidity
Frequently cited as a key restraint for 
participation in Sukuk markets, liquidity 
is oft en assumed to be static and low, 
or even dangerously unavailable.  This 
is simply incorrect.  Like any feature 
of a market, especially a developing 
one, liquidity goes through cycles and 
is necessarily a function of several 
factors, including investor confi dence, 
liquidity on the balance sheet of market 
participants, and expected returns among 
others.

Therefore, diff erent Sukuk have diff erent 
liquidity profi les that vary over time.  
The credit quality of the issuer, the size 
of the issue and security specfi ic risks 
all aff ect liquidity, as they would a 
conventional bond for each of the issuers 
below.

The important fact is that liquidity has 
improved, with most issues trading 
at bid-off er spreads comparable to 
conventional counterparts, facilitating 
more active secondary market trading 
and improving the quality of market 
signals to issuers and investors alike.

Underlying this improvement in liquidity 
are several factors.  The successful 
restructuring of Dubai World and other 
troubled issuers added a signifi cant 
measure of confi dence in the market and 
improved demand.  

Improved balance sheets of Islamic 
fi nancial institutions, whether lower loan 
to deposit ratios, higher capital adequacy 
ratios or successful recent issuance, 
provide necessary support and stability 
to market prices.   

Liquidity across the GCC, confi rmed 
by declining interbank borrowing rates 
and an increase in credit extended to 
the private sector, also continues to 
support prices, even in the face of serious 
contagion from global credit markets.  

Economic growth in Malaysia, high 

Annual issuance by sector
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Issuers Day – 17th October, Monday 

Investors Day –18th October, Tuesday

Takaful & re-Takaful Day – 18th October, Tuesday

Equities Day – 19th October, Wednesday   

No fee to attend but seats are limited
Only applicable to those days relevant to your business

*This is not a confirmation. Successful registrants will be notified via email by the organizer.

www.ifnforums.com
Organized by: 

reserves and capital fl ows into the 
country, as well as concerted and serious 
eff orts to establish Kuala Lumpur as a 
global hub for Islamic fi nance, further 
support demand for Sukuk as well as the 
credit quality of many issuers. 

Diversifi cation
The Islamic fi nancial product 
off ering continues to develop rapidly 
and we have witnessed a material 
improvement in structural and legal 
standardization. Regulatory bodies 
have been quite successful at reforming 
and strengthening market regulation, 
standardization and authenticity 
(AAOIFI, IFSB and IIRA) making 
investments across borders possible as 
well as att ractive.

Even though the disparity between 
MENA and Asian investment 
characteristics is still signifi cant, this 
should diminish as both regions continue 
to grow and improve their respective 
fi nancial architecture.  

Countries and companies that care 
to issue Sukuk have precedent and 
templates that facilitate the process 

and reduce the costs of tapping a new 
investor base.

The increase in issuance, issuers, 
innovation and diversity is helping 
the market move deliberately to more 
authentic Shariah compliant products 
such that future Sukuk investment 
returns will resemble neither pure fi xed 
income nor pure equity return profi les; 
an incredibly important objective of 
Islamic fi nance as well as a very att ractive 
investment proposition to investors.

Outlook 
The outlook for global Sukuk is very 
positive and exciting.  Momentum is 
favorable and recent developments very 
constructive, encouraging and rewarding.  

While we wait to welcome new issuers 
and innovations, it is important to focus on 
important governance issues that are not 
refl ected in the growth numbers above.  

New issuance should set bett er standards 
of transparency, not just from the 
companies raising funds, but from the 
special purpose vehicles created to issue 
the Sukuk.  

Trust assets underlying Sukuk should 
be clearly identifi ed and segregated 
from balance sheets, auditors and 
lawyers should maintain accounts 
and documentation post-issuance and 
regulators can be more aggressive in 
making sure contractual obligations 
underlying Sukuk are respected and 
enforced.  

All market participants should contribute 
to the development of a culture of 
credit that encourages due diligence, 
and governments need to promote 
bankruptcy regimes that encourage 
investment and risk taking. 

The recent past supports our optimism 
for the future of Sukuk and the 
increasingly important role it has to 
play in the development of Islamic 
fi nance and, hopefully, global fi nancial 
markets.

Mohieddine Kronfol is chief investment 
offi  cer (fi xed income/Sukuk) for Franklin 
Templeton Investments (ME) and a member 
of Franklin Templeton’s Fixed Income 
Group and Local Asset Management Team. 
He can be reached at mkronfol@frk.com.

Continued
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*FUND PORTFOLIO COMPOSITION 
Cash 9.51%

Equities 4.47%Money Market  
5.69%

Fixed Income 68.05%

What led to this fund being launched?
As the pioneer of Shariah mutual 
funds in Indonesia, PNM Investment 
Management is actively providing 
investors with a selection of Shariah 
products. Aft er launching the Shariah 
mixed mutual fund, PNM Amanah 
Syariah was introduced to fulfi ll the need 
for Shariah-based fi xed income mutual 
fund products. 

Why has this particular region / asset 
class been chosen?
There was demand for a Shariah 
compliant fi xed income mutual fund, 
especially from institutional clients.

What are the key factors that drive the 
fund’s performance?
Since the majority of product’s 
underlying assets are fi xed income 
instruments, the key factor which 
aff ects its performance is interest rates, 
which depend on the infl ation rate 
expectation and the benchmark central 
bank rate. 

Who are your investors?
Domestic institutional investors such as 
pension funds, insurance companies and 
retail investors.

What specifi c risks does the fund take 
into consideration? And why?
Credit/default risk, liquidity risk and 
interest rate risk. Credit risk can be 
minimised by investing in diversifi ed 
quality assets. Liquidity risk is managed 
through tactical allocation between liquid 
and high yield asset types. Interest rate 
risk is optimised by managing portfolio 
duration. 

What are the sectors you are heavily 
invested in and why?
Sovereign Sukuk (Indonesian) for 

their superior liquidity and sizeable 
outstanding emission.

What are the sectors you have recently 
exited and why?
Very short-term sovereign Sukuk 
(Indonesian) as the yield went down 
below the time deposit rate.

How has this change aff ected your 
portfolio of this fund?
A slightly bett er yield and shorter 
duration.

What is the rate of return of this fund? 
Current gross yield to maturity is around 
7%, but I would expect this to rise once 
we change the portfolio to a longer 
duration of three to four years, as the 
current duration is only two years.

What is the market outlook for this 
fund?
Current market outlook for the fund 
is very positive. The Shariah market is 
growing in Indonesia, which is the most 
populous Muslim country in the world. 
The government of Indonesia increased 
liquidity by launching retail Sukuk in 2009.  

How has this fund performed compared 
to your initial expectations?
When the fund was launched the target 
was a benchmark of an average of six-
month time deposits of four state-owned 
banks. The fund has outperformed the 
benchmark consistently.

Has your strategy for this fund changed 
since inception, and if so how?
Our strategy has certainly changed 
several times, mostly regarding decisions 
over the equity portion of the fund. 
Currently we have no plans to make any 
material changes in the near future.

PNM Amanah Syariah 
The fund’s objective is to achieve optimum long-term asset growth through investment in bonds, money market 
instruments, and equities which comply with Shariah rules and guidance. The fund is actively managed and lays 
emphasis on Shariah bonds.

FACT SHEET

Fund manager Thauriq Anwar

Trustee Deutsche Bank

Shariah 
advisors

Prof Dr Didin 
Hafi dhuddin, MSc. 

Prof H H Ali Yafi e
Dr Syafi ’i Antonio 

Benchmark 
(Index)

Average six-month time 
deposits of four state-
owned banks (Bank Rakyat 
Indonesia, Bank Nasional 
Indonesia, Bank Mandiri, 
Bank Tabungan Negara)

Domicile Indonesia
Prices/NAV’s are quoted 
in Indonesian rupiah 
(IDR)

Inception date 1st September 2004

Fund 
characteristics 
*(as of the 19th 
August 2011)

Fund Type – Open / 
Closed
Open
Fund Size
IDR121.094 billion 
(US$13.8 million) 
NAV per share
IDR1,580.96 (US$0.000018) 
Minimum / Subsequent 
Investment
IDR500,000 (US$57.1)
Management Fee
1.5% p.a
Dividend policy
No dividend policy

*FUND PERFORMANCE
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*PERFORMANCE SUMMARY
Total returns PNM Amanah 

Syariah

YTD Return 4.27%

Cumulative return since 
inception

58.1%

Annualized return since 
inception

8.4%
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Comprehensive data from Eurekahedge will now feature the overall top 10 global and regional funds based on a specifi c duration (yield to date, annualized returns, 
monthly returns), Sharpe ratio as well as delve into specifi c asset classes in the global arena – equity, fi xed income, money market, commodity, global investing (which 
would focus on funds investing with global mandate instead of a specifi c country or geographical region), fund of funds, real estate as well as the Sortino ratio. Each table 
covering the duration, region, asset class and ratio will be featured on a fi ve week rotational basis.

Eurekahedge Asia Pacifi c Islamic Fund Index

Top 10 Monthly returns for Emerging Markets for ALL funds

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Islamic Income Al Meezan Investment Management 1.07 Pakistan

2 PB Islamic Bond Public Mutual 1.03 Malaysia

3 Meezan Tahaff uz Pension - Money Market Sub Al Meezan Investment Management 0.98 Pakistan

4 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 0.96 Pakistan

5 Atlas Islamic Income Atlas Asset Management 0.95 Pakistan

6 Atlas Pension Islamic - Debt Sub Atlas Asset Management 0.93 Pakistan

7 AMB Dana Arif Amanah Mutual 0.87 Malaysia

8 Atlas Pension Islamic - Money Market Sub Atlas Asset Management 0.81 Pakistan

9 AmBon Islam AmInvestment Management 0.80 Malaysia

10 Public Islamic Bond Public Mutual 0.79 Malaysia

* Eurekahedge Emerging Markets Islamic Fund Index -4.99

Top 10 Monthly returns for Developed Markets for ALL funds

Fund Fund Manager Performance Measure Fund Domicile

1 ETFS Physical Gold ETFS Metal Securities 12.35 Jersey

2 ETFS Physical PM Basket ETFS Metal Securities 6.09 Jersey

3 DWS Noor Precious Metals Securities - 
Class A

DWS Noor Islamic Funds 5.29 Ireland

4 ETFS Physical Platinum ETFS Metal Securities 3.03 Jersey

5 ETFS Physical Silver ETFS Metal Securities 2.84 Jersey

6 CIMB Islamic Commodities Structured 2 CIMB-Principal Asset Management 0.72 Malaysia

7 Solidarity International Real Estate Solidarity Funds Company 0.52 Bahrain

8 USD International Trade Finance - (Al Sunbula) Samba Financial Group 0.09 Saudi Arabia

9 Euro International Trade Finance - 
(Al Sunbula)

Samba Financial Group 0.09 Saudi Arabia

10 SR International Trade Finance - (Al Sunbula) Samba Financial Group 0.09 Saudi Arabia

*Eurekahedge Developed Markets Islamic Fund Index -4.49
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* Based on 87.36% of funds which have reported August 2011 returns as at 20th September 2011 

* Based on 79.38% of funds which have reported August 2011 returns as at 20th September 2011 
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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

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.

Top 10 Return for Islamic Fixed Income Funds by 3 Month

Fund Fund Manager 3-Month Return (%) Fund Domicile

1 CIMB Islamic Sukuk CIMB-Principal Asset Management 3.49 Malaysia

2 Meezan Tahaff uz Pension  - Debt Sub Al Meezan Investment Management 2.86 Pakistan
3 Atlas Pension Islamic  - Debt Sub Atlas Asset Management 2.59 Pakistan
4 AmBon Islam AmInvestment Management 2.55 Malaysia
5 PB Islamic Bond Public Mutual 2.48 Malaysia

6 Public Islamic Bond Public Mutual 2.40 Malaysia

7 RHB Islamic Bond RHB Investment Management 2.14 Malaysia
8 BNI Dana Syariah BNI Securities 2.03 Indonesia
9 Public Islamic Select Bond Public Mutual 1.74 Malaysia

10 Mega Dana Obligasi Syariah Mega Capital Indonesia 1.44 Indonesia
* Eurekahedge Islamic Money Market Fund Index 0.62

Top 10 Annualized Sortino Ratio for ALL Islamic funds

Fund Fund Manager Annualized Sortino  
Ratio Fund Domicile

1 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 12.52 Pakistan

2 Commodity Trading - SAR Riyad Bank 9.47 Saudi Arabia
3 Alliance Islamic Money Market Alliance Investment Management 6.92 Malaysia
4 Kagiso Islamic Equity Kagiso Asset Management 5.47 South Africa
5 Public Islamic Bond Public Mutual 3.45 Malaysia

6 PB Islamic Bond Public Mutual 3.32 Malaysia

7 Al Dar Money Market ADAM 2.77 Kuwait
8 Public Islamic Select Enterprises Public Mutual 2.71 Malaysia
9 Public Islamic Select Bond Public Mutual 2.31 Malaysia

10 Atlas Pension Islamic - Money Market Sub Atlas Asset Management 2.25 Pakistan
* Eurekahedge Islamic Money Market Fund Index 0.03

* Based on 88.57% of funds which have reported August 2011 returns as at 20th September 2011

* Based on 90.20% of funds which have reported August 2011 returns as at 20th September 2011 
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Eurekahedge Islamic Fund Fixed Income Index over the last 5 years Eurekahedge Islamic Fund Fixed Income Index over the last 1 year 
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Takaful
Cover story

In terms of relative maturity and the 
depth of its internal processes, Saudi 
Arabia’s insurance industry has a long 
way to go before its full potential can 
be att ained. While the kingdom has 
in many ways been a pioneer in the 
adoption of mandatory minimum health 
insurance, it has lagged in creating 
opportunities for some of the other 
key lines, such as motor insurance, and 
particularly in regard to insurance and 
Takaful regulation.

All Saudi Arabian insurance legislation 
stems from the cooperative insurance 
regulations of 2003 that provided the 
basis for all insurance and Takaful 
operation in the country. Prior to that 
the Saudi Arabian insurance sector was 
largely unregulated as conventional 
insurance was deemed impermissible 
under Shariah law and the only coverage 
off ered was through a monopolized 
state-run cooperative.

This cooperative system has had a 
lasting eff ect in that no specifi c Takaful 
legislation currently exists and as such, 
Takaful operators are only subject to the 
aforementioned law with no regulatory 
framework. It has however meant that 
the government has been able to quickly 
roll out mandatory insurance edicts, such 
as that seen for life insurance.

Takaful is further impeded by a lack 
of guidance from the Saudi Arabian 
Monetary Authority (SAMA) which, 
having off ered strict guidelines on 
product development and Shariah 
compliance, has had limited impact on 
the operational standards and procedures 
of Takaful companies. Overseas entities 

wishing to enter the Saudi Arabian 
market must do so through highly 
restrictive partnership agreements, 
which place numerous barriers on their 
activities and product suites.

These gaps are being fi lled gradually, and 
the entry of more players into the Saudi 
market is part of that process. However, 
the opening up of the market means that 
the need for increased scrutiny of the 
sector is now greater than ever.

Operational standards
However, this dearth of operational 
guidelines is now being turned into 
an advantage by the Saudi Arabian 
authorities. Even as new players are 
being created, the kingdom is putt ing in 
place a much-needed regulatory regime 
that is set to place a high standard on 
operational procedures, backed by strict 
guidelines on compliance. The size of 
Saudi Arabia’s population, combined 
with its favorable demographics, should 
mean that in a relatively short timeframe, 
Saudi Arabia could quickly become the 
premier insurance and Takaful market in 
the GCC.

The latest regulatory reform relates to the 
sett ing up of an ‘audit committ ee’ by all 
insurers and reinsurers operating in the 
kingdom. Put out in July 2011, the draft  
regulation calls on all players to create 
internal systems to maintain records 
and thus be in compliance with all new 
regulations. Companies must establish 
suitable writt en controls and procedures 
to ensure and monitor compliance. 

It is not yet clear what impact these 
regulations will have on Takaful 
operators and if concessions will be given 

to the Takaful model. Non-compliance 
will lead to enforcement action by 
SAMA, though at this point it has not 
been spelt out as to what this will entail.

Outlook
There is a highly optimistic outlook for 
the Saudi Arabian insurance sector as 
there is strong inherent growth potential 
within the market. Ernst and Young 
(E&Y) back up this assertion, claiming 
that Saudi Arabia is the largest Takaful 
market in the GCC, seeing nearly 
US$8.9 billion in contributions over 
the course of 2010. The country is also 
expected to see the largest growth going 
forward, as favorable demographics 
and oversaturated insurance markets in 
neighboring countries hinder growth. 
Should the Saudi Arabian authorities be 
able to off er a well-regulated domestic 
insurance sector, it will prove to be a 
welcome external market for many 
of the larger Takaful players in the 
UAE and Bahrain, not to mention the 
larger international players faced with 
increasing domestic competition.

The Saudi Arabian insurance industry 
has emerged as one of the fastest 
growing insurance industries across the 
world with the kingdom’s insurance 
industry exhibiting tremendous growth 
during the past few years, providing 
lucrative opportunities for both existing 
and new market entrants, specifi cally 
regarding motor insurance which 
according to RNCOS will grow at a 
CAGR of over 33% during 2011-2013.

 www.takaful-ikhlas.com.my

For more information, please call 03-2723 9999

21st September 2011 

Brought to you by

Shake-up of Saudi regulations

In this issue...
News ..... ..............................................................34
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TAKAFUL NEWS

Traditionally at opposite ends of the trading spectrum, the question of 
whether to invest in equities or commodities is an age-old conundrum 
for investors. Current market conditions have been favorable towards 
commodities, whilst Islamic investors are showing increasing interest 
in the equities space.? 

Download your free copy at www.islamicfinancenews.com/2011_IFNsupplement_IslamicInvestor.asp

Cover story

Islamic Investor 
Equities Vs. Commodities

Features
Islamic
REITs

Islamic
ETFs

Chapter
Hedging & Risk
Management Solution

Results
IFN Islamic
Investor Poll 2011

September 2011

Eyeing higher premiums 
INDONESIA: Asuransi Sinar Mas is 
targeting premium income of IDR40 
billion (US$4.6 million) from its Shariah 
unit at the end of this year, a 90% 
increase from its total premium income 
last year, which stood at IDR21 billion 
(US$2.4 million).

To reach this goal, the Shariah unit needs 
to obtain an additional premium income 
of IDR10 billion (US$1.1 million) in the 
last four months of 2011.

New association to include 
Takaful
BRUNEI: The General Insurance 
Association of Negara Brunei 
Darussalam (GIAB) is likely to be 
replaced by the Brunei Insurance & 
Takaful Association by next year due to 
the growth of Takaful in the country.

Helen Yeo, the chairman of GIAB, 
confi rmed that paperwork had been 
submitt ed to the Registrar of Societies to 
register the new association.

Re-Takaful driving demand
GERMANY: The rising global demand 
for reinsurance can be att ributed to the 
growth of re-Takaful, according to Andre 
Arrago, a member of the executive board 
of Hannover Re.

He said that demand is expected to 
further increase with the upcoming 
World Cup 2022 in Qatar, adding that 
the company sees a continuing trend in 
the 20% annual growth recorded in its 
Middle East portfolio.
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MEET THE HEAD

Kevin Xayaraj Tay, 
CEO,
Sabana Real 
Estate Investment 
Management 

Kevin Xayaraj Tay has more than 
19 years of experience in real estate 
investments, development and 
asset management in the property 
markets. Prior to this, Tay was the 
director of real estate investments at 
TCP [formerly known as Emirates 
Tarian Capital (S)] from October 
2009 to August 2010. He was the 
senior manager of marketing at 
Cambridge Industrial Property 
Management from January 2009 to 
August 2009.

Could you provide a brief 
journey of how you arrived 
where you are today? 
During the global fi nancial crisis in 2008-
2009, Singapore’s industrial property 
prices weakened. In the fourth quarter 
of 2009, we noticed that the industrial 
property sector was bott oming out 
which gave us an opportunity to acquire 
quality buildings at att ractive prices. 
At the same time, we met numerous 
potential investors in Singapore and 
Malaysia to get their views and feedback 
on a potential GCC Shariah compliant 
industrial REIT to be listed in Singapore. 

Their feedback was very positive as 
the market had been waiting for such 
a product for a long time. We then 
started to assemble our IPO professional 
working group with the aim of launching 
the IPO within a year. Sabana Shariah 
Compliant REIT was successfully 
listed on the SGX on the 26th November 
2010. This is the fi rst in Singapore and 
the world’s largest Shariah compliant 
REIT by total assets. More importantly, 
Sabana REIT has been able to att ract 
approximately 25% of its investors from 
the GCC region, which is unprecedented.  

What does your role involve? 
As the CEO of Sabana Real Estate 
Investment Management, and 
the manager of Sabana REIT, my 
responsibilities are varied. I select 
the best people to work for us and 

ensure that our staff  are motivated and 
committ ed to their jobs. As Sabana REIT’s 
manager and decision marker, I make 
connections with industry players to 
source att ractive deals for the REIT. I also 
conduct due diligence on the shortlisted 
properties and head negotiations for the 
transactions. Lastly, as a communicator 
for our cause, I meet up with investors 
around the world and speak regularly at 
international conferences to educate the 
public about Islamic fi nance and Shariah 
compliant investing. 

What is your greatest 
achievement to date? 
To have successfully launched and listed 
Singapore’s fi rst and the world’s largest 
Shariah compliant REIT within a year. 
This is an amazing feat for me given that 
we had to form our IPO team, sort out 
complex IPO processes, assemble our 
property portfolio and list Sabana REIT 
within a short 12-month period. Since 
Sabana REIT’s IPO, we have already won 
fi ve international awards.

Which of your products/
services deliver the best 
results?
Despite the current market turbulence, 
Sabana REIT has done fairly well since 
the IPO. Sabana REIT shares are very 
liquid and we are included in the MSCI 
Global Small Cap Indices and a number 
of country and regional indexes within 
the Dow Jones Global Indexes family. At 
the same time, our property portfolio has 
become bigger. However, we only have 
one Islamic product at the moment.

What are the strengths of your 
business?
We have product diff erentiation. Sabana 
REIT is the only REIT in the world that 
adopts the GCC Shariah compliant 
standards. 

Hence we have been able to att ract 
many investors from the GCC region, 
diversifying Sabana REIT’s global investor 
base. In addition, we have access to top 
quality industrial real estate in Singapore 
that appeals to even conventional investors 
who want exposure to a stable, income 
producing portfolio.
 
What are the factors 
contributing to the success of 
your company? 
We are very familiar with Singapore’s 
industrial property market which should 
continue to provide us with a healthy 
acquisition pipeline. We will stay focused 
and grow our property portfolio year 
aft er year.

What are the obstacles faced 
in running your business 
today?
Given that we have a niche product, there 
is a need to continue to create awareness 
and educate investors and the general 
public about the benefi ts of investing into 
a Shariah compliant REIT like us. We do 
not view this as an obstacle however, but 
as an interesting challenge that can be 
overcome.

Where do you see the Islamic 
fi nance industry in the next 
fi ve years or so? 
The Islamic banking and fi nance 
industry is growing at a faster pace 
than conventional banking and 
fi nance. We expect more Shariah 
compliant products to be introduced in 
Singapore and regionally, with greater 
sophistication. 

Name one thing you would 
like to see change in the 
world of Islamic fi nance.
There should be an international 
standardization of Islamic fi nancial 
instrument structures, contracts, product 
development and infrastructure. 

This is one area that we should improve 
upon to see more Islamic investment 
products issued and att ract greater 
interest in Shariah compliant products.
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DEAL TRACKER

ISSUER SIZE DATE 
ANNOUNCED

Emery Oleochemicals RM480 million 17th September 2011

KLCC Property RM880 million 15th September 2011

Tenaga Nasional RM5 billion 15th September 2011

Khazanah Nasional RMB500 million 14th September 2011

Bank Negara Malaysia RM1 billion 6th September 2011

Indonesian fi nance ministry US$1 billion 6th September 2011

Bank Syariah Mandiri IDR450 million 25th August 2011

Aref Investment Group TBA 24th August 2011

Kuala Lumpur Kepong Berhad RM300 million 22nd August 2011

Aramco US$1 billion 21st August 2011

Nakheel AED4.8 billion 10th August 2011

Chemical Company of Malaysia RM120 million 5th August 2011

Hub Power Company PKR2 billion 2nd August 2011

KNM Group   RM1.5 billion 28th July 2011

Petronas Gas RM1.2 billion 25th July 2011

Government of Abu Dhabi TBA 21st July 2011

Gulf International Bank, Bahrain US$1 billion 21st July 2011

ACWA Power International US$300 million 9th July 2011

Al Hilal Bank TBA 7th July 2011

Egypt TBA 2nd July 2011

Islamic Bank of Thailand US$150 million 29th June 2011

Islamic Bank of Thailand THB5 billion 29th June 2011

Kenchana Petroleum RM700 million 16th June 2011

Kenchana Petroleum RM350 million 16th June 2011

BRI Syariah TBA 15th June 2011

Government of Palestine US$50 million 6th June 2011

Bank Muamalat Malaysia and Tael Partners US$100 million 1st June 2011

Adventa RM150 million 26th May 2011

National Bank of Abu Dhabi TBA 30th May 2011

Perusahaan Listrik Negara US$2 billion 27th May 2011

Jasa Marga, Indonesia TBA 13th May 2011

Government of Malaysia TBA 12th May 2011

Qatar Islamic Bank TBA 12th May 2011

Islamic Development Bank TBA 12th May 2011

Bank Muamalat Indonesia US$100 million 10th May 2011

Bank Muamalat Indonesia IDR1.5 trillion 9th May 2011

Al Baraka Banking Group US$300 million 4th May 2011

Jordan fi nance ministry US$500 million 4th May 2011

Gazprombank US$200 million 4th May 2011

VTB Bank US$200 million 4th May 2011

Esso Malaysia RM300 million 3rd May 2011

Indonesia fi nance ministry US$1 billion 3rd May 2011

Tamweel TBA 21st April 2011

Mazaya Qatar TBA 14th April 2011

Liquidity Management House for Investment US$1 billion 12th April 2011

Noor Islamic Bank US$250 — US$300 million 6th April 2011

Tatarstan US$200 million 24th March 2011

IFN Correspondents
AFGHANISTAN: Dr Alam Khan Hamdard
chief of Islamic banking, Kabul Bank
AUSTRALIA: David Wood
partner, Mallesons Stephen Jaques
BANGLADESH: Md Shamsuzzaman
executive vice president, Islami Bank Bangladesh 
BRUNEI: James Chiew Siew Hua
senior partner, Abrahams Davidson & Co
CANADA: Jeff rey S. Graham
partner, Borden Ladner Gervais
EGYPT: Dr Walid Hegazy
managing partner, Hegazy & Associates
FRANCE: Antoine Saillon
head of Islamic fi nance, Paris Europlace
HONG KONG & CHINA: Anthony Chan
partner, Brandt Chan & Partners in association with SNR 
Denton
INDIA: Keyur Shah
partner, KPMG
INDONESIA: Rizqullah
president director, BNI Syariah
IRAN: Majid Pireh
Islamic fi nance expert, SEO
IRAQ: Hadeel Hassan
senior associate, Al Tamimi & Co
IRELAND: Ken Owens
Shariah funds assurance partner, PwC Ireland
JAPAN: Serdar A. Basara
president, Japan Islamic Finance
KAZAKHSTAN: Timur Alim
area manager, Al Hilal Bank
KOREA: Yong-Jae Chang
partner, Lee & Ko
KUWAIT: Alex Saleh
partner, Al Tamimi & Company
LEBANON: Mohamad Bakkar
managing partner, Bakkar Advocates & Legal Consultants
LUXEMBOURG: Marc Theisen
partner, Theisen Law
MALAYSIA: Nik Norishky Thani
head special projects (Islamic), PNB
MAURITIUS: Sameer K Tegally
associate, Conyers Dill & Pearman
NEW ZEALAND: Dr Mustafa Farouk
counsel member for Islamic fi nancial institutions, FIANZ
OMAN: Anthony Watson
senior associate, Al Busaidy Mansoor Jamal & Co
PAKISTAN: Bilal Rasul
director (enforcement), SEC of Pakistan
QATAR: Amjad Hussain
partner & head, banking & Islamic fi nance, Eversheds
RUSSIA: Dr Adalet Djabiev
CEO, Al Shams Capital
SAUDI ARABIA: Nabil Issa
partner, King & Spalding
SINGAPORE: Andrew White
associate professor, Singapore Management University
SRI LANKA: Roshan Madewala
director/CEO, Research Intelligence Unit
SWITZERLAND: Khadra Abdullahi
associate of investment banking, Faisal Private Bank 
TURKEY: Cenk Karacaoglu
vice president of fi nancial institutions division, Bank Asya
UAE: Neil D Miller
global head of Islamic fi nance, KPMG
UK: Dr Natalie Schoon
Formabb
YEMEN: Moneer Saif
head of Islamic banking, CAC Bank

IFN Correspondents are 
experts in their respective 
fi elds and are selected 
by Islamic Finance news 
to contribute designated 
short country reports

For more 
information about 
becoming an IFN 
Correspondent please contact 
sasikala@redmoneygroup.com
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For further information regarding REDmoney Indexes contact:

Andrew Morgan
Managing Director, REDmoney Group

Email: Andrew.Morgan@REDmoneygroup.com
Tel +603 2162 7800

RED 

REDmoney Global Shariah Index Series
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REDmoney Global Shariah 

Equities are considered eligible for inclusion 
into the REDmoney Global Shariah Index 
Series only if they pass a series of market 
related guidelines related to minimum market 
capitalization and liquidity as well as country 
restrictions. 

Once the index eligible universe is determined 
the underlying constituents are screened 
using a set of business and fi nancial Shariah 
guidelines.

The REDmoney Global Shariah Index Series powered by IdealRatings consists of a rich subset of global listed equities that adhere to clearly 
defi ned and transparent Shariah guidelines defi ned by Shariyah Review Bureau in Jeddah, Saudi Arabia. 

The REDmoney Shariah Indexes provides Islamic investors with an accurate and Shariah-specifi c equity performance benchmark with optimized 
compliance credibility due to the intensive research conducted to ensure that index constituents do not confl ict with the defi ned Shariah 
requirements. 

IdealRatings™ is the leading provider of Shariah investment decision support tools to investors globally, including asset managers, brokers, index 
providers, and banks to empower them to develop, manage and monitor Shariah investment products and Shariah compliant funds. IdealRatings 
is headquartered in San Francisco, California. For more information about IdealRatings visit: www.idealratings.com
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Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers
13th Sep 2011 Telekom Malaysia Malaysia Sukuk Domestic market 

public issue
101 CIMB Group, AmInvest-

ment Bank, Maybank 
Investment Bank 

5th Aug 2011 Kencana Petroleum Malaysia Sukuk Mudarabah Domestic market 
private placement

167 AmInvestment Bank 

26th Jul 2011 Syarikat Prasarana 
Negara

Malaysia Sukuk Ijarah Domestic market 
public issue

667 CIMB Group, Maybank 
Investment Bank

26th Jul 2011 First Gulf Bank UAE Sukuk Euro market 
public issue

650 Standard Chartered, 
HSBC, Citigroup

21st Jul 2011 Gulf Investment 
Corporation

Kuwait Sukuk Domestic market 
public issue

250 AmInvestment Bank

21st Jul 2011 Besraya (M) Malaysia Sukuk Mudarabah Domestic market 
public issue

233 AmInvestment Bank

6th Jul 2011 Cagamas Malaysia Sukuk Domestic market 
public issue

206 CIMB Group, Maybank 
Investment Bank

28th Jun 2011 Wakala Global Sukuk Malaysia Sukuk Wakalah Euro market 
public issue

2,000 HSBC, CIMB Group, 
Citigroup, Maybank 
Investment Bank 

17th Jun 2011 Pengurusan Air SPV Malaysia Sukuk  Murabahah Domestic market 
private placement

1,910 CIMB Group, Maybank 
Investment Bank

16th Jun 2011 Ranhill Powertron II Malaysia Sukuk Domestic market 
public issue

228 Maybank Investment 
Bank

14th Jun 2011 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

988 RHB Capital, 
AmInvestment Bank

13th Jun 2011 Saudi International 
Petrochemical

Saudi Arabia Sukuk Domestic market 
public issue

480 Deutsche Bank, Riyad 
Bank

8th Jun 2011 Bank Muamalat 
Malaysia 

Malaysia Sukuk Domestic market 
private placement

133 DRB-HICOM, Maybank 
Investment Bank

2nd Jun 2011 Ranhill Power Malaysia Sukuk Domestic market 
private placement

266 Maybank Investment 
Bank

26th May 2011 HSBC Bank Middle UK Sukuk Euro market 
public issue

500 HSBC

25th May 2011 Putrajaya Holdings Malaysia Sukuk Musharakah Domestic market 
private placement

229 CIMB Group, 
AmInvestment Bank, 
Maybank Investment 
Bank

18th May 2011 Islamic Development 
Bank

Saudi Arabia Sukuk Euro market 
public issue

750 Standard Chartered, 
Deutsche Bank, BNP 
Paribas, HSBC

18th May 2011 Sharjah Islamic Bank UAE Sukuk Euro market 
public issue

400 Standard Chartered, 
HSBC

28th Apr 2011 Pengurusan Air SPV Malaysia Sukuk Murabahah Domestic market 
private placement

335 CIMB Group

28th Apr 2011 Westports Malaysia Malaysia Sukuk Domestic market 
private placement

150 AmInvestment Bank, 
Maybank Investment 
Bank

Global Sukuk Volume by Month Global Sukuk Volume by Quarter
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Top 30 Issuers of Global Sukuk 12 Months

Issuer Nationality Instrument Market US$ (mln) Iss Managers
1 Pengurusan Air SPV Malaysia Sukuk Murabahah Domestic market 

private placement
3,460 4 HSBC, CIMB Group

Maybank Investment Bank 
2 Wakala Global Sukuk Malaysia Sukuk Wakalah Euro market public 

issue
2,000 1 HSBC, CIMB Group, Citigroup

Maybank Investment Bank
3 Senai Desaru Expressway Malaysia Sukuk Domestic market 

public issue
1,275 2 Maybank Investment Ban

4 Islamic Development Bank Saudi Arabia Sukuk Euro market public 
issue

1,250 2 Standard Chartered, HSBC, CIMB 
Group, Citigroup, Deutsche Bank, 
BNP Paribas

5 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

988 1 RHB Capital, AmInvestment Bank 

6 GovCo Holdings Malaysia Sukuk Murabahah Domestic market 
private placement

985 1 HSBC, RHB Capital, CIMB Group

7 Cagamas Malaysia Sukuk Murabahah Domestic market 
private placement

825 14 AmInvestment Bank, RHB Capital 
Al-Rajhi Banking & Investment, 
HSBC, CIMB Group, Maybank 
Investment Bank

8 Qatar Islamic Bank Qatar Sukuk Ijarah,
Sukuk Murabahah

Euro market public 
issue

750 1 HSBC, Credit Suisse, QInvest 

8 Abu Dhabi Islamic Bank UAE Sukuk Musharakah Euro market public 
issue

750 1 Standard Chartered, HSBC, 
Barclays Capital

10 Syarikat Prasarana Negara Malaysia Sukuk Ijarah Domestic market 
public issue

667 1 CIMB Group, Maybank 
Investment Bank

11 First Gulf Bank UAE Sukuk Euro market public 
issue

650 1 Standard Chartered, HSBC, 
Citigroup

12 HSBC Bank Middle East UK Sukuk Euro market public 
issue

500 1 HSBC

12 Emaar Sukuk UAE Sukuk Euro market public 
issue

500 1 Standard Chartered, HSBC, RBS

14 Saudi International 
Petrochemical

Saudi Arabia Sukuk Domestic market 
public issue

480 1 Deutsche Bank, Riyad Bank

15 Malaysia Airports Capital Malaysia Sukuk Murabahah Domestic market 
public issue

476 1 CIMB Group, Citigroup

16 Sharjah Islamic Bank UAE Sukuk Euro market public 
issue

400 1 Standard Chartered, HSBC

17 Government of Ras Al 
Khaimah

UAE Sukuk Euro market public 
issue

393 1 RBS, Citigroup

18 Putrajaya Holdings Malaysia Sukuk Musharakah Domestic market 
public issue

391 2 CIMB Group, AmInvestment 
Bank, Maybank Investment Bank

19 Aman Sukuk Malaysia  Sukuk Musharakah Domestic market 
public issue

361 1 Lembaga Tabung Haji, 
RHB Capital, CIMB Group, 
AmInvestment Bank, Maybank 
Investment Bank

20 Maybank Islamic Malaysia Sukuk Musharakah Domestic market 
private placement

330 1 Maybank Investment Bank

21 Konsortium Lebuhraya 
Utara-Timur 

Malaysia Sukuk Musharakah Domestic market 
public issue

280 13 CIMB Group

22 Bank Aljazira Saudi Arabia Sukuk Mudarabah Domestic market 
private placement

267 1 JPMorgan, HSBC

23 Ranhill Power Malaysia Sukuk Domestic market 
private placement

266 1 Maybank Investment Bank

24 Gulf Investment 
Corporation

Kuwait Sukuk Domestic market 
public issue

250 1 AmInvestment Bank 

25 Besraya (M) Malaysia Sukuk Mudarabah Domestic market 
public issue

233 1 AmInvestment Bank

26 Ranhill Powertron II Malaysia Sukuk Domestic market 
public issue

228 1 Maybank Investment Bank

27 Telekom Malaysia Malaysia Sukuk Domestic market 
public issue

200 2 CIMB Group, AmInvestment 
Bank, Maybank Investment Bank 

28 Trans Thai-Malaysia Sukuk Malaysia Sukuk Musharakah Domestic market 
private placement

195 1 HSBC, CIMB Group

29 Boustead Holdings Malaysia Sukuk Domestic market 
private placement

193 3 OCBC, Public Bank, Affi  n Invest-
ment Bank

30 Kencana Petroleum Malaysia Sukuk Mudarabah Domestic market 
private placement

167 1 AmInvestment Bank

Total 21,140 99
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 Maybank Investment Bank 4,744 28 22.4

2 CIMB Group 4,508 45 21.3

3 HSBC 3,754 17 17.8

4 AmInvestment Bank 1,914 27 9.1

5 Citigroup 1,306 6 6.2

6 Standard Chartered Bank 1,203 7 5.7

7 RHB Capital 910 4 4.3

8 Deutsche Bank 427 2 2.0

9 RBS 416 3 2.0

10 QInvest 250 1 1.2

10 Credit Suisse 250 1 1.2

10 Barclays Capital 250 1 1.2

13 Riyad Bank 240 1 1.1

14 BNP Paribas 188 1 0.9

15 OCBC 157 5 0.7

16 Affi  n Investment Bank 155 4 0.7

17 JPMorgan 133 1 0.6

18 DRB-HICOM 123 2 0.6

19 Lembaga Tabung Haji 78 2 0.4

20 Public Bank 68 4 0.3

21 Hong Leong Bank 40 2 0.2

22 Al-Rajhi Banking & Investment 16 1 0.1

23 Mitsubishi UFJ Financial Group 6 2 0.0

24 OSK 3 1 0.0

Total 21,140 99 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %

1 Al-Jadaan & Partners Law Firm 2,509 2 32.6

1 Baker & McKenzie 2,509 2 32.6

1 Cliff ord Chance 2,509 2 32.6

4 Al Tamimi & Co 57 1 0.7

4 DLA Piper 57 1 0.7

4 Norton Rose 57 1 0.7

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %

1 Banque Saudi Fransi - 701 3 24.9

2 Riyad Bank 224 2 8.0

3 HSBC Holdings 207 2 7.4

4 Al-Rajhi Banking & Investment 169 1 6.0

4 Saudi Hollandi Bank 169 1 6.0

6 Bank Al-Jazira 166 2 5.9

6 Public Investment Fund 166 2 5.9

8 Standard Chartered 119 1 4.2

9 Alinma Bank 110 1 3.9

9 Arab National Bank 110 1 3.9

9 Samba Financial Group 110 1 3.9

Sukuk Volume by Currency US$ (billion)                  12 Months

Sukuk Volume by Issuer Nation US$ (billion)               12 Months

Global Sukuk Volume by Sector                                   12 Months

Global Sukuk Volume - US$ Analysis
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Top Islamic Finance Related Loans Mandated Lead Arrangers 
Ranking                                                                                          12 Months

Mandated Lead Arranger US$ (mln) No %

1 HSBC 1,060 6 12.8

2 Maybank Investment Bank 824 5 9.9

3 Samba Capital 640 3 7.7

4 AmInvestment Bank 471 3 5.7

5 Saudi National Commercial Bank 462 2 5.6

5 Banque Saudi Fransi 462 2 5.6

7 Citigroup 385 4 4.6

8 Abu Dhabi Islamic Bank 378 2 4.6

9 Standard Chartered Bank 303 4 3.7

10 RBS 233 1 2.8

11 CIMB Group 232 3 2.8

12 BNP Paribas 209 4 2.5

13 WestLB 170 3 2.1

14 RHB Capital 164 1 2.0

14 Lembaga Tabung Haji 164 1 2.0

16 Deutsche Bank 150 1 1.8

17 OCBC 131 2 1.6

17 DBS 131 2 1.6

19 Riyad Bank 129 1 1.6

19 Bank Al-Jazira 129 1 1.6

21 UOB 116 1 1.4

22 Bank of China 93 1 1.1

23 Arab Banking Corporation 76 2 0.9

24 Saudi Hollandi Bank 74 1 0.9

24 Export Development Canada 74 1 0.9

24 Emirates NBD 74 1 0.9

24 Arab Petroleum Investments 74 1 0.9

24 Arab National Bank 74 1 0.9

24 Alinma Bank 74 1 0.9

24 Al-Rajhi Banking & Investment 74 1 0.9

Top Islamic Finance Related Loans Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %

1 Samba Capital 1,566 2 18.9

2 Citigroup 444 4 5.4

3 Abu Dhabi Islamic Bank 378 2 4.6

4 HSBC 308 2 3.7

5 Maybank Investment Bank 237 1 2.9

6 RBS 233 1 2.8
7 WestLB 125 2 1.5

8 Standard Chartered 105 1 1.3

9 BNP Paribas 98 2 1.2
10 Bank of China 93 1 1.1

Top Islamic Finance Related Loans Deal List                         12 Months

Credit Date Borrower Nationality US$ (mln)

30th Nov 2010 Saudi Arabian Mining 
Company Saudi Arabia 1,913

13th Dec 2010 Saudi Electricity Saudi Arabia 1,333

18th Jul 2011 Pembinaan BLT Malaysia 822

17th May 2011 Emaar Properties UAE 699

29th Oct 2010 Parkway Holdings Singapore 578

23rd May 2011 Natrindo Telepon 
Seluler Indonesia 450

16th Nov 2010 Jambatan Kedua Malaysia 383

14th Dec 2010 Majid Al Futt aim 
Properties UAE 310

4th Apr 2011 Bank Asya Turkey 306

16th Mar 2011 Turkiye Finans Katilim 
Bankasi Turkey 296

Top Islamic Finance Related Loans by Country                    12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 2,924 3 35.2
2 Malaysia 1,777 5 21.4
3 UAE 1,627 7 19.6
4 Singapore 655 2 7.9
5 Turkey 644 4 7.8
6 Indonesia 450 1 5.4

7 China 93 1 1.1
8 Kuwait 87 1 1.1

9 Bahrain 45 1 0.5

Top Islamic Finance Related Loans by Sector                        12 Months

Global Islamic Loans - Years to Maturity (YTD Comparison)

Are your deals listed here?
If you feel that the information within these tables is inaccurate, you may contact 
the following directly:     Jennifer Cheung (Media Relations)
                                            Email: Jennifer.Cheung@Dealogic.com                          Tel: +852 2804 1223
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8th November 2011
IFN Country Briefi ngs: Canada 
Toronto (REDmoney events)

9th – 10th November 2011
Credit Risk Asia
Kuala Lumpur (Fleming Gulf)

10th November 2011
IFN Country Briefi ngs: USA 
New York (REDmoney events)

15th November 2011
IFN Country Briefi ngs: Hong Kong 
Hong Kong (REDmoney events)

21st – 23rd November 2011
The World Islamic Banking
Conference Bahrain (MegaEvents)

30th November 2011
IFN Roadshow Brunei
Brunei (REDmoney events)

6th December 2011
IFN Country Briefi ngs: Indonesia 
Jakarta (REDmoney events)

19th – 23rd September
Sibos Toronto 2011
Toronto (Swift )

20th September 2011
IFN Roadshow Japan
Tokyo (REDmoney events)

20th September 2011
2nd Islamic Finance Forum
Kazakhstan (Akyl-Kenes Consulting)

21st – 22nd September 2011
The World Islamic Finance Summit 2011 
Karachi (Publicitas)

26th – 27th September 2011
The World Islamic Funds and Financial 
Markets Conference
Bahrain (MegaEvents)

4th – 5th October 2011
2nd Annual Retail Banking Asia Pacifi c
Kuala Lumpur (Fleming Gulf)

10th – 11th October
International Summit on Islamic 
Corporate Finance 
Abu Dhabi (MegaEvents)

17th – 19th October 2011
IFN Asia Forum
Kuala Lumpur (REDmoney events)

18th – 20th October 2011 
3rd Annual World Islamic 
Retail Banking
Dubai (Fleming Gulf)

20th October
Indonesia Trade & Commodity Finance 
Conference
Jakarta (Exporta)

23rd – 24th October
Annual Conference on Islamic 
Banking and Finance  
Bahrain (AAOIFI)

24th – 27th October
Islamic Investment and 
Finance Forum 2011
Istanbul (IIR Middle East)

30th October – 3rd November 2011 
Alternative Investment Strategies Abu 
Dhabi 2011 
Abu Dhabi (Leoron Events JLT)

30th October 2011 
IFN Country Briefi ngs: Egypt 
Cairo (REDmoney events)

3rd November 2011
IFN Roadshow Turkey
Istanbul (REDmoney events)
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