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Africa is home to the second largest 
Islamic population in the world, with over 
540 million Muslims or 52.4% of the total 
population. And as the eff ects of the Arab 
spring begin to open up the political and 
economic landscape, the continent has 
the potential to develop into one of the 
major players on the Islamic fi nance scene. 
But with only around 38 Islamic fi nancial 
institutions currently in operation across 
the continent, the fi eld is wide open. 
Nigeria and Kenya are currently batt ling 
it out for the crown of Islamic fi nance 
hub - but with a host of smaller nations 
snapping at their heels, will their eff orts 
be enough to win the war? 

Nigeria
Africa’s biggest oil producer and second-
largest economy, Nigeria starts off  with the 
advantage of the largest Muslim population 
in sub-Saharan Africa, at about 78 million 
of its 158 million inhabitants. The country 
saw GDP grow by 7.7% in 2011, while its 
2005 Financial System Strategy 2020 aims 
to develop Nigeria into Africa’s major 
international fi nancial center and transform 
it into one of the world’s 20 largest 
economies by 2020. 

However, around 70% of its population 
currently have no access to regular banking 
services, and still live on less than US$2 
per day. Religious tension has also been an 
issue, and the country has suff ered from 
ongoing violence between religious groups. 
Although 55% of Nigeria is Muslim, there 
has been strong opposition to Islamic 
banking from Christian groups, who make 
up 40% of the population. The economy 
also continues to struggle with the aft er-
eff ects of a serious debt crisis in 2009, which 
almost collapsed the banking sector and 

resulted in at least three major banks being 
nationalized. 

Rapid growth
As part of its eff ort to stabilize its shaky 
banking industry, the government has 
increasingly looked towards Islamic 
fi nance. According to Sanusi Lamido 
Sanusi, the governor of the Central Bank 
of Nigeria (CBN): “The establishment of 
at least two Islamic banks is part of the 
institutional arrangements to kickstart 
the Islamic fi nancial services industry 
in Nigeria,” while the CBN is currently 
also fi elding applications from several 
conventional banks looking to set up 
Islamic windows. 

In June 2011 Jaiz Bank International become 
the fi rst fully-fl edged Shariah compliant 
bank in Nigeria to gain approval from 
the central bank, while Lotus Capital has 
also ben licensed  by the Securities and 
Exchange Commission (SEC) as the fi rst 
Islamic capital market operator. Other 
players are eyeing up the market, with 
South Africa’s Absa Group, controlled by 
Barclays, also interested in off ering Islamic 
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Stepping into uncharted 
territory

Editor’s Note

As Africa develops into one of the 
world’s most exciting economies, the 
growth of Islamic fi nance has closely 
followed suit. The industry has spread 
rapidly across the continent; tapping 
markets still uncharted yet full of 
promise.
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NEWS
StanChart seeks to increase 
its African income to US$2.5 
billion within the next fi ve 
years

ITFC inks US$180 million 
syndicated fi nancing 
agreement with Societé 
Anonyme Marocaine de 
l’Industrie du Raffi  nage

Central Bank of Libya 
expects to see US$12 billion-
worth of Islamic deposits

AlexBank expects to launch 
Islamic window this year

Indosat plans to issue 10-year 
Sukuk Ijarah this year

Islamic fi nance players 
needed in Indonesia’s OJK 
Council of Commissioners

Turkey in bid to att ract 
Islamic investors 

Meezan Bank posts US$10 
million in fi rst quarter net 
profi t

Indonesia’s Sukuk growth 
in 2012 cannot be used as a 
benchmark, says
Indonesia Rating Agency 

Malaysian mosque parish 
cooperative to launch Islamic 
fi nancing scheme

Malaysia tables bill allowing 
entrance of foreign law fi rms 

OCBC Bank 2011 profi t up 
6% on contributions from 
Islamic unit

Government-funded 
education fi nancing in 
Malaysia not Shariah 
compliant, says scholar

Al Rajhi Bank Malaysia 
sees US$500 million Sukuk 
pipeline

Property developer Encorp 
reportedly to issue US$516 
million Sukuk

Malaysia-Saudi ties pave the 
way for Islamic fi nance deals

Crescent Wealth urges 
Australia to fully utilize 
Islamic fi nance capabilities

Farz Foundation and the 
Institute of Islamic Banking 
ink MoU

Indonesia to limit global 
Sukuk size as it eases US 
dollar debt sales 

Maybank Islamic on track to 
record US$325.81 million in 
pre-tax profi t for 2012

State Bank of Pakistan raises 
US$325.43 million from Sukuk 
Ijarah sale

Indonesia to delay project 
fi nancing Sukuk issuances 

Financial Services Agency 
publishes J-Sukuk Q&A

Maybank Syariah Indonesia 
and Bank Internasional 
Indonesia could merge upon 
evaluation of business model

Public Bank posts net profi t 
of US$306 million for fi rst 
quarter of 2012 

Bank Syariah Mandiri needs 
additional capital of US$108.7 
million 

Amana Bank launches 
platform for high net worth 
market

Record year for Sukuk sales 
could ease excess demand 

Bank Asya completes 
dual-currency syndicated 
Murabahah facility

VTB Bank considers Sukuk 
issuance in Indonesia this year

Kuveyt Türk Participation 
Bank reports US$109.85 
million in 2011 profi t

Deputy prime minister of 
Ireland stresses potential for 
Islamic fi nance 

Law fi rms Linklaters and 
Allens Arthur Robinson form 
alliance

IDB expects to issue Sukuk in 
Malaysia and Indonesia this 
year

Asset fi nance soft ware 
provider Cassiopae now 
equipped for Islamic fi nance

Financial institutions set 

up Financial Services 
Association (UAE)

Noor Islamic Bank considers 
applying for Turkish 
commercial banking license

Malaysia and Kazakhstan 
urged to follow-up on Islamic 
fi nance MoU

CIMB Group to start talks 
with potential Saudi Arabian 
partners this year

ITFC launches trade capacity 
development initiative for 
Arab countries

Legal fi rm Stephenson 
Harwood prepares to launch 
Dubai offi  ce

National Leasing Holding 
appoints Masraf Al Rayan to 
manage rights issue 

Qatar First Investment Bank 
sells Qcon stake for US$77 
million

ISLAMIC
INVESTOR
Franklin Templeton 
Investments looking to 
launch off shore Islamic funds

BLME US Dollar Income Fund 
outperforms conventional 
peers

AmInvestment Bank Group 
to launch another six equity 
funds this year 

ADIB Private Bank launches 
diversifi ed US real estate 
investment portfolio

MAA Group puts rumors 
on sale of fund management 
business to rest

Tharwa Saudi Arabia makes 
fi nal payments for exit of 
Shariah compliant Dhahran 
real estate portfolio

TATA Ethical Fund announces 
20% dividend distribution

HSBC Holdings posts 
double-digit growth in 2011 
for Islamic risk management 
business

TAKAFUL
AMAN proposes three point 
plan to help expand Takaful 
market

SALAMA - Islamic Arab 
Insurance Company launches 
travel Takaful plan

First Finance Company forms 
strategic partnership with 
General Takaful 

Bapepam issues new 
regulation on disclosure of 
fi nancial reports by insurance 
and reinsurance companies

Takaful Malaysia to increase 
market share to 30% in 2012

RATINGS
Fitch affi  rms Sharjah Islamic 
Bank’s long-term issuer 
default rating at ‘BBB+’

Fitch affi  rms National Bank 
of Ras Al-Khaimah’s long-
term issuer default rating at 
‘BBB+’

MARC affi  rms ratings on 
Westports Malaysia’s US$913 
million Islamic debt notes

Outlook stays negative for 
kingdom’s retail banking 
system, says Moody’s

MOVES
Gulf Finance House names 
Hisham Alrayes as acting 
CEO

Law fi rm Jones Day names 
Dominic O’Brien as partner

Jawaid Tabassum leaves post 
as head of bancaTakaful at 
Noor Takaful

PwC appoints new executive 
chairman and managing 
director for Malaysian 
operations

Karim Nehma quits as co-
head of asset management at 
EFG-Hermes Holding

Disclaimer: Islamic Finance news invites leading practitioners and academics to contribute short reports each week. Whilst we have 
used our best endeavors and eff orts to ensure the accuracy of the contents we do not hold out or represent that the respective opinions 
are accurate and therefore shall not be held responsible for any inaccuracies. Contents and copyright remain with REDmoney.
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services in the country. The group 
opened a representative offi  ce in Nigeria 
in November 2010 and is currently 
exploring market potential. UK-based 
Standard Chartered has also expressed 
an interest, with the head of global 
markets at Standard Chartered Nigeria, 
David Adpoju, announcing last year that 
the bank was looking into providing 
Islamic products. 

Not all ventures have been successful, 
however. In July 2011 Stanbic IBTC, a 
subsidiary of South Africa’s Standard 
Bank Group, was given preliminary 
approval to provide Islamic banking 
through its 160 branches in the country. 
However, the license required the bank 
to commence Islamic services within six 
months, following which it becomes void 
– and no Islamic banking services have 
been forthcoming as yet. 

Huge market
However Hajara Adeola, the managing 
director of Lotus Capital, is optimistic 
about the market’s growth potential. 
“There is a lot of interest in doing Islamic 
banking, in West Africa in particular. 
It’s a huge market. Research shows 
that approximately 30% of the Muslim 
population typically would be interested 
in Islamic fi nance and if you look at the 
projection they made for the size of the 
market, it is really quite tremendous – 
and that’s just the domestic.”

Encouraging authorities
To that end, Nigeria’s authorities have 
put considerable eff ort into paving the 
way for Islamic fi nance in the country. 
In January 2011 the CBN released a 
Framework for the Regulation and 
Supervision of Institutions Off ering 
Non-Interest Financial Services, swift ly 
followed by the SEC’s Rules on Islamic 
Fund Management in February. 

In May 2009, the CBN joined the Islamic 
Financial Services Board (IFSB) council 
as a full member and in October 
2010 the country also joined the 
International Islamic Liquidity 
Management Corporation 
(IILM). Nigeria has also 
developed strong links with 
Malaysia and is leveraging the 
country’s expertise as an 
Islamic banking hub. In 
2008 the CBN undertook 

a study tour of Malaysia to examine 
its regulatory and operating practices, 
and recently signed an MoU with Bank 
Negara Malaysia, the central bank, 
covering a broad spectrum of issues on 
regulatory cooperation and collaboration 
in Islamic banking. In January 2010 the 
CBN also received a technical assistance 
grant towards capacity development in 
Islamic banking from the IDB.  

Promising prospects
The CBN has also begun preliminary 
contacts with the Debt Management 
Offi  ce (DMO) towards the development 
and issuance of a sovereign Sukuk. In a 
speech in June 2011 Sanusi announced 
that: “There is also a concurrent eff ort 
to engage with the fi scal authorities in 
Nigeria with a view to addressing the tax 
neutrality and other level playing fi eld 
issues that would foster the successful 
operation of Islamic banks in Nigeria.” 
This is vital, as an unfavorable tax 
environment is one of the strongest 
factors holding back the development 
of Islamic fi nance, and many Shariah 
compliant transactions are currently 
double taxed. However, Sanusi fi rmly 
believes that: “Given the enormous 
market prospects… Nigeria has the 
potential to become Africa’s hub on 
Islamic banking and fi nancial services”

Kenya
Yet there is another contender for the 
title. Kenya is the regional hub for trade 
fi nance in East Africa, although its GDP 
suff ered from drought and high food and 
fuel prices in 2011 to fall to 5%. However, 
the World Bank believes that 2012 will 
be “a defi ning year” for the country, 
with national elections and a new system 
of devolved government off ering the 
potential for serious progress in social 
stability and fi scal health. The country 
also has a surging information and 
technology communications sector that 
is rapidly driving economic growth and 
foreign investment.

Smaller base
Kenya has a much smaller domestic 
market than Nigeria, with the 
2009 census reporting just 4.3 

million Muslims or 11% of the 
total population. However, Muslim 

leaders in the country claim this 
is a gross under-representation, 

The batt le of east and west
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CLOSING BELL
ABC Q1 profit up
BAHRAIN: Arab Banking Corporation 
(ABC) has reported that its group net 
profi t for the fi rst quarter of 2012 rose 
13% year-on-year to US$54 million.

The bank’s operating revenues grew 9% 
to US$214 million, with a US$17 million 
contribution from interest and non-
interest income.

Bermuda signs tax deal with 
Malaysia
GLOBAL: Bermuda has signed a tax 
information exchange agreement with 
Malaysia in a bid to tap into Malaysia’s 
global Islamic fi nance capabilities.

Paula Cox, the premier of Bermuda, said 
that the agreement will enable more 
opportunities for business development 
between the two countries.

FGB reports profit growth
UAE: First Gulf Bank (FGB) has reported 
a 7% year-on-year growth in net profi t to 
AED935 million (US$351 million) for the 
fi rst quarter of 2012. 

Net interest and Islamic fi nancing income 
rose 13% to AED1.29 billion (US$351 
million).

Too many pieces
 in the puzzle? 

Let IFN put it together for you.....

www.IslamicFinanceNews.com
SUBSCRIBE TO IFN TODAY
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with the real fi gure reaching around 
30%. And the Islamic banking industry 
has seen exceptional growth, meeting 
with an enthusiastic response from 
consumers. In May 2010 the industry 
received a boost from an amendment to 
the Banking Act to accommodate Islamic 
fi nance institutions. One industry player 
believes that: “The growth in the Islamic 
banking industry has been so strong 
that it could even replace conventional 
banking in the future.” 

Strong start
Kenya has a longer history of Islamic 
banking than Nigeria, and there are 
already nine banks off ering interest-free 
options. Seven conventional banks off er 
Islamic windows, including Barclays 
who were the fi rst to test the water in 
2005. The two fully-fl edged Islamic 
banks, Gulf African Bank (GAB) and First 
Community Bank (FCB), fi rst launched 
Shariah compliant services in 2008, and 
already account for around 1% of the 
total banking sector. “This is a testimony 
to the vast potential of Islamic fi nance 
in Kenya, which should be tapped,” 
said Njuguna Ndugu, the head of the 
central bank, in a recent interview. 
“Opportunities should also be explored 
in the insurance and capital market 
segments using Shariah compliant 
vehicles.”

Expanding the industry
Domestic-owned FCB has 17 branches 
across Kenya as well as an Islamic 
Finance Training Center. In 2010 it also 
received approval to set up FCB Capital, 
an investment banking subsidiary, as well 
as the FCB Takaful Insurance Agency. It 
also has a joint venture with the Kenya 
Meat Commission to help fi nance the 
country’s nomadic catt lemen who up till 
now have been unable to access regular 
fi nance. 

GAB is backed by Gulf investors, 
including Bahrain’s BMI Bank and 
Istithmar World and GulfCap of the 
UAE, and has already set up over 16 
branchs across the country. 

The capital market is also growing. 
ApexAfrica (the third-largest member of 
the Nairobi Stock Exchange) is reportedly 
looking to develop Shariah compliant 
products including unit trusts. And in 
March 2012 FCB Capital launched its 

fi rst Islamic 
fund. “Kenya 
has ambitions 
of becoming 
the Islamic 
fi nance hub 
of East Africa as 
part of our wider 
aspirations to become an international 
fi nancial center,” said Stella Kilonzo, the 
CEO of the Capital Markets Authority. 

Sukuk suggestion
The government is looking into the 
possibility of a sovereign Sukuk, and 
is already ahead of Nigeria in this 
respect. In 2009 the CBK structured the 
government’s fi rst infrastructure bond, 
worth KES18.5 billion (US$222.8 million), 
which included a KES1 billion (US$12 
million) Sukuk tranche split between FCB 
and GAB. The CBK has also announced 
its intention to launch Shariah compliant 
treasury bills in the money market. On 
the corporate side, in March 2012 FCB 
announced that it planned to launch 
an Islamic bond as early as the second 
quarter of the year: the fi rst independent 
issuance in the country. 

Takaful controversy
Takaful is a growing sector in Kenya, 
and the country has licensed two local 
operators: FCB’s Takaful window in 2010 
and Takaful Insurance of Africa (TIA) 
in January 2011. In its fi rst four months 
of operation TIA underwrote over US$1 
million, highlighting the strong demand 
for Islamic insurance services. However, 
progress is not all plain sailing. In a 
surprise move, the CBK recently froze 
the licensing of new Takaful companies 
until formal regulations  to govern them 
are completed. According to Sammy 
Makove, the head of Kenya’s Insurance 
Regulatory Authority: “We have received 
many enquiries from investors who 
want to set up Takaful companies but we 
cannot rush until proper regulations are 
established.” 

While the move allows Kenya’s two 
domestic operators to develop without 
competition, it has been severely 
criticized as a strategy that gives an 
advantage to neighboring Islamic fi nance 
competitors Uganda and Tanzania, who 
have placed no such restrictions on new 
or foreign fi rms and are thus able to 
develop their markets faster. Kenya’s 

continued...

Islamic finance in Nigeria
Opportunities
Signifi cant government investment in 
Nigeria’s ailing infrastructure including 
power and transport sectors. 

Emphasis on Public Private Partnerships 
off ers opportunities for Islamic banks 
to participate using Shariah compliant 
fi nancing modes, especially Sukuk.    

Ongoing fi nancial sector reforms have 
signifi cantly stabilized and restored 
confi dence in the Nigerian fi nancial 
system.
Extremely high lending rates charged by 
conventional banks make Islamic banks 
an att ractive option even for conventional 
investors.
Challenges
Lack of knowledge, skills and technical 
capacity to regulate and supervise Islamic 
banks. Dearth of Shariah scholars places 
severe constraints on regulatory Shariah 
compliance mechanism.

Lack of Shariah compliant liquidity 
management instruments.
Absence of Takaful sector to protect 
investments of Islamic banks, and lack of 
insurance scheme to protect depositors 
with Islamic banks.

Lack of knowledge of accounting and 
auditing standards pertinent to Islamic 
fi nancial institutions.

Lack of a robust and comprehensive 
legal framework, especially at the level of 
adjudication of confl icts involving Islamic 
fi nance contracts, products or entities. 

Central bank as yet has no framework 
for interest-free loans as a lender of last 
resort, making Islamic banks vulnerable 
during a liquidity crunch. 
Double taxation issues (esp. stamp duties 
and capital gains tax) pose signifi cant 
disadvantage to Islamic banks.
Source: Islamic Finance news, Central Bank of 
Nigeria

The batt le of east and west
Continued from page 3

insurance law also prohibits companies 
from investing in off shore assets, 
which prevents Kenyan operators from 
leveraging the established Islamic capital 
markets in the Middle East and Asia. 

Challengers to the crown
This could prove crucial, as interest 
is springing up all over the continent 
and several other countries are rapidly 
developing their Islamic fi nance 
capabilities. 
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In West Africa, Senegal and the Gambia 
have also set their cap at Islamic fi nance. 
Both countries have enacted operational 
regulations governing Islamic banks, and 
Senegal has already started the process to 
launch its fi rst US$200 million sovereign 
Sukuk. The country is 94% Muslim 
of which only 6% currently utilize 
banking services, off ering vast potential 
for Islamic banking, and the country 
already has its own Islamic bank: Banque 
Islamique de Senegal.

In East Africa, Kenya’s neighbor Tanzania 
launched its fi rst Islamic bank, Amana 
Bank, in late 2011. The move was swift ly 
followed by an Islamic window from the 
People’s Bank of Zanzibar, while Absa 
Bank has had an Islamic window in the 

country since 2010 through 
its subsidiary the 

National Bank of 
Commerce, and 
recently introduced 
Islamic corporate and 

business accounts 
to its off ering. 
In addition, 
Uganda also 
recently passed 
Islamic banking 

laws, and three 

institutions have already applied for a 
license. 

In North Africa, the wave of elections 
following the Arab spring have seen the 
success of many moderate Islamist parties 
who are now turning to Islamic fi nance 
as a method of stimulating growth and 
att racting foreign investment. Egypt is 
the strongest player, with around 4% of 
banking assets already accounted for by 
Islamic players. 

However recently Tunisia has been par-
ticularly active, with the Financial Law 
of 2012 incorporating new measures in 
favor of Islamic banking and a work-
ing group assembled by the ministry 
of fi nance to study the country’s legal 
framework and make policy recom-
mendations. In July 2011 Tunis hosted 

the Maghreb Forum for Islamic Finance, 
North Africa’s fi rst major Islamic fi nance 
conference, and there have been sugges-
tions that the country could issue its fi rst 
sovereign Sukuk by the end of the year. 
Tunisia already has three Islamic banks, 
although they currently only account for 
around 2.2% of total banking assets. 

All to the good
According to African Development 
Bank (AfDB), the number of middle-
class Africans has tripled over the 
last 30 years to over 34% of the total 
population. Strong economic growth 
and the growing promotion of the 
private sector, combined with increased 
consumer spending and a more liberal 
polical environment, will support the 
demand for retail banking and insurance 
products; while infrastructure spending 
and foreign investment is driving capital 
market demand. The continent is ripe for 
development, and all it needs is support. 

So despite all the talk of batt les of crowns, 
the question is really academic. The 
progress of Islamic fi nance in Africa can 
only be positive, and should not be a 
competition. Any country that takes the 
lead must in doing so set an example that 
its neighbors can hope to follow.  — LM

The batt le of east and west
Continued from page 4

Editor’s Note

As Africa develops into one of the 
world’s most exciting economies, the 
growth of Islamic fi nance has closely 
followed suit. The industry has 
spread rapidly across the continent; 
tapping markets still uncharted yet 
full of promise.

This week, our cover story looks at 
Nigeria and Kenya’s eff orts to develop 
Islamic fi nance in their respective 
countries, in what has emerged as a 
race to become Africa’s hub for Shariah 
compliant fi nance.

Our focus on Africa also includes a 
feature on the prospects for Egypt’s 

Ijarah market by Dr Shahinaz 
Hanem Rashad Abdellatif of the 
Egyptian Leasing Association; and 
an IFN Correspondent report on 
developments in Tanzania’s Islamic 
banking market. 

Meanwhile, Osama Jamshaid of 
Kuwait Finance House (Malaysia) 
writes a brief overview of 
developments in our industry and the 
steps still needed to promote further 
growth; while Osman Akyüz of the 
Participation Banks Association of 
Turkey looks at the growth of Turkish 
Islamic banks.

Abu Bakr Abdel Rahmen, an Egypt-
based Islamic fi nancial analyst, 

contributes our Takaful feature on the 
role of Islamic insurance in the economic 
development of Islamic countries.

Insider talks to Azrulnizam Abd Aziz, 
the newly appointed CEO of Al Rajhi 
Bank Malaysia and Mudassir Amray, 
its head of wholesale banking, on the 
bank’s growth plans this year. We also 
have an IFN Report on Indonesian 
corporate Sukuk issuances.

This week, our IFN Correspondents 
write on developments in Australian and 
Qatari Islamic fi nance markets, Bermuda 
as a domicile of choice for Islamic funds, 
investment banks in the Iranian capital 
market and the debut Sukuk from 
Mauritius car dealer Iframac.  

Stepping into uncharted territory

The continent 
is ripe for 

development, and 
all it needs is 
support
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AFRICA
StanChart in African push
GLOBAL: Standard Chartered, which 
sees Islamic fi nance as its fastest growing 
market segment, aims to double its 
African income to US$2.5 billion within 
the next fi ve years, said V Shankar, its 
CEO of Europe, Middle East, Africa and 
Americas.

The growth will include increasing 
headcount past its current 7,000 and 
adding another 100 branches across the 
continent by 2015, from 160 now.

It is also looking into exploring the 
possibility of entering fast-growing 
markets such as Senegal, Mozambique, 
Ethiopia and South Sudan.

ITFC funds oil imports 
MOROCCO: The International Islamic 
Trade Finance Corporation (ITFC) has 
signed a US$180 million syndicated 
structured Murabahah agreement 
with the local petroleum supplier and 
refi nery, Societe Anonyme Marocaine de 
l’Industrie du Raffi  nage (SAMIR).

The fi nancing will be used to fund 
the import of crude oil and petroleum 
products.

Libya’s untapped Islamic 
market
LIBYA: The government expects to 
att ract deposits worth LYD15 billion 
(US$12 billion) into Islamic banks once 
rules on the set-up of standalone Islamic 
banks are approved at the end of April 
this year, said Ali Mohammed Salem, the 
deputy governor of the Central Bank of 
Libya.

Libyans currently keep their funds 
outside the banking industry, he said.

Islamic window for AlexBank
EGYPT: Local commercial lender 
AlexBank expects to launch its Shariah 
compliant window in April next year.

The bank intends to off er Islamic services 
through 10 of its 200 branches across the 
country according to Bassel Rahmy, its 
head of retail banking.

ASIA
Indosat turns to Sukuk 
INDONESIA: Local telecommunications 
fi rm Indosat is planning to issue a 10-
year Sukuk Ijarah as part of an IDR2.5 
trillion (US$273 million) corporate bond 
issuance this year.

Proceeds from the issuance will be used 
to fund its expansion plans and refi nance 
debt.

DBS Vickers Securities Indonesia, 
Danareksa Sekuritas, HSBC Securities 
Indonesia, Mandiri Sekuritas and 
Standard Chartered Securities Indonesia 
have been named as fi nancial advisors 
for the transaction.

Representation needed
INDONESIA: The country’s house 
of representatives has neglected to 
consider the appointment of Islamic 
fi nance industry players to its 
monetary authority’s (OJK) Council of 
Commissioners, said Dr Muhammad 
Syafi i Antonio, the chairman of Batasa 
Capital, at the IFN Indonesia Forum 
2012.

He explained that Muliaman 
Darmansyah Hadad, the current deputy 
governor of the central bank, and Achjar 
Iljas, the former deputy governor, were 
the only candidates chosen to represent 
the industry.

Turkey in bid to attract 
Islamic investors 
TURKEY: The government is pressing 
ahead with the development of its 
Islamic fi nance and Sukuk market; going 
forward with plans to issue its debut 
sovereign Sukuk and amending tax laws 
to att ract foreign investments.

The size of the planned Sukuk will be 
determined by market conditions, while 
Ali Babacan, the country’s deputy prime 
minister and Mehmet Simsek, its fi nance 
minister, said that the issuance will come 
to market this year. The Sukuk could be 
denominated in Turkish lira, US dollars 
or euros, with expectations that it will 
att ract both local and foreign investors.

The move to issue a sovereign Sukuk 
is aimed at diversifying Turkey’s 
investment instruments; which it is 
hoped will boost Istanbul’s position as a 
regional fi nancial center.

Tax on Sukuk issuances will be reduced 
to att ract investments, said the ministers, 
who also announced the government’s 
decision to abolish withholding tax on 
portfolio investments.

According to the new law, the 
government will not receive withholding 
tax from the sale or acquisition of 
investment funds where the share of 
equities or stocks traded on the stock 
market is not less than 75%.

“We are removing the tax burden on 
portfolio investments and this, I believe, 
will be a prominent incentive to att ract 
foreign capital holders to Turkey at 
a time when the EU countries are 
announcing extra taxes,” said Ali.

The amendment is also aimed at 
att racting more foreign investors, 
particularly from the Shariah compliant 
community, to Turkey’s shores.
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Meezan posts first quarter 
profit
PAKISTAN: Meezan Bank has posted 
a net profi t of PKR903 million (US$10 
million) for the fi rst quarter ended the 
31st March 2012, against PKR585 million 
(US$6.42 million) in the same period the 
year earlier.

The bank’s total assets crossed PKR205 
billion (US$2.25 billion) and deposits 
increased to PKR175 billion (US$2 
billion) as at the 31st March this year.

Insufficient benchmark
INDONESIA: Local Sukuk issuances 
this year cannot be used as a benchmark 
to determine the development of the 
country’s Islamic bond market, noted 
Hendro Utomo, the vice-president of 
Indonesia Rating Agency. 

Hendro also pointed out that despite 
a projected 100% growth in Sukuk 
issuances this year from 2011, the Sukuk 
market remains small; constituting only 
3% of the country’s total bond issuances 
of IDR138 trillion (US$15 billion) as at the 
11th April 2012.

Cooperatives in Islamic 
finance tie-up
MALAYSIA: Koperasi Al-Taqwa 
Kampung Kisap Langkawi, a mosque 
parish cooperative, has teamed up with 
Koperasi Pembiayaan Syariah Angkasa, a 
Shariah fi nancing cooperative, to launch 
an Islamic fi nancing scheme for civil 
servants.

The service will be off ered to civil 
servants in Langkawi, in the state of 
Kedah.

Malaysia opens up legal 
sector
MALAYSIA: The government has tabled 
a bill amending the Legal Profession Act 
to allow foreign legal fi rms to practice 
in the country; aimed at developing its 
global Islamic fi nance hub status.

The bill proposes 15 new sections on 
how foreign law fi rms will be licensed 
by a committ ee co-chaired by the 
att orney-general and the president of the 
Malaysian Bar.

The proposed bill does not however 
specify the permitt ed practice areas, 
which will be outlined by the bar council 
with the att orney-general’s approval.

OCBC reports profit growth
MALAYSIA: OCBC Bank has reported 
a 6% year-on-year growth in net profi t 
to RM749 million (US$244.21 million) 
for 2011; as a 19% increase in its Islamic 
business income boosted total income to 
RM1.9 billion (US$619.48 million).

Income from its Islamic business 
amounted to RM188 million (US$61.3 
million), while its Shariah compliant 
unit, OCBC Al-Amin Bank, reported a 
51% increase in operating profi t to RM51 
million (US$16.63 million).

PTPTN un-Islamic?
MALAYSIA: Local Shariah scholar 
Dr Asyraf Wajdi Dusuki has said that 
education fi nancing by the government-
owned National Higher Education Fund 
Corporation (PTPTN) is not Shariah 
compliant as it imposes a service charge.

The corporation announced last year the 
conversion of its interest-based student 
loans into Shariah compliant contracts; 
imposing a 1% administration fee instead 
of 3% interest.

However, Dr Asyraf said that the service 
charge must refl ect actual costs and 
cannot be based on a percentage of 
the facility; as any profi t made may be 
categorized as usury.

Healthy pipeline for Al Rajhi
MALAYSIA: Al Rajhi Bank Malaysia sees 
RM1 billion (US$325.6 million)-worth of 
corporate fi nancing deals in its pipeline 
this year and is working on various 
Sukuk issuances amounting to US$500 
million, Mudassir Amray, its head of 
wholesale banking, told Islamic Finance 
news.

The bank has also received an 
“overwhelming response” from 
Malaysian corporates looking to raise 
funding outside the country and in 
foreign currencies such as US dollars and 
Saudi riyals, he said.

The bank may also issue a Malaysian 
ringgit-denominated, benchmark-sized 
Sukuk to fi nance its expansion.

Encorp Sukuk to restructure 
debt
MALAYSIA: Local property developer 
Encorp is reportedly planning to issue up 
to RM1.58 billion (US$516 million)-worth 

Malaysia-Saudi ties pave the 
way for Islamic finance deals
GLOBAL: Malaysian companies showing 
increasing interest in expanding to Saudi 
Arabia have paved the way for Islamic 
fi nancing opportunities to support their 
activities in the kingdom.

The Export-Import Bank of Malaysia 
(EXIM Bank), which just signed an MoU 
with Al Rajhi Bank Malaysia, expects 
its exposure to fi nancing Malaysian 
companies in Saudi Arabia to double 
within one or two years as a result of 
the companies’ growing participation in 
the market; and on strong demand for 
funding from construction companies 
and hoteliers seeking to expand in the 
kingdom.

According to Adissadikin Ali, the 
managing director/CEO of EXIM Bank, 
20% of the bank’s portfolio is exposed 
to the MENA region, with its exposure 
to Saudi amounting to RM60 million 
(US$19.53 million). 

Meanwhile, 10% of the bank’s RM6 
billion (US$1.95 billion) fi nancing 
portfolio is made up of Islamic assets.

Under its tie-up with Al Rajhi Malaysia, 
the Islamic bank will provide facility 
agency, security agency and other 
fi nancing-related agency services for 
EXIM Bank’s customers with businesses 
in the GCC and other markets where Al 
Rajhi is present. Countries of focus also 
include Jordan and Kuwait. 

Azrulnizam Abd Aziz, CEO of Al Rajhi 
Malaysia, said that the two banks have 
identifi ed “a few” deals in the pipeline 
from their tie-up, which could include 
project and trade fi nancing transactions.
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of Sukuk in May in a bid to restructure 
its RM1.6 billion (US$521.67 million) 
debt, of which half will mature over the 
next fi ve years.

The Sukuk will be issued in tranches of 
up to 16 years in maturity.

CIMB Investment Bank, Hong Leong 
Investment Bank and Kenanga 
Investment Bank are said to have been 
hired as lead arrangers of the off ering.

Oz to utilize Islamic finance
AUSTRALIA: Talal Yassine, the founder 
and managing director of Islamic asset 
manager Crescent Wealth, has called on 
the Australian government to respond to 
a report that was released by the Board 
of Taxation 18 months ago outlining 
initiatives that could help accelerate the 
growth of Islamic fi nance in the country.

Talal noted that Australia could 
potentially fund its future infrastructure 
needs, projected at US$780 billion and 
expected to see a shortfall in fi nancing, if 
it were to fully utilize its Islamic fi nance 
capabilities.

Boosting collaboration
PAKISTAN: Farz Foundation and 
the Institute of Islamic Banking of 
the University of Management and 
Technology have signed an MoU seeking 
cooperation on poverty alleviation, 
capacity building of entrepreneurs, 
knowledge sharing and research in 
Islamic fi nance.

The parties also plan to create and raise 
awareness for Shariah compliant banking 
products by conducting conferences, 
training sessions, seminars and 
workshops for the community, students 
and professionals.

Indonesia limits dollar debt
INDONESIA: Rahmat Waluyanto, the 
director general of government securities 
at the country’s ministry of fi nance, has 
said that Indonesia’s upcoming global 
Sukuk issuance will not be too large as 
the government prioritizes domestic over 
foreign funding sources.

Bhimantara Widyajala, a director of 
government securities at the fi nance 
ministry, also said that the government 
has no intention of issuing anymore 

US dollar-denominated Sukuk this 
year, despite a successful US$2.5 billion 
issuance earlier this month, in line with 
the government’s initiative to concentrate 
on the local market.

Meanwhile, yields on Indonesia rupiah-
denominated Sukuk are climbing to 
a one-month high over US dollar-
denominated Sukuk, on speculation that 
a rising fuel-import bill will disrupt the 
economy and weaken the rupiah.    

The yield premium demanded on local 
currency 4.45% Islamic notes maturing 
in February 2018 over 4% US dollar 
Sukuk maturing in November 2018 has 
reached 184 basis points, the widest on 
record.

Maybank Islamic’s growth on 
track
MALAYSIA: Maybank Islamic is on 
track to record RM1 billion (US$325.81 
million) in pre-tax profi t for its fi nancial 
year ending the 31st December 2012, as it 
targets a one-third contribution of Islamic 
fi nancing to the Maybank group’s loan 
and fi nancing portfolio by 2015.

The bank aims to achieve its target by 
leveraging its parent bank Maybank’s 
global wholesale business and 
community fi nancial services; while 
robust deposits and asset growth will 
also drive its development.

Muzaff ar Hisham, CEO of Maybank 
Islamic, also said that the bank’s 
immediate plan is to utilize its branch 
network to grow the business.

SBP sells Sukuk
PAKISTAN: The State Bank of Pakistan 
(SBP), the central bank, has raised 
PKR29.63 billion (US$325.43 million) via 
the auction of Sukuk Ijarah.

The majority of Pakistan’s commercial 
banks participated in the auction.

Indonesia Sukuk delayed
INDONESIA: The government has 
announced plans to delay the issuance of 
its project fi nancing Sukuk to 2013.

According to Dahlan Siamat, the director 
of Shariah fi nancing at the fi nance 
ministry’s debt management offi  ce, 
plans to issue project fi nancing Sukuk 

continued... Japan’s Financial Services 
Agency publishes J-Sukuk 
Q&A 
JAPAN: The Financial Services Agency 
(FSA) has published a Q&A designed 
to publicize its 2011 tax reforms for 
the issuance of ‘J-Sukuk’, signalling 
the country’s resolve in developing its 
Islamic bond market.

Its tax reforms introduced a tax break 
to level the playing fi eld between a 
conventional bond and a quasi-bond 
benefi cial interest, which can be used 
as a J-Sukuk, for tax purposes. The 
introduction of the tax break was 
followed by the Japan Securities 
Depository Center’s handling of J-Sukuk 
on the 1st April this year.

The FSA’s Q&A, which it expects to 
support the growth of Japan’s Sukuk 
market, covers basic Sukuk concepts and 
outlines the benefi ts and tax treatment of 
J-Sukuk. 

The document also highlights the 
merits of the issuance of Sukuk by local 
companies; noting that the Islamic papers 
will allow issuers to raise capital from 
Islamic investors, “to whom they have 
never had access”, while diversifying 
their sources of funding. In addition, 
the FSA highlighted the issuance of 
‘Samurai-Sukuk’, or a J-Sukuk issued 
in Japan by a foreign government or 
company. 

“By issuing Sukuk compliant with 
Islamic law, favorable att ention to the 
issuers in the Islamic world is expected. 
Thus, the issuers are expected to gain 
favorable positions in marketing in the 
Islamic world,” it said.

Japan’s move to woo Islamic investors 
may also prove timely as it struggles 
with weakening exports; posting a 
record trade defi cit in 2011. As the 
country endures the impact of last year’s 
earthquake and tsunami and slower 
demand from its key European export 
market, the entrance of Islamic funds 
could help bolster its economy.

continued...



9© 25th April 2012

NEWS

were not included in the revised state 
budget which was passed in March this 
year; noting the diffi  culty in issuing the 
Sukuk.

Maybank Syariah and BII 
could merge
INDONESIA: Maybank’s Indonesian 
units, Maybank Syariah and Bank 
Internasional Indonesia (BII), could 
merge following the completion of 
an evaluation of appropriate business 
models.

According to Ibrahim Hassan, the 
president director of Maybank Syariah, 
the bank could acquire the Islamic unit 
of BI or vice versa; following which the 
merged entity will be spun off  into a 
standalone Islamic bank.

A decision on the matt er is expected 
sometime this year.

Public Bank reports profit
MALAYSIA: Public Bank has reported 
a net profi t of RM941 million (US$306 

million) in the fi rst quarter of 2012, 
representing a year-on-year growth of 
6.4% 

Earnings from Islamic banking increased 
6% to RM211.7 million (US$69 million).

BSM to strengthen CAR
INDONESIA: Bank Syariah Mandiri 
(BSM) needs to raise an additional capital 
of IDR1 trillion (US$108.7 million) to 
strengthen its capital adequacy ratio 
(CAR), which is expected to see a 
shortfall due to a growth in fi nancing.

According to Yuslam Fauzi, its president 
director, the capital increase is expected 
to be implemented by the end of this year 
through a capital injection from its parent 
bank, Bank Mandiri, and the issuance of 
medium-term notes.

Prestige banking at Amana
SRI LANKA: Amana Bank has launched 
its ‘Amana Bank Prestige’ platform, 
aimed at high net worth customers.

The service is available to customers by 
invitation only.

Record year for Sukuk sales 
could ease excess demand
GLOBAL: Excess demand for Islamic 
bonds could see some respite this year 
as the global Sukuk market is expected 
to record another unprecedented year of 
issuances.

Saudi Arabia’s National Commercial 
Bank (NCB) has projected that Sukuk 
sales will top US$100 billion this year; 
while Standard Chartered predicts 
around US$15-20 billion-worth of Islamic 
bond issuances from the Middle East 
alone.

“Sukuk issuances this year appear on 
track for another all-time record with 
last year’s US$85.4 billion set to be 
comfortably exceeded,” noted NCB in a 
report. 

The surge in issuances will likely come 
as a relief for investors, in a market 
where demand for Islamic papers 
has traditionally outstripped supply. 
In a report, Kuwait Financial Center 
(Markaz), noted that assets managed 
by asset management fi rms in the GCC 
alone amounted to US$26.5 billion as 
at the end of last year; half of which are 
managed by Shariah compliant funds. 

Nonetheless, the shortage of Islamic debt 
has likely led asset managers to hold the 
least amount of their funds, at 5%, in 
fi xed income and specialized funds.

Meanwhile Henrik Raber, the global 
head of debt capital markets at Standard 
Chartered in Dubai, also noted that fi xed 
income notes from the Middle East are 
in strong demand from investors inside 
and outside of the region as global risk 
appetite returns, while the region’s 
issuers also have high credit standings. 

Investors have also reduced their 
exposure to Europe and sought new 
markets to place their funds; further 
fuelling demand for bonds and Sukuk, 
added Raber.
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Financial institutions set up 
Financial Services Association 
(UAE)
UAE: Financial institutions in the 
emirates have set up the Financial 
Services Association (UAE) [FSA UAE]; 
constituting a policy development 
and trade association for the country’s 
fi nancial services sector.

“We see the activity of this association 
as a signifi cant initiative which will 
further enrich the country’s fi nancial 
sector. It also clearly refl ects the great 
development achieved by UAE fi nancial 
institutions at the local and international 
levels,” said Abdullah Al-Turifi , CEO 
of the Securities and Commodities 
Authority, which supervises the capital 
markets.

The association, which has been 
registered in the Dubai International 
Financial Center and is in the process of 
being registered in Abu Dhabi, is led by a 
board of local and international fi nancial 
fi rms including Bank of Abu Dhabi, law 
fi rm Cliff ord Chance, Deloitt e, Franklin 
Templeton Investments, National Invest 
AD and UBS.

The FSA UAE also sees Dr Henry Azzam 
as its founding chairman and advisor 
to the board. A renowned Middle East 
banker, he stepped down as the chairman 
of Deutsche Bank for the MENA region at 
the beginning of this month. He has also 
served as chief executive of the German 
bank’s Middle East businesses.

Meanwhile the association, which has not 
published its full list of members, said 
that its membership consists of “a diverse 
group across the various divisions of 
fi nancial services in the UAE”.

The association’s current scope of work 
comprises a policy working group, 
which is engaged with the Securities & 
Commodities Authority as it seeks to 
address fi nancial services policy issues.

Farah Foustok, the chairwoman of the 
association, who is also CEO of ING 
Investment Management Middle East, 
noted that the FSA UAE aims to create 
a dialogue between the regulators and 
the association’s members, develop 
the regulatory framework to att ract 
investment into the UAE and advance 
international best practice.

EUROPE
Bank Asya seals Murabahah 
financing
TURKEY: Bank Asya has raised US$201 
million and EUR96.5 million (US$127 
million) via a dual-currency syndicated 
Murabahah facility to expand its local 
fi nancing activities.

Launched at US$200 million, the facility, 
which carries a profi t rate of 200 basis 
points per annum, was oversubscribed to 
close at US$325 million with participation 
from 28 banks globally. 

ABC Islamic Bank, Emirates NBD 
Capital, National Bank of Abu Dhabi, 
Noor Islamic Bank and Standard 
Chartered Bank served as the initial 
mandated lead arrangers and 
bookrunners for the transaction.

Indonesia Sukuk for VTB?
RUSSIA: VTB Bank is considering a 
Sukuk issuance in Indonesia this year as 
it plans to move a third of its debt into 
non-US dollar currencies by 2015, said 
Herbert Moos, its deputy president and 
chairman of the management board.

The bank is looking to become the fi rst 
Russian lender to sell Sukuk; and in 2011 
said that it aimed to raise around US$200 
million via an Islamic debt sale.

Profitable year for KFH-
Turkey 
TURKEY: Küveyt Türk Participation 
Bank has reported a net profi t increase 
of 22% to TRL195 million (US$109.85 
million) for the fi nancial year ended the 
31st December 2011.

The bank’s total assets increased by 54%, 
while revenues rose 17% compared.

Ireland promotes Islamic 
finance
IRELAND: Eamon Gilmore, the 
deputy prime minister of Ireland, has 
reiterated Ireland’s interest in growing its 
involvement in Islamic fi nance; stressing 
the industry’s role in its development 
as an international center for fi nancial 
services.

“We are determined to ensure that the 
International Financial Services Center 
will develop as a center of excellence 
for Islamic fi nance and are engaging 

with key stakeholders to move towards 
achieving this goal,” he said.

He also noted Ireland’s good fi t for 
Islamic fi nance activities due to its 
existing international fi nancial services 
sector, available education opportunities 
and accommodating tax laws.

Bank Asya to sell Sukuk
TURKEY: Asya Katılım Bankasi (Bank 
Asya) will sell a fi ve-year, US$300 million 
Sukuk in the third quarter of this year 
to help its business grow, according to 
Abdullah Celik, its CEO.

The bank will also sell Turkish lira-
denominated Islamic bonds following 
the sale of the Turkish government’s fi rst 
local currency Sukuk, expected by the 
end of this year, he said.

GLOBAL
Linklaters in new alliance
GLOBAL: Global law fi rm Linklaters, 
which has been involved in a number 
of Shariah compliant transactions, has 
announced an integrated alliance with 
Australia-based law fi rm Allens Arthur 
Robinson.

Asian Sukuk for IDB 
GLOBAL: The IDB is expected to issue 
RM400 million (US$131 million)-worth 
of Sukuk this year to fund infrastructure 
projects at the Iskandar Malaysia 
development project in the Malaysian 
state of Johor. 

However, the exact date for the Sukuk 
issuance has not been decided as the 
IDB awaits approval from the Malaysian 
central bank.

In addition, the bank is expected to 
issue a US$500 million Sukuk this year to 
fund development projects in Indonesia, 
pending the approval of its central bank.

IT firm offers Islamic finance 
software
GLOBAL: Global asset fi nance soft ware 
provider Cassiopae has announced 
that its V4 soft ware is now equipped to 
support Islamic fi nance transactions.

Jemil Ben Romdhane, its managing 
director, said that fi rm has provided 
the soft ware, which off ers robust 

continued...
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RATINGS
Good standing 
UAE: Fitch has affi  rmed Sharjah Islamic 
Bank’s long-term issuer default rating 
(IDR) at ‘BBB+’ with a stable outlook; and 
viability rating (VR) at ‘bb’.

Mixed ratings
UAE: Fitch Ratings has affi  rmed National 
Bank of Ras Al-Khaimah’s long-term 
issuer default rating (IDR) at ‘BBB+’ with 
a stable outlook. 

However, the rating agency has 
downgraded the bank’s viability rating to 
‘bb+’ from ‘bbb-’.

Solid standing
MALAYSIA: MARC has affi  rmed its 
‘AA+IS’ Sukuk ratings on port operator 
Westports Malaysia’s Islamic debt notes 
totaling RM2.8 billion (US$913 million), 
with a stable outlook.

Negative outlook in Bahrain
BAHRAIN: The outlook on the 
kingdom’s retail banking system remains 
negative, refl ecting the fragile operating 
environment, according to Moody’s.

Moody’s pointed out that Bahrain faces 
slow economic growth prospects and 
heightened downside risks over the next 
12-18 months

It added that these conditions will, in 
turn, weigh on retail banks’ domestic 
asset quality and profi tability metrics; 
although systemic risks will be mitigated 
by banks’ healthy liquidity and relatively 
strong capital positions.

core banking features and ability for 
confi guration to local requirements, to 
two North African leasing companies for 
their Ijarah and Istisnah products.

Noor Islamic eyes Turkey 
presence
GLOBAL: Dubai-based Noor Islamic 
Bank, which has arranged more than 
US$2 billion-worth of debt transactions 
in Turkey since 2011, is considering 
applying for a commercial banking 
license in the country later this year.

The bank also aims to fi nance another 
US$1 billion-worth of transactions in the 
country this year through its small and 
medium-sized enterprise business.

Follow-through on MoU
GLOBAL: Malaysia and Kazakhstan 
should follow up on their MoU on the 
implementation of an Islamic fi nance 
system in Kazakhstan, said Dr Awang 
Adek Hussin, the deputy fi nance 
minister of Malaysia. 

Dr Awang said that this will enable 
Malaysia to make a more meaningful 
contribution towards the development of 
Kazakhstan’s fi nancial system.

CIMB Group eyes Saudi deals
GLOBAL: CIMB Group will start 
discussions with potential partners in 
Saudi Arabia this year to manage Sukuk 
deals, according to Badlisyah Abdul 
Ghani, its CEO.

The move comes as Sukuk sales in the 
kingdom reached a record US$6.54 
billion in the year-to-date.

ITFC launches Arab platform
GLOBAL: The International Islamic 
Trade Finance Corporation (ITFC) has 
announced a trade capacity development 
initiative for Arab countries, to which the 
IDB Group will contribute US$2 million 
for the fi rst phase. 

Under the initiative, ITFC will provide 
a platform to assist Arab countries in 
mobilizing their resources to accelerate 
the pace of trade reforms and enhance 
competitiveness in global and regional 
markets.

The eff ort is supported by fi ve United 
Nations specialized agencies: namely 
the International Labor Organization, 

the International Trade Center, the 
United Nations Conference on Trade 
and Development, the United Nations 
Development Program and the United 
Nations Industrial Development 
Organization.

Stephenson Harwood gears 
up for Dubai launch
GLOBAL: International legal fi rm 
Stephenson Harwood, which advises on 
Islamic fi nance transactions, is preparing 
to launch an offi  ce in Dubai.

The new offi  ce is expected to open by the 
middle of this year, although the fi rm has 
yet to apply for a license from The Ruler’s 
Court in Dubai. Rovine Chandrasekera, 
its commercial litigation and arbitration 
partner, has been appointed to head the 
new offi  ce. 

Stephenson Harwood has been operating 
in the Middle East via a joint venture 
with Kuwaiti law fi rm ASAR - Al 
Ruwayeh & Partners, where it focuses on 
Islamic fi nance and investment.

MIDDLE EAST
Masraf Al Rayan to manage 
rights issue
QATAR: Masraf Al Rayan has signed 
an agreement with National Leasing 
Holding (Alĳ arah Holding) to help raise 
its capital through a rights issue.

The bank will be in charge of organizing 
the rights issue.

QFIB makes disposal
QATAR: Qatar First Investment Bank 
(QFIB) has sold its 41% stake in Qatar 
Engineering & Construction Company 
(Qcon) for US$77 million to a Qatari 
investor, said Emad Mansour, its CEO.

The bank bought the stake in the oil and 
gas, petrochemical, fertilizer and power 
contracting fi rm in 2009.

Al Imtiaz in financing deal
KUWAIT: Al Imtiaz Investment 
Company has reached an agreement 
with a local bank to secure a seven-year 
Islamic fi nancing worth KWD25 million 
(US$90 million).

The fi nancing will be used to boost its 
investment activities. The company did 
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not disclose the bank which provided the 
fi nancing.

Al Imtiaz is a local Shariah compliant 
fi rm with interests in fi nancial services, 
real estate and construction. It is 25% 
owned by Barwa Real Estate Company, 
which also owns Qatar’s Barwa Bank.

Islamic financing for Roots 
Group 
SAUDI ARABIA: Construction 
equipment and materials distributor 
Roots Group Arabia and its subsidiary, 
Mimar International, have received a 
SAR505 million (US$134.64 million) 
Shariah compliant fi nancing facility.

The fi nancing was obtained from Saudi 
Hollandi Bank and SABB.

Boubyan’s profits rise 
KUWAIT: Boubyan Bank has reported a 
net profi t of KWD2.48 million (US$8.91 
million) for the fi rst quarter of 2012, 
representing a year-on-year growth of 
17%.

Operating profi ts reached KWD7.5 
million (US$27 million), while total assets 
grew 14% to KWD1.6 million (US$5.75 
million).

US$2 billion Sukuk for BSF
SAUDI ARABIA: Banque Saudi Fransi 
(BSF) has set up a US$2 billion Sukuk 
program.

The bank, which posted its base 
prospectus on the London Stock 
Exchange, has appointed Citigroup, 
Credit Agricole and Deutsche Bank as 
lead arrangers of the transaction.

Auto Sukuk launched
KUWAIT: Yusuf A Alghanim & Sons 
Automotive Company has commenced 
the issuance of its fi rst medium-term 
Sukuk.

Islamic investment fi rm Rasameel 
Structured Finance Company is the 
lead arranger and program manager 
of the transaction; which will comprise 
the periodic issuance of short-term 
credit facilities in tranches and in tenors 
between 18-24 months.

Rasameel is also the sole mandated 
structuring and Shariah advisor for the 
transaction.

Tamweel’s Q1 profits down
UAE: Tamweel has reported a decrease 
in net profi t to AED18 million (US$5 
million) for the fi rst quarter ended the 
31st March 2012, against AED27 million 
(US$7.35 million) in the previous 
corresponding period, due to a one-off  
provision of AED21.6 million (US$5.88 
million) for litigation losses.

Operating profi t before provisions 
increased to AED48.5 million (US$13.2 
million) in comparison to AED43 million 
(US$11.7 million) in the fi rst quarter of 
2010.

HSBC Oman and OIB to merge
OMAN: HSBC has announced that 
HSBC Oman will merge with Oman 
International Bank (OIB), with the UK 
bank to hold a 51% majority stake in the 
enlarged entity; to be renamed HSBC 
Bank Oman.

According to Simon Cooper, the group 
general manager and CEO of HSBC 
Bank Middle East, HSBC will have 
management and board control of the 
new entity, which will remain listed on 
the Muscat Stock Exchange.

He also noted that with Islamic banking 
licenses now being issued in Oman, the 
merged bank can tap into the Shariah 
compliant fi nance market with the 
expertise of HSBC Amanah.

Arab Islamic Bank makes 
lower profit
PALESTINE: Arab Islamic Bank has 
reported a pre-tax profi t of US$790,382 
for the fi rst quarter ended the 31st March 
2012, against US$1.1 million in the 
previous corresponding period.

The company’s total assets reached 
US$330.46 million, in comparison to 
US$300.08 million at the end of 2011.

Developing MENA mortgage 
mart
BAHRAIN: Islamic housing fi nancing 
has grown signifi cantly over the last 
decade and the MENA region in 
particular will see further growth of 
Islamic mortgages, said R Lakshmanan, 
CEO of Sakana Holistic Housing 
Solutions.

He added that with government support 
and a bett er regulatory system, the 

continued...
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Islamic Finance news invites you 
to parti cipate in our 4th annual 
IFN Law Poll, recognizing the 
leading fi gures and law fi rms 
specializing in the various facets 
of the Islamic fi nance industry.

Divided across 16 individual 
categories the IFN Law Poll 
invites you to nominate the 
noteworthy individual lawyers 
and acti ve law fi rms in each 
market category, before asking 
for your fi nal nominati on as to 
the Best Overall Law Firm in 
Islamic fi nance for 2012.

Voti ng in each category is not 
mandatory and you do have 
the opti on to skip through each 
fi eld.

To simplify the procedure 
a shortlist of 40 previously 
nominated fi rms has been 
given under each category with 
the opti on to enter your own 
individual selecti on should you 
chose to do so. This poll will only 
take approximate 4-5 minutes.

Please visit 
www.islamicfi nancenews.com 

to parti cipate in this poll!

Poll 2012
Law

Closing Date: 30th April 2012
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MOVES
GULF FINANCE HOUSE
BAHRAIN: Gulf Finance House (GFH) 
has appointed Hisham Alrayes as its 
acting CEO.

Hisham is currently the chief investment 
offi  cer at GFH and will take up his new 
position with immediate eff ect.

JONES DAY
UK: Legal fi rm Jones Day has appointed 
Dominic O’Brien as a partner at its 
banking and fi nance practice in London.

O’Brien was previously with Herbert 
Smith, where he advised on Islamic 
fi nancing transactions.

NOOR TAKAFUL
UAE: Jawaid Tabassum has stepped 
down as the head of bancaTakaful at 
Noor Takaful.

He has joined Globaleye, an 
international wealth management 
company, as the general manager for 
its general insurance and employee 
benefi ts department in the UAE.

PWC MALAYSIA
MALAYSIA: PwC has appointed 
Mohammad Faiz Azmi, its current 
Malaysian joint assurance leader and 
global Islamic fi nance leader, as its 
executive chairman and Sridharan 
Nair as the managing director of its 
Malaysian operations, eff ective from the 
1st July.

They will take over from Johan Raslan 
and Chin Kwai Fatt , respectively.

EFGHERMES HOLDING
EGYPT: Karim Nehma has stepped 
down as the co-head of asset 
management at EFG-Hermes Holding.

His departure leaves Kashif Siddiqui as 
the sole head of the asset management 
division, which may be included in 
merger plans between EFG-Hermes and 
QInvest.

DEUTSCHE GULF FINANCE
SAUDI ARABIA: Local Shariah 
compliant home fi nancing company 
Deutsche Gulf Finance has appointed 
Doug Naidus as its non-executive 
chairman. 

Islamic housing fi nance market will be 
able to develop further.

He also outlined several requirements for 
the growth of MENA’s mortgage market, 
including the need for the establishment 
of a national housing policy, an increased 
role of public-private partnership for 
housing fi nance as well as a more 
effi  cient credit bureau.

ConfigBuilder for Boubyan 
Bank
KUWAIT: Boubyan Bank has deployed 
Paragon Application Systems’ ATM 
confi guration management soft ware, 
Confi gBuilder, through the IT fi rm’s 
Middle East partner, International 
Turnkey Systems.

The soft ware provides ATM screen 
support specifi cally designed for smart 
debit cards such as EuroPay, Master Card 
and Visa, as well as higher defi nition 
logos, graphics, audio and video fi les.

Al-Khodari gets Islamic 
financing 
SAUDI ARABIA: Local contracting fi rm 
Abdullah AM Al-Khodari Sons Company 
has signed a SAR170 million (US$45.32 
million) agreement for Islamic credit 
facilities with Saudi Investment Bank to 
provide bonding commitments and fund 
the company’s capital requirements.

The agreement covers new funds and a 
renewal of existing facilities.

Samba charts growth in Q1
SAUDI ARABIA: Samba Financial 
Group has reported a 2% year-on-year 
growth in net profi t to SAR1.15 billion 
(US$307 million) for the fi rst quarter of 
2012; due to an increase in operating 
income. 

Total operating profi t for the quarter rose 
5.6% to SAR1.79 billion (US$477 million).

Credit Suisse advising QFIB?
QATAR: Credit Suisse Group has 
reportedly been hired as fi nancial advisor 
for Qatar First Investment Bank (QFIB)’s 
listing of all its shares on the Qatar 
Exchange.

The bank is expected to list by November 
this year.

Barwa Bank funds factories 
QATAR: Barwa Bank has entered into 
a QAR113 million (US$31 million) 
fi nancing agreement with local 
manufacturer Gulf Medium Industries.

The fi nancing will be used to fund the 
establishment of factories that will 
manufacture materials used to build 
highways.

Barwa Bank’s profits surge
QATAR: Barwa Bank has reported an 
882% year-on-year surge in net profi t to 
QAR244 million (US$67 million) for the 
fi nancial year ended the 31st December 
2011.

A relatively newcomer to the world of Islamic fi nance, Australia is now making waves with the 
emergence of Shariah compliant funds, Islamic focused fi nancial institutions and strong support 
from the regulators. Supported by the State of Victoria Government, the IFN Roadshow Australia 
will return to Melbourne.

Lead Sponsor Venue Sponsor Partner

Lead Media Partner

REGISTER NOW
at

www.REDmoneyevents.com
Attendance is FREE, but seats are limited. Register now to ensure your place is confi rmed

Exclusive Knowledge Partner
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The bank’s total assets rose 143% to reach 
QAR19 billion (US$5.22 billion), on a 
354% increase in its fi nancing portfolio, 
while customer deposits grew to QAR9 
billion (US$2.47 billion) from QAR3 
billion (US$823.7 million) in 2010.

TID remains listed
KUWAIT: The Capital Markets Authority 
(CMA) has overturned its earlier decision 
to de-list The Investment Dar (TID) 
from the Kuwait Stock Exchange, aft er it 
received a complaint from the company 
that the move was unfair. 

TID was one of nine companies that the 
CMA said in February it would de-list; 
for reasons including failing to report 
their earnings.

Ma’aden eyes Islamic 
financing
SAUDI ARABIA: Local state-owned 
mining fi rm Saudi Arabian Mining 
Company (Ma’aden) is in talks with 
several banks to secure medium-term 
Murabahah fi nancing worth up to SAR7 
billion (US$1.87 billion). 

The fi nancing will be used to fund the 
fi rm’s future projects.

New branches for 
BankMuscat
OMAN: BankMuscat is planning to 
establish seven branches dedicated to 
providing Islamic banking via its Shariah 
compliant window, Meethaq, said Abdul 
Razak Ali Issa, its CEO.

The establishment of the branches 
remains subject to regulatory approval.

Islamic funds for Mazaya 
project
QATAR: QInvest has been appointed 
fi nancial advisor for Mazaya Qatar Real 
Estate Development Company’s Sidra 
Village Residential Project.

The property developer plans to raise 
up to US$140 million-worth of Islamic 
fi nancing from banks within the next 
two months for the project; with QInvest 
securing the construction fi nancing.

UAB in double-digit growth
UAE: United Arab Bank (UAB) has 
reported a 23% year-on-year increase in 

net profi t to AED75 million (US$20.42 
million) for the fi rst quarter ended 
the 31st March 2012; as total operating 
income rose 31% to AED164 million 
(US$44.64 million).

The bank’s loans and advances increased 
12% to AED9 billion (US$2.45 billion).

QIB funds port project
QATAR: Qatar Islamic Bank (QIB) has 
signed a fi nancing agreement with 
the Middle East Dredging Company 
(MEDCO) to fi nance the company’s work 
on Qatar’s New Port Project.

The fi nancing will be used to purchase 
machinery and equipment and fund 
labor and other necessary works related 
to MEDCO’s role in the project.

CBD’s profits increase
UAE: Commercial Bank of Dubai (CBD) 
has reported AED331 million (US$90 
million) in operating profi t for the fi rst 
quarter of 2012, representing a year-on-
year growth of 1.3%.

The growth was contributed by a 5.7% 
rise in non-interest income, while fees and 
commission income increased 2.7%.

UNB charts growth in Q1
UAE: Union National Bank (UNB) 
has reported a consolidated profi t of 
AED474.8 million (US$129 million) for 
the fi rst quarter of 2012, up 3.3% from the 
same period last year.

Net interest income and net income 
from Islamic fi nancing rose to AED 618.2 
million (US$168 million).

Coming up...
Volume 9 Issue 17 — 1st May 2012

Features
Draft ing Shariah compliant 
memorandums and articles of association 
for a British Virgin Islands company; By 
Philip Ireland, partner at Maples and 
Calder.

Islamic fi nancial institutions: Remedy 
for the current economic crisis; By Dr 
Magda Ismail Mohsin, lecturer on Islamic 
Economics and Finance at INCEIF.

Ujrah-based credit card: Innovation in 
Islamic consumer banking products; By 
Ahmad Mukarrami Ab Mumin, head of 
Shariah division at RHB Islamic Bank.

Naidus was previously the managing 
director and global head of residential 
mortgage backed securities lending and 
trading at Deutsche Bank.

HSBC
GLOBAL: HSBC has promoted Alexi 
Chan to head of debt capital markets 
origination for Asia, replacing Rod Sykes.

Chan has been involved in several high-
profi le transactions across the region, 
including Indonesia’s fi rst global Sukuk 
issuance.

MAPLESFS
GLOBAL: Global fund management 
company MaplesFS has made three 
senior appointments to its Middle East 
team.

They include Fred Tabbal as regional 
head of fund services, Andrew Millar as 
senior vice president of fi duciary services 
and Charlott e Windsor as vice-president 
of fund services.

®

®

®

CIFP programme admission deadline:

June Intakes Sept Intakes

CIFP Fulltime

4 May 24 JulyInternational
Local 27 May 12 August

CIFP Online

International
&
Local

27 May 12 August
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Corporate issuances in Indonesia 
have been far and few. Government 
data reveals that last year there were 
only two such issuances – Bank 
Pembangunan Daerah Sulawesi 
Selatan and Bank Nagari: both regional 
development banks from South 
Sulawesi and West Sumatra, each worth 
IDR100 billion (US$9.25 million).

The problem arises in regards to 
taxation and the transfer of benefi ciary 
ownership, particularly in common 
structures such as the Sukuk Ijarah. 
While government Sukuk issuances are 
legislated by the Sukuk Act enacted back 
in 2008, there is currently no regulation 
or legislation exempting tax for corporate 
Sukuk issuances. These issues have been 
raised to the tax directorate for a long 
time, laments one banker. “We have 
asked the government to formalize a 
tax neutrality law for corporate Sukuk 
issuances for a long time now but to date 
nothing has come forth,” he says.

He adds that at the moment domestic 
banks are only comfortable arranging 
government and government-owned 
corporation Sukuk. “We are not 
comfortable doing Sukuk for corporates 
and state-owned enterprises because there 
has been no ruling, decree or exemption on 
tax neutrality for these entities. 

Although the tax directorate has been 
silent on the tax issue, we are concerned 
about a future claim of backdated taxes, 
so we have decided to take a step back 
to adopt a wait-and-see approach,” he 
notes. 

Another local banker feels that tax 
neutrality is non-issue as the tax 
treatment of local currency corporate 
Sukuk is identical to that of conventional 
bonds. The issue will only arise if 
companies wanted to issue a global 
Sukuk, where a special purpose vehicle 
would be required to house the assets 
underlying the Sukuk. “There is a need 
for greater clarity on tax implications for 
those issuances instead, as the value-
added tax law only covers services 
provided by Shariah compliant banks 
such as the removal of double taxation 
for the Murabahah structure.

In January, the fi nance ministry affi  rmed 
in a regulation that leasing based on 
Islamic principles such as Ijarah and 
Ijarah Muntahiyah Bitt amlik would be 
imposed with tax similar to that of an 
operating lease and fi nancial lease. 

There are signs of a promising future 
for Indonesian corporates and Herwin 
Bustaman, the head of HSBC Amanah in 
Indonesia, reportedly said recently that 
he was optimistic that several supportive 
regulatory initiatives would help boost 
corporate Sukuk issuances in the country. 

These include reducing the listing fees 
for corporate issuance structures of 
Musharakah and Istisnah Sukuk by the 
end of the year as well as allowing a 
company to off er only one prospectus 
when issuing both local bonds and 
domestic Sukuk. He urged Sukuk 
arrangers to educate corporates on the 
potential changes, which could involve 
organizing non-deal roadshows to 

raise the level of understanding and 
familiarity.

The Capital Market and Financial 
Institution Supervisory Agency 
(Bapepam) has predicted corporate 
Sukuk sales to reach IDR8 trillion 
(US$870.4 million) by the end of this year 
from IDR5.4 trillion (US$587.52 million) 
at the end of March. This estimate is 
already taking shape with two big 
potential issuances expected to hit the 
domestic market soon. One of the most 
highly-anticipated is from Indonesia’s 
fi rst Islamic bank, Bank Muamalat 
Indonesia, which is targeting to off er 
about IDR800 billion (US$87 million) of 
Shariah compliant notes in June. 

The other is Indonesian food 
manufacturer Mayora Indah’s fi ve year 
IDR250 billion (US$27.2 million) Sukuk, 
to be traded at an indicative coupon of 
7.75-9%, which together with its IDR500 
billion (US$54.05 million) conventional 
bond is recording an oversubscription 
of fi ve times the off er even before the 
completion of the book building process. 
The Sukuk is expected to be issued in 
May. 

Indonesia has everything going for it 
– a thriving economy, surging foreign 
investments and strong exports. This will 
result in private corporations requiring 
more funding to meet domestic demand. 
This is the perfect time for regulators 
step up to the plate if they want to see 
exponential growth of Islamic fi nance in 
the country.  — RW

The rise of corporate issuances? 

It has been revealed to Islamic Finance 
news that the Turkish government is 
due to issue a lira-denominated Sukuk 
by the end of this year, fi nally ending 
the longstanding speculation on the 
republic’s stance on a sovereign Sukuk 
issuance. 

A source close to the industry added: 
“There have been no concrete details 
on the size of the issuance, or who will 
be involved, but this is what we have 
heard.” 

In 2011 the government passed a law 
reducing the withholding tax on Sukuk 
to 10% and exempting sales from value-

added, stamp and corporate taxes. 
Although the law only applies to Sukuk 
Ijarah, many in the industry perceived 
it as a positive step for the emerging 
market, particularly in the realm of 
sovereign issuances. Following on from 
the withholding tax law amendment, 
the republic’s Capital Markets Board 
also exempted Sukuk certifi cates with 
a minimum tenure of fi ve years from 
revenue taxes, which had previously 
stood between 3-10%, putt ing them on 
par with non-Islamic bonds.  

Prime Minister Ali Babacan last week 
reiterated the signifi cance of the republic 
issuing a sovereign Sukuk, stating: 

“Turkey should participate in the Sukuk 
issuance market, and the treasury’s 
Sukuk issues will pave the way for those 
in the private sector. Strengthening 
the Sukuk market is also important in 
making Istanbul a global fi nance center, 
and the Sukuk certifi cates will be traded 
on the Istanbul Stock Exchange.” 

Islamic Finance news reported earlier 
this year that international players such 
as HSBC and Citigroup had expressed 
interest in tapping the Turkish market. 
Citibank Middle East and Africa (EMEA) 
board director Alberto Verme said: “We 
will defi nitely enter the Sukuk market in 
Turkey.”  — NH

Lira Sukuk for Turkey?
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AUSTRALIA

By Gerhard Bakker, IFN Correspondent

Australia continues to off er interesting 
investment and business opportunities 
in Islamic fi nance. While the industry 
is still in its infancy, exemplifi ed by 
the fact that there are no more than a 
handful of retail fi nancial companies 
and various taxation constraints, there 
is rapid growth potential. A large pool 
of indigenous savings generated by the 
national mandatory superannuation 
savings scheme and the resilience of 
the Australian economy means there 
are strong prospects for the growth of 
Islamic fi nance.

Since the introduction of a 
‘superannuation guarantee’ in 1992 
Australians have enjoyed a guaranteed 
employer contribution to their retirement 
savings in addition to their wages. This 
is currently legislated at 9% of wages 
– set to be increased to 12% — and 
has led to a pool of national savings of 
approximately US$1.5 trillion which 
forms the basis of a highly competitive 
and diversifi ed wealth management 
industry. This presents opportunities 
for businesses seeking funding and for 
investors seeking to take advantage of 
the sophisticated, effi  cient and highly 

skilled fi nancial sector and Australia’s 
resilient economy. 

With consistent growth throughout the 
global fi nancial crisis, with the average 
GDP growth staying above 2% for the 
four years 2008-2011, Australia has 
eff ectively capitalized on the growth 
in developing Asian economies. For 
the fi nancial year 2010-11, the top fi ve 
exports were all mineral and energy 
resources and the major customers were 
China, Japan, Korea, India and Taiwan. 
This growth has been aided by the large 
pool of indigenous savings available 
from superannuation funds investing in 
equities and fi nancial instruments in the 
mineral and energy resources sectors. 
This presents opportunities in Islamic 
fi nance with companies such as Saudi 
Aramco and Royal Dutch Shell sett ing a 
precedent of using Sukuk instruments to 
fi nance resource projects.

The confl uence of large amounts 
of liquidity, associated fi nance 
infrastructure and ongoing economic 
growth despite the global downturn 
presents a variety of opportunities in 
Islamic fi nance. This fertile ground 
is starting to bear fruit, as evidenced 
by the recent establishment of the 
Thomson Reuters-backed Islamic index 
which contains signifi cant exposure 

to Australian listed mineral and 
energy resources  companies, further 
development of retail products such 
as Shariah compliant home mortgage 
products for the rapidly growing 
Australian Muslim population (340,392 
according to the offi  cial 2006 census 
and growing at 5% per annum) and 
the establishment of Shariah compliant 
businesses in Australia such as Madina 
Village in the aged-care sector. 

Recently the National Australia Bank, one 
of Australia’s ‘big four’ banks, has been 
reportedly considering a Sukuk off ering; 
evidence that the increasing sophistication 
of the Australian fi nancial services industry 
has started to generate Islamic fi nance 
opportunities. This, alongside the Westpac 
Special Interbank Placement for Islamic 
institutions, shows that the government’s 
push to make Australia a fi nancial 
services hub is going to be assisted with 
developments in banking. Mirroring the 
changes made to the Finance Act in the UK 
– removing double taxation – is an ongoing 
discussion in Australia and certainly one 
that would provide further impetus for 
growth.

Gerhard Bakker is the director of Madina 
Village and he can be contacted at gerhard@
madinavillage.com.au.

Islamic finance gaining increasing relevance

BERMUDA

By Belaid A Jheengoor, IFN Correspondent

Many jurisdictions are promoting their 
intent to welcome Islamic investment 
schemes to register on their shores. 
Choosing a jurisdiction can be diffi  cult, 
but there are some signifi cant areas 
where an investor can safely assess the 
suitability and safety of the jurisdiction 
for their funds. 

Favorable consideration should be 
taken when a jurisdiction undertakes 
specifi c legislation/regulation to clarify 
and protect the treatment of Islamic 
funds. For example in Bermuda the 
country’s regulatory authority, the 
Bermuda Monetary Authority (BMA), 
recently published its Guidance Notes on 
Islamic Collective Investment Schemes 
(Guidance Notes), strengthening 
Bermuda’s case as a favorable domicile 
for the establishment of Islamic 

investment funds. This enhances 
and clarifi es its position as one of the 
world’s leading jurisdictions for the 
asset management industry and the 
government’s receptive att itude to new 
entrants to the market. The competitive 
advantages that make Bermuda a fi rst 
choice for conventional fund managers 
and promoters apply to Islamic 
investment funds. 

Jeremy Cox, the CEO of the BMA, said: 
“By issuing the Guidance Notes we are 
helping the market take advantage of 
this potential business opportunity for 
Bermuda, while ensuring the sector 
remains appropriately regulated.”

To facilitate the management of cross-
border investment fl ows, it is vital to 
have tax effi  cient global fund platforms 
in a reputable jurisdiction. Bermuda’s 
tax effi  ciencies not only create an 
opportunity for the establishment 

of global fund platforms, but are 
advantageous to locally-based asset 
management and advisory functions, 
enhancing the fund managers’ ability to 
att ract capital on a global basis including 
cash-rich investors from the growing 
emerging markets. Bermuda as a center 
of excellence for the alternative fund 
industry can assist in the development of 
innovative Shariah compliant alternative 
investment funds. Islamic investment 
funds, including Sukuk funds, can be 
listed on the Bermuda Stock Exchange, 
and umbrella funds can be created as 
segregated account companies.

BMA’s Guidance Notes
The BMA’s Guidance Notes are 
principle-based and non-discriminatory 
(providing a level playing fi eld with 
conventional funds), hence adding to 
Bermuda’s competitive advantages by 

Bermuda: Domicile of choice for Islamic funds (Part I)

continued...
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BAHRAIN

By Dr Hatim El-Tahir, IFN Correspondent

On the 19th March 2012 Arcapita Bank 
and several of its affi  liates, including 
Arcapita Investment Holdings, fi led 
voluntary cases under Chapter 11 of the 
US Bankruptcy Code.  This decision 
by Arcapita to reorganize its fi nance 
through this process fi les a new chapter 
in Bahrain’s fi nancial industry in 
particular; and generally in the Islamic 
fi nance industry. 

Arcapita is the fi rst Gulf Islamic fi nancial 
institution to fi le a case under the US 
Chapter 11 Bankruptcy Code. This 
new development in Islamic fi nance 
and in the Bahrain fi nancial industry 
will prompt a host of professional and 
practice-related challenges in three key 
areas, namely:

• Government support to self-
regulating organizations, institutions, 
investors, and creditors.

• Timely and adequate professional 
services and bankruptcy laws.

• Public education on the impact and 

uses of foreign bankruptcy laws and 
petitions. 

The decision of Arcapita to fi le for 
the US Chapter 11 Bankruptcy Code 
makes it the fi rst Gulf corporate to seek 
petition in the US courts to protect its 
assets and business interest. This in turn 
raises a number of practice and policy 
issues relating to commercial and legal 
exercises. 

For instance the transparency 
requirements of the US bankruptcy code, 
sharing information with the public, 
investors, creditors or even dealing with 
the media, are all important elements to 
ensure that the fi rm achieves the goal of 
fi ling for protection rather than ending 
up going down the liquidation route.

Although this development will 
hopefully not frequently recur in the 
industry, it is important to note that Gulf 
corporates and Islamic fi nance corporates 
in particular have been exposed to new 
practice challenges that will require 
greater eff orts from institutions, 
regulators, governments and commercial 
entities to promote best practices and 
synchronize a culture of integration and 
harmonization in the industry.

Equally important, professional 
services fi rms are expected to off er 
the appropriate level of expertise and 
services to assist Gulf corporates to 
maximize the benefi ts of taking such 
action during fi nancial distress and debt 
management, in particular where Gulf 
or Islamic fi nancial institutions have 
exposure to the US or European markets.

Conclusion
People, practitioners and regulators will 
keep a close eye on the development 
of the Arcapita case given its leading 
role as the fi rst Shariah compliant 
investment bank. The challenge placed 
on its management and board cannot 
be understated, and it is hoped that 
industry stakeholders act positively 
and responsibly towards this challenge; 
which is not only confi ned to Arcapita 
but has implications for the survival 
of the Shariah compliant investment 
business model as a whole.

Dr Hatim El-Tahir is the director, Islamic 
fi nance group, Islamic Finance Knowledge 
Center Leader at Deloitt e & Touche – 
Bahrain. He can be contacted at heltahir@
deloitt e.com.

Islamic finance is filing for a new chapter

off ering fl exibility to Islamic investment 
fund promoters who can confi dently 
structure, manage and administer such 
funds in Bermuda, bringing innovative 
investment products such as Sukuk 
funds and exchange-traded funds to the 
global market. Bermuda’s certainty of 
the law and its tax neutrality off er the 
advantages of eff ective tax structuring 
and speed to market for these innovative 
products and structures. 

There are no impediments to authorizing 
Islamic investment funds in Bermuda 
under the current framework. The 
Guidance Notes provide clarity on a 
number of issues which such funds may 
need to consider in complying with the 
existing regulatory framework, such 
as required disclosures, notifi cation 
of material changes, and the role 
and responsibilities of the Shariah 
supervisory board, an independent 
governance body to ensure such fund 
products conform to Islamic fi nancial 
principles.

Bermuda’s regulatory 
framework is suitable for 
Islamic investment funds
Regular dialogue between Bermuda’s 
international business and government 
encourages regulations that are 
innovative, while preserving the highest 
standards of conduct. The regulatory 
framework is purposeful, but not 
obtrusive. This approach to regulation 
accommodates a variety of structures for 
both hedge and private equity products, 
and for asset managers themselves, 
including exempted companies, 
partnerships, unit trusts and segregated 
account companies. 

Bermuda’s legislation is robust, but 
fl exible to accommodate Islamic 
investment funds, and such funds are 
viewed under the growing, broader 
umbrella of socially responsible 
investing. The same principles and 
requirements under the Investment Fund 
Act apply to Islamic investment funds. 

Islamic private equity, venture capital, 
real estate, and global infrastructure 
funds are typically structured as 
an exempted limited partnership. 
Bermuda’s limited partnership structure 
accommodates both the Mudarabah and 
Musharakah structures. The Bermuda 
Partnership Act does not att empt to 
regulate the aff airs of a partnership to 
any great extent. 

The specifi c Islamic fi nancial principles, 
requirements and restrictions can easily 
be incorporated into an investment 
fund’s off ering memorandum/prospectus 
or partnership agreement. Bermuda 
structures are also suitable parallel 
vehicles.

Belaid A Jheengoor is the director of asset 
management at PwC and he can be contacted 
at belaid.jheengoor@bm.pwc.com.

Continued
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IRAN

By Majid Pireh, IFN Correspondent

An investment bank is a fi nancial 
institution that assists individuals, 
corporations and governments in raising 
capital by underwriting and/or acting 
as the client’s agent in the issuance of 
securities. It may also assist companies 
involved in mergers and acquisitions, 
and provide ancillary services such as 
market making, trading of derivatives, 
fi xed income instruments, foreign 
exchange, commodities, and equity 
securities. Unlike commercial banks 
and retail banks, investment banks do 
not take deposits. 

Based on the ‘Rules Governing the 
Operations of Investment Banks’ ratifi ed 
in August 2007 by the Securities High 
Council of Iran, the main areas of 
investment bank activities in the country 
include: subscription, underwriting, and 
undertakings to purchase securities in 
secondary off erings within the bank’s 
own fi nancial ability or through forming 
a syndicate with similar entities. 

Secondary areas of activity include: 
• Providing consultancy services;
• Marketing and/or managing the 

process of securities transfer; 
• Providing services relating to design 

and issue of fi nancial instruments for 
companies; 

• Providing asset management services; 
• Brokerage; 
• Broker/dealership; 
• Portfolio management; 
• Market-making; 

In the Iranian capital market in 
September 2007, Amin Investment Bank 
received its establishment license from 
the Securities and Exchange Organization 

(SEO) as the fi rst investment bank in Iran. 
Amin Investment Bank’s initial capital 
is about US$100 million. Currently there 
are seven investment banks that have 
received establishment licenses from the 
SEO, which are: 
• Amin Investment Bank.
• Novin Investment Bank.
• Sepehr Investment Bank.
• Mellat Investment Bank.
• Parsian Investment Bank. 
• Omid Investment Bank. 
• Arman Investment Bank.

Principle 44 of Iran’s constitution 
emphasizes that the Iranian economy 
consists of three main pillars: the 
state sector, the private sector and the 
cooperative sector. Hence investment 
banks play an important role for 
reorganizing some state-owned 
companies into private companies.

With this, they not only provide technical 
services for the capital market investors, 
but they also benefi t the national 
economy by providing investment 
opportunities.

Majid Pireh is an Islamic fi nance expert 
att ached to the Securities and Exchange 
Organization (SEO). He can be contacted at 
majidpireh@gmail.com.

Investment banks in the Iranian capital market  

Investment 
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QATAR

By Jaime Oon, IFN Correspondent

Earlier this month an MoU was signed 
between the Qatari government, the 
Islamic Development Bank and the 
Dallah Albaraka Group. 

Their aim is to establish a Doha-based 
Islamic bank with a capital of US$1 
billion, half of which has reportedly 
already been subscribed by the founders.
 
It has long been commented that the 
global Islamic fi nance sector is being held 
back by liquidity constraints and this or-
ganization aims to go some way towards 
addressing those problems. 

The bank’s mandate goes much further 
than adressing liquidity constraints and 
seeks to fi nd solutions to other key issues 
in the industry such as infrastructure 

fi nancing and interbank trading. There 
have been some comments that the man-
date is so wide as to make it diffi  cult to 
achieve in practice, and concerns over the 
potential of a bidding war to att ract top 
Islamic fi nance talent. 

However, whatever the practical realities, 
it is certainly a step in the right direction 
for the sector.

Whilst increased liquidity and focus on 
infrastructure project fi nance can only 
be positive for Doha Islamic banks, there 
is no publicly available timeline for the 
superbank’s launch. 

It seems unlikely that the announcement 
will have any impact on the Islamic 
fi nance sector’s role in the support of the 
many large-scale projects expected to be 
announced this year (the Qatar integrated 
rail project and phases three and four of the 
Musherieb project to name just two).

Elsewhere in the market Qatar Islamic 
Bank (QIB), the largest Islamic bank in 
Qatar, has been having a good month. 
It was announced that quarterly profi ts 
have increased by 21% year-on-year, 
beating market estimates. 

Financing income increased by 7.2% 
and fee income by 68.8%. QIB is the 
only Islamic bank in the country with a 
Standard and Poor’s rating and this was 
increased to ‘A-/A-2’ for long-term/short-
term counterparty credit. 

This represents a three notch uplift  in the 
long-term rating and is a strong vote of 
confi dence for QIB. 

This can only be of benefi t to the 
remainder of the Islamic fi nance sector in 
Qatar. 

Jaime Oon is a solicitor at Eversheds and she 
can be contacted at JaimeOon@eversheds.com.

Superbanks and project finance
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TANZANIA

By Khalfan Abdallah, IFN Correspondent

The mortgage fi nancing market has been 
gaining momentum in Tanzania since 
the collapse of Tanzania Housing Bank 
in 1994. Now the commercial banks in 
the country are giving serious thought to 
mortgage fi nancing as market demand 
grows. There are more than 10 banks 
which have been off ering mortgage 
fi nancing in the country since 2007. 

Some of them have entered into strategic 
partnerships with giant corporations like 
the government-owned National Housing 
Corporation (NHC) to fi nance construction 
and assist the public to buy houses owned 
by the NHC. These banks are KCB Bank, 
NMB Bank, NBC Bank, Commercial Bank 
of Africa, Bank of Africa and Exim Bank. 

Islamic banks, windows and branches are 
yet to cope fully with the market trend. 
Currently, KCB Bank’s Islamic window 
only off ers the product for high net 
worth individuals under the concept of 
Murabahah for a short-term loan. Amana 
Bank, the fi rst fully-fl edged Islamic bank 
in the country, has plans to off er mortgage 
products soon under the concept of 
Murabahah and diminishing Musharakah. 

To support and strengthen the current 
development of the mortgage market, 
in March 2010 the government signed a 
credit agreement with the International 
Development Association for the ‘House 
Finance Project’ (HFP). The central bank, 
Bank of Tanzania, as an implementing 

agency of the HFP, has requested 
information on capacity building from 
several players in the mortgage market 
including commercial banks. This initiative 
is well received by players including those 
who are yet to off er mortgage fi nancing. 
Some see it as a supplementary move 
in the right direction to add value in 

the private sector, which has led to the 
establishment of the Tanzania Mortgage 
Refi nancing Company.

Khalfan Abdallah is the head of product 
development and Shariah compliance at Amana 
Bank and he can be contacted at Khalfan.
abdallah@amanabank.co.tz. 

Mortgage financing market gains ground in Tanzania
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MAURITIUS

By Sameer Tegally, IFN Correspondent

Iframac, a Mauritius company forming 
part of the British American Investment 
Group, recently launched its debut 
Sukuk, with target returns of 4.5% per 
annum. 

Iframac was set up in the 1970s and is 
one of the oldest car dealers in Mauritius, 
carrying some of the world’s top brands 
such as Mercedes-Benz, Chrysler and 
Peugeot, among others. The Sukuk, 
marketed as ‘Islamic Commercial 
Certifi cates’ have a three-month lock-in 

period, with the minimum investment 
being MUR350,000 (US$11,528) with 
increments of MUR100,000 (US$3,300) 
thereaft er. 

The subscription closing date is slated 
for the 25th April 2012. Century Banking 
Corporation, the fi rst Islamic investment 
bank to operate in Mauritius, has been 
appointed as the corporate advisor and 
collecting agent, while Bait Al-Mashura 
Finance Consultations from Qatar is 
acting as the Shariah advisor. 

Sameer Tegally is an associate at Conyers 
Dill & Pearman (Mauritius). He can be 
contacted at Sameer.Tegally@conyersdill.com. 

Iframac launches its debut Sukuk 
Are you  reading 

us on your
iPad / 

iPhone?
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By Shan Saeed

Global equity market: 
Strategic analysis
Last year, the S&P 500 peaked on the 2nd 
May at 1,370.58. By early August 2011, 
it had dropped nearly 20% and was 
testing support at 1,100 during the time 
when the US debt ceiling, Swiss central 
intervention and investors losing their 
wealth were the hot topics. It took the 
S&P until last February 2012 to get back 
to that 1,370 peak. In 2010, the S&P 500 
hit an intra-day high of 1,219.80 on the 
26th April. Yes, since the stock market 
bott omed on the 9th March 2009, the 
simple ‘sell in May’ strategy has been 
prett y eff ective. 

So it’s a prett y safe bet that we’re going 
to hear a lot more about the ‘sell in May’ 
phenomenon. And I can assume that a 
lot of investors are going to have itchy 
trigger fi ngers poised over the “sell” 
butt on. In fact, based on the price action I 
have seen following the Federal Reserve’s 
recent statements about Quantitative 
Easing 3 (that it may not be necessary) 
I might suspect investors are playing it 
safe and not waiting for a late April/early 
May exit point. But is selling out of stocks 
just because it’s April really ‘playing it 
safe’?

How to play it safe and still 
grow your wealth
Bernard Baruch is credited with saying 
that the main purpose of the stock 
market is to make fools of as many men 
as possible. And it’s times like these, 
when investors become convinced they 
know what’s going to happen next, that 
the stock market tends to do the exact 
opposite of what’s expected.

Now, I’m not saying that stocks will 
continue to rally — even though I can 
make a strong case for it. And I’m not 
saying a multi-month 80% correction 
is at hand, even though there are risks 
out there and correction is expected 
to be around 30%. According to Marc 
Faber, investors should sell stocks and 
gradually stock up on gold. Investors 
shouldn’t rush, as gold will see some 
corrections and stocks will see some nice 
buying opportunities in the near future. 
You have to decide with your enhanced 
due diligence strategy. 

Dividend payments are at 
record high 
Companies on the S&P 500 will pay 
out more than US$23 billion in cash 
dividends in 2012. That’s a record. What’s 
more, dividend payments are increasing 
at the fastest pace in a decade. Right now, 
investors have an incredible opportunity 
to lock in rock-solid dividend payments 
that run as high as 15%. 

On top of that, some of the top dividend 
payers are cutt ing checks to their 
shareholders every month. I’m sure I 
don’t have to share with you that cash 
payments go a long way to off sett ing any 
downside the market might have in store 
for us. And if the stock market keeps 
rallying, well, the dividend stocks 
will rally, too. 

Islamic financial 
market: Dividend 
paying stocks is the 
best investment 
strategy
In the current economic 
mess, where I see a lot of 
bloodshed in the global 
fi nancial markets in the 
next two years, investing 
in dividend-paying stocks is 
the best strategy to grow and 
enhance your wealth. Investment in 
dividend-paying stocks is absolutely 
legitimate and Shariah compliant. 

Investors should benefi t even 
in the current turbulent macro-
environment, which still holds 
opportunities for savvy investors 
by investing in value-addition equity 
markets. Clients are looking to the 
Islamic banking market for wealth 
protection in these uncertain economic 
times. 

Investors should follow these fi ve 
strategic insights while investing in 
stocks globally: 

i) Invest in those companies that pay 
dividends on regular basis. Dividends 
are your regular wealth protection 
and enhancement of your asset 
portfolio. 

ii) Invest in those companies where cash 
fl ows are running 24/7 even while 
you are travelling or on vacation 
or playing golf at St Andrews in 
Scotland.

iii) Invest in those companies where 
product demand is high and supply 
is depressed.

iv) Invest in those companies backed by 
the government.

v) Invest in those companies where cash 
balance is high, i.e. negative debt on 
the balance sheet.

The potential is huge for smart investors 
to make profi ts while investing in these 
companies by following the rules as per 
their risk appetite, risk-reward ratio, 
investment horizon and exit strategy. 

 I predic that Islamic private 
wealth management will 

become a growing 
area of profi tability 

for the major 
banks 
operating in 

the Asia Pacifi c 
region, that will 
drive the Islamic 
banking market 
going forward.

Happy 
investment in 
dividend-paying 

stocks for your 
wealth protection 

and enhancement 
strategy, the Islamic 

way. 

Shan Saeed is a 
fi nancial economist and 
commodity expert with 
12 years of fi nancial 

market experience. 
He graduated from the 
University of Chicago, 

Booth School of Business, US. 
He can be contacted at 
saeedshan@gmail.com. 

Dividend-paying stocks: Value addition for wealth protection

The main 
purpose of 

the stock market is 
to make fools of as 
many men 
as possible
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Following a quiet year in 2011 Al Rajhi 
Bank Malaysia, which recently saw 
the emergence of new faces in its top 
management, is set to pursue growth 
opportunities more actively this year.

According to Azrulnizam Abdul Aziz, its 
new CEO, the bank is in “good shape” 
and on track to achieve its growth targets 
this year; with an eye to maintaining the 
balance between its retail and corporate 
banking portfolios.  In addition, the 
bank is looking at local and international 
corporate deals, as it emerges as among 
the few banks in Malaysia with ties to 
the Middle East that are delivering on 
their proposition of bridging fi nancing 
opportunities between home and host 
markets.

Having also just hired Mudassir Amray, 
previously the head of Islamic banking 
for Asia Pacifi c at Citibank, as its head of 
wholesale banking, the bank appears to 
be gearing up for strong growth and a 
busy pipeline of deals this year.

Active pipeline
Speaking to Islamic Finance news 
Mudassir, who joined the bank in March 
this year, said that Al Rajhi Malaysia’s 
wholesale division is eyeing the 
arrangement of fi nancing for Malaysian 
companies looking to raise fi nancing 
outside Malaysia; or in foreign currencies 
such as Saudi riyals or US dollars.

“We’ve received positive and 
overwhelming response from our clients 
for foreign transactions,” said Mudassir, 
who also noted that the bank has a 
pipeline of around RM1 billion (US$325.7 
million)-worth of corporate banking 
deals. Al Rajhi Malaysia could also 
manage up to US$500 million-worth of 
Sukuk transactions this year, he said.

The bank itself may also raise debt this 
year as it mulls over options to fi nance 
its expansion. An issuance will likely be 
denominated in Malaysian ringgit and be 
benchmark-sized.

On track for growth
Meanwhile Azrulnizam, who also joined 
Al Rajhi Malaysia earlier this year from 
Standard Chartered Saadiq in Malaysia, 
commented that the fi rst 90 days in 
his new position were “very exciting”. 
The bank is also on track to achieve its 
targets of 20% growth in assets and profi t 

this year, he said. “This is reasonable 
for a fi ve-year-old bank; we have been 
growing progressively,” he noted.

On its retail side, the bank sees its 
strengths in its remitt ance business, 
wealth management and auto, personal 
and small and medium-sized enterprise 
fi nancing; while its corporate banking 
division focuses on syndication and 
managing Sukuk issuances.

“We have established ourselves as an 
innovative player in the Sukuk market; 
structuring Sukuk which fi t with 
Saudi and Malaysian standards,” said 
Azrulnizam. 

Bridging the gap
Of note is that Al Rajhi Malaysia has 
taken advantage of its Saudi ties to 
assist Malaysian companies in Saudi 
to secure fi nancing – a service that has 
become increasingly important due 
to the growing presence of Malaysian 
companies in the Saudi market. 

Al Rajhi Malaysia recently signed an 

MoU with Malaysia’s Export-Import 
Bank (EXIM Bank) to provide agency 
and other fi nancing services to EXIM 
Bank’s clients in the GCC; particularly 
in Jordan, Kuwait and Saudi, where the 
Al Rajhi banking group is present. The 
partnership is signifi cant as it opens the 
door for Malaysian companies to access 
fi nancing in foreign markets, especially 
in Saudi Arabia where local banks prefer 
to transact with local companies, noted 
Adissadikin Ali, the managing director 
and CEO of EXIM Bank.

The agreement will also allow Al 
Rajhi to provide fi nancing directly to 
EXIM Bank’s clients, participate in co-
fi nancing deals with EXIM Bank and 
off er fi nancing to companies based on a 
guarantee from EXIM Bank. 

With its active pipeline of deals and the 
ability to leverage its parent bank’s Saudi 
background to tap into the kingdom’s 
budding Islamic fi nance market, Al Rajhi 
Malaysia looks set to grow its business 
and play a meaningful role in facilitating 
cross-border deals.  — EB

Al Rajhi Bank Malaysia sees active deal pipeline this year
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Ijarah is a contract of a known and 
proposed usufruct against a specifi ed 
and lawful return or consideration for 
the service. The two main types are 
Ijarah Thumma Al Bai (operating lease) 
and Ijarah wa Iqtina (fi nancial lease).

Legislative framework
So far, leasing is governed under 
the leasing law in Egypt which was 
introduced in 1995 and governed by 
Law 95 from 1995, which was amended 
by Law 16 from 2001. Even though 
leasing has existed in Egypt since 1995, 
it is still in the emerging stage, which is 
witnessed in its low penetration rate. The 
leasing law in Egypt is for commercial 
purposes only and does not include end 
consumers.

The regulatory body responsible 
for leasing is the Egyptian Financial 
Supervisory Authority (EFSA). This 
entity was formed in July 2009 and 
incorporates all non-banking fi nancial 
sectors in Egypt. The EFSA has improved 
the registration process and improved 
effi  ciency. 

Another major development in the 
market was the formation of an 
Egyptian association, under the name 
of the Egyptian Leasing Association 
(ELA). The ELA is a non-profi t trade 
association established in 2011 primarily 
to promote the leasing/Ijarah business 
in Egypt. It encompasses the majority of 
conventional and Islamic independent, 
bank-related and captive leasing 
companies.

According to EFSA, there are currently 
208 companies registered. However, most 
of these companies are inactive and only 
24 are currently operating. The main 
competitors in the market are eight major 
players accounting for 90% of newly 
generated contracts. 

In 2011 growth resumed and newly 
generated contracts grew by 2.5%. 
Growth for 2012 remains uncertain due 
to the political uncertainly and economic 
repercussions aft er the 25th January 
revolution.

Where are we now? 
The market is mainly at the ‘simple 
fi nance lease’ life cycle stage with the 
exception of the aviation market which 
allows for operating lease transactions as 
well as the existence of a few structured 
hybrid and leveraged leases among 
bank-related lessors. 

The leasing market is still considered to 
be more on the conventional rather than 
Islamic side, but with a drive towards 
creating a dual banking/leasing system.

Leasing is governed by a favorable 
Egyptian Accounting Standard (EAS) 20, 
under which all types of leases, operating 
and fi nancial, are treated as off -balance 
sheet transactions. 

Leased assets are booked on the lessor’s 
balance sheet and the lessee will only 
incur lease expense on its profi t and loss 
statement, which reduces the taxable 
income. 

The regulatory framework is improving 
as the law has eliminated the restrictions 
imposed on leasing companies to fi nance 
certain types of assets: namely land, cars 
and tourism buses, which has boosted 
leasing activity in these fi elds. 

Shariah compliance issues 
Leasing should accommodate two 
separate lease and sale contracts.

The bank has the right to execute a 
contractual agreement with the lessee 
by which the lessee performs a regular 
maintenance on the leased premises for a 
certain amount.

Development of the Egyptian Leasing/Ijarah 
market  
DR SHAHINAZ HANEM RASHAD ABDELLATIF looks at the growth and the future of the leasing/Ijarah market 
in Egypt.

continued...

The regulatory 
framework is 

improving as the 
law has eliminated 
the restrictions 
imposed on leasing 
companies to 
finance certain 
types of assets

Year Number of 
booked contracts 

Contact value 
(US$)

2007 1675 492.85 million 

2008 1832 618.65 million

2009 1553 578 million

2010 1664 1.37 billion

2011 1640 1.4 billion

Source: Egyptian Financial Supervisory 
Authority (2011)

Total value of booked leasing contracts (US$ millions) 

Asset class 2007 2008 2009 2010 2011 

Real estate 122.08 160.68 167.3 454.9 544.04

Aircraft s 0 0 8.56 451.35 248.53

Vehicles 161.65 159.87 106.9 116.01 169.08

Production lines 76.22 148.41 86.56 47.32 142.6

Heavy equipment 89 116.12 82.03 143.56 137.75

Medical equipment 0 5.65 54.1 59.27 128.38 

Offi  ce equipment 35.85 16.63 40.86 40.21 17.12

Generators 8.07 11.3 0 0 0.00 

Intangibles 0 0 7.59 0 0.00 

Others 0 0 24.06 9.04 16.15

Total 492.85 618.65 578 1.37 billion 1.4 billion 
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There is no objection to the bank issuing 
a power of att orney to the lessee to 
execute the insurance policy on the 
leased equipment at the bank’s expense. 
The lessor should be in charge of all 
depreciation, maintenance, insurance 
costs, etc. If the lessee destroys the leased 
premises he will be responsible for it.The 
leased premises are for the lessee to 
utilize in any way he thinks appropriate 
according to an Ijarah contract. Therefore 
if it perishes due to a cause that has 
not occurred because of him, he is not 
responsible.

The perishing of the equipment is the 
responsibility of the bank, based on the 
latest being the owner of the leased item 
unless the perishing is caused because of 
the lessee.

Where should we go?
• Transparency and consistency of 

accounting rules, and improvement 
of the dissemination of information 
on the leasing industry.

• A supportive, legal regulatory 
environment and a strong judicial 
system for assigning clear property 
rights, and improvement in 
repossession and enforcement. 

• Leasing companies (bank-related 
and independents) should start 
to pay more att ention to Shariah 
compliance in leasing contracts to 
meet the growing demand of Shariah 
adherents. Moreover, banks in Egypt 
are now obtaining licenses for Ijarah 
from the Central Bank of Egypt.

• Islamic banks and leasing companies 
that off er Islamic banking products 
and services are seeking Shariah 
advisory committ ees to advise them 
and to ensure that the operations and 
activities of the bank comply with 
Shariah principles.

• Leasing companies are seeking 
alternative tools of Islamic fi nance to 
meet Shariah standards.

• Further facilitation is needed by allow-
ing for Shariah courts rather than civil 
courts as well as improvement in terms 
of timing and expected outcomes.

Dr Shahinaz Hanem Rashad Abdellatif is 
the founder and CEO of Egyptian Leasing 
Association and she can be contacted at 
s.rashad@metro-egypt.com.
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There are four participation banks 
operating in Turkey: Albaraka Turkish 
Participation Bank, Asya Participation 
Bank, Küveyt Türk Participation Bank 
and Turkiye Finanse Participation Bank.

The 2001 crisis 
Turkey experienced its greatest economic 
and fi nancial crisis in 2001. The Turkish 
economy shrank by 8% and the fi nancial 
sector lost US$45 billion. Because there 
was a 100% state guarantee for savings 
deposit, all losses were paid for by the 
treasury and fi nally by the Turkish 
people. Then, 23 conventional banks 
went into bankruptcy. The main reasons 
for the bankruptcies were the eff ects of 
the crisis, foreign exchange impact and 
interest rate risks. 

At that time, there were fi ve participation 
banks in existence. They all survived and 
did not cause any treasury or public loss 
at all. Two of them achieved some profi ts 
while three recorded bearable losses. 
None of them went bankrupt due to their 
interest-free banking principles. 

We can conclude that in the 2001 crisis, 
despite the more unfavorable conditions 
participation banks faced, they 
performed bett er as a result of interest-
free banking principles.

Methods of participation 
banking in Turkey
Participation banks in Turkey operate 
according to interest-free principles and 

regulations which can be summarized as 
follows:

• Freedom from interest is essential in 
all kinds of banking transactions.

• Profi t and loss sharing is essential.
• Uncertainty is prohibited.
• Excessive risk and speculation is 

prohibited.
• Some materials considered harmful 

to humanity (such as alcoholic drinks, 
tobacco products, erotic publications 
etc.) are not permitt ed to be fi nanced. 

By considering these principles we raise 
and allocate funds as follows.

Raising funds 
We can raise funds using two kinds of 
accounts: 

1. Current Accounts.
2. Participation Accounts.

Current accounts are demand accounts 
that don’t earn any return. The customer 
can withdraw the amount from his 
account partially or completely. The 
principal is guaranteed by the bank. 
 
Participation accounts operate on a 
profi t and loss sharing basis. Profi t is not 
defi nite at the beginning of the maturity, 
but becomes clear at the end. The profi t 
is shared between the customer and bank 
according to a pre-determined ratio. 
  
Allocating funds
We also use the principles of interest-
free banking when extending funds. 
According to regulations, we have the 
following types of funding.

• Corporate fi nance.
• Retail fi nance (both corporate and 

retail are operated according to 
Murabahah methods).  

• Profi t and loss partnership 
investments (operated according 
to Mudarabah and Musharakah 
methods.) 

• Risk capital investments. 
• Leasing.

Participation banks are also working on 
fund utilization products used in some 
regions, such as Wakalah and Takaful. 

Sukuk: The most unsuccessful 
product in Turkey
Sukuk has not recorded any success 
in Turkey. One of the main reasons is 
the lack of legislation. Moreover, the 
treasury has not needed to issue Sukuk 
because it was able to get debt easily 
from the market by issuing treasury bills 
and bonds — as much as needed and 
with as long a maturity as necessary. 
In comparison Sukuk stipulates many 
procedures. 

Firstly Sukuk must be based on or 
backed by assets. Some procedures, like 
property transfers and renting property, 
require long procedures and take a lot of 
time. 

Until April 2010, there were no initiatives 
taken to issue Sukuk or rent certifi cates. 
However since then the Capital Markets 
Board has issued a directive called the 
‘Rent Certifi cate and Property Renting 
Companies’ and implemented it in 
relation to Sukuk. 

Tax regulations also have been adjusted 
to obtain the same status as treasury 

Participation banks making inroads in Turkey 
Participation banking in Turkey has grown in recent years because of more permissible public att itudes and 
decreased trust in the conventional banking sector aft er the 2001 and 2008 crises. OSMAN AKYÜZ shares his 
insights.

continued...

Table 1: Participation banking sector in Turkey

Amount Shares in the sector

Collecting Funds US$22 billon 5.6%

Allocating Funds US$23 billion 5.8%

Assets US$31 billion 4.6%

Problem loans/Total loans 3%

Number of branches 685

Number of staff       14

The treasury 
has not needed 

to issue Sukuk 
because it was able 
to get debt easily 
from the market 
by issuing 
treasury bills
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bonds and bills regarding tax burdens. 
According to this regulation, not only 
banks but all private sectors are allowed 
to issue Sukuk. 

However the participation banks 
have been the leaders in initiating the 
issuance of Sukuk. For example, Küveyt 
Türk Participation Bank has already 
issued Sukuk twice. In 2010 it issued a 
US$100 million Sukuk in the London 
market, followed by a Sukuk worth 
US$250 million in the Turkish market a 
year later. 

Aft er that the other two participation 
banks, Albaraka Turk and Bank Asya, 
also planned to issue Sukuk. However, 
these two banks have postponed 
their issuances indefi nitely due to the 
European sovereign debt crisis.  In the 
absence of proper legislation, there still 
has not been any issuance of sovereign 
Sukuk in Turkey.
 
Performance of participation 
banking in Turkey
Participation banks have been operating 
in Turkey for 27 years. At the end of 2011 

the fi gures and shares in the sector were 
as shown in Table 1.

Since the share of participation banks 
dropped to 1% in the 2001 crisis, mostly 
because of banks leaving the sector, 
the participation banks have worked 
intensively to try and regain their market 
share. Fortunately, they have been 
successful and their share has risen to 
nearly 6% in some areas. 

For the past 26 years, participation banks 
have generated many diff erent products 
and methods which are compliant with 

interest-free banking principles and 
practices; and have built the system on 
a sound base. For example, the rental 
certifi cate (Sukuk Ijarah), interest-
free pension system, gold current and 
gold participation accounts were all 
introduced during this period. 

Conclusion
Participation banking, which raises 
funds on a profi t and loss sharing basis, 
allocates funds on a trade fi nance and 
partnership basis. This system has 
been proven to be resilient against the 
economic crises experienced in the last 
two decades. 

Our most important problems are a 
lack of new products and innovation, 
an inadequate number of educated 
and experienced scholars and some 
diff erences in views and applications. 
These issues can be solved or minimized 
by enhancing collaborations between the 
related parties.

Osman Akyuz is the secretary general of the 
Participation Banks Association of Turkey 
and he can be contacted at onyilmaz@tkbb.
org.tr.

Continued

Tax regulations 
also have been 

adjusted to obtain 
the same status as 
treasury bonds and 
bills regarding 
tax burdens

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
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The global fi nancial crisis rages on. 
According to the Asian Development 
Bank, the value of fi nancial assets 
worldwide was slashed by US$50 
trillion in 2008. Four years on, much 
of the world is still nursing losses. 
As the Eurozone teeters on the brink 
of economic collapse and ‘mass 
downgrades’ by rating agencies become 
the norm, few, if any, remain immune 
to the prospect of fi nancial or economic 
fallout.

In such a turbulent economic 
environment, it seems unlikely that any 
part of the fi nancial services industry, 
let alone banking, could be in expansion 
mode. Or does it? 

Islamic banking
Just months aft er the credit crunch 
surfaced in August 2007, two Islamic 
banks were launched in the UK: 
European Finance House (now Qatar 
Islamic Bank) and Gatehouse Bank.  Even 
as the crisis deepened, both banks grew 
steadily because they were not exposed 
to the toxic assets that have seen losses 
mount to trillions of dollars among 
conventional banks.

At the same time, most major commercial 
banks have opened Islamic windows or 
have dedicated Islamic entities – HSBC 
Amanah, Standard Chartered Saadiq and 
BNP Paribas Najmah to name a few.

Islamic banking continues to fl ourish the 
world over, from London to Dubai to 
Kuala Lumpur, with no signs of slowing 
down.

Why Islamic banking? 
The answer is that Islamic banking 
appeals to investors as a haven away 
from speculative excess. Traumatized 
investors seek comfort from the stricter 
rules imposed on lending by Shariah, 
which bans interest, speculation and 
uncertainty. 

Shariah also prohibits the complex, 
risk-seeking structures and fi nancing 
methods that unraveled during the US 
mortgage crisis. 

In Islamic fi nance, profi t cannot be 
assured and the fi nancier must assume 
at least part of the investment risk which, 
arguably, results in banks performing 
more thorough investment analysis than 
their conventional counterparts and 
utilizing more rigorous and stringent 
credit checks in order to safeguard their 
loan books. 

Further, Shariah puts forward the 
view that money is not a commodity 
but a measure of value through which 
there can be an exchange of goods and 
payment of debts. Money alone cannot 
be used to make more money; in other 
words, no interest may be charged on 
loans; and wealth-creation is for the 
improvement of society as a whole, not 
just a small elite.

While unbridled greed has left  
conventional banks worldwide nursing 
losses in the trillions, Islamic banks 
remain virtually unscathed. Islamic 
fi nancial institutions had no exposure to 
collateralized debt obligations (CDOs) — 
the repackaged investments of securities 
now known as ‘toxic debt’ - because 
Shariah stipulates that money lent must 
be backed by collateral.

Islamic banking is thus emerging as a 
compelling alternative. More so, because 
faith-based ethical fi nance is taking 

center stage, as people come back to 
ethics and values.

Endorsements
The ongoing fi nancial crisis has been 
hailed as a golden opportunity for 
Islamic fi nance. Germany is looking into 
a system of ‘profi t and loss sharing,’ 
while the UK is fast emerging as a center 
for Islamic fi nance. 

In the Muslim world, the World 
Islamic Economic Forum has called for 
intensifi ed promotion of Islamic fi nance 
as an alternative to the conventional 
system. 

Even the Vatican is encouraging 
western banks to adopt Islamic fi nancial 
principles. An article in its offi  cial 
newspaper recently stated: “The ethical 
principles on which Islamic fi nance is 
based may bring banks closer to their 
clients and to the true spirit which should 
mark every fi nancial service.”

The road ahead
Islamic banking has come a long way 
from its inception 30 years ago but there 
is still much distance to cover. 

It is unlikely that the industry will be 
given a bett er opportunity to prove its 
worth, than that which it has today. 
With regulators keen on working with 
industry players and public sentiment 
largely in its favor, Islamic banks and 
fi nancial institutions must take the 
lead by innovating, delivering quality 
products, harmonizing interpretations 
of Islamic law and developing human 
capital. 

Only then will Islamic fi nance cease 
to operate as a subset of conventional 
fi nance and become a viable alternative 
par excellence. 

Osama Jamshaid is a senior analyst of 
investment banking at KFH Malaysia and 
he can be contacted at osama.jamshaid@kfh .
com.my. 

Islamic banking: In the eye of the storm 
With regulators keen on working with industry players, Islamic fi nancial institutions must take the lead by 
innovating, harmonizing interpretations of Islamic law and developing human capital. OSAMA JAMSHAID 
discusses.
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Islamic fi nance in Pakistan has seen 
exponential growth due to the concerted 
eff orts of the country’s central bank, 
the State Bank of Pakistan. While 
the state bank regulates the fi nancial 
institutions in the country, the 
Securities and Exchange Commission 
(SEC) of Pakistan regulates the asset 
management industry. As of February 
2012, the total assets under management 
of Pakistan’s mutual funds industry 
stood at about PKR360 billion (US$3.97 
billion) with 25 asset management 
companies managing funds in the 
country.

In the Islamic space, a total of 15 asset 
management companies provide a total 
of 29 Islamic funds in the country with a 
total assets under management (AUM) 
of PKR49.53 billion (US$545.95 million). 
The only fully-fl edged Islamic asset 
management fi rm in the country is Al 
Meezan Investment Management which 
currently runs a total of six Islamic funds 
with its AUM comprising the bulk of 
AUM of Islamic funds of PKR39.4 billion 
(US$434.32 million) as at the 6th April 
2012.

Islamic funds in Pakistan have been 
performing very well with some of the 
funds providing double digit month-
on-month returns. Eurekahedge in its 
recent data reveals that four of the top 10 
Islamic funds (based on yield-to-date) are 
domiciled in Pakistan, beating even the 
returns of Saudi Arabia-domiciled funds 
and taking the leading two spots. 

Aside from Islamic equity funds, it is 
learnt that funds in other asset classes 
also have a sizeable amount of their 

proceeds placed in the government 
of Pakistan’s Sukuk Ijarah. Many 
fund managers are of the view that 
the well-timed accumulation of this 
Sukuk provides healthy returns for 
their respective funds while remaining 
mindful of the macroeconomic 
environment in order to deploy their 
respective assets in other Shariah 
compliant instruments effi  ciently.  

Another segment is pension funds, 
a relatively new phenomenon that 
was established in 2005 aft er the SEC 
proposed rules to govern this investment. 
Regulators state that the average returns 
of these funds have been around 21% 
annually. However, investors have yet 
to take to these funds and the total 
AUM had only reached PKR1.26 billion 
(US$13.89 million) as at March 2012, 
indicating a huge untapped market. 
Fund managers remain optimistic for the 

future of these funds, believing that they 
will be able to make inroads as there is 
opportunity for tremendous progress.

According to the research division of 
InvestCap, a fi nancial management 
company in Pakistan, the country’s 
mutual fund industry experienced a 
37% growth in the seven-month period 
beginning July 2011, with a remarkable 
20% increase in February alone. 

The surge was att ributed mainly to funds 
from two asset classes: fi xed income and 
money, which advanced 117% and 62% 
respectively during the period. Equity 
funds also performed bett er, refl ecting 
the uptrend of the local bourse: namely 
the Karachi Stock Exchange (KSE 100 
index). According to Al Meezan’s April 
fund managers’ report, the stock market 
continued its upward momentum in 
March with the index appreciating a 
further 6.86% on a month-on-month 
basis.

However, aside from Al Meezan which 
possesses nearly 80% of Islamic funds 
AUM, the majority of fund managers 
struggle to keep their funds above 
the PKR100 million (US$1.1 million) 
threshold. Education on the benefi ts 
and the positive performance of Islamic 
funds are crucial to ensuring that Islamic 
assets grow from their current 13.75% 
share of the total mutual fund assets in 
Pakistan.  — RW

Positive performance despite miniscule market

Vol 9 Issue 16

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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Yield-to-date returns (March 2012)

Atlas Pension Islamic Fund - 
Equity Sub Fund 

24.94 

Atlas Islamic Stock Fund 24.56 

Al-Saff a Saudi Equity Trading 
Fund 

24.39 

Jadwa Saudi Equity Fund 23.41 

Al-Mubarak Pure Saudi Equity 
Fund 

23.36 

Bakheet Saudi Trading Equity 
Fund 

22.91 

Global Consumer Loyalty Fund 
Ltd 

22.10 

Meezan Islamic Fund 22.04 

FALCOM Saudi Equity Fund 22.01 

Al Meezan Mutual Fund 21.14 

Eurekahedge Islamic Fund Index 5.89 

Source: Eurekahedge
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Islamic funds for Franklin 
Templeton
GLOBAL: Global investment manager 
Franklin Templeton Investments is 
currently looking to launch a series of 
off shore Shariah compliant funds this 
year, according to Stephen Grundlingh, 
its co-CEO and regional head for 
Southeast Asia.

He was speaking at the IFN Indonesia 
Forum 2012 Investors Roundtable.

Top performance for BLME 
fund
UK: The BLME US Dollar Income 
Fund, which currently has assets under 
management of over US$50 million, has 
outperformed its conventional peers; 
delivering consistent returns of 3.28% 
since its launch in March 2009.

The fund was fi rst launched by the Bank 
of London and The Middle East and is 
domiciled in Luxembourg.

New funds from 
AmInvestment 
MALAYSIA: AmInvestment Bank 
Group is planning to launch another six 
equity funds this year, including Shariah 
compliant funds, as it targets increasing 
its assets under management to over 
RM35 billion (US$11 billion) by the end 
of this year, from RM26.9 billion (US$8.8 
billion) in 2011.

Ng Chze How, its director of retail funds, 
said that six funds have been launched 
since the beginning of this year, bringing 
its assets under management to RM32 
billion (US$10 billion).

ADIB launches real estate 
fund
UAE: ADIB Private Bank has launched 
a diversifi ed US real estate investment 
portfolio with Bahrain-based asset 
management fi rm Investcorp, which will 
manage the portfolio.

MAA hangs on to funds
MALAYSIA: MAA Group has denied 
plans to sell its fund management 

operation managed by MAAKL Mutual, 
which off ers a line of Islamic funds; 
although it did not refute that many big 
fi nancial institutions are eyeing the asset 
management fi rm. 

MAA also stated that it intends to 
intensify its eff orts to develop the 
business.

The company was responding to a news 
report that it was considering the sale 
of its funds division depending on the 
timing and price.

Profitable exit for Tharwa
SAUDI ARABIA: Tharwa Saudi Arabia, 
a subsidiary of Kuwait-based Tharwa 
Investment Company, has deposited the 
fi nal payments for exits from its Shariah 
compliant Dhahran real estate portfolio 
into client accounts, recording overall 
returns of 37%.

The returns were derived from the sale of 
43 plots of land for over SAR220 million 
(US$58.66 million).

20% dividend for TATA
INDIA: TATA Mutual Fund’s Tata Ethical 
Fund has reported a dividend of 20%, or 
PKR2 (2 US cents) per unit.

The fund’s net asset value as at the 20th 
April amounted to PKR41.03 (45 US 
cents).

Strong demand spurs growth
GLOBAL: HSBC Holdings has reported 
double-digit growth for its Islamic risk 
management business in 2011 due to the 
rising demand for Shariah compliant 
hedging and investment products.

The business, which off ers around 
100 Islamic hedging and investment 
products, is expected to chart similar 
growth this year according to Abhishek 
Mishra, the head of multi-asset 
structuring at HSBC Global Banking and 
Markets, Middle East and North Africa.

Mishra said that Saudi Arabia made up 
most of its business last year; while it 
has also seen growth from other GCC 
countries.
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Following poor returns and high 
volatility in 2011, the fi rst quarter 
of 2012 came as a pleasant surprise 
to equity investors. Markets posted 
strong gains during the fi rst three 
months of the year, with the S&P 
Developed Shariah Total Return Index 
rising 10.4%. 

Moreover, over the three months to 
the end of March 2012 the VIX Index, a 
widely followed measure of estimated 
future volatility for the S&P 500 Index, 
fell by almost a third. So are investors 
wholeheartedly backing equities as 
the economic environment returns to 
normal, or should we more accurately 
describe this as a relief rally?

We approach this question using a 
quantitative methodology, which allows 
us to bett er understand how equity 
investors are reacting to economic 
events. By evaluating companies in 
terms of investment ‘styles’, such  as 
Value, Growth and Momentum, we 
can identify which styles have best 
predicted share price performance in 
recent months. 

This analysis forms the basis of 
‘Cognition’, the in-house stock selection 
model employed by Reliance Asset 
Management Malaysia. The heat map of 
global style preferences in Table 1 & 2 
tallies the number of sectors where, over 
the past twelve months, Cognition has 
assigned a greater than equal weight to 
a style against those where it assigns a 
less than equal weight (red being ‘hot’ 
and blue being ‘cold’).

Our fi rst observation is that ‘Financial 
Strength’ clearly remains a ‘hot’ 
investment style. Despite a strong global 
rally in equity markets, investors would 
appear to continue to prefer companies 
with strong balance sheets in most 
economic sectors across the developed 
world. One might have expected ‘Value’ 
to dominate during such a ‘risk-on’ 
market rebound. 

However, for ‘Financial Strength’ to 
dominate makes sense if we defi ne the 
recent market bounce as a relief rally. 
The equity markets were driven by 
eased concerns over funding markets in 
Europe, relatively strong US economic 
data and moderating infl ation in the 

emerging markets. These are all reasons 
for relief, but investors are not yet ready 
to commit to the ‘Value’ and ‘Growth’ 
based styles that would typify a normal 
market environment.

Secondly, by focusing on the change in 
style preference during the fi rst quarter 
of 2012, we observe diff erent trends at 
the regional level. There is greater risk 
appetite in Asia and Japan, where the 
number of sectors overweight ‘Value’ 
has increased, and less in the UK and 
Europe, where they have decreased. 

Whilst the risks of a global recession 
appear to have reduced signifi cantly 
in recent months, there are certainly 
reasons to remain cautious. 
Unsustainably high sovereign debt 
remains a risk factor in Europe, and 
recent US payroll fi gures have also 
highlighted that the recovery there 
remains fragile. Equities have been in 
demand, but investors have rightly 
chosen to remain cautious. 

Reliance Asset Management Malaysia is 
investment manager of the WSF Reliance 
Global Shariah Growth Fund. This fund 
utilizes the Cognition investment process.

Market Commentary  

Mar-12 Value Growth Momentum Quality Financial  Low volatility
     strength
US 2 2 5 4 10 8
Canada 3 5 6 3 6 5
UK 3 4 4 4 6 5
Europe 1 8 6 4 8 3
Asia 5 5 5 4 7 4
Japan 8 5 3 4 8 4

 Table 1: Style preference by region in Q1 2012

Source: Reliance Asset Management Malaysia
Date: 31st March 2012

Mar-12 Value Growth Momentum Quality Financial  Low volatility
     strength
US +0 (-2) +0 +0 +0 +2
Canada +1 +0 (-1) (-5) (-1) (-2)
UK (-1) (-2) +0 (-2) +1 (-2)
Europe (-1) +2 +3 +1 +0 (-2)
Asia +1 +0 (-2) (-1) +0 +0
Japan +2 (-1) (-1) +1 +1 +0

 Table 2: Change in Style preference by Region Q1 2012

Source: Reliance Asset Management Malaysia
Date: 31st March 2012

Going on a 
business trip to 

Indonesia?

 
Use IFN Research 
Report to get ALL 

the information you 
need on Islamic 

fi nance in Indonesia



30© 25th April 2012

FUNDS TABLES

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 Middle East/Africa Islamic Fund Index

Top 10 Monthly returns for Asia Pacifi c funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al-'Aqar KPJ REIT AmMerchant Bank 9.17 Malaysia

2 TRIM Syariah Saham Trimegah Securities 7.22 Indonesia

3 Atlas Pension Islamic - Equity Sub Atlas Asset Management 6.97 Pakistan

4 Hang Seng Islamic China Index Hang Seng Investment Management 6.96 Hong Kong

5 Atlas Islamic Stock Atlas Asset Management 6.37 Pakistan

6 TRIM Syariah Berimbang Trimegah Securities 5.36 Indonesia

7 Al Meezan Mutual Al Meezan Investment Management 4.92 Pakistan

8 Meezan Islamic Al Meezan Investment Management 4.91 Pakistan

9 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 4.91 Pakistan

10 BNP Paribas Pesona Amanah BNP Paribas Investment Partners 4.04 Indonesia

Eurekahedge Asia Pacifi c Islamic Fund Index 0.53

Top 10 Monthly returns for Middle East/Africa funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al-Mubarak Pure Saudi Equity Arab National Bank 10.91 Saudi Arabia

2 FALCOM Saudi Equity FALCOM Financial Services 9.95 Saudi Arabia

3 Jadwa Saudi Equity Jadwa Investment 8.49 Saudi Arabia

4 Al-Saff a Saudi Equity Trading Banque Saudi Fransi 8.30 Saudi Arabia

5 Jadwa GCC Equity Jadwa Investment 7.82 Saudi Arabia

6 Jadwa Arab Markets Equity Jadwa Investment 7.69 Saudi Arabia

7 Saudi Equity - (Al Raed) Samba Financial Group 7.58 Saudi Arabia

8 Al Rajhi GCC Equity Al Rajhi Bank 7.40 Saudi Arabia

9 Bakheet Saudi Trading Equity Bakheet Investment Group 7.40 Saudi Arabia

10 Al Rajhi Local Shares Al Rajhi Bank 7.20 Saudi Arabia

Eurekahedge Middle East/Africa Islamic Fund Index 1.27
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Based on 63.92% of funds which have reported March 2012 returns as at 24th April 2012 

Based on 84.38% of funds which have reported March 2012 returns as at 24th April 2012
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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.

Based on 79.07% of funds which have reported March 2012 returns as at 24th April 2012 

Based on 90.14% of funds which have reported March 2012 returns as at 17th April-2012
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Eurekahedge Islamic Fund Equity Index over the last 5 years Eurekahedge Islamic Fund Equity Index over the last 1 year

Top 10 Islamic Equity Funds by 3 Month Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Atlas Pension Islamic  - Equity Sub Atlas Asset Management 24.94 Pakistan

2 Atlas Islamic Stock Atlas Asset Management 24.56 Pakistan

3 Al-Saff a Saudi Equity Trading Banque Saudi Fransi 24.39 Saudi Arabia

4 Jadwa Saudi Equity Jadwa Investment 23.41 Saudi Arabia

5 Al-Mubarak Pure Saudi Equity Arab National Bank 23.36 Saudi Arabia

6 Bakheet Saudi Trading Equity Bakheet Investment Group 22.91 Saudi Arabia

7 Meezan Islamic Al Meezan Investment Management 22.04 Pakistan

8 FALCOM Saudi Equity FALCOM Financial Services 22.01 Saudi Arabia

9 Al Meezan Mutual Al Meezan Investment Management 21.14 Pakistan

10 Faisal Islamic Bank of Egypt Mutual Hermes Fund Management 20.97 Egypt

Eurekahedge Islamic Fund Equity Index 9.08

Top 10 Islamic Globally Investing Funds by 3 Month Returns

Fund Fund Manager Performance Measure Fund Domicile

1 ETFS Physical Platinum ETFS Metal Securities 18.68 Jersey

2 ETFS Physical Silver ETFS Metal Securities 12.67 Jersey

3 Global Equity  - Musharaka Riyad Bank 12.17 Saudi Arabia

4 AlAhli Small Cap Trading Equity The National Commercial Bank 11.90 Saudi Arabia

5 JPM Islamic Global Dynamic Equity (USD) 
A (acc)

J.P. Morgan International Bank 11.87 Luxembourg

6 CIMB Islamic Greater China Equity CIMB-Principal Asset Management 11.23 Malaysia

7 Oasis Crescent Global Property Equity Oasis Global Management Company 
(Ireland) 

11.01 Ireland

8 Al Shamekh Islamic Portfolio Riyad Bank 10.66 Saudi Arabia

9 AlAhli Global Trading Equity The National Commercial Bank 10.65 Saudi Arabia

10 EasyETF DJ Islamic Market Titans 100 BNP Paribas Investment Partners 10.53 France

Eurekahedge Global Islamic Fund Index 4.56
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As key players in Malaysia’s fi nance 
industry, insurance and Takaful 
companies are coming under increasing 
pressure from both local and foreign 
banking players, REIT managers, unit 
trusts and investment fund providers 
all pushing forward with their growth 
plans and looking to capitalize on 
Takaful’s future growth potential.

With Malaysia’s insurance industry 
harboring massive potential growth 
due to its current under-penetration, it 
is essential that these companies keep 
track of the wider fi nancial landscape 
so that they can meet the demands 
of Malaysia’s fi nance industry and 
continue to remain relevant in an ever-
changing and increasingly competitive 
marketplace.

Aft er Bank Negara Malaysia (BNM) 
announced the country’s targets for 
its 2020 fi nancial sector master plan, 
it subsequently tapped the Takaful 
industry for greater growth via increased 
demand, allowing it to push forward 
with the expansion of its Takaful off ering 
in expectation of double digit returns 
from new contributions.

BNM also responded to this growth by 
issuing additional Takaful licenses and 
actively pushing M&A activity in the 
sector as a response to the increasing 
pressure from the foreign insurance 
giants for a piece of the Takaful market. 

By opening up the industry to more 
competition, it has expanded the number 
of new channels available off ering 
fi nancial advice and expertise in what 
is becoming a shift ing landscape. 

Industry players will therefore be forced 
to respond and introduce more value-
added products and bett er quality of 
service as competition increases.

The entry of new international players 
to the Takaful market has dramatically 
increased competition amongst the 
current licensed players, ensuring that 
new technology, higher service levels and 
product quality will become an essential 
part of any Takaful operation to ensure 
that it is meeting customer expectations 
and delivering a comparable quality 
of service to that of the conventional 
insurance industry.

This drive for innovation should 
empower the Takaful industry to become 
more competitive, dynamic and resilient, 
thus allowing it to handle the challenges 
of globalization and the liberalization 
of the domestic and regional fi nancial 
markets which will ultimately have 
signifi cant knock-on benefi ts for its 
current and future customer base.

At the macro level Malaysia is continuing 
its push towards a high-income economic 
status, banking on an increased appetite 
for investments and savings to drive 
further growth in the fi nancial sector. 
As a result, Malaysians will require 
an increased portfolio of diverse and 
diff erentiated risk-return products. 
There will also be a greater need to 
promote wealth management services 
to diff erentiate the diff erent degrees of 
fi nancial services available to them. 

Financial advisory services will become 
crucial in the planning and arrangement 
of the fi nancial aff airs of the affl  uent: 
ranging from estate management and 

asset allocation to tax and retirement 
planning.

It is also hoped that in promoting the 
Takaful sector, Malaysia will mitigate 
the common trend of wealth disparity 
amongst the emerging markets. Islamic 
fi nance by its very nature should 
encourage greater social inclusion and 
protection with regard to fi nancial 
services, by enabling access to quality, 
aff ordable and essential fi nancial 
services.

At the micro level, Takaful operators 
need to be aware that their customers’ 
interests are being taken care of, 
which is one of the fi nal objectives 
BNM hopes to achieve through the 
successful implementation of the 
fi nancial sector blueprint for the 
insurance sector. Consumers need 
to be educated constantly so they 
can make an informed decisions 
on their purchases. This means 
increasing consumer awareness and 
understanding of the insurance and 
Takaful products available, to help 
them in securing a stable fi nancial 
future. A greater awareness level and 
bett er understanding of the fi nancial 
solutions available will in turn help 
improve the market penetration rate for 
both conventional life insurance and 
Takaful.  — SW

 www.takaful-ikhlas.com.my

For more information, please call 03-2723 9999
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Expanding Takaful growth
UAE: Husein Mohammed Salem Al 
Meeza, the managing director and 
CEO of Dubai Islamic Insurance & 
Reinsurance Company (AMAN), has 
proposed a three point plan of action to 
help expand the local Takaful market.

The plan includes the need to continue 
raising the level of awareness of the 
potential of utilizing Takaful, to tap 
into new markets and to invest more in 
research and development.

Takaful for travelers
UAE: SALAMA - Islamic Arab Insurance 
Company has launched its Salama Travel 
Plan for international travel.

Dr Saleh J Malaikah, its CEO, said that 
the new product is part of the company’s 
initiative to widen its reach and serve 
more sectors of the market.

Takaful for First Finance 
Company 
QATAR: First Finance Company has 
established a strategic partnership with 
General Takaful which will allow it 
to off er customers a range of Shariah 
compliant products, including Takaful. 

First Finance is a member of the Barwa 
Bank Group and provides Shariah 
compliant fi nancial services.

New rules for insurance 
industry
INDONESIA: The country’s capital 
market supervisor, Bapepam, has issued 
a new regulation on the disclosure 
of fi nancial reports by insurance and 
reinsurance companies, including 
Shariah compliant fi rms.

The new rules cover the format and 
arrangement of fi nancial statements 
and took eff ect as of the 10th April 2012. 
However, industry players will be given 
a one-year grace period to adapt to the 
new rules.

Takaful Malaysia eyes bigger 
market
MALAYSIA: Takaful Malaysia plans to 
aggressively expand its retail business to 
increase its market share by 10-30% this 
year.

Mohamed Hassan Kamil, its group 
managing director, said that the company 
will increase its agency force by 15% 
and improve its customer service and 
engagement to achieve this objective.

Weqaya returns to the black
SAUDI ARABIA: Weqaya Takaful 
Insurance & Reinsurance Company has 
posted a net profi t aft er Zakat of SAR1.68 
million (US$447,910) in the fi rst quarter 
of this year, in comparison to a loss of 
SAR8.32 million (US$2.22 million) during 
the same period last year. 

During the period, its gross writt en 
premiums rose to SAR54.62 million 
(US$14.56 million) from SAR8.38 million 
(US$2.23 million).

New strategy needed
GLOBAL: The global Takaful industry 
needs to rethink its strategy to prompt 
growth, said Shyam Sankar, the regional 
head of Bahrain-based Medgulf Allianz 
Takaful.

According to Sankar, the industry’s main 
challenges are to raise product awareness 
and to make potential customers realize the 
importance of savings over the long-term.

Takaful Malaysia finalizing 
revamp
MALAYSIA: Syarikat Takaful Malaysia 
(Takaful Malaysia) is expecting the 
restructuring of its Indonesian unit, 
Syarikat Takaful Indonesia, to be 
completed in June this year.

The streamlining involves the liquidation 
and transfer of Takaful Malaysia’s 56% 
ownership in Syarikat Takaful Indonesia 
to its two operating companies, Asuransi 

Takaful Keluarga and Asuransi Takaful 
Umum.

Upon completion of the revamp, Takaful 
Malaysia’s stake in Asuransi Takaful 
Keluarga will increase to more than 
70%.

ING could sell Asian units
GLOBAL: ING Groep, which off ers 
Takaful and Islamic funds via its 
Malaysian units ING Public Takaful 
Ehsan and ING Funds, could sell its 
insurance group in Asia in tandem with a 
possible disposal of its asset management 
unit in the region.

ING is also said to have approached 
potential buyers, including Sumitomo 
Mitsui Financial Group and Invesco, to 
acquire its asset management subsidiary.

Potential bidders may also include 
Bank of New York Mellon Corporation, 
Commonwealth Bank of Australia, and 
Schroders. ING is said to have requested 
non-binding off ers by the end of May this 
year.

IAG eyes Indonesian Takaful
AUSTRALIA: Insurance Australia 
Group (IAG) has identifi ed Indonesia’s 
Takaful industry as a market that could 
be profi table for the company, due to 
the Takaful needs of the country’s large 
Muslim population.

According to Mike Wilkins, its CEO, IAG 
sees the market as a longer-term interest 
for the company.

Non-Muslim contributions
MALAYSIA: Takaful Ikhlas expects 
gross contributions from its non-Muslim 
Takaful customers to grow to RM8 
million (US$2.6 million) this year from 
RM1 million (US$325,531) currently.

According to Syed Moheeb Syed 
Kamarulzaman, its CEO, the target will 
be achieved through the recruitment of 
an additional 150 non-Muslim agents.

KPMG has 103 subscribers to Islamic Finance news, and pays less than US$116 per subscription. IFN is for everyone, not just 
the CEO’s

Contact us now and see how we can help your entire team 

Call: +603 2162 7800 or Email: musfaizal.mustafa@redmoneygroup.com



34© 25th April 2012

TAKAFUL NEWS
FEATURE

The Takaful system, which works 
for the welfare of mankind, is not in 
contradiction with Islam. The objective 
of the Islamic economic system is the 
promotion of the welfare of the people, 
which lies in safeguarding their faith, 
life, posterity and property. Takaful 
has grown not only as an innovative 
fi nancial instrument, but also on 
religious principles. 

Understanding the fundamental 
principles of the Islamic economic system 
is necessary in order to have a bett er 
understanding of the role of Takaful and 
its suitability in the Islamic economy.  For 
example, the right of private ownership 
accorded by Islam is not absolute and 
unconditional. The ownership is a kind 
of trust only. An individual can make 
joint investments to earn profi t from 
his investment. Takaful is a means 
whereby investments of surplus funds 
are made by the operators and profi ts are 
distributed to the participants, i.e. to the 
owners of the capital. 

Another fundamental principle of the 
economic system of Islam is that it stands 
for equitable distribution of wealth. 
Islam encourages people to be selfl ess 
helpers for one another by arousing in 
them feelings of sympathy. Takaful is 
a system where people are encouraged 
to contribute money for mutual help in 
times of need. 

The Islamic economic system combats 
the accumulation of wealth and its 
concentration in the hands of a small 
minority. The Islamic law of inheritance 

provide for the shift ing and distribution 
of wealth in a manner unknown in other 
legal and economic systems. It divides 
the estate of the deceased over a wide 
range of benefi ciaries and not to a single 
heir at the exclusion of others. The 
nominee in a Family Takaful scheme is 
only a trustee and the policy money must 
be distributed to all the heirs.

Distribution of wealth 
The Islamic system requires that wealth 
should be utilized as an instrument to 
serve the interests of the community at 
large. In the Islamic way of life, some 
special kinds of levies are imposed. 
The objective behind them is to provide 
fi nancial assistance to people of a lower 
income bracket from the money of the 
relatively bett er-off  people. In Islam, 
there are a various kinds of compulsory 
levies ranging from a very high rate of 
20% of income to a minimum of 2.5% 
of income. These are to be collected for 
the poor and needy. This is an automatic 
mechanism of balancing income in the 
society.  Islam makes it obligatory on 
every Muslim who possesses a certain 

level of income in one year to pay a 
certain percentage of it for the destitute 
and needy. This is called Zakat. 

Zakat is of course not a substitute for 
income tax. It is imposed on capital. 
Zakat has to be levied annually whether 
it is invested or not. Therefore, it is 
prudent for the owners and managers 
of the Takaful fund to invest it. As a 
result, it induces that all the resources 
and wealth of the economy are employed 
continuously in productive activities. By 
implementing the Zakat system within 
the mechanism of Takaful, it helps to 
develop the economy towards balanced 
growth and prosperity.

Prospects of the Takaful 
industry 
In contemporary Islamic countries, the 
role and importance of Takaful has not 
been duly recognized by policymakers. 
Even the growth of conventional 
insurance is not very satisfactory. If 
we look into the present scenario of 

Role of Takaful in the Islamic economic system 
The growth of the Takaful industry and the economic development of Islamic countries are interdependent. ABU 
BAKR ABDEL RAHMAN M explores.

Table 1: Insurance density of D-8 Islamic countries

Country Population 
(Million)

Per capita 
GDP (US$)

Per capita Premium (US$) Total
(US$)Non-Life Life

Bangladesh 135 1,260 0.6 0.7 1.3

Egypt 65 2,900 9 2 11

Indonesia 210 3.770 8 6 14

Iran 68 5,200 23 3 26

Malaysia 23 10.750 62  78 140

Nigeria 107 1,380 7 1 8

Pakistan  132 2,300 2 1 3

Turkey 64 6,100 21 4 25

Table 2: Insurance density of the Middle East Islamic countries

Country Population (Million) Per capita Premium (US$) Total
(US$)Life Non-Life

UAE 2.6 58 252 310

Qatar 0.6 --- 260 260

Lebanon 4.3 19 93 112

Kuwait 2.1 16 77 93

Oman 2.5 14 52 66

Saudi Arabia 20.5 0.6 37.5 38.1

Syria 15.8 0.1 16.5 16.6

continued...
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the insurance sector of the ‘developing 
eight’ (D-8) member countries, we fi nd a 
dismaying picture. Tables 1 and 2 show 
insurance density of the D-8 member 
countries and the Middle East oil rich 
countries.

If we compare insurance density of 
the Islamic countries with that of 
other countries in the world, we can 
understand where we really stand. 
For example, in South Africa share of 
insurance premium to GDP is more than 
20% in comparison to 3.5% in Nigeria. 
In Bangladesh insurance penetration 
is less than 1%. In Japan premium per 
capita is approximately US$3,900 and 
in Malaysia it is approximately US$140 
while in Bangladesh it is less than US$2. 
This means that there is ample scope for 
growth of Takaful in Islamic countries.

Opportunities and challenges
The Takaful market is bound to grow 
with the pace of the economy. The 
growth of the Takaful industry and 
the economic development of these 
countries are interdependent. Although 
the demand for Takaful is a refl ection of 
income and wealth, it is to be noted that 

risk consciousness is very low in Islamic 
countries. There is an urgent need to 
create a deeper understanding and 
awareness among the policymakers as 
to what role Takaful can play to improve 
the wellbeing of the society.

Takaful has been designed to help 
and stabilize the fi nancial situation of 
individuals, families and organizations. 
At the same time Takaful operators 
can meet the fi nancing needs of large 
projects, thereby helping the national 
economies by enlarging the set of feasible 
investment projects and encouraging 
economic effi  ciency. 

It is obvious that Takaful is a suitable 
alternative to conventional insurance 
for Muslims. But, the pertinent question 
is how best it can serve the needs of the 
community? 

The potential of Takaful will defi nitely 
increase in the coming years. However, 
the future of Takaful will largely depend 
on how this increasing potential is 
exploited by the Takaful operating 
system, keeping in view the needs of the 
Islamic economy and state of aff airs in 
Islamic countries.  

Islamic religion and culture are plus 
points for Takaful operators. But that 
is not all. The political and economic 
stability of Islamic states, the professional 
maturity of Takaful operators, the ability 
to design appropriate products and 
the reduction of management expenses 
including distribution cost  are some of 
the important factors infl uencing the 
demand for Family Takaful. 

Role of regulators
The factors which will infl uence the 
demand of General (non-life) Takaful are 
growth of trade, commerce and industry 
as well as risk potentials and their severity 
and frequency. Of course, risk awareness 

is another important factor. The growth 
of Family Takaful and General Takaful 
will depend on marketing strategies, 
distribution network and adoption of 
improved information technology systems. 
Last but not the least, the supply of 
Takaful in Islamic countries will depend 
mostly upon the support and sympathy 
of the policymakers. If the concept of 
Takaful is not properly understood, 
legislators may not subscribe to the idea 
of promoting Takaful: and the fl oating of 
Islamic companies under the Conventional 
Insurance Act will simply mislead 
consumers.

Since an eff ective regulatory system plays 
a great role in the dynamics of supply, 
it becomes the responsibility of  the 
regulatory authority  of Islamic countries 
to frame appropriate laws and rules for 
facilitating the growth of Takaful for the 
benefi t of the community and of course 
for the growth of the economy as a 
whole.

Conclusion
It is obvious that interaction of 
demand and supply will determine 
the consumption of Takaful. The shift  
in demand for Takaful will inevitably 
occur as it is an innovative product and 
suits the socio-economic and religious 
teachings of Islam. Moreover, Islamic 
countries are likely to see economic 
growth both at the micro and macro 
level. However, the major increase in 
the consumption of Takaful will result 
from an increase in the supply of Takaful. 
The demand already exists. The extent 
to which it is tapped will depend on the 
extent to which the supply curve moves 
to the right.

Abu Bakr Abdel Rahman M is an Islamic 
fi nancial analyst with an Egyptian Islamic 
fi nancial institution and he can be contacted 
at A.Abdelrahman@adib.ae. 

Continued

Takaful 
has been 

designed to help 
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of individuals, 
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organizations

Next Forum Question:

With more onshore fi nancial centers aligning their regulations towards 
giving Islamic fi nance preferential tax treatment and a level playing fi eld, 
will this negate the need for off shore centers?

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 the 27th April 2012.



36© 25th April 2012

DEAL TRACKER

ISSUER SIZE DATE 
ANNOUNCED

Noor Islamic Bank US$1 billion 19th April 2012

Encorp RM1.58 billion 18th April 2012

Banque Saudi Fransi US$2 billion 18th April 2012

Islamic Development Bank RM400 million 17th April 2012

Indosat IDR2.5 trillion 17th April 2012

Johor Corp Group RM3 billion 13th April 2012

Citra Marga IDR1.2 trillion 12th April 2012

Nakheel AED240 million 11th April 2012

State Bank of Pakistan TBA 2nd April 2012

Saudi Aramco TBA 2nd April 2012

Development Bank of Kazakhstan US$500 million 30th March 2012

Ethical Asset Management TBA 30th March 2012

National Australia Bank US$500 million 29th March 2012

Jebel Ali Free Zone AED2.4 billion 21st March 2012

Indonesia sovereign TBA 20th March 2012

Yemen sovereign US$232 million 20th March 2012

Saudi Electricity Company TBA 19th March 2012

Noble Group, Hong Kong RM3 billion 15th March 2012

Kiler Group US$100 million 12th March 2012

Dubai Investments US$200 million 12th March 2012

Kazakhstan sovereign US$1 million 8th March 2012

First Community Bank KES2 billion 8th March 2012

Pakistan sovereign TBA 7th March 2012

Syarikat Prasarana Negara RM4 billion 6th March 2012

CIMB Singapore SG$100 million 2nd March 2012

Kingdom Holding TBA 1st March 2012

Qatar Petroleum TBA 27th February 2012

Acwa Power US$800 million 27th February 2012

South Africa sovereign US$500 million 23rd February 2012

Maybank RM7 billion 22nd February 2012

Oman Arab Bank OMR10 million 20th February 2012

Yemen sovereign TBA 20th February 2012

Kuwait Finance House, Turkey TBA 18th February 2012

Maxis RM2.45 billion 17th February 2012

Egypt sovereign TBA 6th February 2012

Development Bank of Kazakhstan TBA 6th February 2012

Turkey sovereign TBA 3rd February 2012

Musteq Hydro RM80 million 24th January 2012

General Authority for Civil Aviation TBA 24th January 2012

Indonesian fi nance ministry IDR2 trillion 24th January 2012

Albaraka Turk Katilim Bankasi US$200 million 23rd January 2012

AirAsia X US$200 million 17th January 2012

1Malaysia TBA 16th January 2012

HSBC Amanah TBA 12th January 2012

Bank Muamalat Indonesia IDR1.25 trillion 9th January 2012

Sudan sovereign TBA 3rd January 2012

Malaysian Airline System and Air Asia RM12 billion 23rd December 2011

Emery Oleochemicals Group US$151 million 20th December 2011
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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

28th Mar 2012 Saudi British Bank Saudi Arabia Sukuk Domestic market 
private placement

400 HSBC

28th Mar 2012 Aman Sukuk Malaysia Sukuk Domestic market 
public issue

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

27th Mar 2012 Saudi Electricity Saudi Arabia Sukuk Euro market 
public issue

1,750 Deutsche Bank, HSBC

21st Mar 2012 Cagamas Malaysia Sukuk Domestic market 
public issue

163 RHB Capital, AmInvestment Bank 

12th Mar 2012 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

123 Maybank Investment Bank

7th Mar 2012 Almarai Saudi Arabia Sukuk Domestic market 
private placement

267 HSBC

7th Mar 2012 Tanjung Bin Energy 
Issuer

Malaysia Sukuk Domestic market 
private placement

1,089 HSBC, OCBC, RHB Capital, DRB-HICOM, 
CIMB Group, Affi  n Investment Bank, 
Maybank Investment Bank

22nd Feb 2012 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

232 Maybank Investment Bank

31st Jan 2012 MAF Sukuk UAE Sukuk Wakalah Euro market 
public issue

400 Standard Chartered, HSBC, Dubai Islamic 
Bank, Abu Dhabi Islamic Bank

17th Jan 2012 General Authority 
for Civil Aviation

Saudi Arabia Sukuk Domestic market 
private placement

4,000 HSBC

12th Jan 2012 Tamweel UAE Sukuk Euro market 
public issue

300 Standard Chartered, Dubai Islamic Bank, 
Citigroup

11th Jan 2012 FGB Sukuk UAE Sukuk Wakalah Euro market 
public issue

500 Standard Chartered, HSBC, National Bank of 
Abu Dhabi, Citigroup

11th Jan 2012 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

796 RHB Capital, Kenanga Investment Bank, 
AmInvestment Bank

10th Jan 2012 EIB Sukuk UAE Sukuk Euro market 
public issue

500 Standard Chartered, HSBC, RBS, National 
Bank of Abu Dhabi, Citigroup, Emirates NBD

16th Dec 2011 Projek Lebuhraya 
Usahasama

Malaysia Sukuk Domestic market 
private placement

6,155 RHB Capital, CIMB Group, AmInvestment 
Bank, Maybank Investment Bank

16th Dec 2011 Projek Lebuhraya 
Usahasama 

Malaysia Sukuk Domestic market 
private placement

3,455 CIMB Group, AmInvestment Bank, Maybank 
Investment Bank

5th Dec 2011 Gulf International 
Bank 

Bahrain Sukuk Euro market 
private placement

300 JPMorgan

28th Nov 2011 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

132 Maybank Investment Bank

24th Nov 2011 ANIH Malaysia Sukuk Domestic market 
private placement

786 CIMB Group, Maybank Investment Bank

22nd Nov 2011 ADIB Sukuk UAE Sukuk Euro market 
public issue

500 Standard Chartered, Nomura, HSBC, 
National Bank of Abu Dhabi, Abu Dhabi 
Islamic Bank, Citigroup

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 Projek Lebuhraya 

Usahasama
Malaysia Sukuk Domestic market 

private placement
9,610 2 RHB Capital, CIMB Group, 

AmInvestment Bank, Maybank 
Investment Bank

2 General Authority for Civil 
Aviation

Saudi 
Arabia

Sukuk Domestic market 
private placement

4,000 1 HSBC

3 Pengurusan Air SPV Malaysia Sukuk Domestic market 
private placement

2,057 2 HSBC, CIMB Group, Maybank 
Investment Bank

4 Wakala Global Sukuk Malaysia Sukuk Euro market 
public issue

2,000 1 HSBC, CIMB Group, Citigroup, 
Maybank Investment Bank

5 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

1,783 2 RHB Capital, AmInvestment Bank, 
Kenanga Investment Bank

6 Saudi Electricity Saudi 
Arabia

Debut Currency Euro market 
public issue

1,750 1 Deutsche Bank, HSBC

7 Manjung Island Energy Malaysia Sukuk Ijarah Domestic market 
public issue

1,545 1 Lembaga Tabung Haji, CIMB Group

8 Tanjung Bin Energy Issuer Malaysia Sukuk Domestic market 
private placement

1,089 1 HSBC, OCBC, RHB Capital, DRB-
HICOM, CIMB Group, Affi  n Investment 
Bank, Maybank Investment Bank

9 Perusahaan Penerbit SBSN 
Indonesia II

Indonesia Sukuk Ijarah Euro market 
public issue

1,000 1 Standard Chartered, HSBC, Citigroup

10 Aman Sukuk Malaysia Sukuk Musharakah Domestic market 
public issue

812 2 Lembaga Tabung Haji, RHB Capital, 
CIMB Group, AmInvestment Bank, 
Maybank Investment Bank

11 ANIH Malaysia Sukuk Domestic market 
private placement

786 1 CIMB Group, Maybank Investment Bank 

12 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

750 1 Standard Chartered, BNP Paribas, 
Citigroup

12 Islamic Development Bank Saudi 
Arabia

Sukuk Euro market 
public issue

750 1 Standard Chartered, Deutsche Bank, 
BNP Paribas, HSBC

14 Syarikat Prasarana Negara Malaysia Sukuk Ijarah Domestic market 
public issue

667 1 CIMB Group, Maybank Investment Bank

15 First Gulf Bank UAE Sukuk Wakalah Euro market 
public issue

650 1 Standard Chartered, HSBC, Citigroup

16 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

561 4 Maybank Investment Bank

17 HSBC Bank Middle East UK Sukuk Euro market 
public issue

500 1 HSBC

17 FGB Sukuk UAE Sukuk Wakalah Euro market 
public issue

500 1 Standard Chartered, HSBC, National 
Bank of Abu Dhabi, Citigroup

17 EIB Sukuk UAE Sukuk Euro market 
public issue

500 1 Standard Chartered, HSBC, RBS, 
National Bank of Abu Dhabi, Citigroup
Emirates NBD

17 Abu Dhabi Commercial Bank UAE Sukuk Euro market 
public issue

500 1 Standard Chartered, JPMorgan, Abu 
Dhabi Commercial Bank, Bank of 
America Merrill Lynch

17 ADIB Sukuk UAE Sukuk Euro market 
public issue

500 1 Standard Chartered, Nomura, HSBC, 
National Bank of Abu Dhabi, Abu Dhabi 
Islamic Bank, Citigroup

22 Saudi International 
Petrochemical

Saudi 
Arabia

Sukuk Domestic market 
public issue

480 1 Deutsche Bank, Riyad Bank

23 Sharjah Islamic Bank UAE Sukuk Euro market 
public issue

400 1 Standard Chartered, HSBC

23 MAF Sukuk UAE Sukuk Wakalah Euro market 
public issue

400 1 Standard Chartered, HSBC, Dubai 
Islamic Bank, Abu Dhabi Islamic Bank

25 Saudi British Bank Saudi 
Arabia

Sukuk Domestic market 
private placement

400 1 HSBC

26 Cagamas Malaysia Sukuk Domestic market 
public issue

393 3 CIMB Group, Maybank Investment 
Bank, RHB Capital, AmInvestment Bank

27 Putrajaya Holdings Malaysia Sukuk Musharakah Domestic market 
private placement

360 3 CIMB Group, AmInvestment Bank, 
Maybank Investment Bank

28 Kuveyt Turk Katilim Bankasi Turkey Sukuk Euro market 
public issue

350 1 Standard Chartered, HSBC, KFH, Abu 
Dhabi Islamic Bank, Commerzbank 
Group

29 Tamweel UAE Sukuk Euro market 
public issue

300 1 Standard Chartered, Dubai Islamic Bank, 
Citigroup

29 Gulf International Bank Bahrain Sukuk Euro market 
private placement

300 1 JPMorgan

Total 39,819 106
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 HSBC 8,184 17 20.6

2 Maybank Investment Bank 7,273 35 18.3

3 CIMB Group 6,902 28 17.3

4 AmInvestment Bank 4,902 23 12.3

5 RHB Capital 2,772 21 7.0

6 Standard Chartered Bank 1,874 12 4.7

7 Citigroup 1,692 8 4.3

8 Deutsche Bank 1,302 3 3.3

9 Lembaga Tabung Haji 935 3 2.4

10 BNP Paribas 438 2 1.1

11 JPMorgan 425 2 1.1

12 Affi  n Investment Bank 334 5 0.8

13 OCBC 313 6 0.8

14 National Bank of Abu Dhabi 292 3 0.7

15 Kenanga Investment Bank 265 1 0.7

16 Abu Dhabi Islamic Bank 253 3 0.6

17 DRB-HICOM 250 5 0.6

18 Riyad Bank 240 1 0.6

19 Dubai Islamic Bank 200 2 0.5

20 Bank of America Merrill Lynch 125 1 0.3

20 Abu Dhabi Commercial Bank 125 1 0.3

22 KFH 109 2 0.3

23 Public Bank 108 3 0.3

24 Hong Leong Bank 108 3 0.3

25 RBS 83 1 0.2

25 Nomura 83 1 0.2

25 Emirates NBD 83 1 0.2

28 Commerzbank Group 70 1 0.2

29 Malaysian Industrial Development 
Finance

40 1 0.1

30 Alliance Investment Bank 22 1 0.1

Total 39,819 106 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 4,198 2 23.9
2 Skadden Arps Slate Meagher & 

Flom
3,281 1 18.7

2 White & Case 3,281 1 18.7
4 Al-Jadaan & Partners Law Firm 1,200 1 6.8
4 Baker & McKenzie 1,200 1 6.8
4 Cliff ord Chance 1,200 1 6.8
7 Baker Bott s 917 1 5.2
7 Chadbourne & Parke 917 1 5.2
9 Afridi & Angell 267 1 1.5
9 Herbert Smith Gleiss Lutz Stibbe 267 1 1.5
9 Latham & Watkins 267 1 1.5

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %

1 Samba Financial Group 592 4 6.2

2 Public Investment Fund 463 2 4.9

3 Arab National Bank 463 2 4.9

4 HSBC Holdings 447 3 4.7

5 Sumitomo Mitsui Financial Group 404 2 4.2

6 Banque Saudi Fransi 386 2 4.1

7 KfW Bankengruppe 369 2 3.9

8 Mitsubishi UFJ Financial Group 360 1 3.8

9 Saudi British Bank 324 1 3.4

10 Australia & New Zealand Banking 
Group

289 1 3.0

10 Mizuho Financial Group 289 1 3.0

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 Samba Capital 1,156 5 10.8
2 Saudi British Bank 1,054 4 9.9
3 Banque Saudi Fransi 904 3 8.5
4 Al-Rajhi Banking & Investment 753 3 7.1
5 HSBC 554 5 5.2
6 Saudi National Commercial Bank 459 2 4.3
7 Saudi Hollandi Bank 444 1 4.2
7 Riyad Bank 444 1 4.2
9 Deutsche Bank 321 4 3.0
10 Citigroup 316 8 3.0
11 Barwa Bank 266 2 2.5
12 Maybank Investment Bank 264 2 2.5
13 Noor Islamic 236 2 2.2
14 RBS 233 1 2.2
15 Arab National Bank 219 1 2.1
16 Abu Dhabi Islamic Bank 219 5 2.1
17 CIMB Group 216 2 2.0
18 Qatar Islamic Bank 213 1 2.0
18 Qatar International Islamic Bank 213 1 2.0
18 Masraf Al Rayan 213 1 2.0

21 Standard Chartered Bank 199 4 1.9

22 RHB Capital 164 1 1.5

22 Lembaga Tabung Haji 164 1 1.5
22 AmInvestment Bank 164 1 1.5
25 Emirates NBD 160 3 1.5

26 Bank of America Merrill Lynch 126 3 1.2
27 Arab Banking Corporation 111 3 1.0
28 Bank of China 93 1 0.9
29 Al Hilal Bank 70 2 0.7
30 Bank Al-Jazira 68 1 0.6
30 Alinma Bank 68 1 0.6

Top Islamic Finance Related Loans Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %

1 Citigroup 309 6 2.9

2 HSBC 305 2 2.9

3 Abu Dhabi Islamic Bank 267 5 2.5

4 Samba Capital 233 1 2.2

4 RBS 233 1 2.2

6 Standard Chartered Bank 165 3 1.6

7 Emirates NBD 122 2 1.1

8 Maybank Investment Bank 100 1 0.9

9 Bank of China 93 1 0.9

10 National Bank of Kuwait 87 1 0.8

Top Islamic Finance Related Loans Deal List                         12 Months

Credit Date Borrower Nationality US$ (mln)

13th Dec 2011 Barzan Gas Qatar 5,442

12th Feb 2012 Mobily Saudi 
Arabia

2,667

2nd Dec 2011 Hajr for Electricity 
Production

Saudi 
Arabia

1,981

14th Feb 2012 Power & Water Utility 
Co for Jubail & Yabbu

Saudi 
Arabia

1,200

15th Oct 2011 Maaden Bauxite & 
Alumina 

Saudi 
Arabia

929

15th Sep 2011 Dubai Ports World UAE 850

18th Jul 2011 Pembinaan BLT Malaysia 822

23rd Jun 2011 Salik One Spc UAE 800

17th May 2011 Emaar Properties UAE 699

27th Feb 2012 Government of Dubai UAE 675

Top Islamic Finance Related Loans by Country                    12 Months

Nationality US$ (mln) No %

1 Saudi Arabia 5,377 5 50.4
2 UAE 2,048 8 19.2
3 Malaysia 926 2 8.7
4 Qatar 850 1 8.0
5 Indonesia 601 4 5.6
6 Turkey 384 3 3.6
7 Pakistan 203 4 1.9
8 China 93 1 0.9
9 Kuwait 87 1 0.8
10 Russian Federation 60 1 0.6

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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