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Aft er simmering slowly for a decade, 
the Islamic fi nance industry in Pakistan 
fi nally looks ready to take off , with 
impressive growth in 2012 and new 
governance set to improve regulatory and 
operational effi  ciency. In his speech at the 
IFN Roadshow in Pakistan last week Kazi 
Abdul Muktadir, the deputy governor 
of the State Bank of Pakistan (SBP), 
exclusively announced the launch of a 
new fi ve-year plan from the central bank 
to develop Islamic fi nance in the country. 
We take a look at what this means for the 
baby lion of the industry, and what we can 
expect from the newest contender in the 
global Islamic market. 

An industry in numbers
Now in its 10th year, Islamic fi nance in 
Pakistan grew by 29.5% year-on-year in 
March 2012 to account for 7.7% of the 
total banking system with total assets 
of PKR644 billion (US$6.7 billion). The 
country currently has 17 Islamic banks, 
which in 2012 cover a network of 964 
branches and over 500 windows across the 
country. This represents rapid growth from 
last year, with 78 new branches opening 
since December 2011. According to the 
most recent Islamic Banking Bulletin from 
the SBP, the industry has plans to open 
a total of 172 fully-fl edged branches and 
26 sub-branches by the end of the year, 
highlighting the strong growth potential in 
the industry.

The lion awakes
The second-most populous Muslim country 
in the world, Pakistan accounts for 11% 
of global Muslims and has an Islamic 
population of 96.4% or around 190 million. 
This represents an exceptional opportunity 
for Islamic fi nance, but up until now 
growth has been relatively subdued: held 
back by a low level of public awareness, 
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Pakistan’s promising 
prospects

Editor’s Note

When talking about Asia’s economic 
might, Pakistan is oft en overlooked 
despite its size as one of the larger 
countries in the region; thanks in part to 
its tumultuous political history ...

continued on page 5

Table 1: Islamic banking institutions in 
Pakistan, 31st December 2011
Islamic banking institutions No. branches
Albaraka Bank 87
Bankislami 70
Burj Bank 42
Dubai Islami Bank Pakistan 75
Meezan Bank 275
Standalone Islamic branches of conventional 
banks
Askari Bank 29
Bank Al-Habib 11
Bank Al-Falah 85
Faysal Bank 45
The Bank of Khyber 26
Habib Metropolitan Bank 4
Habib Bank 22
MCB Bank 22
National Bank of Pakistan 6
Soneri Bank 4
Standard Chartered 15
United Bank 5
Total 823
 including sub-branches 886
Source: Statistics on Scheduled Banks in Pakistan, 
SBP, December 2011
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DEALS
Malaysian property developer 
Bolton to issue US$121.9 
million Sukuk by the end of 
2012

Egypt expects to approve 
Sukuk rules in the next three 
months

Saudi Hollandi Bank eyes 
US$373.31 million Sukuk 
off ering

Cagamas receives 
strong demand for 
US$161.08 million Sukuk 
Wakalah

Alizz Islamic Bank to 
fl oat up to US$103.56 million-
worth of shares in IPO

Sabana prices convertible 
Sukuk worth up to US$6.42 
million

NEWS
International Bank of 
Azerbaĳ an launches Islamic 
banking window

Lembaga Tabung Haji 
appoints Hong Leong Islamic 
Bank as deposits collection 
agent

State Bank of Pakistan 
developing a fi ve-year plan 
for country’s Islamic banking 
industry

Al Rajhi Bank (Malaysia) to 
extend US$7.73 million-worth 
of agricultural development 
fi nancing 

Turkish delight in debut 
sovereign Sukuk 

DRB-HICOM likely to 
remain a shareholder of Bank 
Muamalat Malaysia 

Bank Muamalat Malaysia 
announces fi rst quarter net 
profi t of US$14.49 million

Incentives for Malaysian 
Islamic fi nance industry on 
Islamic banks’ Budget 2013 
wish list

National Bank of Abu 
Dhabi eyes Malaysian 
Islamic banking license amid 
aggressive expansion plans

Tanjung Bin Power performs 
early redemption of US$1.79 
billion Istisnah medium-term 
notes program

Maples and Calder opens 
offi  ce in Singapore

Jeddah-based Indian Forum 
for Interest-Free Banking to 
discuss Islamic banking law 
with India’s prime minister

Securities Commission 
Malaysia launches framework 
for retail investing in Sukuk 
and conventional bonds 

GCC Sukuk issuances rise 
almost twofold in the fi rst half 
of 2012 from a year earlier, 
says Markaz

Islamic microfi nance can 
address poverty, says KFH 
Research

Qatar First Investment Bank 
increases stake in Al Rifai 
International Holdings 

Demand for Sukuk to reach 
US$900 billion by 2017, says 
Ernst & Young

Tamweel sees UAE home 
fi nancing transactions 
surpassing US$2.17 billion in 
2012

RAKBank plans Shariah 
compliant auto fi nancing 
products

ISLAMIC
INVESTOR
Gatehouse Bank completes 
purchase of department 
store building in Leeds for 
US$53.05 million

Increase in global Dow Jones 
Islamic Indexes

HSBC Saudi Arabia launches 
Shariah compliant GCC 
equity income fund 

TAKAFUL
Takafol South Africa targets 
growth in Africa

Takaful Ikhlas collaborates 
with LAT Holdings on 
bereavement Takaful plan for 
non-Muslims

Syarikat Takaful Malaysia 
moves towards UK property 
investments

AIA AFG Takaful launches 
scheme for critical illness

RATINGS
MARC affi  rms ratings on 
UMW Holdings’ US$257.31 
million Sukuk 

RAM assigns long-term ratings 
to senior notes under HSBC 
Amanah Malaysia’s proposed 
multi-currency Sukuk program

RAM places Malakoff  
Corporation’s Sukuk on 
rating watch 

S&P rates Emirates NBD 
Asset Management’s funds

MOVES
Hulusi Horozoglu leaves 
Citigroup
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limited products and a restrictive 
regulatory and legal environment. 
However, all this is about to change. 
Islamic banks or banks with Islamic 
branches now account for almost 40% of 
all banks in Pakistan (17 out of 44) and 
Islamic branches make up 10% of all 
banking branches in the country (964 out 
of 9,772). 

Speaking at the IFN Roadshow in 
Karachi on the 4th September, Kazi 
highlighted the commitment of 
the central bank to promoting and 
developing the Islamic fi nance industry 
to take advantage of this strong growth 
and exceptional potential. As part of 
this commitment, the deputy governor 
outlined a new strategic fi ve-year plan 
from the central bank, designed to 
strengthen the legal and regulatory 
guidance for the industry and create a 
robust Shariah compliance governance 
framework. “The new plan will set 
the strategic direction for the Islamic 
banking industry. It [will] defi ne 
strategies and action plans to move the 
industry to the next level of growth 
and SBP would expect active and 
meaningful involvement of the industry 

in development of the 
plan.” 

Strategic 
plan

The plan runs 
from 2013-17 
and includes the 
development of a 
comprehensive 
Shariah 

Governance 

framework to further strengthen 
the Shariah governance of Islamic 
banking institutions in Pakistan, as 
well as explicitly defi ning the roles 
and responsibilities of diff erent organs 
including the board of directors, 
Shariah advisors and committ ees and 
executive management to ensure Shariah 
compliance.

The SBP has also developed a comprehen-
sive profi t distribution and pool manage-
ment framework in consultation with the 
Islamic fi nance industry, which it expects 
to issue this month. 

The new framework will be launched in 
conjunction with a mass media campaign 
in collaboration with leading industry 
players to create awareness not only of 
the Islamic banking opportunities in 
Pakistan, but which it is also hoped will 
play a part in building interest in Islamic 
fi nance careers and thus building the 
industry’s human resource capacity. “The 
campaign we believe will be instrumental 
in enhancing public awareness and 
[will] give further boost to the growth 
momentum of Islamic banking industry,” 
explained Kazi. 

Stretching its paws
This should lead to even stronger 
growth over the next few years, and 
Kazi believes that by 2017 the Islamic 
industry can increase its share to 15% of 
the total banking system. Yaseen Anwar, 
the governor of the central bank, has 
also announced his high hopes for the 
industry, commenting that he expects the 
Islamic banking industry to double its 
market share in fi ve years. 

Asian lion: Islamic fi nance roars in Pakistan
Continued from page 1
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Table 2: Industry progress and market share
Islamic banking 

industry progress 
(Rs. billion)

Growth (YoY) Share in overall 
banking industry

Mar-
11

Dec-
11

Mar-
12

Mar-
11

Dec-
11

Mar-
12

Mar-
11

Dec-
11

Mar-
12

Total Assets 497 641 644 33.9% 34.4% 29.5% 6.9% 7.8% 7.7%
Deposits 398 521 530 37.7% 33.6% 33.2% 7.3% 8.4% 8.4%
Net Financing & 
Investment

374 475 487 63.5% 40.3% 30.3% 6.7% 7.4% 7.4%

Total Islamic Banking 
Institutions

17 17 17 - - - - - -

Total No. of Branches* 759 886 905 - - - - - -

Source: Quarterly Unaudited Accounts, SBP
*member includes sub-branches

CLOSING BELL
Analysts positive on BIMB 
Holdings
MALAYSIA: Analysts are positive on 
the earnings outlook of BIMB Holdings, 
which owns Bank Islam Malaysia and 
Syarikat Takaful Malaysia, due to its 
unique position as the only Islamic 
fi nance pure-play listed on the local stock 
exchange.

CIMB Equities Research, which sees 
the fi nancial group achieving fi nancing 
growth of 12% and non-interest income 
growth of 12-14% in 2013-2014, noted 
that factors that could help support the 
fi nancial group’s earnings include its 
potential venture into the Indonesian 
fi nancial market.

Meanwhile, Kenanga Research noted 
that BIMB’s concentration on the Islamic 
fi nance industry should enable the group 
to deliver faster balance sheet growth 
compared to other banks.

Axiata launches dim sum 
Sukuk
GLOBAL: Malaysian 
telecommunications fi rm Axiata Group 
reportedly launched a Chinese yuan-
denominated, benchmark-sized Sukuk 
on the 11th September, pursuant to its 
US$1.5 billion multi-currency Islamic 
bond program established in July this 
year.

S&P has assigned a ‘BBB-’ rating to the 
dim sum Sukuk, which will represent 
Axiata’s fi rst drawdown of its multi-
currency program.

Sukuk yields approach all-
time low
GLOBAL: Global Sukuk yields are 
expected decline to a record level of less 
than 3% due to a continued shortage of 
Sukuk supply, noted analysts.

According to data from the HSBC/
Nasdaq Dubai US Dollar Sukuk Index, 
spreads between Sukuk and Libor have 
tightened 74 basis points (bps) in 2012 
to 199 bps, while global Sukuk have 
returned 7.3% so far this year.
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But growth in Pakistan is not just 
restricted to the banking sector. 
“‘Encouragingly, the sustained growth 
of Islamic banking in the country 
during the last decade has also started 
catalyzing growth and development of 
Islamic capital markets, mutual funds 
and Takaful companies,” explained 
Kazi. “Presently, we have fi ve Takaful 
operators, and about 30 Islamic mutual 
funds,” he added.

Thriving market
Pakistan has seen its mutual funds 
industry develop in leaps and bounds, 
with 15 asset management fi rms along 
with 29 Islamic mutual funds and 
around 18 pension funds. Pakistan’s 
mutual funds have performed extremely 
well in recent years, with JS Investments’ 
Islamic Fund seeing returns as high as 
40.23% in 2011. Al Meezan Investment 
Management, the largest Shariah 
compliant asset management fi rm in 
Pakistan, currently manages assets 
of over PKR41.4 billion (US$437.06 
million). 

The Sukuk market is also developing 
well. During the last two years the 
government has issued around PKR369 

billion (US$3.89 billion) in sovereign 
Sukuk, and the country is a leader in 
the development of Islamic liquidity 
management instruments to assist 
Islamic banks to manage their surplus 
funds. “The regular issuance of the 
Sukuk, almost on quarterly basis, 
has improved market confi dence and 
tradability of the Sukuk,” explained Kazi. 
Industry players agree that Pakistan has 
an advantage here over other countries, 
as it has worked hard to develop a strong 
capital market to encourage confi dence. 
Irfan Siddiqui, the president of Al 
Meezan bank, Pakistan’s largest Islamic 

bank, is quoted as saying that: “What 
also helps is that people in Pakistan and 
elsewhere have had enough exposure 
to Islamic bonds, so the comfort level is 
high.”

And although the Takaful industry in 
the country has seen its bumps in the 
road, it too looks to be on a promising 
upwards trajectory. In August this 
year the central bank introduced 
new Takaful rules designed to boost 
competition by allowing the entrance 
of conventional players to the market 
through Takaful windows. Although 
the ruling has been subject to some 
controversy, with a legal challenge from 
existing Takaful providers, it highlights 
the increasing att ention the sector is 
att racting. Currently Takaful penetration 
in Pakistan stands at just 2-3% compared 
to around 5% in other Muslim countries, 
representing a promising potential 
market for development. 

Challenges remain
Yet despite all this progress, the Islamic 
fi nance industry in Pakistan continues 
to face challenges. Kazi listed a number 
of key issues that must be addressed, 

Asian lion: Islamic fi nance roars in Pakistan
Continued from page 3

The regular 
issuance of 

Sukuk, almost on 
quarterly basis, has 
improved market 
confidence and 
tradability of 
the Sukuk

continued...

In conjunction with 

Lunch on Tuesday, 2nd October 2012, Kuala Lumpur Convention Center
Islamic Finance news, the industry’s leading publication, will be hosting an exclusive Awards Ceremony, coinciding with the 
industry’s largest annual event – the IFN Asia Forum, to congratulate the winners of the 2012 Islamic Investor Polls. The Awards 
Ceremony will take place during the Investors Day’s lunch on Tuesday the 2nd October 2012.

In total, 13 categories will be recognized during the lunch and all winners will be presented with their accolades on stage, in front of 
the Islamic finance industry’s investor audience. All delegates from the IFN Asia Forum 2012 are welcome to attend!

IFN Awards Islamic Investors Poll 2012 Winners:

  est Overall Islamic Asset anagement Company  CIMB-Principal Islamic Asset Management 
  est Institutional Investor  Employees Provident Fund
  est Institutional olutions Provider of the ear  CIMB-Principal Islamic Asset Management
  est Islamic Investment trategist of the ear  Abu Dhabi Islamic Bank
  ost Innovative Asset anagement Company  Sabana Real Estate Investment Management
  est Investor elations by an Asset: anagement Company  Sabana Real Estate Investment Management
  est Fund Distributor  Bank of Tokyo Mitsubishi UFJ
  est Fund Domicile of Choice  Malaysia
  est Islamic Asset anagement Company in Africa  Oasis Crescent Management Company
  est Islamic Asset anagement Company in Asia  CIMB-Principal Islamic Asset Management
  est Islamic Asset anagement Company in the Americas  Azzad Asset Management
  est Islamic Asset anagement Company in urope   BNP Paribas Investment Partners
  est Islamic Asset anagement Company in the iddle ast  NCB Capital
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including:  “Low awareness about Islamic 
banking; limited product diversifi cation 
with predominance of debt/trade based 
products; capacity constraints of Islamic 
banks, particularly at branches/fi eld 
level; and lack of eff ective liquidity 
management solutions.”

In addition, Islamic banking institutions 
(IBIs) are not yet fully taking advantages 
of the opportunities available to them.   
Islamic banks have negligible presence 
in the vital SME and agriculture 
sectors which Kazi explained are: “Not 
only… strategically important for the 
economy, but also promise huge growth 
opportunities for banks to diversify their 
products and target markets and sectors.” 
According to data from the central bank, 
fi nancing by Islamic banks is currently 
dominated by the mainstream corporate 
sector which accounts for 73.9% of total 
fi nancing, compared to just 5.1% for 
SME fi nancing and  0.1% for agricultural 
fi nancing. “Presently the IBIs’ exposure in 
these sectors is nominal [and] needs to be 
increased signifi cantly, which would not 
only improve their repute amongst the 
masses but would also provide them an 
att ractive avenue to develop and expand 

their assets portfolios,” said Kazi, adding 
that the SBP is prepared to provide 
necessary support to Islamic banks to 
build portfolios in these strategically 
important sectors.

The development of innovative 
Shariah compliant short term liquidity 
management instruments is another 
ongoing challenge for the industry. 
However, Pakistan is a leader in this area, 
and according to Kazi: “I have been told 
that we are quite close to developing 
solution in this regard and I am confi dent 
that Inshallah within this year an eff ective 
and effi  cient liquidity management 
solution [will] be available [to] us.”

Other issues include the shortage of 
qualifi ed and trained talent to staff  
the growth in Islamic fi nance in the 
country, and Kazi called on the industry 
as a whole to assist in developing the 
opportunities available. “While SBP 
will be further intensifying its eff orts to 
build the industry’s HR capacity through 
its regular and specialized training 
programs, the IBIs [will] also have to 
signifi cantly increase their investment in 
HR development.” 

Growing up
Although the Islamic fi nance industry 
in Pakistan seen impressive growth over 
the last few years, it has a long way to go. 
There is still no Islamic investment bank 
in the country, nor any notable venture 
capital or private equity industry. The 
Islamic mutual funds industry is still 
small, though growing fast, and Takaful 
penetration is negligible. Corporate 
Sukuk remains limited despite the 
eff orts of the government to encourage 
participation in the capital market. And 
the relatively weak existing regulatory 
and legal structure remains a barrier.

Yet the new framework promises great 
things, and suggests that we can expect 
to hear a lot more from Pakistan in the 
future. With its rapid growth, developing 
economy, large Muslim population and 
the determination of the authorities to 
promote the industry, it looks as if the 
country has the potential to develop into 
a serious contender in the Islamic fi nance 
space. 

Although this lion is still young, the 
world had bett er get ready for its roar. 

 — LM

Asian lion: Islamic fi nance roars in Pakistan
Continued from page 4

Editor’s Note

When talking about Asia’s economic 
might, Pakistan is oft en overlooked 
despite its size as one of the larger 
countries in the region; thanks in 
part to its tumultuous political 
history. However Asif Ali Zardari, 
its president, just this month signed 
new legislation aimed at att racting 
investments and revitalising 
the country’s economy, while 
multilateral organizations such as 
the World Bank and the IDB have 
already provided substantial support 
to its development.

With an eye on Pakistan’s measured 
rise and the vast potential for the 
further development of Islamic 
fi nance in the country, especially 
given its standing as the world’s 
second-most populous Muslim nation; 
and following our IFN Roadshow 
Pakistan on the 4th September this 

year, our cover story this week 
highlights the country’s Shariah 
compliant fi nancial industry and 
prospects for its continued growth.

The growth of developing economies 
is oft en tied to the development of 
their infrastructure, and our issue this 
week also looks at the role of Shariah 
compliant project and infrastructure 
fi nancing funds in an article by 
Geoff rey Davis, Khalid Al-Thebity 
and John Vogel of law fi rm Patt on 
Boggs. Staying in the infrastructure 
arena, Bina Salam of Palmers 
Solicitors writes on the challenges 
faced by property purchases fi nanced 
Islamically.

We also have a report on the fi ve key 
areas for the development of Islamic 
fi nance by Faouzi El Bantli of BNP 
Paribas Belgium; and an article on 
Shariah compliant equity listings in 

Kuwait by Hossam Abdullah of law 
fi rm Al Ruwayeh & Partners (Kuwait). 
Meanwhile, Dr Syahida Abdullah 
of International Shari’ah Research 
Academy for Islamic Finance (ISRA) 
contributes our Takaful feature on 
the growth potential of the Islamic 
insurance industry.

Our IFN Reports include an 
article on new fi nancing rules in 
Indonesia and a write-up of our 
IFN Roadshow Pakistan, while 
our IFN Correspondents write on 
developments in Hong Kong and the 
US.

Meet the Head talks to Ahmad Y 
Bassam, the founder and CEO of 
Noriba Investing; and our Case 
Study highlights Syarikat Prasarana 
Negara’s US$644.85 million 
government-guaranteed Sukuk 
Murabahah.  

Pakistan’s promising prospects
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DEALS
Sukuk by year-end
MALAYSIA: Local property developer 
Bolton is planning to issue a RM380 
million (US$121.9 million) Sukuk by the 
end of this year as it seeks to fund RM1.7 
billion (US$545.32million)-worth of 
projects to be carried out next year.

The Sukuk will have a tenor of seven 
years.

Preparing for Sukuk
EGYPT: The government is reportedly 
expecting to pass new laws regulating 
Sukuk issuance in the next three months, 
aft er which the country’s debut sovereign 
Islamic bond sale will likely follow. 

According to Hisham Qandil, the prime 
minister, the fi nance ministry could 
kick off  the Sukuk market with up to 
two issuances; as the government seeks 
to engage investor demand for the 
instrument.

Saudi Hollandi plans Sukuk
SAUDI ARABIA: Saudi Hollandi Bank 
will hold an extraordinary general 
meeting on the 6th October 2012 as it 
seeks shareholder approval on proposals 
including the issuance of a SAR1.4 billion 
(US$373.31 million) Sukuk. 

In a statement to the Saudi stock 
exchange, the bank said that proceeds 
from the Sukuk will be used to support its 
capital base. The notes will be off ered via 
a private placement. The issuance is also 
subject to approval from authorities.

Cagamas prices Sukuk
MALAYSIA: National mortgage fi rm 
Cagamas has priced a RM500 million 
(US$161.08 million) multi-tenored 
Sukuk Wakalah at between 30 and 33 
basis points over Malaysian government 
securities; aft er receiving subscriptions 
worth more than RM2 billion (US$644.31 
million) for the off ering.

The Sukuk will be issued on the 11th 
September 2012. The one, two, three, 
four and fi ve-year notes off er profi t rates 
of 3.3%, 3.33%, 3.38%, 3.5% and 3.6%, 
respectively.

IPO in the pipeline
OMAN: Alizz Islamic Bank has received 
approval from the sultanate’s Capital 
Market Authority to fl oat up to 40% of its 
capital in a OMR40 million (US$103.56 
million) initial public off ering (IPO).

The shares, of which 400 million are 
for sale, will be on off er from the 22nd 
September through to the 21st October 
2012.

DEAL TRACKER Full Deal Tracker on page 33

ISSUER ISSUING 
CURRENCY SIZE (US$) DATE 

ANNOUNCED
Bolton RM 121.71 million 6th September 2012

Turkey sovereign TBA TBA 5th September 2012

HSBC Amanah RM 960.84 million 4th September 2012

Sime Darby US$ 1.5 billion 3rd September 2012

Malakoff  Corporation RM 576.51 million 17th August 2012

Sabana prices convertible 
Sukuk worth up to US$6.42 
million
SINGAPORE: Sabana Real Estate 
Investment Management (Sabana), the 
manager of Sabana Shari’ah Compliant 
Industrial Real Estate Investment Trust 
(Sabana Shari’ah Compliant REIT), 
announced on the 6th September that 
it had priced a proposed issuance of 
convertible Sukuk worth up to SG$8 
million (US$6.42 million) at a profi t rate 
of 4.5%.

Pricing for the planned issuance was 
announced aft er Sabana disclosed on 
the same day its intention to issue the 
Sukuk, which will be convertible into 
units of Sabana Shari’ah Compliant REIT. 
The fi ve-year notes will be issued under 
Murabahah and Ijarah principles and at 
an initial conversion rate of S$1.19 (96 US 
cents) per unit.

The number of new conversion units to 
be allott ed and issued, pursuant to the 
full conversion of the Sukuk, is 67.04 
million: representing 10.5% of the REIT’s 
existing units in issue.

SG$61 million (US$48.98 million) or 76.2% 
of the gross proceeds from the issuances 
will be used towards the acquisition of the 
23 Serangoon North Avenue 5 property in 
Singapore, while SG$19 million (US$15.25 
million) of the proceeds will be used for 
other general corporate purposes and to 
pay the fees and expenses related to the 
Sukuk issuance and the acquisition of the 
property.

Sabana announced the acquisition of 
the Serangoon North property last 
month, noting that the acquisition 
will be injected into Sabana Shari’ah 
Compliant REIT’s existing portfolio of 20 
properties. The acquisition is expected 
to be completed in the fourth quarter of 
this year.

Meanwhile, it has appointed Morgan 
Stanley Asia (Singapore) as the sole 
bookrunner and lead manager for the 
issuance. The closing date for the issue is 
expected to fall on the 24th September this 
year.
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ASIA
Islamic window launched
AZERBAĲ AN: International Bank of 
Azerbaĳ an has launched its Islamic 
banking window, appointing Behnam 
Gurbanzada as its director of Islamic 
banking.

The bank said that the next three months 
will see the Shariah compliant fi nance 
department engaged in processes such as 
moving into a new offi  ce building, hiring 
and transferring its Islamic recourses and 
projects to the department. 

By January 2013 it will begin servicing 
corporate and individual clients.

Hong Leong Islamic in 
pilgrims fund tie-up
MALAYSIA: Hong Leong Islamic 
Bank has been appointed as a deposits 
collection agent by pilgrims fund 
Lembaga Tabung Haji (TH).

Under the agreement, the bank’s payroll 
customers can perform deposits to their 
TH accounts via salary deduction.

Five-year plan in development
PAKISTAN: The State Bank of Pakistan 
(SBP), the central bank, is drawing up 
a fi ve-year plan for the Islamic fi nance 
industry to be implemented next year, 
said Kazi Abdul Muktadir, its deputy 
governor, at the IFN Roadshow in 
Pakistan held on the 4th September 2012. 
(See cover story: ‘Asian lion: Islamic 
fi nance roars in Pakistan’).

The central bank is also developing a 
framework for Shariah governance for 
Islamic fi nancial institutions.

Its new plans are aimed at defi ning 
the strategic direction for the country’s 
Islamic fi nance industry, which is 
expected to increase its share of the 
overall banking system to 15% in the next 
fi ve years.

Agricultural financing from Al 
Rajhi
MALAYSIA: Al Rajhi Bank (Malaysia) 
has teamed up with Perbadanan 
Pembangunan Pertanian Negeri Perak, the 
authority for agricultural development in 

continued...

Turkish delight in debut 
sovereign Sukuk
TURKEY: The Turkish government 
announced on the 5th September that 
it has appointed Citigroup, HSBC and 
Kuwait-based Liquidity Management 
House for Investment (Liquidity House) 
as arrangers for an impending US dollar-
denominated Sukuk issuance that will be 
the country’s fi rst sovereign Islamic debt 
sale. 

The government also said that 
roadshows for the debut Sukuk will be 
held in Asia and the Middle East.

First announced in 2003, Turkey has seen 
an uphill journey towards the issuance. 
A number of reasons have been cited 
for the delays; mainly due to lack of 
legislation. However, the tide has since 
turned aft er the government last year 
introduced rules allowing Sukuk to be 
taxed at the same rate as conventional 
bonds. 

In June this year, Moody’s rated the 
Turkish government at ‘Ba1’, based on 
the marked improvement in the country’s 
public fi nances and its balance sheet. 
The ratings agency has now assigned a 
provisional foreign currency rating of 
‘(P)Ba1’ to the country’s proposed Sukuk 
issuance.

Industry pundits have also been quick 
to predict that a Turkish Sukuk will be 
a hit with wealthy Gulf investors; with 
Turkey’s geographic proximity between 
Europe and the Gulf seen as another 
plus point for the country to att ract 
investments. 

It remains to be seen just how much 
interest the Sukuk will generate, but 
with all that Turkey has going for it, 
Islamic Finance news believes that 
issuing this sovereign Sukuk could 
mark the start of an exciting period for 
the country’s rapidly growing Islamic 
fi nance industry.

Are you reading 
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the state of Perak, to extend RM24 million 
(US$7.73 million)-worth of fi nancing 
to buyers of land under an agricultural 
development scheme.

Under the scheme, which will see the 
authority acquiring land from the state 
government to be developed into oil 
palm plantations or plantations of other 
commodities, eligible participants will be 
provided with fi nancing of up to 80%.

DRB-HICOM to keep stake
MALAYSIA: DRB-HICOM is not 
expected to completely exit its 70% 
investment in Bank Muamalat Malaysia, 
said Mohd Redza Shah Abdul Wahid, 
CEO of Bank Muamalat.

According to Mohd Redza, DRB-
HICOM will likely only pare down its 
shareholding in Bank Muamalat; in 
accordance with requirements from 
the Malaysian central bank that the 
conglomerate reduce its stake in the 
Islamic bank to 40%. 

DRB-HICOM and Bank Muamalat’s other 
major shareholder, Khazanah Nasional, 
is currently in negotiations with Affi  n 
Holdings, which owns Affi  n Islamic 
Bank, to divest some of its interest 
in Bank Muamalat to the Malaysian 
banking group.

Mohd Redza also noted that the fi nancial 
services sector will likely remain an 
important sector of investment for DRB-
HICOM.

Profits surge
MALAYSIA: Bank Muamalat Malaysia 
announced a year-on-year increase in 
net profi t of 41.6% to RM45.2 million 
(US$14.49 million) for its fi rst quarter 
ended the 30th June 2012, as revenue 
rose 14.5% to RM255.6 million (US$81.3 
million).

Financing income advanced by 18.1% 
to RM148.3 million (US$47.54 million) 
on the back of a 29.7% surge in gross 
fi nancing to RM9.9 billion (US$3.18 
billion).

Pinning hope on new budget
MALAYSIA: The Association of Islamic 
Banking Institutions Malaysia (AIBIM) 
has submitt ed a Budget 2013 ‘wish list’ to 
the government, highlighting suggestions 
for tax breaks and for the continuation 

continued...

continued...

National Bank of Abu Dhabi 
eyes Malaysian Islamic 
banking license amid 
aggressive expansion plans 
GLOBAL: National Bank of Abu Dhabi 
(NBAD), which launched its Malaysian 
unit in July this year, is now reportedly 
eyeing an Islamic banking license in the 
country as it expands its capabilities 
outside its home market.

The bank, the second largest in the UAE in 
terms of assets, is also among the Middle 
East’s most aggressively expanding 
fi nancial institutions and of late has 
shown increasing interest in the Asian 
region. Just last week, in the fi rst week 
of September, the bank issued its fi rst 
off shore Chinese yuan bond, comprising 
a CNY100 million (US$15.77 million) 
off ering with a one-year tenor. The 
issuance follows the establishment of the 
bank’s representative offi  ce in Shanghai.

NBAD has also applied to set up 
operations in India, in tandem with its 
expansion plans, which also target growth 
in the MENA region. The bank already 
has a strong presence in the region, in 
addition to a footprint that extends to 
France, Switzerland, the UK and the US.

Its plan to expand its Islamic banking 
operations in Malaysia could help the 
bank boost fl agging Shariah compliant 
business at its headquarters. In the six 
months to the 30th June this year, its net 
income from Islamic fi nancing contracts 
declined to AED137.64 million (US$37.47 
million) from AED160.46 million 
(US$43.69 million) a year earlier. 

However, with stiff  competition in 
the Islamic consumer banking space 
in Malaysia, the bank would do well 
to focus its Shariah compliant fi nance 
eff orts in the wholesale banking segment; 
and could help provide value-add to 
the country’s Islamic capital market 
transactions. According to data from 
Dealogic, the bank is the 13th top manager 
of Sukuk in the 12 months to the 5th 
September; managing six deals worth 
US$797 million.
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RATINGS
Positive prospects
MALAYSIA: MARC has affi  rmed UMW 
Holdings’ RM800 million (US$257.31 
million) Sukuk short- and long-term 
rating of ‘1ID/AAAID’, with a stable 
outlook.

The rating refl ects the company’s 
continual performance in its vehicle retail 
business.

Standing strong
MALAYSIA: RAM has assigned a 
long-term rating of ‘AAA’ to the senior 
notes under HSBC Amanah Malaysia’s 
proposed RM3 billion (US$961.62 
million) multi-currency Sukuk program.

The ratings agency also reaffi  rmed the 
bank’s long- and short-term fi nancial 
institution ratings at ‘AAA’ and ‘P1’, 
respectively.

The ratings refl ect the bank’s robust 
Islamic business and its strong standing 
in the local Islamic fi nance industry.

Stability questioned
MALAYSIA: RAM has placed its ratings 
of Malakoff  Corporation’s RM600 million 
(US$192.32 million) Islamic commercial 
papers/Islamic medium-term notes 
(IMTNs) and RM5.6 billion (US$1.8 
billion) IMTNs on rating watch with a 
negative outlook.

The rating refl ects the company’s 
weakening fi nancial profi le.

Strong performance
UAE: S&P has rated Emirates MENA 
Fixed Income Fund and Emirates Global 
Sukuk Fund with a ‘silver’ grading.

The ratings refl ect the strong 
performance of both funds.

of incentives for transactional costs, said 
Mohd Redza Shah Abdul Wahid, its 
president.

Mohd Redza, who is also CEO of Bank 
Muamalat Malaysia, added that the 
Islamic banking industry would welcome 
incentives such as tax exemptions for the 
Waqf (endowments) sector.

The federal budget will be presented on 
the 28th September 2012.

Early redemption
MALAYSIA: Tanjung Bin Power has 
made an early redemption of the notes 
outstanding from its RM5.57 billion 
(US$1.79 billion) Istisnah medium-term 
notes program due in 2018.

The redemption was paid from the 
proceeds of its RM4.5 billion (US$1.44 
billion) Sukuk Ijarah program issued in 
August this year.

New firm in town
SINGAPORE: Global law fi rm Maples 
and Calder announced the opening of its 
newest offi  ce on the 10th September 2012, 
providing full service and execution 
on Cayman Islands and British Virgin 
Islands advice across the fi rm’s core 
practice areas. 

The offi  ce will be managed by funds 
partner Nick Harrold, who is joined by 
corporate fi nance partner James Burch 
and private equity and corporate lawyer 
Tom Katsaros, who has rejoined the fi rm. 
Harrold and Burch will move from the 
fi rm’s Hong Kong offi  ce.

The fi rm’s core practice areas cover 
hedge and mutual funds, private equity, 
structured and asset fi nance, corporate 
law and trusts for high net worth 
individuals.

Promoting Islamic finance in 
India
INDIA: The Jeddah-based Indian Forum 
for Interest-Free Banking is seeking 
to meet Manmohan Singh, the prime 
minister of India, as it seeks amendments 
to the country’s banking laws to allow for 
the establishment of Islamic banks and 
fi nancial institutions in the country.

VK Abdul Aziz, the secretary of the 
forum, noted that Islamic fi nance has 
the potential to fund the country’s 
infrastructure needs.

Securities Commission 
Malaysia launches framework 
for retail investing in Sukuk 
and conventional bonds 
MALAYSIA: Securities Commission 
Malaysia launched the Malaysian retail 
bonds and Sukuk framework on the 7th 
September, aimed at providing retail 
investors with direct access to debt 
market instruments.

Under the framework, retail bonds and 
Sukuk can be issued and traded on 
Bursa Malaysia, the stock exchange, or 
over-the-counter through appointed 
banks. Pursuant to this, the Securities 
Commission has approved Bursa 
Malaysia’s rules and listing requirements 
for the retail debt instruments. 

In its introductory phase, investors will be 
allowed to invest in Sukuk and bonds sold 
or guaranteed by the Malaysian govern-
ment. Once past the initial phase, retail 
investors’ access to Sukuk and conven-
tional bonds will be expanded to include 
issuances from public listed companies 
and banks which are licensed under the 
Banking and Financial Institutions Act 
1989 or the Islamic Banking Act 1983. 
Authorities are expected to issue rules for 
this in January 2013.

The launch of the framework for retail 
investing in Sukuk and bonds has been 
met with positive response from the 
market. Maybank Investment Bank 
noted that the phased implementation of 
retail investing in debt instruments will 
augur well for investor education and 
acceptance; helping to pave the way for a 
more robust fi xed income market. 

It added that retail investors will add 
a new dimension of demand for debt 
off erings, injecting further breadth and 
depth into the capital market; allowing 
corporate issuers to access an untapped 
liquidity pool derived from retail 
investors’ sizeable share of the country’s 
savings.

GLOBAL
GCC debt sales surge
GLOBAL: Sukuk sales in the GCC rose 
almost twofold to US$6.73 billion in the 
fi rst half of 2012, from US$3.71 billion a 
year earlier, as Islamic and conventional 
bond sales in the region rose 53.89% year-
on-year to US$23.7 billion during the 

continued...

continued...

Have you joined 

our facebook page?



10© 12th September 2012

NEWS

period, according to the Kuwait Financial 
Center (Markaz).

Corporate sales constituted 85.8% of total 
debt off ered during the period, while 
sovereigns issued US$5.7 billion-worth of 
fi xed income notes, it said.

Expanding Islamic 
microfinance outreach
GLOBAL: Islamic microfi nance is 
a viable means to address poverty, 
although the sector remains at a nascent 
stage, according to KFH Research.

In a report, the research fi rm said that 
according to data from the Consultative 
Group to Assist the Poor, as at 2007 
the sector’s total estimated global 
outreach amounted to around 380,000 
customers; making up just 0.005% of total 
microfi nance outreach. 

KFH Research also att ributed the slow 
growth of the sector to the lack of 
the provision of Islamic microfi nance 
services, with the service mainly 
provided by specialized bodies such as 
non-government organizations instead of 
Islamic banks.

QFIB increases stake
GLOBAL: Qatar First Investment Bank 
(QFIB) has increased its shareholding in 
Lebanese snack manufacturer Al Rifai 
International Holding to 35%, 10 months 
aft er its initial purchase of a 15% stake in 
the company.

In a statement, Emad Mansour, CEO 
of QFIB noted that Al Rifai is expected 
to sustain its growth momentum; aft er 
recording a 63.2% year-on-year growth in 
the fi rst half of this year and registering a 
66% increase in export sales.

Sukuk demand still outstrips 
supply
GLOBAL: Ernst & Young has projected 
that demand for Sukuk will reach US$900 
billion by 2017, spurred by growth of 
the Islamic fi nance industry and the 
increasing need for Shariah compliant 
fi nancial instruments. 

According to Ashar Nazim, the head of 
the consultancy’s Islamic fi nance services 
advisory, current outstanding demand 
for Sukuk amounts to US$300 billion, 
while new Sukuk issuances are forecast 
to exceed US$100 billion this year. 

He also urged for further issuances of 
Sukuk to avoid a widening of the gap 
between supply and demand of Islamic 
bonds.

MIDDLE EAST
Uptrend in UAE home 
financing
UAE: Tamweel expects local home 
fi nancing transactions to exceed AED8 
billion (US$2.18 billion) by the end of this 
year, growing 30% higher than in 2011, 
aft er it saw mortgage applications rise 
26% year-on-year in the fi rst half of this 
year.

It also said that average prices of real 
estate in the emirates for which it has 
provided fi nancing rose between 10-15% 
during the period of January 2011 to June 
2012.

Increasing Islamic products
UAE: National Bank of Ras Al-Khaimah 
(RAKBank) is planning to launch Shariah 
compliant auto fi nancing, following 
its introduction of short-term vehicle 
fi nancing, said Lina Yahya, its head of 
auto loans.

The bank’s Shariah compliant off erings 
currently comprise a savings plans, a 
retirement plan and Takaful.

continued... MOVES
CITIGROUP
GLOBAL: Hulusi Horozoglu, a director 
of global Islamic banking and the head of 
Saudi Arabia and Oman at Citigroup, has 
resigned aft er a career of 12 years with 
the bank.
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Shariah compliant investment bank 
Gulf Finance House (GFH), whose 
unit GFH Capital is speculated to be 
in a takeover bid for UK side Leeds 
United Football Club, announced 
to the Bahrain and Dubai bourses 
on the 3rd September 2012 that it is 
currently exercising due diligence 
for the potential acquisition of 
asset management and real estate 
development companies. 

In addition to its assessment of various 
acquisition opportunities, GFH said 
that: “The bank is looking to enhance 
shareholder value and strengthen its 
balance sheet. To achieve this, we are 
looking to increase the stake in its group 
companies, subject to obtaining all 
relevant regulatory approvals.”

Apart from GFH Capital, GFH’s other 
associates include Khaleeji Commercial 
Bank, in which it owns 40%; Jordan’s 
Al Barakah Takaful; Balexco (Bahrain 
Aluminium Extrusion Company); and 
Cemena Holding company, a cement-
focused business in Bahrain. 

GFH also clarifi ed that GFH Capital, 
which successfully won a bid to acquire 
Turkey’s Adabank last year, is currently 
awaiting regulatory approval from the 
Turkish authorities for the acquisition. 
In relation to another GFH Capital 
venture, its fl agship Injazat Technology 
Fund, GFH said that the fi rm is in talks 
with potential partners to launch the 
Injazat Technology Fund 2, following 
the close of the fi rst fund. 

The investment bank’s merger and 
acquisition (M&A) plans follow its 

recent measures taken to restructure 
around US$210 million-worth of debt; 
as part of a wider eff ort to regain its 
footing in the aft ermath of the 2008/2009 
fi nancial crisis. In July this year, it 
announced the restructuring of US$100 
million outstanding from a syndicated 
Wakalah facility, aft er in May disclosing 
the restructuring of US$110 million 
outstanding from a US$200 million 
Sukuk sold in July 2007.

It has also striven to improve its 
fi nancials; reporting a profi t of US$4.74 
million in the second quarter of 2012, 
against a loss of US$11.26 million a year 
earlier, on the back of higher income and 
lower expenses.

With the bank having strengthened its 
balance sheet, its M&A plans appear 
to signal that it is ready to return to 
growth.  — EB

Gulf Finance House announces merger and acquisition plans

The M&A plans 
follow recent 

measures taken to 
restructure around 
US$210 million-
worth of debt

Indonesia’s central bank, Bank 
Indonesia (BI), the country’s fi nancial 
regulator, implemented stricter rules for 
conventional home and fi nancing on 
the 15th June this year. The new rules, 
designed to protect the asset quality of 
the country’s banks, require a minimum 
down payment of 30% of the loan value 
for mortgages and four-wheeled vehicle 
fi nancing, 25% for motorcycles and 20% 
for commercial vehicles. 

Industry experts have praised BI’s 
move; stating that the stricter fi nancing 
requirements will help protect the 
country’s fi nancial system and its 
continued growth against potential 
negative shocks. Another reason cited 
was the concern that fi nancing to 
individuals who are unable to make 
repayments could create property 
bubbles that could eventually lead to a 
domestic banking crisis.

The central bank also announced that 
it is currently developing similar rules 
for the country’s Shariah compliant 
banks as it seeks to even out the playing 

fi eld between Islamic and conventional 
banks. According to a report by Fitch, 
banks could look to promoting Shariah 
compliant fi nancing as an alternative to 
the stricter rules faced by conventional 
banks. Hence, the central bank’s rules 
covering Islamic banks will likely come 
into eff ect next year.

In a response to Islamic Finance news, 
Farouk Alwyni, an IFN Correspondent 

and the president director of Alwyni 
International Capital, noted that the 
planned rules will not have as great an 
impact on the state of Indonesia’s Islamic 
fi nancing as a whole.

“Islamic fi nance in general and the 
Islamic banking sector in particular, 
has been on the rise in Indonesia. The 
industry recorded the highest ever 
growth in 2011, reaching 49.2%, far 
exceeding the average growth of global 
Islamic banking of around 15-20%,” he 
said.

He added that the new rules are not 
expected to impact the overall growth 
of the country’s Islamic fi nance industry, 
especially as consumers continue to 
clamor for Shariah compliant products in 
line with their religious beliefs. 

Nonetheless, he also noted that the 
industry in Indonesia should grow on the 
basis of more productive fi nancing. “There 
are many ways to grow Islamic fi nance 
without relying on a specifi c consumer 
fi nancing policy,” he said.  — LR

Stricter financing rules on the horizon for Indonesia’s Islamic 
banks

The new 
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The recent Islamic Finance news 
Roadshows in Sri Lanka and 
Pakistan, two major up-and-coming 
markets, yielded positive responses 
from regulators, market players and 
participants alike. The two jurisdictions, 
despite teeming with potential, have 
nevertheless experienced some major 
roadblocks in their bid to catapult their 
respective Islamic fi nance markets into 
greater growth territory; mainly due to 
insuffi  cient regulations and infrastructure 
supporting the growth of their Islamic 
capital markets. 

Speaking at the IFN Pakistan Roadshow, 
the deputy governor of the State Bank 
of Pakistan (SBP), Kazi Abdul Muktadir, 
revealed that the central bank was in the 
process of developing a fi ve-year strategic 
plan for its Islamic banking industry from 
2013 onwards. He added that the SBP 
was also developing a comprehensive 
framework to strengthen Shariah 
governance for Islamic banking institutions 

in the country (see cover story: ‘Asian 
lion: Islamic fi nance roars in Pakistan’). 
Microfi nance was also highlighted as a 
high growth potential area in the Pakistani 
Islamic banking industry. 

In Sri Lanka, the IFN Roadshow exceeded 
its initial expectations, att racting over 
250 participants. The event, which was 
supported by the Central Bank of Sri 
Lanka, spurred breakthrough discussions 
on the challenges behind growing the 
Sri Lankan Islamic banking and fi nance 
industry, and the regulatory requirements 
needed to create a substantial shift  
towards growth. In terms of regulations, 
the government believes that the current 
provisions are suffi  cient, and that it should 
now take a lead from the industry in terms 
of the issues that need to be addressed and 
changes that need to be made to further 
stimulate growth. Ajith Nivard Cabraal, the 
governor of the central bank, also believes 
that it is crucial for the industry to work 
together to develop, instead of competing 

with each other. 

Product innovation and consumer 
education were also highlights at the 
roadshow, with the governor stressing the 
need for more Shariah compliant products 
— whether adapted from conventional 
products or created from scratch. He said 
that the market should not be afraid to 
develop and adapt conventional products 
to speed the process along as long as 
they are Halal and accepted by Shariah 
scholars and clients alike. Education is 
also imperative in creating critical mass 
on the retail banking side, with banks 
currently confi ned to the country’s 8% 
Muslim population and unable to reach a 
wider consumer market due to insuffi  cient 
exposure and education on Islamic 
banking products. Malaysia and the 
UAE were cited as examples of domestic 
markets with international appeal, whose 
lead should be followed closely.  — NH

Breakthrough topics discussed at IFN Roadshows

US

By Saeid Hamedanchi, IFN Correspondent

A revised second quarter economic 
growth rate from the preliminary 
estimated value of 1.5-1.7% refl ects 
slightly stronger consumer spending and 
greater exports. We expect consumers 
to spend a litt le more generously, 
encouraged by lower gas prices and 
a sharp fall in commodity prices, but 
corporate investment isn’t likely to 
improve from its recent slow rate as 
they await the outcome of November’s 
presidential election in the US. 
Irrespective of election results, the 
economy will pick up steam in 2013 as a 
great deal of uncertainty and concern will 
be removed. 

An improvement will be seen in job 
creation especially in the services and 
construction sector as construction shows 
signs of life, but not fast enough to build 
momentum to keep up with population 
growth.  

We expect the unemployment rate to 
stay around 8% till year-end and it might 
increase briefl y in the months ahead as 
a discouraged workforce rejoins the job 
hunt. Economists generally believe that to 

achieve continuous improvement of the 
job market, the economy’s growth rate is 
required to fall in the healthy 2-2.5% range. 

Interest rates will stay low and may fall 
as a majority of the Federal Reserve (Fed) 
policymakers support action to push down 
long-term interest rates. An injection by 
the Fed would make 2013 a good time to 
borrow for business expansion, which has 
not been done previously because of slow 
economic growth. Rates for 30-year home 
mortgages are expected to remain below 
4% in 2013; however increased demand for 
mortgages will push up rates until start of 
2014. 

An upswing in construction and sales 
will add to economic growth because of 
growing confi dence that prices have fi nally 
bott omed out, and will att ract more buyers 
into the market. Limited current supply 
will further push prices slightly above 
year-end 2011 levels in some parts of the 
country. China’s GDP growth has slowed 
to 7.6% in the second quarter compared 
to 8.1% in the fi rst quarter because of 
slowing exports and private consumption. 
However the new supportive fi scal and 
economic policies are expected to force 
the economy to gain momentum during 
the remainder of this year. Infl ation has 

declined to 1.8% in fi rst half but is expected 
to rise 3% by year-end. However, this 
would still be within the government’s 4% 
tolerance level, providing a cushion for 
further policy support. 

In China there are reports of factory 
workers leaving and returning to their 
home provinces for the fi rst time since the 
fi nancial crisis. China’s export sector is 
suff ering from weak demand from Europe, 
which is the largest export market for 
Chinese industry. 

Europe is in a deeper recession than 
expected because of both economic and 
political reasons. Fears of a Greek exit, 
which would put the sovereign credit 
ratings of all euro members on negative 
ratings from Fitch, combined with higher 
risk premiums for Italian and Spanish 10-
year bonds, has led to a capital drain from 
Europe leaving its unemployment rate 
forecast to average 10.3% in 2012 and 2013. 

The European Commission’s spring 
forecast confi rmed its prediction of zero 
growth in 2012 and 1.3% next year.

Saeid Hamedanchi is the founder and CEO of 
ShariahShares. He can be contacted at saeid@
shariahshares.com.

The global economic outlook  
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HONG KONG

By Anthony Chan, IFN Correspondent

In the aft ermath of the fi nancial recession, 
many markets are looking towards 
Islamic fi nance as the key to avoiding 
economic meltdown and hedging less 
stable investments in struggling markets. 
It’s easy to see why many are looking for 
new forms of investment when many 
European countries – Greece and Spain to 
name a few – are struggling to stay afl oat.

Hong Kong has recognized the potential 
benefi cial fi nancial impact that Islamic  
banking and fi nance can bring to the 
economy, and the eff orts to encourage 
such Islamic investment can be seen as the 
city’s infrastructure off ers more Shariah 
compliant options. Hong Leong Bank 
(HLB) was one of the fi rst banks to off er 
Islamic banking services that adhered 
to Shariah compliance. As a result of 
embracing Islamic banking, the banks 
recently announced (June 2012) a growth 
of 289% from RM16.1 million (US$5.1 
million) in the third quarter of the previous 
year to RM62.6 million (US$20 million) 
in the corresponding quarter of this year. 
The future outlook for the Islamic banking 
industry continues to be favorable with a 
projected growth rate between 4-5%.

The Hong Kong government also 
continues to consider promoting the 
development of the Sukuk market in Hong 
Kong through the proposed amendments 
to the Inland Revenue Ordinance (Cap 
112) and the Stamp Duty Ordinance (Cap 
117). The amendments would provide the 
necessary changes to profi ts tax, property 
tax and stamp duty liabilities to support 
the development of Islamic fi nancing 
and level the playing fi eld with their 
conventional counterparts.

Although Shariah compliant banking 
and fi nance are at the forefront, one can 
also see more subtle ways in which Hong 
Kong is encouraging Islamic investment. 
One subtle way in which the special 
administrative region is encouraging 
Islamic investment is through the number 
of Halal restaurants and grocery stores. 
Halal certifying agencies have seen a spike 
in the number of requests for certifying 
Halal compliance, and as a result are also 
reaping the rewards of Islamic investment 
by making millions of dollars in the 
certifi cation process alone. By off ering 

Halal food options in greater quantity and 
variety than most other markets, Hong 
Kong is subtly courting Muslim investors. 
Another manner in which Islamic 
fi nancing can be introduced is through 
Hong Kong’s only Shariah compliant credit 
union, Amwal Credit Union, which hopes 
to build itself into a platform for Islamic 
investors as well as project proponents 
with suitable projects requiring Islamic 
fi nancing.

Although Islamic bank assets continue to 
grow at an average rate of twice as fast 
as conventional banks’ assets in major 
Muslim markets, Shariah compliant 
fi nancing is also met with some hesitance 
and criticism. The primary concern 
against Shariah compliant fi nancing is 
that some view Sukuk investments as 
discriminatory.

Despite this, it appears that Hong Kong 
has recognized that the potential rewards 
of access to Shariah compliant assets, 
now valued at least at US$500 billion in 
assets globally, outweigh the risks, and as 
such has begun to take signifi cant steps 
to encourage Islamic investment. If Hong 
Kong wishes to become the next center 
for Islamic investment it must continue 
to provide the necessary and favorable 
infrastructure for Shariah compliance 
as other markets, such as Singapore and 
South Korea, are also competing for these 
assets.

Anthony Chan is a partner at Brandt Chan 
& Partners in association with SNR Denton, 
Hong Kong. He can be contacted at anthony.
chan@snrdenton.com. 
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Syarikat Prasarana Negara, a 
government-owned company set up 
to facilitate, undertake and expedite 
public infrastructure projects and public 
transport provider, issued RM2 billion 
(US$644.85 million)-worth of Sukuk 
Murabahah on the 6th September 2012. 

The company opened books for the 
government-guaranteed off ering in 
the week prior to its issuance, in an 
accelerated seven-hour bookbuilding 
period that received orders amounting to 
RM3.6 billion (US$1.16 billion).

Structure and pricing
The issuance comprised a 10-year and 
a 15-year tranche worth RM1 billion 
(US$322.39 million) each. The 10-year 
tranche off ers a profi t rate of 3.77% while 

the 15-year tranche will pay a profi t rate 
of 4%.

Initial orders for the 10-year tranche 
reached RM1.6 billion (US$515.76 
million), while the 15-year tranche was 
oversubscribed two times.

“The Sukuk was priced at the mid-
range of the fi nal price guidance, which 
demonstrates strong investor appetite 
and ample liquidity in the market for 
high-grade papers, refl ected primarily by 
the strength of the government guarantee 
in the Sukuk,” said Prasarana. 

Utilization of proceeds
Prasarana will use proceeds from the 10-
year tranche for the early redemption of 
its redeemable RM1 billion government-
guaranteed notes, while its 15-year 
tranche will be utilized mainly for 
Shariah compliant capital expenditure 
purposes.

Investors
According to Prasarana, investors 
participating in the off ering included 
government agencies, fi nancial 
institutions, fund managers, insurance 
fi rms and corporate accounts.  — EB 

Syarikat Prasarana Negara’s US$644.85 million 
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The Kuwait Stock Exchange (KSE) 
commenced trading in 1952 with 
the establishment of the National 
Bank of Kuwait and remains one of 
the most att ractive exchanges in the 
GCC in terms of volume of trading. 
The KSE is the only national stock 
exchange in Kuwait. It operates as a 
cash sett lement market and consists of 
both an offi  cial market and a smaller 
parallel market.

Each market has its own listing 
requirements, with smaller companies 
that do not qualify for listing on the 
offi  cial market of the KSE able to list on 
the parallel market, where the listing 
requirements are less stringent than 
those of the Offi  cial Market. The KSE is 
regulated by the Kuwait Capital Markets 
Authority (CMA). 

In general, the Kuwait securities market 
is governed by the Kuwait Capital 
Markets Law (Law No. 7 of 2010) (CML) 
and the bylaws thereto (CML bylaws, 
together with the CML Rules) and 
various pre-existing rules and decisions 
issued by the market committ ee and the 
KSE, which have not been amended or 
cancelled by the CMA. 

The CML Rules comprise the main 
legislative framework governing the 
KSE. The current listing rules for both the 
offi  cial market and the parallel market 
are prescribed under CMA Decision No. 
3 of 2011 (Listing Rules).

Under the CML Rules, dealing in 
securities listed on the KSE has been 
confi ned to the shares of Kuwait Joint 
Stock Companies which are in the form 
of public companies (i.e., companies 
established by an Amiri decree who 
off ered their incorporation shares for 
public subscription); the shares of 
Kuwait closed joint stock companies (i.e. 
companies incorporated privately, whose 
shares can only be off ered a private 
placement); the shares of non-Kuwaiti 
joint stock companies; debentures 
accepted for dealing by the CMA; and 
any other Kuwaiti or non-Kuwaiti 

securities to be dealt as licensed by the 
CMA.

The CML Rules and the Listing Rules 
specify the rules and provisions 
regulating the registration and 
acceptance of securities. At the moment, 
no derivatives are traded in the Kuwaiti 
securities markets. The types of securities 
(including options and forwards) that 
are currently listed on the KSE include: 
equity securities, such as ordinary 
shares; and funds. Certifi cates (such as 
depository receipts), warrants, structured 
products, bonds, indices and indexes 
are not at present traded on the KSE, but 
may however be traded with the prior 
approval of the CMA.

Despite the fact that both Islamic and 
Shariah compliant shares are leading 
the market and made an average of 82% 
of the leading liquid shares on the KSE 
according to the OMRII index, Kuwaiti 
laws are addressing the conventional 
market in essence with the exception of a 
few rules by the CMA, the Central Bank 
of Kuwait and the ministry of commerce 
and industry which require each Islamic 
and Shariah compliant company to 
keep a Shariah supervisory board to 
be appointed by its shareholders and 
reporting directly to the shareholders 
assembly. 

In addition, each Islamic and Shariah 
compliant company must keep an 

internal Shariah controller that interacts 
daily with all other departments and 
the board of directors to ensure that all 
business transactions to be made by the 
company are in compliance with the 
Islamic Shariah. The internal Shariah 
controller liaises directly with the Shariah 
supervisory board. 

Listing Rules
Any Kuwaiti joint stock company 
(either Islamic, Shariah compliant, or 
conventional) that wishes to list its stock 
in the KSE (the ‘company’ or ‘issuer’) 
will need to follow the Listing Rules. The 
Listing Rules detail certain prerequisites 
to be eligible to submit an application to 
list its stock on the KSE.

A joint stock company that is listed 
on the KSE can be either a ‘public’ or 
‘closed’ company. In this regard, a 
‘public’ company in Kuwait refers to 
companies established by an Amiri 
decree which applies only to those 
joint stock companies that off er their 
incorporation shares to the public (‘joint 
stock company’ or a ‘KSC’). 

A ‘closed’ joint stock company refers 
to those companies that have been 
established privately under the ministry 
of commerce and industry regulations, 
without an Aimiri decree, and their 
shares can only be off ered through a 
private placement (‘closed joint stock 
company’ or ‘KSCC’). Upon listing, 
closed joint stock companies are referred 
to as ‘closed’ even though their shares are 
traded on the KSE. 

For a joint stock company (KSC), the 
main pre-requisite is that the company 
must fi le its application in the second 
fi nancial year of the company. 

For a closed joint stock company (KSCC), 
there are several other prerequisites 
before it can fi le an application to be 
listed which include, among others, the 
following main requirements: 

Listing Islamic shares and ensuring continuous 
Shariah compliance in Kuwait  
Similar to other jurisdictions in the Middle East, only a few rules are so far implemented in Kuwait to regulate the 
listing of Islamic and Shariah compliant banks and companies. HOSSAM ABDULLAH analyzes.
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(1) The company must have at least 
KWD10 million (US$35 million) of 
issued and paid up capital and its 
shareholder rights to capital in the 
last two fi nancial years should be at 
least 115% of the amount of the paid-
up capital as evidenced by the latest 
audited annual fi nancial statements;

 
(2) The company must have had a net 

profi t in the past two years and the 
net profi t of any of these years should 
have been greater than or equal to 
7.5% of the paid capital;

(3) Seventy fi ve percent or more of the 
capital of the company is used in 
respect of the company’s activities as 
defi ned in its articles of association;

(4) A period of at least three completed 
fi nancial years must have passed 
since the date of incorporation of the 
company; and

(5) Senior management must have the 
necessary knowledge and experience 
in company’s area of activity.

A closed joint stock company must meet 
the following ongoing requirements:

1) Twenty fi ve percent of the 
company’s capital owned by its 
main shareholders should be held or 
retained by a clearing agency for a 
period of two years from the listing 
date. 

2) Aft er registration on the offi  cial 
exchange:

a) the number of shareholders will 
not fall below 200; and

b) the ownership of non-founding 
shareholders will not be less than 
30% of the category of shares 
subject of the request for listing.

The company must pay a listing 
application fee of KWD10,000 (US$35, 
487) plus an annual subscription fee 
of 0.05% of the paid-up capital of 
the company [up to a maximum of 
KWD50,000 (US$177,437)].

The CMA may require further 
information or specify that further 
criteria will apply, depending on the 
individual circumstances of the company. 
For example, if a company’s real estate 

assets represent 15% or more of its assets, 
a recent evaluation by a CMA registered 
evaluator of the real estate assets must 
be submitt ed together with its listing 
application. 

If an application is submitt ed by a closed 
joint stock company that was converted 
from a limited liability company, a period 
of three years must have elapsed from 
the date of the conversion.     

Continuing obligations 
and disclosure of material 
information
Once the issuer’s shares are listed on the 
offi  cial market or the parallel market, 
the issuer must comply with various 
continuing obligations under the recent 
CMA instructions regarding “disclosure 
of the material information and 
mechanism of announcement” thereof 
No. 2 of 2012 (disclosure instructions)’.

The disclosure instructions provide 
that an issuer shall, on a timely basis, 
disclose material information that 
concerns it, which includes, among 
others: the initiation to enter into a 
joint venture, merger or acquisitions 
deals; the execution or termination of a 
signifi cant contract; the sale of purchase 
of a signifi cant asset; the listing of the 
issuer’s securities on another stock 
exchange or foreign market; the launch 
of a new product (commodity, service) 
that leads to a noticeably improved 
turnover; any signifi cant change in 
the issuer’s production environment 
or activity that leads to noticeable 
improved or declining turnover; any 
change in the applicable accounting 
policies along with a clarifi cation of 
the reasons for changes and impact 

thereof on the fi nancial statements; any 
change in the composition of issuer’s 
board of directors, top and executive 
management, Shariah supervisory board 
or external auditors along with the 
reasons for such change; any signifi cant 
changes to the issuer’s short or long-term 
obligations; any signifi cant change in 
the capital investment plan that leads 
to noticeably improved or declining 
turnover such as plant construction, 
equipment increase, production lines 
increase and target markets; any 
signifi cant change in equity including 
capital structure; any delay in fulfi llment 
of debts, obligations or interest; any 
lawsuit that may aff ect the general course 
of the issuer’s business and activity, 
fi nancial position, legal form or any 
developments thereto, or any lawsuit or 
court verdict relating to a board member 
or top and executive management 
member that has a signifi cant eff ect on 
the issuer; any dispute or a disagreement 
with other parties such as clients, 
suppliers, sub-contractors, laborers and 
employees that may aff ect the general 
course of the issuer’s business; any credit 
rating of the issuer and any change 
thereof; any change or amendment to 
the issuer’s objectives and activities; 
or announcement of issue liquidations 
or any of its subsidiaries or affi  liates; 
any change in the ownership of the 
issuer’s shares giving a result to changes 
in control over it by entry of major 
shareholders holding 5% or more of the 
capital. 

Disclosure related to rumors 
or speculation
The disclosure instructions also provide 
guidance on when disclosures should be 
made as a result of rumors or speculation. 
In case of speculation, news or informa-
tion in the public domain about the issuer 
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by way of any media reports or rumors, 
or information prevailing among inves-
tors which is likely to have an impact on 
the price of issuer securities or in connec-
tion with decisions of investment dealers, 
the issuer must comment upon, clarify, 
confi rm or deny immediately within a 
specifi ed time, regardless of its veracity. 

If the issuer fails to comment on 
speculations, news, information, or 
rumors, the CMA will request feedback 
in this regard. If the CMA notices 
unusual trading activity on the issuer’s 
securities with regard to the price of the 
securities or trading volume which may 
be att ributable to the speculations, news, 
information, or rumors for which the 
issuer has not provided its comments, 
the CMA may impose a temporary 
suspension on trading of the issuer 
securities and take the measures it deems 
appropriate in accordance with the law 
and the regulations.

Conclusion
Similar to most other jurisdictions in the 
Middle East, only a few rules are so far 
implemented in Kuwait that regulate the 
listing of Islamic and Shariah compliant 
banks and companies. The existing 
rules address mainly the requirement of 
having a Shariah supervisory board and 
an internal Shariah controller. Shariah 
supervisory boards currently focus 
mainly on ensuring Shariah compliance 

at the time of the contract or the 
transaction. 

Shariah investors are looking to expand 
the listing rules to ensure continuous 
Shariah compliance and require 
disclosure of violations of Shariah rules 
not only on existing transactions but also 
on trading activities over the shares of 
the Shariah issuer by the shareholders 
(e.g., harmful speculation trading) and 
on the shareholders’ relationships (e.g., 
minority shareholder protection under 
Shariah rules). 

Given the current legislative climate, 
these calls by Islamic investors require 
legislative changes. However, regulators 
in the Middle East do not seem to be 
keen to consider these changes in the 
near future, and the calls by genuine 
Shariah investors remain un-answered.

Hossam Abdullah is the corporate, banking 
& fi nance partner at Al Ruwayeh & Partners 
(Kuwait). He can be contacted at hossam@
asarlegal.com. 
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Business opportunity
There is growing demand from 
investors domiciled in the GCC region 
for investment portfolios that include 
Shariah compliant instruments relating 
to project and infrastructure investments. 
GCC governments are pouring billions of 
dollars into airports, roads, ports, power 
facilities and other projects which help to 
att ract capital and make their economy 
competitive. The preferred model is 
through a public/private partnership 
(PPP). Given the region’s rapidly 
growing population and economic 
growth, GCC countries cannot aff ord to 
put off  investment in their infrastructure. 
Governments, bank and other private 
stakeholders must collaborate to 
prioritize sector investment and provide 
or att ract fi nancing to enable project and 
infrastructure development to continue. 

PPPs are poised to play a key role in 
underpinning the success of the next 
wave of infrastructure development 
expected in the GCC, according to a new 
study by Markab Advisory which was 
sponsored by the Qatar Financial Center 
Authority and the ministry of business 
and trade, Qatar.

The GCC plans to invest some US$1.5-2 
trillion in infrastructure projects alone 
over the next 10 years, with additional 
spending on the development of new 
economic clusters in sectors such 
as tourism, science and technology, 
healthcare and education.

In Qatar, for example, there are plans 
to spend some US$200 billion on 
infrastructure development to realize 
the National Vision 2030 development 
plan, with the FIFA World Cup 2022 
expected to act as a catalyst to accelerate 
much of this.

Many potential investors seek Shariah 
compliant investments, which, among 
other things, require the fund to comply 
with certain tenets of Shariah law. 

I. Investment restrictions
Shariah principles prohibit the following 
types of activities:

Riba
The payment or receipt of interest is 
considered usury, and therefore unjust. 
Funds cannot pay a fi xed or guaranteed 
return on capital. Instead of borrowing 
and lending, Islamic fi nance relies on 
sharing the ownership of underlying 
assets and all risk and profi t/loss 
associated therewith.

Maysir
Islam forbids gambling in any 
form. Consequentially, with certain 
exceptions, derivatives, forwards, 
options and futures are prohibited. 

Equal treatment
One of the fundamental principles of 
Shariah is that any loss by the fund be 
borne by the investors proportionally 
to their invested capital regardless of 
whether the investors hold diff erent 
classes of shares in the fund. In addition, 
the common practice of negotiating 
side lett ers with investors in funds 
needs to be reviewed from a Shariah 
law perspective to assure that necessary 
investor equality is preserved.

II. Structure
Shariah law imposes certain 
requirements which, along with local 
tax and other legal requirements, dictate 
a fund’s structure. 

Shariah prohibits the issuance of 
preference shares, which limits one’s 
ability to use a corporation for the fund 
vehicle when establishing a hedge fund 
(since most hedge funds needs to issue 
diff erent classes of shares in order to 
refl ect the interests of management and 
special deals entered into with particular 
investors). Shariah also prohibits the 
payment of interest, which means that 
fund managers must give additional 
thought to the structuring of carried 

interest and performance fees. However, 
it is possible to have a properly Shariah 
compliant infrastructure fund structured 
as a Mudarabah in which profi ts are 
not shared proportionally to invested 
capital, but rather pursuant to the 
agreement of the parties, and fund 
managers may earn a management fee 
similar to a form of carried interest. 
A Mudarabah is a kind of limited 
partnership arrangement whereby 
one partner provides capital to the 
partnership, while the other partner 
manages the capital in consideration for 
a percentage of generated profi t. Under 
such structure, those payments are not 
tied to capital invested by the fund 
manager (a common method employed 
for tax purposes in the US and other 
jurisdictions).

Advisory board
The Shariah advisory board for a 
Shariah compliant fund may take 
diff erent forms. The fund may have 
its own advisor or use the advisor of 
its fund manager, general partner or 
sponsor. Additionally, we have seen 
the Shariah board range from a single 
scholar to a group as large as fi ve 
scholars, who collectively decide matt ers 
and may vary in their views.

The Shariah board’s role varies 

Shariah compliant project and infrastructure 
financing funds  
GEOFFREY DAVIS, KHALID AL-THEBITY and JOHN VOGEL discuss both business opportunities and technical 
restrictions applicable to establishing and successfully marketing a Shariah compliant project or infrastructure 
fund, based on the thesis that prudent business objectives can be att ained through careful structuring of Shariah 
compliant off erings.
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from fund to fund and can range 
from initial issuance of a Fatwa and 
simple oversight, to involvement in 
management and operations. However, 
the fundamental role of the Shariah 
board is to be an independent regulator 
initially to approve the fund’s structure 
and governing documents and to ensure 
that the fund is conducting its activities 
in a Shariah compliant manner.

The level of Shariah board protection 
expected by investors varies by market 
and specifi c investors’ needs, with the 
UAE/Dubai market being somewhat 
more liberal and the Saudi market 
being more conservative. Therefore a 
careful due diligence and undertaking 
of investor expectations is necessary to 
avoid unnecessary costs and optimize 
the board structure and marketability of 
the fund.

Income purifi cation
If it is determined that a percentage of 
a portfolio project’s income is acquired 
from non-Shariah compliant sources, 
this revenue must be removed from 
the profi ts of the Shariah compliant 
fund and a percentage of the income 
must be donated to a charity, under 
the supervision of the Shariah board, 
through a process known as ‘income 
purifi cation’. 

Debt restrictions
If an investment fund intends to use 
leverage as part of its investment 
strategy, it must consider whether 
Shariah compliant fi nancing is available, 
given the nature and geographic 
location of the fund’s investments.  

Although projects generally may be 
acquired utilizing existing debt up to 
33%, the debt must typically be reduced 
to acceptable levels (20% of invested 
capital) within two or three years aft er 
the initial investment. 

Conclusion
In many ways, Shariah project and 
infrastructure funds are similar to 
socially responsible funds in the West, 
with other intangible benefi ts. Some 
of the restrictions imposed by Shariah 
law not only provide ethical/religious 
satisfaction, but also help to mitigate 
risk. In particular, prohibitions on 
gambling and excessive leverage help 
to ensure the safety and stability of 

investments, and the oversight of a 
Shariah board helps to assure that 
proper governance is in place. The 

extra eff ort and cultural and religious 
sensitivity is necessary to establish 
and operate such funds provide an 
opportunity not only to invest in 
infrastructure and other projects 
essential to development, but also 
to earn trust and develop long-term 
relationships in the GCC region which 
over time will prove rewarding and well 
worth the eff ort.

Geoff rey Davis, Khalid Al-Thebity and 
John Vogel are partners at law fi rm Patt on 
Boggs. They can be contacted at GDavis@
Patt onBoggs.com, KThebity@Patt onBoggs.
com and JVogel@Patt onBoggs.com, 
respectively.
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Buying a property is one of the biggest 
transactions a person will make during 
their life and, therefore, unless they 
are particularly wealthy, there is a high 
likelihood that some form of fi nance 
will be required to enable them to 
complete the purchase. In a western 
society, property fi nance traditionally 
involves interest-based lending, where 
the borrower ends up paying back 
considerably more than they borrowed, 
over an agreed period of time.

For the followers of Islam, however, 
this form of lending will go against 
their faith, because the theological basis 
for Islamic fi nance stems partly from 
the traditional prohibition of usury or 
interest. 

Thankfully, Islamic fi nance products 
have been structured so as to avoid the 
payment of interest. In the UK, these 
fi nancial products have been developed 
so that they fall within the regulatory and 
legal framework of England and Wales. 
They are also available to both Muslims 
and non-Muslims.

How does Islamic property fi nance 
diff er from conventional property 
fi nance? 
Under the principles of Islamic 
fi nance, a property purchase can be 
carried out in three possible ways — 
Ijarah, diminishing Musharakah and 
Murabahah. The payments might be 
the same for all three processes as well 
as for the standard western practice of 
payment of interest used commonly for 
mortgages. 

However, where it diff ers is that the rate 
of return is based on the asset transaction 
rather than interest on money loaned. 
So, the diff erence lies in the approach 
and not necessarily in the fi nancial 
impact. Some might consider this to be 
nothing more than a play on words but 
to Muslims there is an inherent diff erence 
in the way the transaction is carried out, 
all based upon the previously mentioned 
prohibition of Riba. The intention is to 
avoid injustice and unfair enrichment at 
the expense of another party.

What are the issues facing Muslims 
when purchasing a property and how 
can these be addressed?
Buying a property can be a complex 
process for anyone, regardless of their 
faith, but for Muslims wishing to remain 
Shariah compliant, it can present some 
additional challenges which must be 
taken into consideration.

Firstly, there is the cost of mortgage 
payments. While Islamic fi nance 
products are available in the UK, 
these are somewhat limited in number 
compared to those in predominantly 
Islamic countries. As a result, there is 
something of a monopoly of the market 
by the two big banks. These banks’ 
pricing, when compared to conventional 
mortgage products, means that Islamic 
fi nance customers tend to end up paying 
more on the initial costs and monthly 
payments on their mortgage. The only 
real solution is here for more banks to 
off er Islamic fi nance products but, until 
then, Muslim property purchasers are left  
with the option of paying higher prices 
for Shariah compliant products or paying 
less for a non-compliant product, which 
would of course raise certain moral 
issues for many.

Time is another issue. The timescale for 
Islamic fi nance when purchasing tends 
to be much longer than for conventional 
products. This is because the lenders use 
their own panel of solicitors to check 
the title documentation in addition to 
the customer’s own solicitor. Additional 
documentation is also required in 
relation to Islamic fi nance, which can 
further slow down the process. These 
delays could be avoided by removing 
the need for additional solicitors and 
documentation, in keeping with more 
conventional mortgage products.

Refi nancing a mortgage — where an 
existing loan is paid off  and replaced 
with another one — is an option many 
people choose when they want to raise 
money from their property for whatever 
reason. However, this process is 
unfortunately more costly and expensive 
for Islamic fi nance customers than it 
would be for those with conventional 

mortgages. The reason for this is that 
Islamic fi nance customers are required 
to carry out all the searches on their 
property again, as well as paying the 
land registry fee for the freehold and 
leasehold transfer. The obvious solution 
here is for Islamic re-mortgages to be 
tailored more towards the conventional 
re-mortgage. 

At present, there is no Islamic buildings 
insurance or life insurance available 
which is consistent with those wishing 
to take a Shariah compliant mortgage. 
With lenders insisting that purchasers 
have buildings insurance in place on 
the property they wish to buy before a 
mortgage can be approved, this leaves 
buyers with no choice but to take out a 
conventional insurance policy. Again, 
these are matt ers which could be 
addressed by expanding the range of 
Islamic fi nance products and services 
currently on the market. 

If in doubt, it is always best to seek 
advice from an Islamic fi nance expert to 
ensure you are fully aware of the options 
available to you. 

What are the future challenges?
There is no doubt that Islamic fi nance is 
perceived to be at the beginning of its life 
cycle. This means that there is still much 
scope for improvement in both range and 
sophistication, but at the same time there 
is a big need for regulation for future 
development. 

The banks have a signifi cant role to 
play and should be mindful and aim 
to achieve a product that does not put 
the customer at an unfair advantage to 
a conventional product cost wise and 
timescale.

Certainly, more banks off ering a greater 
range of products aimed at Islamic 
fi nance purchasers would mean that the 
process could be completed in a shorter 
space of time and at a considerably lower 
cost. 

Bina Salam is a solicitor at Palmers Solicitors 
based in the Basildon branch. She can be 
contacted at BSalam@palmerslaw.co.uk.

The challenges facing Islamic property finance 
purchasers  
BINA SALAM looks at the issues facing those wishing to remain Shariah compliant when purchasing property.
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The international context, the 
succession of fi nancial crises, is 
promoting the development of the 
Islamic fi nance industry and is raising 
major interest to its business model. 
However, sustainable growth cannot be 
based on temporal events but should 
be the result of a good strategy. Here we 
examine fi ve strategic issues for Islamic 
fi nance that are the key determinants.

International growth
Last year the Islamic fi nance industry 
saw an average annual growth rate of 
around 15% as the industry expanded 
into new countries beyond its core 
markets in the Middle East and Malaysia. 
According to some media reports, global 
Islamic fi nancial assets hit US$1.3 trillion 
in 2011, a 150% increase over fi ve years, 
and may climb to US$1.6 trillion in 2012. 

Global Takaful contributions may reach 
US$11.2 billion in 2012, as reported by 
the Dubai International Financial Center 
Authority studies, and are expected to 
quadruple over the next 10 years. 

The dynamic development of the Islamic 
fi nance industry has spawned a growing 
number of Islamic institutions in over 
75 countries, thus contributing to the 
establishment of over 600 Islamic banks 
and 90 Takaful companies. 

New geographic market niches are in 
perspective, especially in Europe and 
Africa. The debt crisis in Europe has 
encouraged many governments either 
to consider Islamic fi nance, as with 
France and Belgium, or to expand it as in 
Germany. 

Secondly, the Arab Spring has spurred 
the promotion of Islamic fi nance in North 
Africa and other states like Senegal and 
Nigeria have expressed through their 
interest in strengthening Islamic fi nance. 

The Sukuk market will boost the 
development of Islamic fi nance across 
the world. Issuances of Sukuk in 2011 
reached a record of US$84.5 billion, 
almost double the amount issued in 2007 

according to Standard & Poor’s, and the 
trend is expected to be similar in 2012. 
Sukuk remain primarily intended for 
local investors and are issued in local 
currencies. Issuers will be invited to issue 
Sukuk in multiple currencies to get more 
exposure in the international capital 
markets. For the fi rst time, Iran and 
Yemen issued Sukuk in 2011. 

African countries that have large 
fi nancing needs could also become 
major issuers. Furthermore, the Islamic 
Development Bank (IDB) with a stable 
‘AAA’ rating and of which many African 
countries are members, would support 
the emission of Sukuk.

Regulation and 
standardization
Despite its fast-growing business, Islamic 
fi nance still needs to develop many 
rules and Shariah compliant standards 
for bett er regulation and control of its 
fi nancial institutions and their services. 

Besides the IDB, which plays a key role in 
the development of common standards 
and procedures, other international 
institutions like AAOIFI, the IFSB and the 
International Islamic Financial Market 
(IIFM) are working to defi ne standards 
and their worldwide harmonization.

AAOIFI plans to start reforming the 
guidelines that direct the work of the 
Shariah boards and to reform Takaful 
standards and investment accounts. The 
convergence of the AAOIFI accounting 
standards towards the International 
Financial Reporting Standards (IFRS) 
is still an issue, especially for Islamic 
fi nancial transactions that are not 
adequately addressed by the IFRS. 
The establishment of an Islamic 
fi nancial stability forum, a task force 
initiated jointly by the IDB and IFSB, 
will exchange dialogues between state 
regulators and the Financial Stability 
Forum of the IMF. 

In addition, the IFSB has recently 
published guiding principles on liquidity 
risk management and on stress testing 
for institutions off ering Islamic fi nancial 
services showing their commitment to 
integrate also the rules of Basel III. 

The IIFM and the International Swaps and 
Derivatives Association (ISDA) have also 
started their collaboration by launching 
the ISDA/IIFM Tahawwut (Hedging) 
Master Agreement and leading to launch 
the ISDA/IIFM Mubadalatul Arbaah 
(profi t rate swap) product standard, to be 
used for Islamic hedging purposes. This 
is a major step towards building a sound 
risk management framework for Islamic 
fi nance. The partnership is expected 
to gradually grow bett er and become 
stronger. 

Innovation
Today, Islamic fi nance off ers a wide 
range of banking and insurance products 
for sovereign, corporate and retail 
banking activities and for insurance. 
This includes: (1) Debt fi nancing 
products such as Murabahah and 
reverse Murabahah-based contracts; (2) 
Lease-fi nancing products consisting of 
Ijarah contracts; (3) Equity fi nancing 
products including Musharakah and  
diminishing Musharakah contracts; (4) 
Capital markets comprising Sukuk with 
its variants, Musharakah Term Finance 
Certifi cates (MTFCs), OTC derivatives 

The development of Islamic finance: Five 
angles  
FAOUZI EL BANTLI believes that the sustainable growth of the Islamic fi nance industry cannot be based on 
temporal events but must be the result of a good strategy.

continued...
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with futures and swaps, Islamic 
interbank rate and  some equity indices; 
(5) insurance products off ered through 
Takaful and re-Takaful. Clearly, this wide 
and diverse set of products illustrates the 
vitality and the creativity of the Islamic 
fi nance industry. 

Nevertheless, Islamic fi nance is still 
connected to global conventional 
fi nance, and Islamic fi nance should 
try not continue to mimic the existing 
conventional products. 

The argument according to which all the 
above-mentioned products are Shariah 
compliant will only amplify the way of 
imitation rather than pave the way for 
innovation. Although we have seen the 
creation of new centers of study and 
university degrees, various stakeholders 
including Shariah scholars, academic 
researchers and practitioners need to 
invest in the development of innovation 
programs for Islamic fi nancial products.

Business efficiency
The fast growth of Islamic fi nance raises 
the issue of its competitive advantage 
with conventional fi nance in order to 
increase its market share. Since the major 
part of Islamic fi nance market share is 
within the Islamic world, the issue is of 
less concern. 

However, it will become crucial to 
address this issue as the expansion of 
Islamic fi nance moves to the non-Muslim 
world to become a strategic orientation. 
Islamic banks trade more on the fact that 
their products or services are Shariah 
compliant than that their prices are lower 
and their quality is higher. 

Many studies have been conducted 
to assess effi  ciency for Islamic versus 
conventional banks, either based 
on fi nancial ratio analysis or based 
on statistical models using data 
envelopment analysis or a stochastic 
frontier approach. 

Findings almost converge to the fact 
that Islamic banks are (on average) less 
cost effi  cient but more revenue and 
profi t effi  cient than conventional banks 
and that the diff erence is due to the 
operating characteristics rather than 
managerial aspects. Since their business 
models are quite diff erent — pricing is 
still dominated by interest rates — the 
comparison appears questionable. 

However, the general fi nding is that 
Islamic fi nance is less mature than 
conventional fi nance, which has a 
head start in terms of technology and 
of operations; and Islamic fi nancial 
institutions must make cost reduction 
eff orts. 

Corporate governance 
Corporate governance refers to a set 
of rules and principles that aims at 
sett ing up best practices for managing a 
company. 

Good corporate governance ensures 
a lower cost of capital, strengthens 
the performance, builds trust among 
investors and establishes credibility 
in the market. Profi t and loss sharing, 
equity participation and Shariah 
compliant transacting require a specifi c 
corporate governance framework of 
Islamic fi nancial institutions diff erent 
from the conventional. 

The IFSB guiding principles on Shariah 
governance systems for institutions 
off ering Islamic fi nancial services 
published in December 2009 over the 
AAOIFI international standards should 
be considered as a benchmark, especially 
for Shariah supervisory boards (SSBs). 

The SSB plays a central role in any 
Islamic fi nancial institution, as a 
failure of this body will undermine the 
credibility of the whole business of the 
Islamic fi nancial institution. 

Conclusion
Greater internationalization is expected 
for Islamic fi nance in the coming 
years for which the development 
of international Shariah compliant 
standards is crucial to reduce barriers to 
entry. 

The development of innovative programs 
coupled with cost effi  ciency policies 
will lead to a sustainable competitive 
advantage for Islamic fi nancial 
institutions. 

In addition, good corporate governance 
will lower their cost of capital and 
strengthen their performance.

Faouzi El Bantli is the senior business 
analyst, steering center credit risk reporting 
of group development fi nance — governance 
standards & systems at BNP Paribas 
Belgium. He can be contacted at faouzi.
elbantli@bnpparibas.com. 
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Market players were abuzz following 
the release of the UAE Security and 
Commodities Authority (SCA)’s new 
investment funds regulation, which 
eff ectively transferred regulatory 
responsibility for the licensing and 
marketing of investment funds as well 
as several other related activities from 
the UAE Central Bank to the SCA.

As a consequence of this regulation, all 
domestic and foreign public funds — 
conventional or Islamic — off ered in the 
UAE must now obtain the approval of 
the SCA. The investment fund regulation 
was fi rst mooted in January 2011, when 
the SCA published a draft  decision on 
investment funds (the Investment Funds 
Regulation) for consultation. 

The UAE is not the fi rst country in the 
region to regulate its capital markets or 
even its investment funds industry. In 
February 2010, the Kuwait Parliament 
passed Law No.7 of 2010 for the 
establishment of the country’s fi rst ever 
Capital Markets Authority (CMA), a 
public independent authority formed 
to regulate the Kuwaiti market and the 
Kuwait Stock Exchange.

Saudi Arabia has also regulated its 
mutual funds industry, including 
Islamic mutual funds, through its 
Capital Markets Authority (CMA), 
and has evolved to be one of the most 
regulated markets in the Middle East. 
This was noted by the International 
Monetary Fund (IMF) in its 2011 Report 
on Standards and Codes, in which 
it observed that the CMA had made 
signifi cant progress in establishing 
its supervision credentials, including 
issuing implementing regulations. It is 
worth noting that the Tadawul (Saudi 

Stock Exchange) website lists concise 
information of mutual funds domiciled 
in the kingdom.

Regarded as one of the most regulated 
countries in the Middle East, Bahrain 
implemented laws to regulate the mutual 
fund industry when it set a precedent 
in August 2006 by passing the region’s 
fi rst fi nancial trust law to govern the 
establishment of fi nancial trusts. This 
was followed by an investment law, the 
Collective Investment Undertakings, in 
June 2007.The regulation has resulted 
in a total of 2,793 authorized funds as at 
the 31st May 2012 with a net asset value 
totalling US$9.17 billion as at March 2012 
with 2,672 foreign funds and 121 local 
funds.

However, not all regulation put in place is 
necessarily positive for the Islamic funds 
industry in the Middle East. While the full 
impact of the regulation in UAE is yet to 
be seen, some practitioners have voiced 
concerns that the new fund regulation 
could stifl e the country’s ambition 
of developing into a more important 
fi nancial center, as there is an additional 

process in the new rules which may deter 
foreign investors from sett ing up funds or 
investments domiciled in the UAE. 

Law fi rm Cliff ord Chance explains 
that foreign funds in the UAE must go 
through a locally licensed placement 
agent with the approval of the SCA 
(or in some cases, through the local 
representative offi  ce of the fund 
manager). This could include banks, 
investment fi rms or other promoters, 
all of whom must be licensed by the 
central bank. Previously such foreign 
funds created in the Dubai International 
Financial Center came under the purview 
of off shore laws.

Kuwait faces the same predicament 
according to Hossam Abdullah, a partner 
at Kuwait-based law fi rm ASAR Legal, 
who spoke exclusively to Islamic Finance 
news last year. He explained that the 
country’s investment fund regulation 
is more restrictive, thus negatively 
impacting the creation and sale of funds. 
“However, the new rules are meant to 
enhance the regulations of these funds 
and its regulatory supervision thereof,” 
he continued.

New regulations are always prone to 
teething problems as regulators and 
industry players alike slowly adapt to 
the changes. However, at the end of the 
day, having regulations not only helps to 
keep the industry in check but also gives 
the fund industry more transparency — 
something that is high on the investors’ 
list of priorities.  — RW
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Gatehouse buys retail space
UK: Gatehouse Bank has completed the 
purchase of a department store building 
in the city of Leeds, which houses 
prominent retail chain Debenhams, for 
GBP33.4 million (US$53.05 million).

The bank expects the investment to 
deliver an annual cash yield of 7%.

Strong returns
GLOBAL: The Dow Jones Islamic Market 
(DJIM) Titans 100 Index rose 1.82% in 
August 2012, according to data compiled 
by S&P Dow Jones Indices. 

The DJIM Market Asia/Pacifi c Titans 
25 Index declined by 1.52% during the 
period, while the DJIM Europe Titans 25 

Index advanced by 2.32%; and the DJIM 
US Titans 50 Index rose 2.19%.

HSBC launches Islamic equity 
fund
SAUDI ARABIA: HSBC Saudi Arabia 
has launched the HSBC Amanah GCC 
Equity Income Fund, an open-ended 
Islamic fund investing in Shariah 
compliant equities listed on stock 
markets in the GCC. 

According to Osamah Shaker, the 
managing director and head of fi nancial 
markets at HSBC Saudi Arabia, the fund 
will invest in fundamentally sound GCC-
listed companies which off er regular 
dividends with the potential of further 
dividend growth over the long-term.
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Comprehensive data from Eurekahedge will now feature the overall top 10 global and regional funds based on a specifi c duration (yield to date, annualized returns, 
monthly returns), Sharpe ratio as well as delve into specifi c asset classes in the global arena – equity, fi xed income, money market, commodity, global investing (which 
would focus on funds investing with global mandate instead of a specifi c country or geographical region), fund of funds, real estate as well as the Sortino ratio. Each table 
covering the duration, region, asset class and ratio will be featured on a fi ve week rotational basis.

Eurekahedge Middle East / Africa Islamic Fund Index

In
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x 
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es

Top 10 Monthly Returns for Asia Pacifi c Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Atlas Islamic Stock Atlas Asset Management 7.92 Pakistan

2 Atlas Pension Islamic - Equity Sub Atlas Asset Management 7.88 Pakistan

3 Al Meezan Mutual Al Meezan Investment Management 6.91 Pakistan

4 Meezan Islamic Al Meezan Investment Management 6.84 Pakistan

5 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 6.75 Pakistan

6 Meezan Balanced Al Meezan Investment Management 4.45 Pakistan

7 Al Rajhi India & China Equity Al Rajhi Bank 3.15 Saudi Arabia

8 CIMB Islamic Kausar Lifecycle 2022 CIMB-Principal Asset Management Berhad 2.33 Malaysia

9 Public Islamic Dividend Public Mutual Berhad 2.04 Malaysia

10 Al Naqaa Asia Growth Banque Saudi Fransi 1.87 Saudi Arabia

Eurekahedge Asia Pacifi c Islamic Fund Index 1.05

Top 10 Monthly Returns for Middle East / Africa Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Al Baraka Hermes Fund Management 8.07 Egypt

2 Faisal Islamic Bank of Egypt Mutual Hermes Fund Management 7.85 Egypt

3 AlAhli Saudi Trading Equity The National Commercial Bank 4.80 Saudi Arabia

4 AlAhli Saudi Mid Cap Equity NCB Capital Company 4.73 Saudi Arabia

5 Al-Saff a Saudi Equity Trading Banque Saudi Fransi 4.72 Saudi Arabia

6 Al Rajhi GCC Equity Al Rajhi Bank 4.41 Saudi Arabia

7 NBAD UAE Islamic (Al Nae'em) National Bank of Abu Dhabi 4.34 UAE

8 Zajil - Service & Telecommunications National Investments Company 4.27 Kuwait

9 AlAhli GCC Trading Equity The National Commercial Bank 4.17 Saudi Arabia

10 Markaz Islamic Kuwait Financial Centre 3.78 Kuwait

Eurekahedge Middle East / Africa Islamic Fund Index 2.16

Based on 51.59% of funds which have reported August 2012 returns as at 11th September 2012

Based on 56.84% of funds which have reported August 2012 returns as at 11th September 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.

Pe
rc

en
ta

ge

Eurekahedge Islamic Fund Equity Index over the last 5 years Eurekahedge Islamic Fund Equity Index over the last 1 year

Based on 62.30% of funds which have reported August 2012 returns as at 11th September 2012

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 13.81 Pakistan

2 AlAhli Global Real Estate The National Commercial Bank 12.39 Saudi Arabia

3 AlAhli Europe Trading Equity The National Commercial Bank 10.69 Saudi Arabia

4 Meezan Tahaff uz Pension - Equity Sub Al Meezan Investment Management 9.54 Pakistan

5 CIMB Islamic Small Cap CIMB-Principal Asset Management 8.67 Malaysia

6 Public Islamic Opportunites Public Mutual 8.22 Malaysia

7 AMB Dana Yakin Amanah Mutual 8.10 Malaysia

8 NBAD UAE Islamic (Al Nae'em) National Bank of Abu Dhabi 8.04 UAE

9 JPM Islamic Global Dynamic Equity (USD) A (acc) J.P. Morgan International Bank 7.72 Luxembourg

10 Public Islamic Equity Public Mutual 7.30 Malaysia

Eurekahedge Islamic Fund Equity Index 3.95

Top 10 Islamic Globally Investing Funds by 3 Month Returns

Fund Fund Manager Performance Measure Fund Domicile

1 AlAhli Global Real Estate The National Commercial Bank 12.39 Saudi Arabia

2 ETFS Physical Silver ETFS Metal Securities 8.48 Jersey

3 ETFS Physical Platinum ETFS Metal Securities 7.84 Jersey

4 JPM Islamic Global Dynamic Equity (USD) A (acc) J.P. Morgan International Bank 7.72 Luxembourg

5 Al Rajhi Global Equity UBS 6.54 Saudi Arabia

6 ETFS Physical PM Basket ETFS Metal Securities 6.33 Jersey

7 Global Equity - Musharaka Riyad Bank 6.20 Saudi Arabia

8 AlAhli Healthcare Trading Equity The National Commercial Bank 5.96 Saudi Arabia

9 ETFS Physical Gold ETFS Metal Securities 5.70 Jersey

10 AlAhli Small Cap Trading Equity The National Commercial Bank 5.23 Saudi Arabia

Eurekahedge Global Islamic Fund Index 3.73

Based on 54.82% of funds which have reported August 2012 returns as at 11th September 2012
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The 3rd GCC Reinsurance Barometer, 
recently released by the Qatar Financial 
Center Authority (QFCA), has revealed 
a positive outlook on the GCC 
reinsurance sector moving forward. 
According to the survey, which involved 
the region’s leading market players, 
profi tability is expected to increase in 
this sector within the next one to two 
years. Compared to last year, there was 
an increase of 4% to 54% in terms of 
market players who expect the GCC’s 
reinsurance capacity to exceed the 8% 
level of growth seen last year. 

Amongst the main driving factors 
behind the region’s anticipated growth 
in reinsurance capacity are its perceived 
low exposure to natural perils, a 
robust economy, and an increase in 
infrastructure projects throughout 
the Gulf. As at January 2012, there 
were US$570 billion worth of projects 
underway in the region, and there are 
currently US$63 billion worth of projects 
in Qatar alone; with a further US$108 
billion in the pipeline over the next three 
years.

Strengthening ties between the GCC and 
Asia is also expected to be a main push 
factor in the growth of the reinsurance 
market, with market players expecting 
a continuation of capital injections from 
Asia into the GCC; driven primarily by 
the desire to partake in soft  and hard 
infrastructure projects, and increasing 
demand for oil exports. 

Medical and health insurance is expected 
to be the fastest growing line of business 

in the GCC, fuelled by compulsory 
insurance requirements which are 
reshaping some of the region’s non-life 
markets, particularly in Saudi Arabia. 
The engineering and construction 
business ranks second, refl ecting a strong 
rebound aft er the fi nancial crisis and the 
subsequent economic downturn. Energy 
business is also expected to continue to 
grow on the back of additional onshore 
facilities, whilst Family Takaful and 
General Takaful, which are required by 
banks for mortgage loans, are also sectors 
fuelling the demand for reinsurance in 
the region. An industry player said: “The 
construction, property and health lines 
of business off er major opportunities to 
insurers and reinsurers operating in the 
GCC.” 

The GCC Takaful market is said to 
have grown tenfold between 2004-2011; 
capturing 40% of the total GCC insurance 

market share and recording US$6.5 
billion in contributions in 2010. Out of 
this, 35-40% of GCC-generated Takaful 
contributions are ceded to re-Takaful 
companies. According to the report, this 
cession rate is lower than that of the 
insurance market as whole, refl ecting an 
above-average retaining of personal lines 
business for the Takaful industry. 

Shashank Srivastava, CEO and 
board member of the QFCA said: 
“The att ractiveness of the GCC as a 
marketplace for reinsurers continues 
to increase. Economic and associated 
direct insurance market growth is set to 
remain well above the global average. In 
addition, natural catastrophe exposure 
is moderate, resulting in generally low 
and stable loss ratios. At the same time, 
crucial soft  factors such as insurance 
awareness and the professionalism of 
reinsurers, insurers and brokers continue 
to improve.”  — NH

GCC reinsurance sector bullish 
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Regional expansion
SOUTH AFRICA: Takafol South Africa, 
a subsidiary of Absa, is targeting further 
growth into the African region, according 
to Uwaiz Jassat, its CEO.

He also noted that the Takaful market 
in South Africa has recorded average 
annual growth of more than 40% since 
Takaful products were launched in the 
country in 2003.

Takaful for non-Muslims
MALAYSIA: Takaful Ikhlas has signed 
into a partnership with LAT Holdings to 
establish a new group Takaful scheme 
targeting the non-Muslim market.
The new off ering is expected to generate 
up to RM8 million (US$2.56 million) in 
additional business for Takaful Ikhlas’ 
non-Muslim business segment.

UK investment on track
GLOBAL: Syarikat Takaful Malaysia is in 
the midst of sett ing up a special purpose 

vehicle (SPV) in the Labuan International 
Off shore Financial Center which will 
manage the fi rm’s foreign property 
investments.

The move follows Takaful Malaysia’s 
target of investing in UK properties, for 
which it has set aside RM200 million 
(US$64.06 million).
It expects to receive approval from its 
board on the establishment of the SPV 
by the end of September this year, aft er 
which it will apply for an approval from 
the Malaysian central bank.

New offering from AIA AFG 
Takaful
MALAYSIA: AIA AFG Takaful has 
launched a range of products to cover up 
to 92 critical illnesses at various stages 
of severity. The scheme also provides 
early payout benefi ts for critical illnesses; 
while the fi rm will also launch another 
Takaful plan designed specifi cally for 
female organ cancers.

To receive the latest 
developments on the global 
Islamic capital markets

Read exclusive research 
reports from industry 
practitioners every week

Read exclusive articles and case 
studies in our annual guides and 
supplements sent to you in hard copy

Get to know the leaders in your 
industry

Keep abreast of latest deal flows 
and funds performances

Exclusive online access to 
www.islamicfinancenews.com

Contact Musfaizal for a FREE Trial subscription Tel: +603 2162 7800 ext 24
Email: subscribe@REDmoneygroup.com
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Takaful has been a rapidly growing 
industry over the past few decades. 
The growth of the industry at an 
average rate of 20% a year indicates its 
present dynamism and its potential 
for the future. Realizing this potential 
necessitates development and 
enhancement of the industry through 
a vision and a strategy that takes into 
account both economic realities and 
Shariah values.

Investment in Takaful
Investment in Takaful is with adherence 
to Shariah principles that does not 
involve any prohibited element such as 
Riba and is carried out in ethical types 
of businesses that avoid uncertainty, 
gambling and other illegal (Haram) 
activities such as alcohol, tobacco, pork 
and pornography. 

Investment in Takaful is done for both 
short and long-term periods. The short-
term investment includes government 
investment certifi cates (GIC) and Islamic 
accepted bills; while the long-term 
investments are done in quoted shares, 
fi nancing facilities, properties and fi xed 
assets. 

These investments are necessary in 
Takaful to ensure that operators have 
adequate funds to run and sustain the 
business, pay claims and earn profi t. It 
is also important to sustain consumer 
confi dence through healthy investment 
that will result in a robust fi nancial 
portfolio for the Takaful operator. 

Besides that, investment in Takaful 
is also of Shariah concern to sustain 
consumer confi dence in conformance to 
the Shariah principles. Indeed, Shariah 
is highly considered at all stages of 
Takaful value chain to ensure Shariah 
is not compromised at any single stage, 
and simultaneously to create and sustain 
confi dence among its consumers.

Takaful Models
There are a number of Takaful models 
that have been approved by Islamic 
jurists as Shariah compliant. These are 
Mudarabah, hybrid Wakalah-Mudarabah 
and Waqf. Generally, the Takaful 
models are based on the concepts of 
Tabarru‘(voluntary contribution) and 

Ta‘awun (mutual assistance); these 
concepts embrace the ethical element of 
shared responsibility, joint indemnity 
and mutual protection.

Mudarabah 
Mudarabah is also known as a profi t-
sharing model between one who 
provides the capital (Rab al maal), and 
one who runs the business (Mudarib), 
namely the entrepreneur who manages 
the capital. The role of Rab al maal is 
taken by the participants while the role of 
Mudarib is taken by the Takaful operator. 
Both parties share the profi t earned in a 
pre-agreed proportion approved by the 
Shariah supervisory board; for example, 
50:50, 60:40, 70:30, etc., as mutually pre-
agreed by the two parties. 

Profi t is defi ned as return on the 
investments made as well as the surplus 
received from the underwriting of the 
Takaful funds. The sharing of profi t 
is undertaken only aft er all the claims 
and other obligations towards the 
participants have been taken care of. 

Meanwhile, any loss is borne by the 
parties according to their contributions: 
the participants, as Rab al maal, bear the 
losses in terms of underwriting expenses, 
and the Takaful operator, as Mudarib, 
bears the loss of time and eff ort spent in 
managing the underwriting that the Rab 
al maal entrusted it with. 

Hybrid Wakalah-Mudarabah 
Model
The hybrid Wakalah-Mudarabah 
model is a combination of two diff erent 
contracts, and is regarded as the 
most att ractive model by a number of 
scholars. In this model, the participants’ 
contributions are divided into the 
participant investment fund and the 
participant risk fund. The relationship 
between the two parties with regard 
to the participant investment fund is 
governed by a Mudarabah contract, 
which gives the right to the Takaful 
operator and participants to share 
any profi ts from investment. The 
parties’ relationship with regard to the 
participant risk fund is governed by 
a Wakalah contract. The participants 
appoint the Takaful operator as their 
agent (Wakeel) for processing claims, 
etc., and the operator receives an agency 
fee, paid up-front, for doing so. Thus, the 
Takaful operator plays a combined role; 
it is the participants’ agent (Wakeel) for 
processing claims as well as a Mudarib to 
manage the investment fund. 

The surplus from the participant risk 
fund, which is obtained aft er taking 
into account the participants’ claims, 
re-Takaful expenses and reserves, is 
shared between the shareholders and 
the participants. Another sharing of 
profi t between the participants and the 
shareholders is also seen in the profi t 
obtained from the profi t investment 
fund.

Waqf 
Unlike the Mudarabah model or the 
Wakalah model, the Waqf fund in this 
model is not owned by anybody. This 
model is favored by Muhammad Taqi 
Usmani because it treats the Waqf fund 
as a legal entity and the contribution 
is regarded as a contribution for the 
common good. Further, a Qard (loan) 
may be extended by the shareholders to 
the Waqf entity and to individuals as in 
the typical Wakalah model.

Initially, the shareholders place capital in 
the pooled fund to create the Waqf fund, 
and thereaft er the participants contrib-
ute to the fund and become members 

Takaful on the horizon  
DR SYAHIDA ABDULLAH examines the growth potential of the Takaful industry.

continued...
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of the Waqf fund. Then the Waqf fund 
is operated using the principle of Waqf. 
Upon contribution, the fund no longer 
belongs to the donor; instead, ownership 
is vested with Almighty Allah. As such, 
all contributions from the participants 
are treated as donations. In the present 
practice, the Takaful operator claims a 
performance fee, also known as a Ju‘alah 
fee.

Shariah Issues
The diversifi cation of the industry has 
enabled Muslims to benefi t from an 
Islamic form of insurance that conforms 
with Shariah principles. Nevertheless, 
there are some Shariah issues in the 
Takaful business. 

For instance, the Mudarabah model is 
not accepted in the Middle East on the 

grounds that a Mudarabah contract 
cannot be combined with a Tabarru’ 
contract. There is also the issue that the 
participants’ contributions cannot be 
treated as capital and thus, profi ts from 
their investment cannot be distributed 
or shared between the Takaful operator 
and participants because they are 
regarded as contributions that are 
collectively owned.

Besides the principal-agent problems 
associated with it, the hybrid Wakalah-
Mudarabah model is regarded by some 
Shariah scholars as inappropriate as 
it combines two or more contracts.  
The sharing of surplus between the 
shareholders and the participants raises 
another Shariah issue. 

There are also unclear Shariah issues 
pertaining to the Waqf model as the Waqf 
concept makes it diffi  cult to formally 
defi ne the rights and obligations of the 
participants.

Business is booming: How can 
Takaful leverage this?
The Takaful industry has introduced 
diff erent models in response to Shariah 
concern as well as a wide variety of 
products as a result of consumers 
demand, and regulators have encouraged 
this trend. Nevertheless, Takaful has yet 
to carve out a reputation as a market 
leader. 

Takaful has ethical concerns that 
are broader than mere commercial 
considerations of profi t. The distinctive 
features of Takaful including solidarity, 
mutual assistance, shared responsibility, 
joint indemnity, transparency over 
profi tability and profi t sharing with 
all stakeholders, and compliance to 
Shariah at all stages including investment 
stage, enable Takaful to be an ethically 
appealing tool to the consumers. 

These ethical values indeed create a more 
att ractive market segment with potential 
profi t for the Takaful operators to tap the 
growing market pool of Islamic and non-
Islamic consumers. 

It is therefore regarded as high time for 
Takaful operators to create more Shariah 
compliant innovative structures and busi-
ness models that are competitive in the 
market and conform to Shariah principles. 

Thus, the rather poorly tapped profi t 
pool, huge market opportunity and 
increasing consumers demand have led 
to the urgent call for Takaful operators 
to leverage the ethical niche in order 
to build economy-of-scale models and 
consequently dominate the growing 
market segment. 

Dr Syahida Abdullah is a researcher at 
International Shari’ah Research Academy for 
Islamic Finance (ISRA). She can be contacted 
at syahida@isra.my. 

Continued
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A Global standardization should be 
the vision of the Islamic fi nance 

industry. If the world could come up 
with Basel I, Basel II and Basel III, why 
can’t the Islamic fi nance industry come 
up with Mecca 1, Mecca 2 and Mecca 3?

MOHD KAMAL MOKHTAR: 
Consultant & Shariah Advisor, SHAPE TM 
Financial Corp.

A I am not sure that one can ever get 
true standardization. There can be 

many areas of convergence, but there will 
always be a reason why one market, one 
country, one province, one municipality 
wants or needs to do things in a diff erent 
way. I was once asked by the head of real 
estate at a major European bank’s New 
York branch why the Muslims couldn’t 
“get it together and have a single 
standard to make life easy for everyone?”  
I asked him two questions, which 
eventually left  him fl ummoxed: “Do you 
lend against California real estate?” To 
which he answered in the affi  rmative. 
“But, California has a unique real estate 

lending law and debtor protections that 
do not exist in 48 of the other 49 states, 
doesn’t the absence of a single US real 
estate mortgage standard bother you?”  I 
then asked why a mid-sized country like 
the UK had four distinct mortgaging 
laws, and one couldn’t take an English 
mortgage and assume that it would work 
fl awlessly in Wales or Scotland?  Stunned 
silence. 

Turning the question to regulation, 
I think that diversity is bett er than 
uniformity.  The law of unintended 
consequences arising from Basel and 
its ‘one size fi ts all’ approach is likely 
to reduce credit. This will, of course, 
hamper growth. I stand fi rmly alongside 
Peter Sands, the CEO of Standard 
Chartered, whose quote of the 15th June 
2012 in the Financial Times queried 
whether Basel III would harm banks 
and trade in emerging markets. More 
capital is important; managing liquidity 
and seeking to nip liquidity events in 
the bud is critical; and increasing the 
volume of liquid/tradable assets is good.  
Yet, diversity by type of institution, 

geographic region and size may be 
more critical.  And, let’s not forget that 
whatever bad things bankers did from 
2002 to 2008, some very prominent 
regulators with some very good laws 
and regulations seemed disinclined to 
act.  On the one hand, I like the analogy 
of a new disease entering a genetically 
uniform population —the systemic risk 
is huge. The uniform application of 
Basel may be exposing us to a greater, 
future systemic risk. On the other hand, 
whether it is Basel or any other rule, the 
regulator truly needs to be vigilant and 
prepared to intervene aggressively.  I 
suppose that makes the regulator the 
front line clinician. 

More capital, bett er liquidity monitoring, 
more liquidity management tools, rules 
tailored to specifi c types of institution or 
market, and tougher regulators: yes. One 
size fi ts all: beware.

ABDULKADER THOMAS
CEO & President, SHAPE TM Financial 
Corp.

Q How do you perceive global 
standardization and is it a realistic target? 

Next Forum Question:

How far has the Islamic fi nance industry come in the move towards asset-backed 
securitization, and what steps should be taken to promote it further? 
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 21st September 2012.

Register to secure your FREE seat now! www.REDmoneyevents.com

THAILAND
23rd November 2012 

TURKEY
6th December 2012

BANGLADESH
20th November 2012

BRUNEI
3rd December 2012
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Ahmad Y Bassam,
founder and CEO,
Noriba Investing

Ahmad Bassam’s role as CEO of 
Noriba Investing includes acquiring 
a broker-dealer/investment bank in 
the US and converting it into a fully 
Shariah compliant fi rm.

Could you provide a brief 
journey of how you arrived 
where you are today? 
Although it seems like a long journey, 
it was just two years ago when the idea 
of creating a Shariah compliant ‘etrade’ 
for retail investors came to my mind. 

At the time I was doing some 
consulting work in Central Asia and the 
Middle East. Having some experience 
in Islamic fi nance, I noticed a 
frustrating problem—Muslim investors 
are always having to compromise on 
their values when it comes to investing. 

Shariah compliant investing seemed to 
be only available to the ultra-wealthy 
and not readily accessible to everyone 
else. 

I knew that the time had come to 
democratize Islamic fi nance and the 
best place to start was in the US. I 
shared the idea with a colleague at the 
time, Zeina Zeitouni, the vice-president 
of development at my previous fi rm, 
who was working on creating the fi rst 
Islamic housing fi nance program for 
Afghanistan and she was immediately 
intrigued by the concept. 

Since then, she joined the team and 
became a founding member and the 
head of marketing for what is now 
Noriba Investing. Within a month 
of that initial meeting, we put our 
thoughts together and within three 
months made the move back to Los 
Angeles to establish the brokerage, and 
the rest is history. 

What does your role involve? 
My role has included everything from 
acquiring a broker-dealer/investment 
bank in the US and converting it into 
a fully Shariah compliant fi rm to 
establishing key strategic partnerships 
and alliances, capital raising and 

signing joint ventures to business 
development. 

What is your greatest 
achievement to date? 
Our greatest achievement to date is 
the ability to build a strong foundation 
and survive and launch in a tough 
environment. 

We are operating in a highly complex 
and regulated space of fi nancial 
services and have managed to maintain 
a start-up att itude that is focused on 
innovation and customer advocacy 
throughout it all. 

I am proud to say that we are here 
for every investor big or small who 
seeks to invest in a Shariah compliant 
manner. 

We started with very litt le capital and 
were able to acquire an investment 
bank, hire a Shariah board, develop 
proprietary technology and build a 
stellar team. 

Which of your products/
services deliver the best 
results?
Our online investment platform 
designed for retail investors has 
generated the most interest globally. 
This is the fi rst online Halal trading 
platform serving both retail and 
institutional investors. 

Our focus is to consistently meet and 
adapt to the needs of our customers. 

What are the strengths of your 
business?
Our team and our clients. They have 
and will continue to lead our success 
and growth in the future.
 
What are the factors 
contributing to the success of 
your company? 
We could not do this without the 
dedication and perseverance of our 
team and the passion and confi dence 
of our clients and shareholders in our 
mission and purpose.
 
What are the obstacles faced 
in running your business 
today?
We face obstacles that stem from 
regulatory issues to lack of products for 
retail investors. The biggest obstacle that 
the Islamic fi nance industry shares is the 
lack of att ention to the retail investor. 

Any bank, any small or big investment 
fi rm, will take the time to create great 
Shariah compliant products for their 
high net worth (HNW) clients, but does 
not give the time of day to the retail 
investors.
  
Where do you see the Islamic 
fi nance industry in the next 
fi ve years? 
I can’t tell you exactly where the Islamic 
fi nance industry will be in fi ve years, 
but I believe Noriba Investing will be 
one of the largest Shariah compliant 
securities platforms in the world. 

Our current partnerships allow us 
to off er access to over 80 market 
destinations in over 19 countries 
around the world. 

Our clients can trade from Tokyo to 
London, from China to Belgium and 
from Hong Kong to New York. 

Name one thing you would 
like to see change in the 
world of Islamic fi nance.
More focus on the retail clients around 
the globe. Retail clients’ investment and 
religious needs are similar to HNW 
clients.
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IFN Correspondents
AFGHANISTAN: Zulfi qar Ali Khan
head of Islamic banking division, fi nancial supervision 
department, Da Afghanistan Bank
AUSTRALIA: Gerhard Bakker
director, Madina Village
BAHRAIN: Dr Hatim El-Tahir
director, Islamic Finance Knowledge Centre, Deloitt e & 
Touche
BANGLADESH: Md Shamsuzzaman
executive vice president, Islami Bank Bangladesh 
BERMUDA: Belaid A Jheengoor
director of asset management, PwC
BRUNEI: James Chiew Siew Hua
senior partner, Abrahams Davidson & Co
CANADA: Jeff rey S Graham
partner, Borden Ladner Gervais

CZECH REPUBLIC: JUDr Ivana Hrdlickova,
judge, Judiciary, Appelate Court Pardubice
EGYPT: Dr Walid Hegazy
managing partner, Hegazy & Associates
FRANCE: Kader Merbouh
co head of the Executive Master of the Islamic Finance,
Paris-Dauphine University
HONG KONG & CHINA: Anthony Chan
partner, Brandt Chan & Partners in association with SNR 
Denton
INDIA: Keyur Shah
partner, KPMG
INDONESIA: Farouk A Alwyni
chairman, Center for Islamic Studies in Finance, 
Economics, and Development
IRAN: Majid Pireh
Islamic fi nance expert, SEO
IRAQ: Khaled Saqqaf
partner and head of Jordan & Iraq offi  ces, Al Tamimi & Co
IRELAND: Ken Owens
Shariah funds assurance partner, PwC Ireland
JAPAN: Serdar A. Basara
president, Japan Islamic Finance
JORDAN: Khaled Saqqaf
partner and head of Jordan & Iraq offi  ces, Al Tamimi & Co
KOREA: Yong-Jae Chang
partner, Lee & Ko
KUWAIT: Alex Saleh
partner, Al Tamimi & Company
LUXEMBOURG: Marc Theisen
partner, Theisen Law
MALAYSIA: Nik Norishky Thani
head special projects (Islamic), PNB
MALDIVES: Aishath Muneeza
head of Islamic fi nance, Capital Market Development 
Authority
MALTA: Reuben Butt igieg
president, Malta Institute of Management
MAURITIUS: Sameer K Tegally
associate, Conyers Dill & Pearman
NEW ZEALAND: Dr Mustafa Farouk
counsel member for Islamic fi nancial institutions, FIANZ
NIGERIA: Hajara Adeola
managing director, Lotus Capital Limited
OMAN: Anthony Watson
senior associate, Al Busaidy Mansoor Jamal & Co
PAKISTAN: Bilal Rasul
director (enforcement), SEC of Pakistan
PHILIPPINES: Rafael A Morales
managing partner, SyCip Salazar Hernandez & Gatmaitan
QATAR: Amjad Hussain
partner, K&L Gates
SAUDI ARABIA: Nabil Issa
partner, King & Spalding
SENEGAL: Abdoulaye Mbow
Islamic fi nance advisor, Africa Islamic Finance 
Corporation
SOUTH AFRICA: Amman Muhammad
managing director, Absa Islamic Bank
SINGAPORE: Yeo Wico,
partner, Allen & Gledhill
SRI LANKA: Roshan Madewala
director/CEO, Research Intelligence Unit
SWITZERLAND: Khadra Abdullahi
associate of investment banking, Faisal Private Bank 
TANZANIA: Khalfan Abdallah
head of product development and Sharia compliance, 
Amana Bank
TURKEY: Ali Ceylan
partner, Baspinar & Partners
UAE: Moinuddin Malim
CEO, Mashreq Al Islami
UK: Siraj Ibrahim
associate, Credit Agricole CIB
US: Saeid Hamedanchi
CEO, ShariahShares
YEMEN: Moneer Saif
head of Islamic banking, CAC Bank
IFN Correspondents are experts in their respective 
fi elds and are selected by Islamic Finance news to 
contribute designated short country reports. For more 
information about becoming an IFN Correspondent 
please contact sasikala@redmoneygroup.com

ISSUER SIZE DATE 
ANNOUNCED

Bolton RM380 million 6th September 2012

Turkey sovereign TBA 5th September 2012

HSBC Amanah RM3 billion 4th September 2012

Sime Darby US$1.5 billion 3rd September 2012

Malakoff  Corporation RM1.8 billion 17th August 2012

Putrajaya Holdings RM3 billion 13th August 2012

Indonesia sovereign US$1 billion 10th August 2012

Indonesia sovereign US$750 million 10th August 2012

Tanjung Bin Power RM4.5 billion 7th August 2012

Kuala Lumpur Kepong RM1 billion 1st August 2012

Kimanis Power RM1.16 billion 16th July 2012

Syarikat Prasarana Negara RM4 billion 12th July 2012

Türkiye Finans Katilim Bankasi US$300 million 9th July 2012

Sudan sovereign US$758 million 5th July 2012

South Africa sovereign TBA 4th July 2012

Indonesia sovereign IDR500 billion 3rd July 2012

National Treasury South Africa US$500 - 700 million 3rd July 2012

Qatar sovereign US$4 billion 2nd July 2012

Indosat IDR300 billion 20th June 2012

Sadara SAR1.4 billion 13th June 2012

UEM Group RM2.2 billion 13th June 2012

Danainfra RM8 billion 31st May 2012

General Authority of Civil Aviation TBA 24th May 2012

Morocco sovereign TBA 23rd May 2012

Amer Group Holding EGP2.7 billion 14th May 2012

Emirates NBD US$500 million 7th May 2012

Epmex RM1.35 billion 25th April 2012

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

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
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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 
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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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Global Sukuk Volume by Month Global Sukuk Volume by Quarter
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Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers

29th Aug 2012 Malakoff  
Corporation

Malaysia Sukuk Domestic market 
private placement

474 Maybank Investment Bank

28th Aug 2012 Syarikat Prasarana 
Negara

Malaysia Sukuk 
Murabahah

Domestic market 
public issue

644 RHB Capital, Kenanga Investment Bank, 
CIMB Group

15th Aug 2012 Tanjung Bin Power Malaysia Sukuk Domestic market 
private placement

1,346 CIMB Group, Maybank Investment Bank

14th Aug 2012 Celcom Transmission 
(M)

Malaysia Sukuk Domestic market 
public issue

1,605 HSBC, CIMB Group, Maybank Investment 
Bank

10th Aug 2012 Khazanah Nasional Malaysia Sukuk 
Musharakah

Domestic market 
private placement

274 CIMB Group

9th Aug 2012 Kuala Lumpur 
Kepong

Malaysia Sukuk Ijarah Domestic market 
public issue

322 CIMB Group, Maybank Investment Bank

8th Aug 2012 Khazanah Nasional Malaysia Sukuk 
Musyarakah

Domestic market 
private placement

354 AmInvestment Bank

8th Aug 2012 Khazanah Nasional Malaysia Sukuk 
Musyarakah

Domestic market 
private placement

113 Kenanga Investment Bank

1st Aug 2012 SME Bank Malaysia Sukuk Domestic market 
public issue

159 KFH, AmInvestment Bank, Maybank 
Investment Bank

19th Jul 2012 Kimanis Power Malaysia Sukuk Domestic market 
public issue

272 HSBC, CIMB Group

17th Jul 2012 Aman Sukuk Malaysia Sukuk Domestic market 
public issue

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

12th Jul 2012 Emaar Sukuk UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, Dubai 
Islamic Bank, Abu Dhabi Islamic Bank, 
Emirates NBD, Noor Islamic Bank, Al Hilal 
Bank, Barwa Bank

12th Jul 2012 First Resources 
(Indonesia)

Indonesia Sukuk Foreign market 
public issue

189 RHB Capital

11th Jul 2012 State of Qatar Qatar Sukuk Euro market 
public issue

4,000 Standard Chartered Bank, Deutsche Bank, 
HSBC, QInvest, Barwa Bank

10th Jul 2012 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

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

6th Jul 2012 Cagamas Malaysia Sukuk Domestic market 
public issue

158 RHB Capital

4th Jul 2012 EIB Sukuk UAE Sukuk Euro market 
public issue

500 Standard Chartered Bank, HSBC, Dubai 
Islamic Bank, Emirates NBD, Credit Agricole

25th Jun 2012 NUR Power Malaysia Sukuk Domestic market 
private placement

157 Maybank Investment Bank

25th Jun 2012 Olayan Real Estate 
Company

Saudi 
Arabia

Sukuk Domestic market 
public issue

173 HSBC, Riyad Bank

19th Jun 2012 Islamic Development 
Bank

Saudi 
Arabia

Sukuk Euro market 
public issue

800 Saudi National Commercial Bank, Standard 
Chartered Bank, BNP Paribas, HSBC, CIMB 
Group
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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 19.6 RHB Capital, CIMB Group, AmInvestment Bank, 
Maybank Investment Bank

2 State of Qatar Qatar Sukuk Euro market 
public issue

4,000 8.2 Standard Chartered Bank, Deutsche Bank, HSBC, 
QInvest, Barwa Bank

3 General Authority for Civil 
Aviation

Saudi Arabia Sukuk Domestic market 
private placement

4,000 8.2 HSBC

4 Saudi Electricity Company Saudi Arabia Sukuk Euro market 
public issue

1,750 3.6 Deutsche Bank, HSBC

5 Celcom Transmission (M) Malaysia Sukuk Domestic market 
public issue

1,605 3.3 HSBC, CIMB Group, Maybank Investment Bank

6 Manjung Island Energy Malaysia Sukuk Ijarah Domestic market 
public issue

1,545 3.2 Lembaga Tabung Haji, CIMB Group

7 Tanjung Bin Power Malaysia Sukuk Domestic market 
private placement

1,298 2.7 CIMB Group, Maybank Investment Bank

8 Dubai DOF Sukuk UAE Sukuk Euro market 
public issue

1,250 2.6 HSBC, National Bank of Abu Dhabi, Dubai Islamic 
Bank, Citigroup

9 Tanjung Bin Energy Issuer Malaysia Sukuk Domestic market 
private placement

1,089 2.2 HSBC, OCBC, RHB Capital, DRB-HICOM, 
CIMB Group, Affi  n Investment Bank, Maybank 
Investment Bank

10 Aman Sukuk Malaysia Sukuk 
Musharakah

Domestic market 
public issue

1,071 2.2 Lembaga Tabung Haji, RHB Capital, CIMB Group, 
AmInvestment Bank, Maybank Investment Bank

11 Perusahaan Penerbit SBSN 
Indonesia II

Indonesia Sukuk Ijarah Euro market 
public issue

1,000 2.0 Standard Chartered Bank, HSBC, Citigroup

11 EIB Sukuk UAE Sukuk Euro market 
public issue

1,000 2.0 Standard Chartered Bank, HSBC, RBS, National 
Bank of Abu Dhabi, Citigroup, Emirates NBD, 
Dubai Islamic Bank, Credit Agricole

13 Johor Corporation Malaysia Sukuk Domestic market 
public issue

939 1.9 CIMB Group, Affi  n Investment Bank, 
AmInvestment Bank, Maybank Investment Bank

14 Islamic Development Bank Saudi Arabia Sukuk Euro market 
public issue

800 1.6 Saudi National Commercial Bank, Standard 
Chartered Bank, BNP Paribas, HSBC, CIMB Group

15 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

796 1.6 RHB Capital, Kenanga Investment Bank, 
AmInvestment Bank

16 National Higher Education 
Fund

Malaysia Sukuk Domestic market 
public issue

789 1.6 CIMB Group, Maybank Investment Bank

17 ANIH Malaysia Sukuk Domestic market 
private placement

786 1.6 CIMB Group, Maybank Investment Bank

18 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

753 1.5 Lembaga Tabung Haji, RHB Capital, CIMB Group, 
AmInvestment Bank, Maybank Investment Bank

19 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

750 1.5 Standard Chartered Bank, BNP Paribas, Citigroup

19 BSF Sukuk Saudi Arabia Sukuk Euro market 
public issue

750 1.5 Deutsche Bank, Citigroup, Credit Agricole

21 Jafz Sukuk UAE Sukuk Euro market 
public issue

650 1.3 Standard Chartered Bank, Abu Dhabi Commercial 
Bank, National Bank of Abu Dhabi, Dubai Islamic 
Bank, Abu Dhabi Islamic Bank, Citigroup, Emirates 
NBD

22 Syarikat Prasarana Negara Malaysia Sukuk 
Murabahah

Domestic market 
public issue

644 1.3 RHB Capital, Kenanga Investment Bank, CIMB 
Group

23 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

561 1.2 Maybank Investment Bank

24 TASNEE Saudi Arabia Sukuk Domestic market 
private placement

533 1.1 HSBC

25 FGB Sukuk UAE Sukuk 
Wakalah

Euro market 
public issue

500 1.0 Standard Chartered Bank, HSBC, National Bank of 
Abu Dhabi, Citigroup

25 Emaar Sukuk UAE Sukuk Euro market 
public issue

500 1.0 Standard Chartered Bank, HSBC, Dubai Islamic 
Bank, Abu Dhabi Islamic Bank, Emirates NBD, 
Noor Islamic Bank, Al Hilal Bank, Barwa Bank

25 DIB Sukuk UAE Sukuk Euro market 
public issue

500 1.0 Deutsche Bank, HSBC, National Bank of Abu 
Dhabi, Dubai Islamic Bank, Emirates NBD

25 Abu Dhabi Commercial 
Bank

UAE Sukuk Euro market 
public issue

500 1.0 Standard Chartered Bank, JPMorgan, Abu Dhabi 
Commercial Bank, Bank of America Merrill Lynch

25 ADIB Sukuk UAE Sukuk Euro market 
public issue

500 1.0 Standard Chartered Bank, Nomura, HSBC, National 
Bank of Abu Dhabi, Abu Dhabi Islamic Bank, 
Citigroup

30 Malakoff  Corporation Malaysia Sukuk Domestic market 
private placement

474 1.0 Maybank Investment Bank

Total 49,017 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 HSBC 9,466 25 19.3

2 CIMB Group 8,456 35 17.3

3 Maybank Investment Bank 7,619 40 15.5

4 AmInvestment Bank 4,381 21 8.9

5 RHB Capital 3,145 34 6.4

6 Standard Chartered Bank 2,492 15 5.1

7 Deutsche Bank 2,025 4 4.1

8 Citigroup 1,630 9 3.3

9 Lembaga Tabung Haji 1,137 5 2.3

10 Dubai Islamic Bank 868 7 1.8

11 Barwa Bank 863 2 1.8

12 QInvest 800 1 1.6

13 National Bank of Abu Dhabi 797 6 1.6

14 Kenanga Investment Bank 661 4 1.4

15 Affi  n Investment Bank 468 4 1.0

16 Emirates NBD 439 5 0.9

17 JPMorgan 425 2 0.9

18 BNP Paribas 410 2 0.8

19 Abu Dhabi Islamic Bank 409 5 0.8

20 Credit Agricole 350 2 0.7

21 DRB-HICOM 264 7 0.5

22 Hong Leong Bank 252 2 0.5

23 OCBC 235 5 0.5

24 Abu Dhabi Commercial Bank 218 2 0.4

25 KFH 163 3 0.3

26 Saudi National Commercial Bank 160 1 0.3

27 Riyad Bank 153 2 0.3

28 Bank of America Merrill Lynch 125 1 0.3

29 RBS 121 2 0.3

30 Public Bank 95 1 0.2

Total 49,017 126 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %
1 Allen & Overy 4,198 2 23.5
2 White & Case 3,579 2 20.0
3 Skadden Arps Slate Meagher & Flom 3,281 1 18.4
4 Al-Jadaan & Partners Law Firm 1,200 1 6.7
4 Baker & McKenzie 1,200 1 6.7
4 Cliff ord Chance 1,200 1 6.7
7 Baker Bott s 917 1 5.1
7 Chadbourne & Parke 917 1 5.1
9 Law Offi  ce of Hassan Mahassni 298 1 1.7
9 Linklaters 298 1 1.7
9 Norton Rose 298 1 1.7

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %

1 Arab National Bank 860 3 8.7

1 Public Investment Fund 860 3 8.7

3 SABB 722 2 7.3

4 Samba Financial Group 525 3 5.3

5 HSBC Holdings 447 3 4.5

6 Sumitomo Mitsui Financial Group 404 2 4.1

7 Banque Saudi Fransi 386 2 3.9

8 KfW Bankengruppe 369 2 3.7

9 Mitsubishi UFJ Financial Group 360 1 3.7

10 Standard Chartered 317 3 3.2

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 SABB 1,395 5 8.5

2 Samba Capital 1,093 5 6.6

3 Saudi National Commercial Bank 991 5 6.0

4 Banque Saudi Fransi 944 4 5.7

5 Maybank Investment Bank 819 5 5.0

6 HSBC 772 7 4.7

7 Al-Rajhi Banking & Investment 753 3 4.6

8 AmInvestment Bank 704 3 4.3

9 CIMB Group 679 2 4.1

10 RHB Capital 631 1 3.8

11 Arab National Bank 617 2 3.7

12 Saudi Hollandi Bank 538 2 3.3

12 Riyad Bank 538 2 3.3

14 Abu Dhabi Islamic Bank 521 8 3.2

15 Citigroup 514 6 3.1

16 Standard Chartered Bank 458 9 2.8

17 Noor Islamic Bank 447 5 2.7

18 Emirates NBD 436 5 2.6

19 Barwa Bank 432 4 2.6

20 Dubai Islamic Bank 325 3 2.0

21 Qatar Islamic Bank 223 2 1.4

22 Qatar International Islamic Bank 213 1 1.3

22 Masraf Al Rayan 213 1 1.3

24 Arab Banking Corporation 199 3 1.2

25 Mashreqbank 195 3 1.2

26 National Bank of Abu Dhabi 175 2 1.1

27 QInvest 166 2 1.0

28 Deutsche Bank 160 3 1.0

29 Commercial Bank of Qatar 156 1 0.9

30 Abu Dhabi Commercial Bank 121 1 0.7

Top Islamic Finance Related Loans Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %

1 HSBC 656 5 13.5

2 Abu Dhabi Islamic Bank 542 6 11.1

3 QInvest 517 2 10.6

4 Citigroup 462 5 9.5

5 Emirates NBD 404 4 8.3

6 Standard Chartered Bank 384 7 7.9

7 Dubai Islamic Bank 364 3 7.5

8 Noor Islamic Bank 254 2 5.2

9 National Bank of Abu Dhabi 211 2 4.3

10 Samba Capital 171 1 3.5

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

11th Jun 2012 DanaInfra Nasional Malaysia 2,525

2nd Dec 2011 Hajr for Electricity 
Production

Saudi Arabia 1,981

4th Jul 2012 Dubai Duty Free UAE 1,749

14th Feb 2012 Power & Water Utility for 
Jubail & Yanbu

Saudi Arabia 1,200

13th Jun 2012 Jebel Ali Free Zone UAE 1,198

30th Jun 2012 TIBAH Saudi Arabia 1,193

25th Jun 2012 Bawabat Al Shamal Real 
Estate Company

Qatar 1,154

15th Oct 2011 Maaden Bauxite & Alumina Saudi Arabia 929

Top Islamic Finance Related Loans by Country                    12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 6,896 7 41.8
2 UAE 3,079 8 18.7
3 Malaysia 3,035 5 18.4
4 Qatar 1,317 2 8.0
5 Turkey 1,147 5 7.0
6 Pakistan 293 8 1.8
7 Singapore 207 1 1.3
8 Indonesia 183 4 1.1
9 Sri Lanka 175 1 1.1
10 Brunei Darussalam 170 1 1.0

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:     Mandy Leung (Media Relations)
                                            Email: mandy.leung@dealogic.com                                 Tel: +852 2804 1223

Top Islamic Finance Related Loans by Sector                        12 Months
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