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The Islamic endowment industry could 
be worth up to US$1 trillion according to 
some estimates; yet the majority of assets 
are poorly managed and earning litt le 
return. This week we take a closer look 
at the size and scope of this litt le-known 
market, and explore what the future may 
hold for what could be the unsung hero of 
Islamic fi nance. 

What is Waqf?
Zakat, or the mandatory charitable giving 
by Muslims of 2.5% of net worth (if 
possessed of over 85 grams of gold or 600 
grams of silver in one year), is the third 
pillar of Islam and the form of philanthropy 
that is most familiar to Islamic investors. 
Waqf, on the other hand, is a type of 
Sadaqa, or benevolence, which is a wider 
form of charity that is not obligatory but 
refers to voluntary giving of all types: from 
a smile to the passing on of education to the 
endowment of funds. 

Waqf, as a form of Sadaqa, in Arabic 
literally means ‘stop’, and involves the 
perpetual preservation of revenue or 
property for philanthropic or religious 
purposes (Awqaf). In essence, Waqf is a 
form of Islamic endowment that can take 
the form of cash, property or any form 
of private wealth which is donated in 
perpetuity for a charitable purpose set and 
directed by the endower. 

Traditionally Waqf has taken the form of 
real estate, particularly in the Middle East 
where in the 19th century up to two thirds 
of all property in the Ott oman Empire 
was held as Awqaf (or Waqf assets) with 
revenues used for charitable purposes. 
However, there are many ways of fi nancing 
Awqaf: including the use of Islamic 
fi nancial instruments.

How big is the market?
In 2010 Ernst & Young estimated the global 
Waqf sector to be worth over US$105 
billion. Although much of these assets are 
donated and managed privately, making 
it almost impossible to obtain an accurate 
total fi gure, it is suggested however that 
the real value of the industry could be 
considerably larger. 

Informal estimates by experts suggest 
that Waqf assets could be as high as 
SAR1 trillion (US$266.6 billion) in Saudi 
Arabia alone, while in Malaysia, Waqf 
assets have been estimated at RM1 trillion 
(US$325.4 billion). In Egypt a recent report 
by the Ministry of Religious Endowment 
estimated Waqf endowments of around 
US$82 billion. 

John Sandwick, an Islamic fi nance specialist 
and asset manager, is quoted as saying that: 
“This market is just too big to ignore, but 
conventional asset managers have spent 
their time selling derivatives and hedge 
funds rather than make eff orts to unlock 
this sleeping giant.” 
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Capitalizing on catalysts 

Editor’s Note

Amid continued fears of stalling 
world economies, Islamic fi nance has 
not only emerged resilient against 
global volatility, but as one of the few 
segments of the fi nancial industry to 
achieve growth from new business. This 
continued growth is supported by the 
existence of hitherto untapped markets, 
such as the Islamic endowment...

                   continued on page 5
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DEALS
Malaysian Airline System 
issues second tranche of 
US$817.48 million perpetual 
junior Sukuk

Alizz Islamic Bank’s IPO 
opens for subscription 

Abu Dhabi Islamic Bank 
plans to renew US$5 billion 
Sukuk program

CIMB Islamic Bank issues 
US$98.03 million tier 2 junior 
Sukuk

Al Bayan Holding Group 
proposes ringgit-denominated 
US$325.91 million Sukuk 
Wakalah program

Dubai Electricity and Water 
Authority plans Sukuk sale as 
part of fundraising in 2013

Turkey att racts over US$8 
billion in orders for debut 
sovereign Sukuk sale

NEWS
OCBC Al-Amin Bank 
introduces unsecured term 
fi nancing for business 
customers

AIBIM sees 20% year-on-year 
growth in Malaysian issuance 
of corporate Sukuk

Local Islamic banks will not 
seek investment from Middle 
East, says Indonesian Sharia 
Banks Association

Sabana REIT completes 
issuance of convertible Sukuk

Governor of Bank Negara 
Malaysia urges local 
fi nancial institutions to form 
partnerships for Islamic 
fi nance

Labuan IBFC seeks to att ract 
Islamic wealth management 
assets from the Asia Pacifi c 
region

Malaysian Takaful 
Association and Universiti 
Sains Islam Malaysia sign 
MoU for Takaful internship 
program

Regulators and standard-
sett ing bodies call for greater 
oversight, transparency and 
disclosure in Islamic capital 
markets

DRB-Hicom sees 
establishment of Islamic 
megabank via Bank 
Muamalat Malaysia-Affi  n 
Holdings merger

Thomson Reuters unveils 
Global Sukuk Index

World Bank sees role for 
Islamic fi nance in resolving 
fi nancial crises

INCEIF and BNP Paribas 
Malaysia launch research 
center for Islamic wealth 
management

First Irish Sukuk in the 
pipeline?

Scholar calls for greater ties 
between AAOIFI and IFSB

CIMB-Principal Asset 
Management and RUSD 
Investment Bank in 
collaboration for two funds

Kuala Lumpur Regional 
Center for Arbitration 
launches KLRCA i-Arbitration 
Rules

Products, players and talent 
key to sustainability of Islamic 
fi nance, says governor of 
Bank Negara Malaysia

Dana Gas expected to resolve 
repayment of US$1 billion 
Sukuk due in October, says its 
major shareholder

Tamkeen disburses US$350.74 
million in funds for SME 
fi nancing scheme

Alizz Islamic Bank targets 
20% market share of local 
Islamic banking industry 
within fi ve years

Weqaya Takaful Insurance 
and Reinsurance Company 
and Saudi Electricity 

Company sign three-year 
Takaful deal 

RATINGS
RAM withdraws rating on 
Mukah Power Generation’s 
US$93.08 million junior Sukuk 
program

AM Best Europe affi  rms 
ratings on SALAMA

CI withdraws ratings on 
Mangaf Sukuk Company’s 
US$38 million Sukuk

MOVES
Bank Alkhair appoints Khalil 
Nooruddin as managing 
director and CEO 

Standard Chartered Bank 
makes key appointments to 
capital markets business for 
Pakistan and MENA region

Burgan Bank names Vinit 
Chandra as new head of 
investment banking

World Bank elects 
Mohammed Al-Sheikh to its 
board of directors

Kuwait Finance House makes 
senior appointments 
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The importance of Awqaf
The Waqf industry is undeniably 
growing in importance as global Muslim 
wealth increases and coff ers swell with 
charitable funds that currently are, many 
experts feel, woefully under-utilized. 
Waqf off ers valuable opportunities for 
the Islamic fi nance industry and the 
development of new products, with key 
features of sustainability and consistent 
funding streams making it a stable 
revenue source for investment and public 
funding. 

In many Middle East countries, such as 
Qatar, Kuwait and Saudi Arabia, Waqf 
structures are widely available and a 
favored method of charitable giving; 
while the sector is also once more 
growing in popularity in countries such 
as Lebanon, Egypt and especially Turkey; 
which has seen an explosion in charitable 
funding since the revision of its Waqf 
regulations in 1981, with wealthy 
families competing to make endowments 
particularly in the education sector. 

Following the publication of the 2010 
fi ndings Ashar Nazim, the head of 
Islamic fi nancial services at Ernst & 
Young, said: “The Shariah compliant 
endowment sector provides a unique 
impetus for the growth of Islamic 
fi nance including the nascent asset 
management industry. While Waqf has 
always been an integral part of Islamic 
countries’ economic system, it is only 
now that a more formal structure is 
evolving for professional investment 
management of this pool of money, with 
an emphasis on making a sustainable 
impact. More investment fi rms are 
eyeing this opportunity, adding a 
new dimension to the Islamic asset 
management industry.”

Challenges to growth
However, Ernst & Young warns that: 
“Tapping into the multi-billion 
dollar Waqf pool fi rst requires 
ensuring a credible governance 
and operational infrastructure 
to safeguard the sanctity of the 
Waqf charter.” There have been 
repeated concerns raised in 
several countries about 
the mismanagement 
of Waqf funds and the 
inappropriate or confused 

regulatory and governance structure of 
the industry. 

In Malaysia, for example, the 
management of Waqf assets is the 
responsibility of each separate state’s 
religious council, with no overall 
governance. In a recent paper entitled 
‘The Governance and Investment of 
Waqf in Malaysia’ Dr Baharuddin Sayin 
of the Universiti Teknologi Malaysia 
comments that: “If the asset is managed 
professionally, defi nitely it will provide a 
handsome return towards the Malaysian 
economy. Unfortunately the management 
of Waqf assets, which is vested under 
the State Religious Council (Majlis 
Agama Islam Negeri or MAIN), is 
reported to be incapable of managing the 
assets eff ectively. This is due to several 
reasons: namely ineff ective management 
organization, lack of expertise and 
fi nancial support and incomprehensive 
law and enactment.”

Singapore, in comparison, off ers an 
example of how a Waqf industry can 
be a valuable addition to the fi nancial 

industry if well-managed.  The 
Islamic Religious Council of 
Singapore (MUIS) operates a 
subsidiary company known as 
Wakaf Real Estate of Singapore 
(WAREES Investment) which 

runs Waqf properties and 
ensures they generate 
maximum revenue. 
According to a recent report 
at the 2012 International 

The Waqf industry: The sleeping giant of Islamic 
fi nance
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Where funds 
are not placed 

in property or 
related products, 
they are usually 
held in low-yielding 
Shariah compliant 
money market 
instruments

CLOSING BELL
GFH Capital to takeover Leeds 
United soon?
GLOBAL: GFH Capital is speculated to 
be in the fi nal stages of taking over UK 
football side Leeds United. The news 
follows reports that David Haigh, the 
deputy CEO and chief operating offi  cer of 
GFH Capital; Salem Patel, a member of its 
executive and a director on its board; and 
Hisham Alrayes, also a board member, met 
with representatives from Leeds United 
this month to negotiate the acquisition. 

Ken Bates, the chairman of the football 
club, has reportedly said that negotiations 
with an undisclosed banking institution for 
its takeover of Leeds United have reached 
an advanced stage and could be completed 
by the end of this year.

Minimum capital for Takaful 
firms too high
OMAN: Insurance companies interested 
in sett ing up Takaful operations in the 
sultanate are said to have misgivings on 
the OMR10 million (US$25.97 million) 
minimum capital requirement for 
Islamic insurers. Nassir Salim Al Busaidi, 
the chairman of the Oman Insurance 
Association, commented that the 
minimum capital requirement was too 
high and is unjustifi ed given the small 
size of the Takaful industry.

More Islamic funding of 
aircraft purchases seen
GLOBAL: Boeing Capital Corporation 
(BCC), the product fi nancing unit of 
aircraft  manufacturer Boeing, sees Islamic 
fi nance playing an increasingly crucial role 
in funding commercial airplane deliveries.

Rich Hammond, a senior director for 
BCC, said that Islamic fi nancing for 
aircraft  purchases, which has emerged 
as a funding tool for several of Boeing’s 
customers, is expected to continue as its 
pricing grows more competitive and tenors 
of fi nancing increase.

Cagamas issues short-term 
Sukuk
MALAYSIA: National mortgage company 
Cagamas has issued RM500 million 
(US$162.75 million) in short-term Islamic 
commercial papers.

The papers have a three-month tenor.
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Conference on Economics Marketing 
and Management entitled ‘Preliminary 
Findings on Waqf Management Practices 
Among Selected Muslim Countries’, the 
value of Waqf property in Singapore has 
increased tenfold since the inception of 
WAREES Investment, making Singapore 
— a country with a minority Muslim 
population — a world leader in Waqf 
management. 

Today the country reportedly has 
around 200 Waqf properties with a 
current value of approximately SG$250 
million (US$203.4 million), generating 
yearly rental income of about SG$6-7 
million (US$4.8-5.6 million). In 2011 
MUIS disbursed SG$3.08 million (US$2.5 
million) in Waqf grants, with SG$1.9 
million (US$1.53 million) going towards 
funding mosques.  

Lopsided weighting = low 
yields
At the present time however — 
perhaps unsurprisingly given 
the Islamic investor preference 
for property — the sector 
suff ers from a highly lopsided 
asset weighting, with an 
estimated 70-80% of total 
Waqf assets in the form 
of relatively illiquid 
long-term real estate 
or real estate-linked 
products; and since the 
2008 property crash 

these have been generating inconsistent 
returns, particularly in the GCC region.

According to Ashar: “These are 
prime properties, with huge scope for 
enhancing value through professional 
investment management of the portfolio. 
While Awqaf institutions have been 
successful in mobilizing donors’ money 
and disbursing it for the defi ned causes, 
they typically don’t possess asset 
management capabilities.” For example, 
although in Egypt Waqf endowments 
are reportedly valued at around US$82 
billion, Ahmed al-Najjar of the Freedom 
and Justice Party in a recent interview 
claimed that these assets yield only 
around 0.3% per year, or US$247.3 
million. 

And where funds are not placed in 
property or related products, they are 
usually held in low-yielding Shariah 
compliant money market instruments 
in regional fi nancial institutions, 
resulting in large quantities of cash 
generating very low returns. In 2010 
Ashar suggested that: “Between Awqaf 
organizations and other entities, the 
cash Waqf alone is estimated at US$35 
billion.” 

Opportunities in asset 
management
This suggests a valuable opportunity 
for Islamic asset managers. If handled 
correctly, the Islamic endowment sector 
could off er a signifi cant stimulus to the 
Islamic fi nance market, with billions in 
funds stashed away in bank accounts and 
property that could instead be channeled 
into developing the currently tiny 
segment of the global market that is the 
Shariah compliant funds industry. 

And it is not just the funds industry 
that could benefi t. Like any portfolio, 

diversifi cation is vital and this has 
traditionally been a weak point for 
Islamic investors. To create a stable, 
sustainable and consistent income 
stream from Waqf endowments, the 

assets must be treated like any 
other diversifi ed modern 
investment portfolio — 
including not only real estate 
but equity, fi xed income such 
as Sukuk, cash and alternative 
investments. 

Sandwick, in an interview with Islamic 
Finance news, commented that: “The 
funny thing about Muslim culture is that 
everywhere people have adopted the 
most modern technologies in their daily 
lives, from cell phones to heart surgery 
to traffi  c control — yet still Awqaf are 
managed much like they were 500 years 
ago. This must change.  Awqaf must 
adapt to modern management and 
administration.”

Diversification is key
When compared to the big conventional 
endowment funds, for example, Islamic 
Waqf endowments begin to look 
woefully one-sided. For example, the 
US$35.6 billion Bill & Melinda Gates 
Foundation, which between 2004-11 
disbursed over US$26.2 billion in grants, 
in 2011 reportedly held 58% in equity, 
36% in fi xed income, 5% in alternative 
investments and 1% in cash, with a zero 
weighting in real estate. 

In stark comparison, up to 80% of 
Waqf assets are held in property, with 
the majority of the remainder in cash. 
According to Ashar: “The opportunity 
cost in terms of foregone wealth is 
staggering. The cash Waqf sector would 
potentially generate an incremental US$ 
2-3 billion annually, simply by aligning 
with professional investment managers. 
The need is most critical given the high 
fi duciary responsibility of the trustees to 
manage the wealth in the best possible 
manner.”

New moves 
And this year we are fi nally starting to 
see the fi rst signs of stirring interest. 
As the Islamic fi nance industry 
grows larger and products become 
more sophisticated and more widely 
available, so inevitably institutions 
will seek new sources of funding and 
investors will seek new asset classes. 
Although as yet the Waqf industry has 
seen litt le in terms of interest, all this 
could be about to change.

Nigel Denison, the head of asset manage-
ment at UK-based Bank of London and 
The Middle East, this week confi rmed to 
Islamic Finance news that the bank has 
committ ed to a research project with Safa 
Investment Services (launched by John 
Sandwick) and Wafi , a Saudi Arabian 

The Waqf industry: The sleeping giant of Islamic fi nance
Continued from page 3
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Waqf advisor, to explore the opportunities 
available. “The idea obviously is that there 
is another source of funds that ought to be 
deployed in the Islamic fi nance market, 
and that doesn’t seem to be happening at 
the moment,” said Denison. “We want to 
fi nd out why not.” 

Although the research project is not due 
to be completed for another three to six 
months, Denison noted that: “What we 
would like to fi nd is that there is a lot of 
Islamic money that currently sits in bank 
accounts earning no return because it 
hasn’t found the correct products. We can 
then provide these products through our 
Islamic funds.” 

Sandwick has high expectations of the 
industry, and is keen to gain the fi rst 
mover advantage: “I don’t think many 
people outside of my team have done 
as much work to analyze Awqaf. We 
are about to get some very big asset 
management mandates from some 
big-name Awqaf to manage their assets 

according to Modern 
Portfolio Theory but 
in a Shariah compliant 
manner.”

And Denison is 
optimistic that this 
partnership could 
be successful. 
“There is a 
substantial amount 
of money that needs to be 
banked Islamically that doesn’t have an 
obvious home. We have the funds, while 
John Sandwick has people who can act as 
aggregators – who can raise money from 
various foundations but who are lacking 
in products in which to invest it.”

This could be the fi rst partnership of 
its kind, and if successful may pave the 
way for a vast new asset class in Islamic 
fi nance. It has taken its time, but if this 
sleeping giant is ready to wake up it has 
the potential to turn the whole industry 
around.  — LM

Editor’s Note

Amid continued fears of stalling 
world economies, Islamic fi nance has 
not only emerged resilient against 
global volatility, but as one of the few 
segments of the fi nancial industry to 
achieve growth from new business. 

This continued growth is supported 
by the existence of hitherto untapped 
markets, such as the Islamic 
endowment, or Waqf industry, as 
explored in our cover story this week. 

Estimated to be worth as much as US$1 
trillion, the Waqf industry could help 
our industry reach a new phase in its 
development, even as conventional 
fi nance grapples with slowing growth.

Oft -talked about also is how the 
global Sukuk market, which has 
recorded unprecedented growth thus 
far, can gain further maturity and 
sophistication; and our issue this week 

features an article by Malek Khodr 
Temsah of Al Baraka Banking Group, 
who writes on how Sukuk can achieve 
its full potential.

Another area which Islamic fi nance 
has yet to fully capitalize on is the 
potential for growth in Europe. In spite 
of, or perhaps because of, the region’s 
economic woes, there is no bett er time 
for our industry to explore its untapped 
potential in the region. However, 
challenges remain, as discussed by Jan 
Dinger from Advent Soft ware in his 
contribution on Islamic fi nance in the 
UK. 

Our issue this week also includes the 
second article of a three-part series 
on Islamic fi nance in the West African 
Economic and Monetary Union, 
contributed by Dr Abdou Diaw, a 
lecturer and consultant from Senegal; 
and Abdoul Hadre Andre Kone, 
Mohamed Moussa Koita and Ibrahim 
Diambeidou Oumarou, postgraduate 

students at Senegal’s Sup de Co Dakar.
Shyam Sankar of Medgulf Allianz 
Takaful in Bahrain contributes our 
Takaful feature this week on the way 
forward for bancaTakaful, while Insider 
looks at Egypt’s newly formed Shariah 
compliant investment banking and 
asset management fi rm, Ridge Islamic 
Capital. 

Our IFN Reports cover airtime Sukuk 
and Middle East investment in 
Indonesia; and our IFN Correspondents 
contribute reports on developments in 
the Czech Republic, Egypt, France, Iran, 
Japan, Jordan, Mauritius, Saudi Arabia 
and the UAE.

Meet the Head talks to Aishath 
Muneeza, the head of Islamic fi nance 
and chairperson of the Capital Market 
Shariah Advisory Committ ee at the 
Capital Market Development Authority 
in the Maldives; and our Case Study 
highlights Turkey’s US$1.5 billion debut 
sovereign Sukuk.  

Capitalizing on catalysts

The Waqf industry: The sleeping giant of Islamic fi nance
Continued from page 4
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DEALS
Second tranche sold
MALAYSIA: Malaysian Airline System 
(MAS) issued the second tranche of 
its RM2.5 billion (US$817.48 million) 
perpetual junior Sukuk program on the 
18th September, raising RM500 million 
(US$163.5 million) from an initially 
projected RM1.5 billion (US$490.48 
million).

The issuance will pay a profi t rate of 
6.9% annually in its fi rst ten years, with 
the airline to pay an additional 2.5% if it 
does not exercise its option to redeem the 
notes at the end of the 10th year. 

MAS did not disclose the investor for the 
papers. 

The off ering follows the June 2012 
issuance of its fi rst tranche of the 
program, privately placed to Kumpulan 
Wang Persaraan, a pension fund. The 
fi rst tranche, amounting to RM1 billion 
(US$326.99 million), was also priced at 
6.9%.

IPO open
OMAN: Alizz Islamic Bank opened 
subscriptions for its initial public off ering 
(IPO) on the 22nd September, off ering 400 
million shares at 102 baisas (US$2.64) per 
share.

The bank’s promoters, Huriah Company, 
Aabar Investments, First Energy Oman 
and Tasameem Real Estate Company, 
have contributed OMR61.2 million 
(US$159.17 million) to its capital. 

The off er period for its IPO ends on the 
21st October 2012.

ADIB to renew Sukuk 
program
UAE: Abu Dhabi Islamic Bank (ADIB) is 
planning to seek shareholder approval 
in an extraordinary general meeting on 
the 14th October 2012 to renew its US$5 

billion Sukuk program established in 
2007.

In a fi ling to the Abu Dhabi Securities 
Exchange, ADIB said that it has set a 
US$5 billion ceiling for the program. 

The bank last tapped the program in 
November 2011, through a US$500 
million Sukuk sale.

CIMB Islamic raises funds
MALAYSIA: CIMB Islamic Bank has 
issued RM300 million (US$98.03 million)-
worth of Sukuk pursuant to its RM2 
billion (US$65.35 million) tier 2 junior 
Sukuk program.

Proceeds from the 4% notes will be used 
for the bank’s operations or for any 
other Shariah compliant use, subject to 
approval by its Shariah advisor. 

The Sukuk have a tenor of 10 years and 
are callable on any periodic payment 
date on or aft er the fi ft h year of their 
issuance.

Malaysian Sukuk sale for 
Saudi firm
GLOBAL: Saudi-based Al Bayan Holding 
Group has proposed a RM1 billion 
(US$325.91 million) Sukuk Wakalah 
program to be issued through ABHC 
Sukuk, a special purpose vehicle set up 
in Malaysia.

The 10-year notes have been assigned a 
preliminary enhanced long-term rating 
of ‘AA3(s)’ by RAM Ratings.

DEWA plans Sukuk sale 
UAE: Dubai Electricity and Water 
Authority (DEWA) will include the 
issuance of a Sukuk under its fundraising 
plans for 2013, said Saeed Mohammad Al 
Tayer, its CEO.

The fi nancing will be used to repay 
DEWA’s existing debt.

DEAL TRACKER Full Deal Tracker on page 36

ISSUER ISSUING 
CURRENCY SIZE (US$) DATE 

ANNOUNCED
Qatar Islamic Bank US$ 1.5 billion 16th September 2012
TH Plantation RM 488.87 million 14th September 2012
Bolton RM 123.88 million 6th September 2012
HSBC Amanah RM 977.74 million 4th September 2012
Sime Darby US$ 1.5 billion 3rd September 2012

Government attracts over 
US$8 billion in orders for 
debut sovereign Sukuk sale 
TURKEY: The government launched its 
much-anticipated debut sovereign Sukuk 
on the 18th September, raising US$1.5 
billion in an off ering that att racted 
more than US$8 billion-worth of orders, 
despite being sub-investment grade.

The Sukuk, which have a tenor of fi ve-
and-a-half years, off er a profi t rate of 
2.8%, equivalent to just 185 basis points 
over mid-swaps.

The maiden off ering also marks a turning 
point in Turkey’s Islamic fi nance market, 
which despite rapid growth has seen 
an uphill journey towards the issuance 
of the country’s fi rst sovereign Sukuk, 
which was initially announced in 2003. 

Jason Kabel, the head of fi xed income at 
the Bank of London and The Middle East 
(BLME), noted that: “It is encouraging 
that a country outside of Southeast Asia 
or the GCC is issuing a Sukuk of this size 
in US dollars.”

He added that the strong interest in the 
Sukuk demonstrates huge global demand 
for US dollar-denominated Islamic debt. 
“We expect to see more governments 
and institutions take advantage of this 
demand over the last quarter of 2012,” 
he said. 

Meanwhile Ali Babacan, the deputy 
prime minister of Turkey, said that 
the government expects the Sukuk 
to establish a benchmark for future 
issuances from its fl edgling Islamic bond 
market.

The issuance comes aft er the fi rst Turkish 
corporate Sukuk was issued in 2010 by 
Kuveyt Türk Participation Bank. The 
issuance, worth US$100 million, actually 
preceded Turkey’s implementation of 
tax neutrality measures for Sukuk Ijarah, 
adopted by parliament in February 2011.

With corporate Sukuk from Turkey 
remaining few and far between aft er 
Kuveyt Türk’s sale, the country’s 
debut sovereign Sukuk may provide a 
much-needed spark to spur the further 
development of the local Sukuk market.
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ASIA
Financing for businesses
MALAYSIA: OCBC Al-Amin Bank has 
launched its Business Cash-i product, 
allowing businesses to receive unsecured 
term fi nancing.

The product provides fi nancing of 
between RM50,000-400,000 (US$16,325-
130,580) for tenors of three to fi ve years, at 
profi t rates starting from 5% annually.

Record year for Sukuk
MALAYSIA: Domestic issuances of 
corporate Sukuk are expected to see 20% 
growth this year, reaching record levels, 
said Mohd Redza Shah Abdul Wahid, the 
president of the Association of Islamic 
Banking Institutions of Malaysia.

The record growth is due to strong de-
mand and low borrowing costs, he said.

Not seeking Middle East 
investment
INDONESIA: The country’s Islamic 
banks will not seek investment from 
the Middle East as the industry believes 
that the region does not have faith in its 
prospects.

Dr A Riawan Amin, the chairman of the 
Indonesian Sharia Banks Association, 
reportedly said that while investors 
from the region are welcome to invest 
in Indonesia’s Islamic fi nance industry, 
the industry will not wait for such 
investments as it continues to progress.

Sukuk headed for listing
SINGAPORE: Sabana Real Estate 
Investment Management, the manager 
of Sabana Shari’ah Compliant Industrial 
Real Estate Investment Trust (Sabana 
Shari’ah Compliant REIT), completed the 
issuances of its SG$80 million (US$26.13 
million) convertible Sukuk on the 24th 
September 2012.

The Sukuk was also listed and quoted 
on the Singapore Exchange on the 25th 
September.

Team up for competitiveness
MALAYSIA: Dr Zeti Akhtar Aziz, the 
governor of the central bank, has urged 
local fi nancial institutions to enter into 
partnerships or strategic alliances to 
boost their Islamic fi nance capabilities, 
especially in expanding abroad.

She also said that the central bank 
encourages the country’s banks to 
venture outside Malaysia, adding that 
the banks should promote themselves as 
a distribution channel for Asian investors 
in order to increase their competitiveness 
against international banks.

Attracting Islamic wealth
MALAYSIA: The Labuan International 
Business and Finance Center (Labuan 
IBFC) is seeking to att ract Islamic wealth 
management assets from Asia Pacifi c, as 
personal wealth in the region continues 
to grow in tandem with strong economic 
growth. 

Ahmad Hizzad Baharuddin, the director 
general of the Labuan Financial Services 
Authority, noted that Labuan IBFC 
has implemented initiatives such as 
the Labuan Islamic Financial Services 
and Securities Act 2010 to provide for 
a range of Shariah compliant wealth 
management vehicles.

Takaful internship program 
MALAYSIA: The Malaysian Takaful 
Association (MTA) has signed an MoU 
with Universiti Sains Islam Malaysia 
(Islamic Science University of Malaysia) 
to cooperate on a Takaful industry 
internship program for the university’s 
students.

Under the agreement, MTA and the 
university will promote educational and 
academic exchanges between MTA’s 
members and the university, create 
career opportunities for its graduates 
and students, engage in joint research 
and provide assistance to those seeking 
information about the Islamic fi nance 
industry.

GLOBAL
Strengthening Islamic capital 
markets
GLOBAL: The Islamic capital market 
requires stronger oversight, greater 
transparency and more robust disclosure 
requirements due to its growing 
signifi cance and the uptrend in cross-
border transactions, according to a 
roundtable of standard-sett ing bodies 
and regulators.

Ranjit Ajit Singh, the chairman of 
Securities Commission Malaysia, said 
that it has become critical for regulators 

continued...

DRB-Hicom sees 
establishment of Islamic 
megabank via Bank Muamalat 
Malaysia-Affin Holdings 
merger 
MALAYSIA: Conglomerate DRB-
Hicom, which owns a 70% stake in 
Bank Muamalat Malaysia, has thrown 
its hat in the ring for the establishment 
of an Islamic megabank, even as it is in 
negotiations to dispose of part of its stake 
in Bank Muamalat to Affi  n Holdings.

Mohd Khamil Jamil, the group managing 
director of DRB-Hicom, also disclosed 
that the group is looking to pare down 
its stake in Bank Muamalat to 40%. The 
exercise would allow for a merger of 
Bank Muamalat’s assets with those of 
Affi  n Holdings, which owns Affi  n Islamic 
Bank.

The enlarged entity could subsequently 
have the capability to expand abroad, 
with Mohd Khamil noting that the 
Malaysian Islamic fi nancial market has 
reached its saturation point. He also 
revealed that the Malaysian central 
bank has instructed DRB-Hicom to 
seek opportunities for Bank Muamalat 
to expand beyond Malaysia, with its 
potential merger with Affi  n providing an 
avenue for Bank Muamalat to expand its 
capacity and capabilities.

He also highlighted Bank Muamalat’s 
agreement with China’s Bank of Shi Zui 
Shan aimed at sett ing up an Islamic bank 
in the Chinese province of Ningxia by 
2014, showing that opportunities for the 
Malaysian bank to expand abroad do 
exist. 

A proposal for the merger between Bank 
Muamalat and Affi  n is expected to be 
sent to the Malaysian central bank by 
the end of this year, with a fi nal decision 
on the matt er due by the end of January 
2013, Mohd Khamil said.

Have you joined 

our facebook page?
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and standard-sett ing bodies to further 
examine disclosure regimes for Islamic 
capital market products, with a view 
to allow more informed investment 
decision-making and promoting growth 
of the Islamic capital market. 

Ranjit is also a board member of the 
International Organization of Securities 
Commissions (IOSCO) and the vice-chair 
of its emerging markets committ ee.

Meanwhile Jaseem Ahmed, the secretary 
general of the IFSB, emphasized the 
need to promote cross-border fi nancing 
and investment through Islamic fi nance 
in order to increase the depth and scale 
of Islamic capital markets, adding that 
this requires the adoption of robust 
regulatory and disclosure practices. 

Disclosure requirements should also be 
harmonized across jurisdictions where 
Islamic capital market instruments 
are off ered, noted David Wright, the 
secretary general of IOSCO.

New index launched
GLOBAL: Thomson Reuters launched 
its Global Sukuk Index on the 18th 
September 2012, providing an 
independent benchmark for investors 
seeking exposure to Sukuk.

The index will also facilitate cross-market 
relative value trading among asset 
classes.

World Bank positive on 
Islamic finance
GLOBAL: The World Bank, which sees 
global Islamic fi nance assets growing 
between 10-15% annually until 2015, 
believes the industry could play a role 
in resolving recent fi nancial crises due 
to its soundness and stability and its 
adherence to its core principles. 

Dr Mahmoud Mohieldin, the managing 
director of the World Bank, also 
highlighted that the industry provides 
a link between the real economy and 
the fi nancial sector, while clarifying 
the sources of individual ownership. 
Continued strong growth for the 
industry will also be driven by robust 
supply and demand factors, strong 
regulation and high quality of services.

He however noted some of the concerns 
faced by the industry: including the 
need for bett er regulatory oversight, the 

strengthening of the solvency framework, 
for which guidelines are required for 
bankruptcy rules, Sukuk defaults and 
any other adverse outcomes. 

The industry also needs to ensure 
suffi  cient short and long-term liquidity 
and hence, establish sound risk 
management practices.

The lack of standardization within the 
Islamic fi nancial market could also 
hinder the industry’s growth, while 
innovation and knowledge sharing 
among industry players are critical to 
facilitating global harmonization of 
Islamic fi nancial products.

Compliance with Basel III and liquidity 
risk management concerns are also issues 
which need to be addressed by the Islamic 
fi nance industry, said Mahmoud.

Researching Islamic wealth
GLOBAL: INCEIF and BNP 
Paribas Malaysia have exchanged a 
Memorandum of Agreement to set up 
the BNP Paribas-INCEIF Center for 
Islamic Wealth Management, a research 
center located at INCEIF’s Kuala Lumpur 
campus.

The center will conduct research and 
development in the area of Islamic 
wealth and asset management and 
capital markets.

BNP Paribas Malaysia will also provide 
a grant to fund research and to publish 
works on Islamic wealth management. 
The center will commence operations on 
the 1st October 2012.

continued... First Irish Sukuk in the 
pipeline?
IRELAND: The Irish republic may be 
one step closer to establishing itself as a 
European hub for Islamic fi nance, having 
already emerged as a favorite domicile 
for Shariah compliant funds. 

Reports are now circulating that Irish 
utility fi rm the Electricity Supply Board 
(ESB) is planning a fundraising exercise 
via the sale of a Sukuk in Malaysia, for 
which it has reportedly hired Amanie 
Advisors to advise. 

According to market talk, the utility 
has also applied to the Malaysian 
central bank and Securities Commission 
Malaysia to issue a Sukuk in the country.

The potential issuance would mark a 
milestone for the development of Islamic 
fi nance, not just in Ireland, but also in 
Europe; where issuers have been slow 
to tap Islamic markets as a source of 
funding.

Although the ESB is reportedly eyeing 
the Malaysian market for its possible 
Sukuk sale, Ireland has already put 
in place legislation for Islamic fi nance 
transactions. In January 2010 the Finance 
Bill 2010 was implemented, with rules 
covering tax issues for Islamic fi nance 
transactions in the republic. 

The Irish Stock Exchange has also 
att racted Sukuk listings from the likes 
of the UAE’s Tamweel and Jebel Ali 
Free Zone, while Goldman Sachs also 
applied for a listing on the exchange for 
its controversial Sukuk, which has yet to 
come to market.

By a long way, however, Ireland’s 
biggest success in Islamic fi nance has 
been its emergence as a domicile of 
choice for Shariah compliant funds: 
including the Oasis Crescent Global 
Low Equity Balanced Fund and the 
CIMB Global Islamic Equity Fund, 
with Malaysia’s CIMB-Principal Islamic 
Asset Management already sett ing up a 
presence in the republic. 

Meanwhile, the Irish government has 
also expressed interest in issuing a 
sovereign Sukuk as it seeks to build the 
republic into a hub for Islamic fi nance. 
With appropriate legislation in place and 
political will on its side, a Sukuk off ering 
by an Irish issuer may be just what the 
republic needs to further catalyze the 
growth of its Islamic fi nance industry.
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Creating Shariah 
standardization
GLOBAL: The Islamic fi nance industry’s 
standard-sett ing bodies must strengthen 
ties with each other in order for 
Shariah standards to gain international 
acceptance, said Sheikh Dr Abdulrahman 
S Al-Atram, a scholar on the International 
Shari’ah Research Academy for Islamic 
Finance (ISRA)’s council of scholars. 

Calling for greater ties between AAOIFI 
and IFSB, Abdulrahman said that this 
will enable the bodies to emerge as the 
only reference on Shariah matt ers.

Royal Award recipient 
announced
GLOBAL: Iqbal Khan, CEO of Fajr 
Capital, has been presented with the 
Royal Award for Islamic Finance, an 
initiative spearheaded by the Malaysia 
International Islamic Finance Center and 
supported by Securities Commission 
Malaysia and the Malaysian central 
bank.

New fund offerings 
GLOBAL: CIMB-Principal 
Asset Management and RUSD 

Investment Bank, a bank set up in 
the Labuan International Business 
and Financial Center, have signed a 
lett er of arrangement and operating 
memorandum to collaborate on the 
establishment of two funds.

The funds will feed into the CIMB 
Islamic Asia Pacifi c Equity Fund and 
the CIMB Islamic DALI Equity Growth 
Fund, both of which are managed by 
CIMB-Principal.

Once established, the funds will be 
domiciled in Labuan and distributed to 
clients in the Middle East.

Providing dispute resolution
GLOBAL: The Kuala Lumpur Regional 
Center for Arbitration (KLRCA) launched 
the KLRCA i-Arbitration Rules on the 
20th September 2012, adopting the United 
Nations Commission on International 
Trade Law Arbitration Rules while 
allowing dispute resolution for contracts 
that may involve Shariah compliant 
issues. 

The rules are enforceable in the 146 
countries which have signed on to the 

RATINGS
Rating withdrawn
MALAYSIA: RAM has withdrawn its 
‘A2’ rating on Mukah Power Generation’s 
RM285 million (US$93.08 million) junior 
Sukuk program following the company’s 
decision to withdraw ratings on the debt 
facility.

Good business profile
UAE: AM Best Europe has affi  rmed 
Islamic Arab Insurance Company 
(SALAMA)’s fi nancial strength rating at 
‘A-‘ and issuer credit rating at ‘a-‘; both 
with a stable outlook.

The ratings refl ect the Takaful provider’s 
good business profi le and strong risk-
adjusted capitalization.

Rating withdrawn
BAHRAIN: CI has withdrawn its rating 
of ‘BBB-’ on Mangaf Sukuk Company’s 
US$38 million Sukuk Musharakah, 
following its full repayment on maturity 
in July this year.

Our eyes are constantly on the ground to uncover the brightest opportunities in Asia. 
With a focus on delivering the best for our clients, our results speak for themselves.

eastspringinvestments.com.my

Award Winning Fund

Eastspring Investments Dana Dinamik, 
The Edge-Lipper Malaysia Fund Awards 2012,
5 years Best Mixed Asset MYR Flexible Category

Eastspring Investments Dana Dinamik, 
Morningstar Fund Awards Malaysia 2012,
Islamic MYR Allocation Category

WE SEE AN EVEN
BRIGHTER FUTURE IN ASIA

continued...
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UN Convention on the Recognition and 
the Enforcement of Foreign Arbitral 
Awards 1958. They also update and 
supersede the 2007 KLRCA Rules for 
Islamic Banking and Financial Services 
Arbitration.

However, the coverage of the rules 
extends beyond Islamic banking and 
fi nance and may be used for international 
commercial arbitration in other sectors, 
such as construction, maritime and oil 
and gas.

Keys to success
GLOBAL: The global Islamic fi nance 
industry requires three factors to ensure 
its sustainability, said Dr Zeti Akhtar 
Aziz, the governor of the Malaysian 
central bank. 

These factors comprise a wide range and 
global supply of sophisticated Islamic 
fi nancial products and services; diverse 
and dynamic intermediaries and industry 
players which have a global focus; and 
world-class business talent.

MIDDLE EAST
Solution for Dana Gas Sukuk?
UAE: Dana Gas is expected to reach a 
reasonable resolution with its investors 
on the repayment of its US$1 billion 
Sukuk maturing in October this year, 
according to Badr Jafar, the president 
of Crescent Wealth, Dana Gas’s largest 
shareholder.

Deutsche Bank, Blackstone Group and 
Latham & Watkins have been mandated 
to advise on the Sukuk.

Islamic financing for SMEs
BAHRAIN: Tamkeen has provided up to 
BHD136 million (US$350.74 million) in 
Shariah compliant fi nancing to more than 
4,000 local businesses via its small and 
medium-sized enterprise (SME) fi nancing 
scheme carried out in collaboration with 
various partner banks.

The scheme off ers a total of BHD189.5 
million (US$488.72 million) in funds 
available through Al Salam Bank-
Bahrain, Bahrain Development Bank, 
Bahrain Islamic Bank, BMI Bank, 
Ebdaa Bank, Family Bank, Khaleeji 
Commercial Bank, Kuwait Finance 
House (Bahrain) and Standard 
Chartered Bank Bahrain.

Alizz sets growth target
OMAN: Alizz Islamic Bank is targeting 
a 20% market share of the sultanate’s 
Islamic banking industry and a 3.5% 
share of total banking assets within fi ve 
years.

Jamal Darwiche, its chief operating offi  cer, 
said that the growth will be driven by 
factors including untapped demand for 
Islamic banking, favorable economic 
policies and strong economic growth in 
Oman as well as an under-banked market 
amid a high bankable population.

Takaful for SEC 
SAUDI ARABIA: Weqaya Takaful 
Insurance and Reinsurance Company has 
signed a three-year contract with Saudi 
Electricity Company (SEC).

Under the agreement, Weqaya will 
provide Health Takaful services to SEC’s 
non-Saudi employees and their family 
members.

continued... MOVES
BANK ALKHAIR
BAHRAIN: Bank Alkhair has appointed 
Khalil Nooruddin as its managing 
director and CEO.

STANDARD CHARTERED 
BANK 
GLOBAL: Standard Chartered Bank 
has appointed Steve Perry as its head 
of capital markets for Pakistan and the 
MENA region. 

Perry will also remain as the bank’s 
global head of project, aircraft  and 
shipping fi nance syndications.

The bank also announced the 
appointment of Salman Ansari as its 
regional head of debt capital markets for 
Pakistan and the MENA region.

BURGAN BANK
KUWAIT: Burgan Bank has named Vinit 
Chandra as its new head of investment 
banking.

WORLD BANK
GLOBAL: Mohammed Al-Sheikh has 
been elected as an executive director and 
a member of the board of directors at the 
World Bank, representing Saudi Arabia.

Mohammed is also a partner at law fi rm 
Latham & Watkins.

KUWAIT FINANCE HOUSE
KUWAIT: Kuwait Finance House has 
appointed Anwar Alghaith as its chief 
operating offi  cer. 

The bank also named Mohammed N Al-
Fozan as its new head of retail banking. 

Coming up...
Volume 9 Issue 39 — 3rd October 2012

Meet the Head
Khaldoun Malkawi, chairman & CEO, 
Al Sanabel International Holding, 
Jordan

Features
The barriers to the growth of Islamic 
stock-broking and trading; By Eldred 
Buck, managing director, Eiger Trading 
Advisors.

The development of Sukuk market in 
West African Economic and Monetary 
Union: Potential benefi ts and challenges 
(Part 3) ; By Dr Abdou Diaw, lecturer/
consultant, Sup de Co Dakar – Senegal.

Takaful prospects in Egypt; By 
Mohamed Tawfi k, senior group Takaful 
consultant at Nile Takaful, Egypt.

IFN Correspondent Reports
SMEs fi nancing gap and the role of 
Islamic banking; By Dr Hatim El-Tahir, 
director of Islamic fi nance group, 
Islamic fi nance knowledge center 
leader, Deloitt e & Touche — Bahrain.

Putt ing Islamic funds at the top of 
the agenda; By Reuben M Butt igieg, 
president of the Malta Institute of 
Management.
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The Philippine Stock Exchange (PSE) 
has reportedly put forward a plan to 
prepare a list of Shariah compliant 
stocks as it introduces new products to 
att ract more investors to the exchange. 

Leo Quinitio, the head of the capital 
markets division at the PSE, is quoted 
as saying that the list will be ready 
by the fi rst half of 2013, following 
consultations with the country’s 
lone Shariah compliant bank, Al-
Amanah Islamic Investment Bank of 
the Philippines (AAIBP), the Asian 
Development Bank and government 
agencies, to develop standards for the 
list of Islamic equities. 

He also noted substantial funds from 
the Middle East that could invest in the 
PSE with the planned list of Shariah 
compliant stocks. 

As at the 21st September 2012, stocks on 

the exchange were valued at PHP5.32 
billion (US$127.41 million), amid a 
lackluster performance on the exchange 
in the past week due to dismal economic 
data from the global economy.
The PSE’s plan to introduce Shariah 
compliant investing in equities is sure 
to turn heads in the Islamic fi nance 
industry, especially as the industry has 
been slow to take off  in the Philippines. 
AAIBP was set up in 2008 following the 
Development Bank of the Philippines’ 
(DBP) takeover of Amanah Islamic Bank. 
The new entity then embarked on a fi ve-
year rehabilitation plan that included the 
injection of fresh capital from DBP. 

However the bank, and Islamic fi nance 
as a whole, has failed to gain traction 
in the Philippines, in part due to a lack 
of understanding on Islamic fi nance 
by consumers and also as a result of 
insuffi  cient legislation, with the central 
bank seen to show litt le interest in 

promoting Shariah compliant fi nance. 

Notwithstanding the gloomy outlook 
for Islamic fi nance in the country, the 
PSE’s plan to att ract Muslim investors 
could however be supported by the 
establishment of the ASEAN Trading 
Link, which connects seven exchanges 
across six ASEAN countries through 
a single platform. In addition to the 
Philippines, the platform currently links 
the Malaysian, Vietnamese, Indonesian, 
Singaporean and Thai exchanges in a bid 
to create more investment alternatives for 
investors. 

Although the PSE may be looking to 
att ract Middle East investors to its new 
venture, the exchange may instead 
see the ASEAN Trading Link as a vital 
tool in pulling investors to its Shariah 
compliant stock list, especially given the 
slow growth of Islamic fi nance in the 
country.  — EB

Shariah compliant equity investing in the Philippines?

Following Malaysian 
telecommunications fi rm Axiata Group’s 
landmark yuan-denominated airtime 
Sukuk issued on the 11th September 
this year; the market is expected to 
see further issuances utilizing similar 
structures in the future. 

Speaking to Islamic Finance news 
Mohamad Safri Shahul Hamid, the 
deputy CEO of CIMB Islamic Bank, who 
was involved in the Axiata deal, noted 
that, “We have seen and will continue 
to see more of similar types of ‘combo’ 
structures in the global Sukuk market 
going forward.”

Safri also noted that the use of airtime 
Sukuk, fi rst utilized by Saudi Arabia’s 
Etihad Etisalat Company (Mobily) in 
2007, has played a signifi cant role in 
Malaysia as it allows companies which 
do not have access to other types of 
underlying assets to tap the Sukuk 
market. 

“If you look back at the history of the 
global Sukuk market and how far has it 
come (in terms of asset requirements), 
the same has evolved from the traditional 
form of assets to more innovative 
forms. For example: from buildings 
and commodities to  shares and airtime 

vouchers as a new asset class. It is 
now common for issuers to combine 
tangible and intangible assets when 
they opt to issue Sukuk, as in the case of 
Axiata,which augurs well for those who 
do not have suffi  cient tangible assets as 
well as those who want the fl exibility of 
choosing assets as and when they want 
to tap the market. Sourcing for the right 
kind of assets is no longer a deal breaker. 
This choice of assets also fi ts nicely with 
the nature of Axiata’s business,” he 
added. 

Although airtime securitization 
transactions have been few and far 
between, the Asian region could be a 
prime market for such deals. According 
to a report by ROA Holdings, a Japanese 
research fi rm, the region’s mobile phone 
users make up around 65% of the seven 

billion mobile phone users across the 
globe, providing fertile ground for the 
securitization of airtime minutes. 

The Middle East has also proven to be 
a leader in airtime securitization. Most 
recently, Mobile Telecommunications 
Company Saudi Arabia, otherwise 
known as Zain Saudi, completed an 
airtime securitization deal as part of 
a fi ve-year, US$2.5 billion fi nancing 
transaction in June this year.

Meanwhile, Safri also noted that 
there are “no challenges” in the use 
of airtime vouchers as underlying 
assets for issuing Sukuk, as they are 
deemed tangible assets from a Shariah 
perspective.  — LR

More airtime securitization seen ahead
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Last week Dr Riawan Amin, the 
chairman of the Indonesian Shariah 
Bank Association, expressed his 
pessimism on the likelihood of foreign 
banks, particularly from the Middle 
East, entering the Indonesian Islamic 
banking market. 

He said in a statement: “We will not 
be going to the Middle East for money 
because they have no faith in us. If they 
want to come to us, they are welcome, 
but we will not wait for them.” 

However, recent reports on the Islamic 
banking and investment space in the 
republic have illustrated otherwise. 
Banks such as Saudi-based Al Rajhi Bank, 
Qatari-owned Asian Finance Bank and 
Dubai-based Standard Chartered Saadiq, 
which already has a presence in the 
country via its tie-up with Bank Permata, 
are keen to either enter the burgeoning 
Indonesian Islamic banking market, or 
boost their presence in the country. 

Wasim Saifi , CEO of Standard Chartered 
Saadiq, was quoted in an interview 
as saying: “We have seen growth 
momentum in the Indonesian Islamic 
industry over the last two to three years. 
Along with capital, foreign banks can 
bring in expertise as Indonesia provides 
a very good opportunity based on its 
population and growth.” 

In an interview with Islamic Finance 
news, a Dubai-based market player 
revealed that Middle East banks and 
fi nancial institutions are still very keen to 
tap the Indonesian market. 

However, he admitt ed that there are still 
multiple challenges to be addressed; 
particularly on the regulatory front. 
“There are defi nitely one or two 

institutions interested in entering the 
market, but it is a diffi  cult country to 
get into. There needs to be more clarity 
on regulatory issues, in terms of gett ing 
things done, and foreign banks looking 
to enter the market currently have to look 
into existing opportunities. 

“Another aspect that poses as a challenge 
is the language barrier. In order to enter 
the Indonesian market, you need to be 
fl uent in Bahasa Indonesia, and it is near 
impossible to do business in English — 
or Arabic for that matt er. This is true for 
both the retail market and to a certain 
extent the corporate business.” 

With a relatively lackluster corporate 
issuance market due to a lack of political 
will, Indonesia is evidently keen on 
growing its retail segment. This, however, 
hinges much on the central bank industry 
players. 

Dr Riawan elucidated: “The retail segment 
needs to be developed – in retail you 
need a lot of outlets. There are only 1,500 
Islamic banking outlets, whereas there are 
20,000 for conventional banks. One single 
gesture from the central bank, to off er 
Islamic banking alongside conventional 
banking, would solve a big problem.”

 — NH

Middle East banks still keen on Indonesia
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CZECH REPUBLIC

By Judr Ivana Hrdlickova, 
IFN Correspondent

The Islamic fi nance practice is still a 
very new phenomenon in the Czech 
Republic. Nevertheless, public 
awareness about this method of 
fi nancing has been increasing.

The Prague branch of the International 
Commercial Chamber (ICC Czech 
Republic) hosted the East-West Business 
Forum 2012 on the 18-19th September. 
This fi rst business conference of ICC 
Czech Republic with the OIC countries 
was organized under the auspices of the 

prime minister of the Czech Republic, the 
minister of foreign aff airs, the minister 
of industry and trade and the fi rst vice-
president of the senate of the Czech 
Republic.

The ICC of the Czech Republic and 
the embassies of the OIC countries 
organized this conference in the Czech 
Republic together. The main objective 
of this conference was to establish and 
strengthen economic and investment 
cooperation between the Czech Republic 
and the OIC countries.

The fi rst Islamic fi nance conference held 
in Prague on the 29th May 2012 was also 

a successful start in introducing Islamic 
fi nance to the Czech Republic.

This conference focused on the trade 
between the Czech Republic and 
OIC countries; trade and investment 
opportunities in the energy, machinery 
and engineering sectors and also in the 
infrastructure, health and medicine 
sectors; and the water management 
sector, forestry, agriculture and food 
industries.  

Judr Ivana Hrdlickova is a judge, Appellate 
Court Pardubice, Czech Republic. She can be 
contacted at ivana@hrdlickova.com.

Joining forces to promote Islamic finance

EGYPT

By Dr Walid Hegazy, IFN Correspondent

Egypt continues to be held hostage 
to the ongoing draft ing of its new 
constitution, most recently delayed 
by disagreements concerning the 
appropriate role of Islam. Only aft er 
the constitution’s completion and the 
election of a new parliament can the 
necessary regulatory framework for 
Islamic fi nance’s further development in 
Egypt be put in place. Recently released 
reports continue to show that the 
Islamic fi nance industry has achieved 
the most rapid growth this year among 
the global fi nancial services sectors. 
Egypt would do well to take advantage 
of this growth.

On the 9th September the annual 
conference organized by the Egyptian 
Islamic Finance Association was 
held. The event att racted around 600 
businessmen, banks, researchers and 
investors from the Middle East. 

The topics that were discussed included 
the role of Islamic fi nance in Egypt’s 
development and possible approaches 
to Shariah compliant fi nancing for 
the growing number of small and 
medium-sized enterprises by Egyptian 
entrepreneurs inspired by last year’s 
revolution. The conference added its 
voice to the growing call for increased 
regulation and a legal framework for the 
industry, as well as discussing a number 
of securities and community funding 
Islamic instruments.

Egypt plans to issue its fi rst Sukuk 
pending new legislation to be passed 
within the next three months, according 
to a recent statement by Hesham Qandil, 
the Egyptian prime minister. Such a step, 
along with international aid and sales 
of conventional domestic debt, will help 

Egypt meet its ever-widening EGP135 
billion (US$22 billion) budget defi cit.

Dr Walid Hegazy is the managing partner of 
law fi rm Hegazy & Associates in association 
with Crowell & Moring. He can be contacted 
at whegazy@hegazylaw.com.

Islamic finance in Egypt: Gridlock at home but progress abroad



14© 26th September 2012

IFN CORRESPONDENTS

FRANCE

By Kader Merbouh, IFN Correspondent

Since 2008, many experts believe that 
some of the causes of the fi nancial 
crisis include too much leverage for 
banks and companies, as well as 
too many derivatives, or ‘complex 
synthetic products’. There is therefore 
a social move that demands fi nancial 
organizations to place more emphasis 
on the real economy as opposed to the 
fi nancial economy, as has been the trend 
in the last few decades. 

Thus many savers and fi nancial 
consumers are looking to diff erent 
ways of doing fi nance that will meet 
the fi nancial needs of the people, taking 
into account morality and ethics as well 
as the need to improve the societies in 
which they belong. In this new context; 
alternatives such as Islamic fi nance, 
ethical banking as well as other non-
banking and fi nancial solutions are of 
special relevance. 

The youth are among the most aff ected 
by the situation 
1. They will be the ones that will have to 

bear the excess leverage of the present 
situation.

2. They have very limited access to the 
fi nancial resources needed to make 
their own economic ventures. 

A question that is frequently asked is: 
“Have you launched an initiative with 
money that didn’t come from the bank?”

The Saudi Spanish Center for Islamic 
Economics and Finance (SCIEF) proposes 
a series of initiatives under a ‘think tank’ 
umbrella, to understand the views of 
the youth on possible alternatives to 
the present fi nancial practices, and also 
to help them look into new alternative 
ways that Islamic fi nance, ethical banking 
and fi nance and other non-banking and 
fi nancial alternatives can provide for 
their fi nancial future. 

The idea of the SCIEF, developed by 
professor Celia de Anca (I&E), Yasmine 
Khateer (I&E), and Kader Merbouh, is to 
propose a thinking process on three main 
objectives: 

• Learning from the youth on their 
innovative views and actions on 
social impact fi nance;

• Teaching the youth alternative 
practical fi nancial solutions on social 
impact solutions that are working 
in the markets and can help them in 
their economic activities; i.e. Islamic 
fi nance, ethical banking and fi nance 
as well as other non-banking and 
fi nancial solutions;

• Disseminate results to a larger 
academic community and the media 
and to the business.

The think tank launched a video 
competition at the beginning of May 2012.  

Over 10,000 people participated globally 
to vote for the ‘Viewer’s Choice Awards’. 
More than 50 videos were received all 
around the world and fi nally 11 videos 
were selected. These top 11 winners will 
compete in the Madrid Round Finale of 

the fi rst ‘Social Impact Finance Think 
Tank’ on the 15th October 2012 with a 
prestigious jury.

These winners will engage with thought 
leaders, academic institutions and busi-
nesses and stand a chance to win three 
grand prizes of EUR2,000 (US$2,596).

The fi rst think tank social impact puts to-
gether professors from all around the ethi-
cal academic world and professionals from 
ethical banking (IDB, NCB Saudi Arabia, 
JAK Sweden, Friendsclear France etc).

This think tank has opened a new era 
of practical research, clearly set up to 
involve not only academics but also 
professionals who need to be funded 
by new ideas of this youth to explore 
new ways of funding and fi nancing, and 
academics whose research is based on the 
perspective of professionals and youth. 
All these dialogues are published.
 
Frontiers of finance  
There will be a workshop organized by 
the Frontiers of Finance sub-group of 
the European Research Group ‘Money, 
Banking & Finance’ of the Center 
National de la Recherche Scientifi que, 
with the joint chair for Ethics and 
Financial Norms (King Abdul Aziz 
University) on the 11th October 2012 at 
Paris La Sorbonne Panthéon buildings.

A special roundtable on Sukuk will 
present and compare the two new 
Sukuk issued in France by Legendre 
Patrimoine and the new Sukuk launched 
in September by BIBARS, the French 
distributor of Halal products.

This special roundtable will also discuss 
the potential of Sukuk in France in a fi nan-
cial way but above all the results by using 
new tools for fi nancing the economy.

Kader Merbouh is the co-head of the executive 
master of the Islamic fi nance, Paris-Dauphine 
University. He can be contacted at kader.
merbouh@dauphine.fr. 

Time to get together and promote Islamic finance in France

In this new 
context; 

alternatives such 
as Islamic finance, 
ethical banking 
as well as other 
non-banking and 
financial solutions 
are of special 
relevance
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IRAN

By Majid Pireh, IFN Correspondent

Securities portfolios and their more 
advanced emergence in the form of 
mutual funds are regarded as some of 
the most important mechanisms in the 
fi nancial markets to generate return on 
investment prospects. 

Mutual funds, acting as fi nancial 
intermediaries, convert investments made 
by non-professional investors from a direct 
state into an indirect state, and in the wake 
of such conversion also bring a wide range 
of benefi ts and privileges both for the 
capital market and investors, including: 

1. Promoting indirect investment by 
individuals in the capital market;

2. Paving the way for quantitative and 
qualitative growth and sustainable 
development in the capital market.

Alternatively, the mutual fund is a 
fi nancial intermediary whose main 
function is to professionally manage 
investment in the securities market. 
These funds pool the capital provided 
by the people and, by professionally 
creating an investment portfolio, 
subsequently invest in various types of 
securities. 

The main particulars of mutual funds in 
the Iranian capital market include:

1. Variable capital and high liquidity.
2. External management.
3. Daily valuation of the units.
4. Issue and redemption of units.
5. Reinvestment of revenues in the fund.
6. Direct buy and sell of units.

It is also noteworthy that in Iran’s capital 
market, mutual funds can issue both 
preferred units and ordinary units. 

These two types of units carry some 
specifi cations such as:

1. Preferred units are, in general, 
purchased by the fund’s founder or 
founders before the start of the initial 
subscription period. These units are 
non-redeemable but transferable to 
other parties. 

2. Ordinary units are issued during 
the initial subscription period or 
aft er formation of the fund. Such 
units shall be redeemable but 
non-transferable to other parties. 
The maximum number of ordinary 
units outstanding is stated in the 
prospectus.

Majid Pireh is an Islamic fi nance expert at 
Iran’s Securities and Exchange Organization. 
He can be contacted at m.pireh@seo.ir. 

Mutual funds in the Iranian capital market

JAPAN

By Serdar Basara, IFN Correspondent

In my last report I mentioned that 
Japan’s balance of payment structure 
has been changing from ‘trade surplus’ 
to ‘income surplus’ since the 1990s.

’Trade defi cit’ has become a common 
term for Japan’s balance of trade. 
According to the fi nance ministry, Japan 
posted a JPY754.1 billion (US$9.6 billion) 
trade defi cit for August. 

Recent anti-Japan riots in China may lead 
to a further widening in defi cit in the 
coming months.

An alternative trade income source for 
Japan is the Islamic market. As I wrote 
in my July 2011 article, Japan sees the 
Islamic world as an important strategic 
marketing segment.

Especially, Southeast Asian countries 
like Indonesia and Malaysia are not only 
important strategic trade partners, but 
also new sources for incoming tourists to 
Japan.

Japanese companies study hard to 
develop this huge business opportunity.

Islamic scholar professor Yasushi 
Kosugi of Kyoto University mentioned 
in a recent article that the fi rst step for 
business success in exporting food to 
the Islamic market is to know Islamic 
rules. 

Japan’s central and regional governments 
closely cooperate with corporations in 
developing Islamic market. A recent 
seminar conducted on the 20th September 
by the Japan Halal Association, a Halal 
certifi cation authority, was att ended 
by representatives from business and 
governmental authorities. 

As a starting result of these activities, 
on the 25th July, Indonesia accredited 
Kumamoto Prefecture’s Zenkai Meat 
Corporation’ beef as Halal. Shinichi 
Hagiwara president of Zenkai Meat 
reported this achievement to the 
Kumamoto governor, Ikuo Kabashima in 
September.

I believe that these kinds of cooperation 
and studies will help Japan increase the 
trade volume with the Islamic world.

Serdar Basara is the president of Japan 
Islamic fi nance. He can be contacted at 
basara@japanislamicfi nance.com.

Japan starts going Halal
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JORDAN

By Khaled Saqqaf, IFN Correspondent

In recent news, Foursan Group, a 
private equity fi rm, has bought a 
stake in Jordan Dubai Islamic Bank 
(JDIB) to become its second largest 
stakeholder. The news is not surprising 
as the Jordanian Islamic fi nance market 
has been growing rapidly. As such, it 
has become an att ractive market for 
investors looking to expand.

Foursan Group is a “multi-sector private 
equity fund targeting investments 
in accelerated growth companies in 
the Levant and North Africa”. The 
company is known to target a range 
of sectors including fi nancial services, 
food and beverage, education, aviation, 
pharmaceuticals and healthcare. 

JDIB is considered a leader in the Islamic 
fi nance market in Jordan and off ers a 
variety of products and services that 

“serve all spectrums of the society”, in 
compliance with the bank’s mission and 
vision. Additionally, JDIB is committ ed 
to structuring products and providing 
services that are implemented with 
the principles of delivering world class 
quality.

Khaled Saqqaf is a partner at Al Tamimi & 
Company. He can be contacted at K.Saqqaf@
tamimi.com.

Paving the way for a brighter future in Islamic finance

MAURITIUS

By Sameer Tegally, IFN Correspondent

The Islamic Financial Services Board 
(IFSB) organized a seminar on the role 
of Islamic fi nance in the development 
of Africa from the 6–7th September 2012 
in Mauritius. The seminar, att ended by 
international delegates, was hosted by 
the central bank, Bank of Mauritius, 
and was preceded by a workshop: 
‘Introduction to Islamic Finance and the 
IFSB Standards’.  

There has been a growing interest in 
Islamic fi nancial services among African 
countries, which can be realized from the 
growing interest of African regulatory 

and supervisory authorities in Islamic 
fi nance and translated into membership 
of the IFSB. Africa is also seen as a 
serious potential growth area for the 
Islamic fi nancial services industry.

It was the fi rst IFSB seminar held catering 
specifi cally to the region and aimed 
to increase awareness of the Islamic 
fi nancial services industry among the 
fi nancial practitioners and stakeholders 
in African countries. 

The seminar discussions centered on 
the growth potential of Islamic fi nancial 
services in Africa and how such services 
can contribute to the development of 
African nations and economies, the 

role of central banks and supervisory 
authorities, the challenges and 
opportunities for regional cooperation 
as well as the role and opportunities 
for fi nancial institutions and market 
players in developing a sound and stable 
Islamic fi nancial services industry in the 
continent. 

Mauritius was also showcased as an 
excellent jurisdiction for structuring 
cross-border Islamic fi nance transactions 
for Africa.

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

Mauritius: Attractive opportunities for Islamic finance
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SAUDI ARABIA

By Nabil Issa, IFN Correspondent

On the 1st July 2012, pursuant to a new 
Royal Order, the Committ ee for the 
Sett lement of Banking Disputes became 
simply the Committ ee for Banking 
Disputes. With the change in name, 
this committ ee should no longer be 
regarded as a sett lement forum but is 
now considered a court with genuine 
jurisdiction over banking disputes.

The basis of previous legal att acks on 
the Saudi Arabia Monetary Authority 
(SAMA) committ ee’s jurisdiction was 
challenged as only being a form of 
‘sett lement’ rather than an actual court. 
Decisions are now made by majority and 
there are 30 days to appeal to the new 
appellate committ ee being created. The 
decisions shall be non-appealable before 
any other authority in the kingdom. 

The SAMA committ ee will not hear 
claims that are fi led more than fi ve 
years aft er the due date of the claimed 
amount, or from the date of the claimant 
becoming aware of the event which is 
the subject of the claim, unless there is 
a justifi cation which is acceptable to the 

SAMA committ ee. The SAMA committ ee 
has the power to freeze a debtor’s bank 
and investment accounts, entitlements at 
governmental authorities, restrict such 
debtor from dealing with governmental 
bodies and banks and to issue travel 
bans following its fi nal judgment. 
Previously, it only had the power to make 
recommendations.

Until July 2012 there was no mortgage 
law in Saudi Arabia, with the exception 
of the Commercial Mortgage Regulations 

(and regulations pertaining to the 
mortgage of specifi c assets such as 
vessels and aircraft s), other than with 
respect to ships and items of property 
for which title is proven by a title deed 
issued by a governmental authority of 
Saudi Arabia as contemplated in Article 
Eight of the Commercial Mortgage 
Regulations. 

The long-awaited mortgage law is 
expected to regulate the kingdom’s real 
estate fi nancing and investment, and 
boost its mortgage market. The mortgage 
law will develop a new real estate fi nance 
market in the kingdom and allow banks 
and licensed companies to fi nance real 
estate projects. 

Finally, there is now a new system to 
register mortgages over  movables 
at the offi  ces of the Saudi Arabian 
General Investment Authority. While 
such registration is registered it is 
not necessarily searchable and such 
registration is arguably challenged.

Nabil Issa is a partner at King & Spalding, 
Middle East & Islamic fi nance practice 
group, Dubai and Riyadh. He can be 
contacted at nissa@kslaw.com.

Developments in the banking industry in Saudi Arabia

UAE

By Moinuddin Malim, IFN Correspondent

The UAE has been one of the pioneers of 
Islamic banking, with Dubai Islamic Bank 
being the fi rst ever bank to incorporate 
principles of Islam in all its practices. 
The bank was established in 1975 by 
businessman Haj Saeed Ahmed Al Lootah. 

Islamic banking has come a long way 
since then and today has taken almost 
20% of the market share of the overall 
banking and fi nance industry in the 
UAE. Having achieved such a distinction, 
there is however still a lack of clarity 
with customers — whether retail or a 
wholesale — on what is an acceptable 
Islamic structure; as what is tolerated 
in one bank may not be acceptable to 
another Islamic fi nancing intermediary 
(IFI)’s Shariah supervisory board (SSB).   

Without considering off -shore entities 
based out of the DIFC, there are seven 
fully licensed Islamic banks (including 

the takeover/merger of Dubai Bank with 
Emirates Islamic Bank); 10 major domes-
tic conventional banks operating Islamic 
windows, excluding multinational banks 
such HSBC and Standard Chartered; 
and a host of Islamic fi nance companies 
and Takaful companies based onshore. Is 
there uniformity amongst them when it 
comes to Shariah interpretation of Islamic 
structure? The answer is no.

While Islamic banks are at the forefront of 
developing innovative Shariah compliant 
solutions to meet the demands of custom-
ers who prefer Islamic banking, there 
seems to be a divergence in the opinion of 
Shariah scholars on how certain Islamic 
modes of fi nance and investments should 
be used in a particular situation. 

Post the February 2008 statement by Taqi 
Usmani on Sukuk and his fundamental 
critique on a few structures, there still 
exist key diff erences in using the Muda-
rabah, Musharakah and Wakalah struc-
tures; while the Murabahah structure 
has also received mixed acceptance. It is 

evident that each IFI is pulled towards 
the ‘right’ path as interpreted by its SSB 
but the diff erence between these two 
institutions can throw the customer into 
confusion.  It is about time that the UAE 
emulates others and take a proactive 
measure to further enhance the growth 
prospects of Islamic banking.

The federal Shariah board which was 
announced by the Central Bank of the 
UAE in May of this year is yet to see any 
progress in the public domain. Generally, 
the consensus among local Islamic 
banks and Islamic windows of domestic 
conventional banks is that the central 
bank should also set up a centralized 
Shariah governance unit within its ranks. 

This is required not only to bring 
harmony among various Islamic window 
models but also to provide an umbrella 
of acceptability for Islamic structure.

Moinuddin Malim is the CEO of Mashreq 
Al Islami. He can be contacted at 
MoinuddinM@mashreqalislami.com.

Attaining Shariah harmonization

The long-
awaited 

mortgage law is 
expected to regulate 
the kingdom’s real 
estate financing and 
investment, and boost 
its mortgage 
market
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Ridge Islamic Capital set the market 
abuzz upon its launch on the 20th 
September 2012, as the Egypt-based 
investment banking and asset 
management fi rm outlined plans aimed 
at capitalizing on the country’s large 
untapped market for Islamic fi nance. 

The fi rm was set up in May this year, 
aft er sister company Ridge Solutions 
International Holdings (Ridge Solutions 
International), based in Dubai, acquired 
Egyptian investment banking and 
asset management company El Rashad 
Holding. El Rashad, which operated 
under a conventional fi nance structure, 
will now convert its assets to comply 
with Shariah, with the entity now known 
as Ridge Islamic Capital.

Armed with an aggressive growth 
strategy and an overall conducive 
environment for Islamic fi nance in 
Egypt following the Islamist Freedom 
and Justice Party’s rise to power, Ridge 
Islamic seems to be entering the right 
market at just the right time.

Building the foundation
Ridge Islamic is backed by the Ridge 
Solutions group, an Angolan company 
with interests in sectors including 
engineering; project management and 
infrastructure development; residential 
and commercial property development; 
agriculture; aquaculture; investment 
fund management and corporate fi nance 
advisory services; and natural resources 
and industry. 

In Dubai, Ridge Solutions International 
seeks to obtain new banking licenses and 

operate funds in the MENA region, while 
the Ridge Solutions group is also present 
in Abu Dhabi via engineering fi rm 
Emirates Ridge Solutions Contracting.
The Ridge Solutions group is headed by 
José Ferreira Ramos, its chairman and 
executive president, who co-founded the 
group in 2004. The Angolan entrepreneur 
has a background in aviation and 
property development; and is also 
credited with spearheading the group’s 
foray into Islamic fi nance. 

Of note is that the Ridge Islamic has 
roped in veteran Islamic banker Dr 
Hussain Hassan as the chairman of its 
Shariah supervisory board. Hussain’s 
experience includes a stint as the head 
of structuring for Deutsche Bank’s 
MENA business and as the bank’s head 
of Islamic fi nance, before leaving to join 
UBS as its global head of Islamic fi nance 
and head of MENA securities structuring. 

At the launch of Ridge Islamic, Hussain 
noted that: “We believe that now is the 
right time for Ridge Islamic to emerge 
in Egypt and off er new and much 
needed investment solutions. Our team 
of experts has developed a number 
of structures...which would yield the 
same expected outcome as conventional 
investments.”

Getting a leg up
Despite its recent launch, Ridge Islamic 
will not be starting from scratch. 
The fi rm has taken over El Rashad’s 
existing business, which includes the 
management of three funds worth 
around EGP20 million (US$3.28 million), 
including the Misr Iran Bank Mutual 
Fund 3 launched in 2009 and a US$100 
million Arab-Islamic fund of funds, 
managed out of Bahrain. 

Ridge Islamic, which has paid-up capital 
of EGP22.5 million (US$3.69 million), 
will also see a further US$100 million 
capital injection from Ridge Capital 
Solutions, which could be used for 
the establishment of a US$150 million 
Shariah compliant fund of funds. It is 
also reportedly evaluating potential 
acquisitions as it seeks to add brokerage 
services to its capabilities. 

The fi rm is also expected to get a leg-up 
through the Egyptian government’s keen 
interest in developing Islamic fi nance 

in the country. In addition to its eff orts 
in developing legislation for Sukuk 
issuances in Egypt, the government has 
also targeted to increase the local Islamic 
fi nance industry’s market share to 35% 
from around 5% currently. 

Miguel R Henriques, the managing 
director of Ridge Islamic, noted that: 
“With a population that exceeds 83 
million and the government’s set 
target to increase Shariah compliant 
fi nance, Egypt represents an att ractive 
proposition for us to present and 
diff erentiate our products from modern 
and traditional Islamic banking.”

Early mover
While it may be early days yet for Ridge 
Islamic, the fi rm could also potentially 
benefi t from being an early mover 
in Egypt’s fl edgling Islamic fi nance 
market.  Although a handful of banks 
off er Islamic products, such as Al Baraka 
Bank Egypt and Abu Dhabi Islamic 
Bank’s Egypt unit, National Bank for 
Development, there remain prospects 
for Ridge Islamic to tap the Shariah 
compliant corporate and investment 
banking market. 

While Egypt’s EFG-Hermes is currently 
working on a strategic alliance on 
investment banking with Qatar’s Shariah 
compliant QInvest, that venture has 
yet to take off , leaving room for Ridge 
Islamic to quickly make its mark in the 
untapped market. 

Additionally, although the Islamic 
fi nance industry has waxed lyrical 
about the potential for Islamic fi nance 
in Egypt following the FJP’s emergence 
into power, Ridge Islamic appears to be 
the only fi rm that is walking the walk in 
tapping the market; and capitalizing on 
Egypt’s potential as a springboard into 
the rest of the MENA region. Ramos, 
who noted that the Arab spring had 
triggered drastic changes in the region, 
necessitating the adoption of a diff erent 
approact to identifying business and 
investment opportunities, also said that: 
“We strongly believe that starting the 
company in Egypt marks the beginning 
of providing Shariah compliant solutions 
in the region, which would enhance our 
revenues as well as our investors and 
shareholders’ value.”  — EB

Ridge Islamic Capital seeks to capitalize on Egypt’s budding 
Islamic finance market

Armed with 
an aggressive 

growth strategy 
Ridge Islamic seems 
to be entering the 
right market at just 
the right 
time
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The Republic of Turkey priced the 
issuance of its fi rst-ever sovereign 
Sukuk on the 18th September 2012, in 
a landmark deal that has been eagerly 
anticipated by the Islamic fi nance 
industry. The country raised US$1.5 
billion from the US dollar-denominated 
sale, which was priced competitively in 
comparison with existing government 
debt. 

“In line with its strategy to broaden its 
investor base and diversify fi nancing 
resources, [the Turkish] treasury plans 
to continue issuing lease certifi cates in 
the coming years as part of its annual 
fi nancing programs,” said the treasury. 

Structure and pricing
The so-called lease certifi cates are 
structured similarly to Sukuk Ijarah and 
follow Turkey’s introduction of lease 
certifi cates in April 2010. Turkey’s debut 
sovereign Sukuk is backed by state-owned 
properties and land in the country. 

Following its announcement on the 5th 
September 2012 of the appointment 
of Citigroup, HSBC and Liquidity 
Management House for Investment to 
arrange the Sukuk, the Turkish treasury 
announced on the 18th September that 
it had priced US$1.5 billion-worth of 
lease certifi cates at a profi t rate of 2.8%. 
The profi t rate is equivalent to 185 basis 
points over mid-swaps. 

The government achieved competitive 
pricing on the notes in comparison to its 
previous debt issuances, with the Sukuk 
issuance making up its second-cheapest 

debt sale made in 2012. Its last debt 
off ering comprised a sale of US$1 billion-
worth of conventional bonds off ering a 
coupon rate of 6%, while its lowest-priced 
sale comprised a JPY90 billion (US$1.15 
billion) yen-denominated off ering which 
pays a coupon rate of 1.47%. 

Orderbook
The notes received strong demand of 
almost US$7.5 billion from 250 accounts. 
According to the treasury, 58% of the 
certifi cates were allocated to Middle East 
investors, followed by Europe (13%), 
Asia (12%), Turkey (9%) and US (8%).

Demand for the papers is also seen to 
refl ect continued optimism on Turkey’s 
economy despite its proximity to 
Europe’s fi nancial crisis. Moody’s, which 
has assigned a ‘Ba1’ rating to the lease 
certifi cates, in tandem with Turkey’s 
government bond rating of ‘Ba1’, noted 
that the ratings refl ect the signifi cant 
improvement in Turkey’s public fi nances 
and the resulting increased shock-
absorption capacity of the government’s 
balance sheet; and policy actions taken 
which can potentially address external 
imbalances, such as Turkey’s large 
current account defi cit. The defi cit is also 
the largest credit risk the country faces, 
said Moody’s. 

The rating agency has also rated Turkey’s 
economic strength at ‘moderate-to-high’ 
and its fi nancial strength at ‘high’. It 
added that: “Although the international 
economic environment has become 
more challenging and Turkish domestic 
growth is slowing down, the country’s 
ongoing eff orts to reduce its debt burden 
are unlikely to be signifi cantly aff ected. 
The relatively minor and short-lived 
deterioration in Turkey’s public fi nances 
following the 2008-09 fi nancial crisis gives 
further cause for optimism.”  — EB 

Republic of Turkey’s US$1.5 billion lease 
certificates

The treasury 
plans to 

continue issuing 
lease certificates in 
the coming years as 
part of its annual 
financing 
programs

Republic of Turkey’s US$1.5 
billion lease certifi cates

US$1.5 billion

 

18th September 2012

Issuer Hazine Müsteþarlýðý 
Varlýk Kiralama Anonim 
Þirketi

Obligor Republic of Turkey

Issuance 
amount

US$1.5 billion

Tenor 5.5 years

Coupon rate / 
return

2.8%

Currency US dollars

Arranging 
banks

Citigroup, HSBC, 
Liquidity Management 
House for Investment

Structure / 
instrument

Ijarah

Underlying 
assets 

State-owned buildings 
and land in Turkey

Rating ‘Ba1’ (positive) by 
Moody’s
‘BB’ (stable) by S&P

Going on a business trip to Indonesia
Use IFN Researh Report to get ALL the information 

you need on Islamic fi nance in Indonesia
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In 2011, Islamic fi nance investments 
continued a long run of global growth 
to reach around US$1.3 trillion by 
year-end, with the UK still in fi rst place 
as the leading western provider of 
Islamic fi nance, hosting US$19 billion 
in Shariah compliant assets. London’s 
profi le as the western leader of Islamic 
fi nance has grown in recent years, 
(although institutions in the country 
have in fact been providing Shariah 
compliant fi nancial services for 30 
years) and London is seeking to further 
consolidate this position. 

The development of Islamic fi nance in 
the UK has been strongly supported 
over the last 10 years by government 
policies designed to broaden the market 
for Islamic products for both Shariah 
compliant institutions and conventional 
fi rms with Islamic windows; policies 
that have enjoyed broad cross-party 
support. Key policy objectives are two-
fold: Firstly, the UK government wanted 
to establish and maintain London as 
Europe’s leading center of international 
Islamic fi nance; and secondly, it wanted 
to ensure that nobody in the UK would 
be denied access to competitively priced 
fi nancial products on account of their 
faith.

Government initiatives
In 2003, the government established a 
specifi c fi scal and regulatory framework 
to facilitate the development of Islamic 
fi nance in the UK and to meet policy 
goals, with initiatives including the 
removal of double tax on Islamic 
mortgages and the extension of tax relief 
on Islamic mortgages to both companies 
and individuals, and the reform of 
arrangements for bond issuance to enable 
returns and income payments to be 
treated ‘as if’ interest, making London 
a more att ractive location to issue and 
trade Sukuk. The Financial Service 
Authority also launched initiatives to 
ensure that regulatory treatment of 
Islamic fi nance was made consistent 
with its own statutory objectives and 
principles.

Beyond government support, the UK 
off ers a number of other key strengths in 

the western Islamic fi nance competitive 
marketplace. First and foremost, fi ve 
fully Shariah compliant banks were 
established in the country between 2004 
and 2008, putt ing it in the lead in western 
Europe. The Islamic Bank of Britain is 
the fi rst wholly Shariah compliant retail 
bank established in the West. The other 
four are: 

- The Bank of London and The Middle 
East (BLME), an independent 
wholesale Shariah compliant bank 
off ering corporate banking, treasury 
and wealth management that 
comprises private banking and asset 
management. 

- Gatehouse Bank, a Shariah compliant 
wholesale investment bank operating 
in capital markets, real estate, asset 
fi nance, treasury business and 
Shariah advisory services.

- QIB UK, which off ers Shariah 
compliant fi nancing and investment 
products, and Shariah compliant 
investment banking services 
including trade fi nance, private 
equity and asset management.

- The European Islamic Investment 
Bank, the fi rst Shariah compliant 
Islamic investment bank authorized 
by the Financial Services Authority. 
Its off ering covers Islamic treasury 
and capital markets, Shariah 
advisory, private equity and asset 
management.

There are also another estimated 17 
conventional banks that have set up 
Islamic windows in the UK and this total 
of 22 Islamic banks substantially exceeds 
that in any other western country or 
off shore center. Moreover, many of those 
fi rms are members of UK Islamic Finance 
Secretariat, which is part of TheCityUK, 
and thus benefi t from this trade body’s 
eff orts to promote UK fi nancial services 
at home and abroad, and to lobby for 
favorable regulation that will support 
rather than hinder the development 
of the industry, be it conventional or 
Islamic.

The UK’s Islamic fi nancial product 
off ering is also broad, with 37 Sukuk 
worth US$20 billion currently listed on 
the London Stock Exchange, including 
10 raised in 2011. The UK also has a 
Takaful off ering, mainly through HSBC 
Amanah’s home insurance, and liquidity 
management facilities through treasury 
Murabahah, a key component of Islamic 
banks’ liquidity management options. 

These are usually commodity-based 
contracts of the London Metal Exchange 
that are traded off  exchange. SWIFT, the 
society for world interbank payments, 
has developed an automated messaging 
standard to support such Murabahah 
transactions in replacement of the 
traditional paper process.

Islamic funds in the UK
In terms of Islamic funds, BLME 
launched a real estate fund in 2011, 
and a total of seven Shariah compliant 
exchange traded funds (ETFs) and 
two Shariah compliant exchange trade 
products (ETPs) are listed on the London 
Stock Exchange. Previously, new 
off erings in 2009 had included a money 
market fund by the BLME and a Sukuk 
fund by QIB UK, and other off erings in 
2008 comprised a fund of equity funds 
launched by SEI — a world premiere 

Islamic finance in the UK: Soaring ambition  
Despite its leading position as a western Islamic fi nance hub, the UK Islamic fi nance industry faces growing 
challenges including the lack of a lender of last resort and the absence of a UK sovereign Sukuk. JAN DINGER 
explores.

continued...
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for this type of fund — the fi rst Shariah 
compliant retail capital-protected equity 
fund in the UK set up by Alburaq; and 
the launch of the FTSE Bursa Malaysia 
Hĳ rah Sharia Index by FTSE Group in 
association with Bursa Malaysia.

Real estate has also been an increasingly 
important asset class for Islamic fi nance 
transactions and banks in the UK. Islamic 
monies have proved to be a strong new 
source of funds for the UK real estate 
market, and in turn Islamic fi nance 
institutions in the UK have used real 
estate as an investible, tangible asset 
class on which to base their fi nancial 
structures. For non-UK investors, the 
focus has tended to be on prime or 
trophy assets, but in the last few months, 
mezzanine fi nance structures have been 
cropping up more oft en as an alternative 
means of investing in real estate. 

In such structures, the majority of the 
loan follows a conventional, interest-
based structure and a minority is 
governed separately, in a Shariah 
compliant way. A senior conventional 
bank and a Shariah compliant 
mezzanine lender enter into an inter-
creditor agreement which governs 
the way each loan is treated and takes 
into account the Shariah compliance 
requirements of the mezzanine lender, 
the conventional bank managing the 
interest-based tranche of the loan and 
the mezzanine lender managing the 
Shariah compliant tranche.
 
In addition to this variety of products, 
the UK’s Islamic banks, Sukuk issuers, 
exchange-traded product providers and 
mezzanine lenders, etc. are supported 
by a sturdy infrastructure of law fi rms, 
services fi rms and educational facilities. 
The UK is a major global provider of the 
specialist legal expertise required for 
Islamic fi nance, with around 25 major 
law fi rms providing legal services in 
Islamic fi nance. 

Moreover, the largest professional 
services fi rms all have Islamic fi nance 
teams in the UK to provide the whole 
array of necessary specialist services 
including advice on tax, listings, 
transactions, regulatory compliance, 
management, operations and IT 
systems to help institutions ensure their 
operations are compliant.

Education 
In terms of specialist education, 
as global demand for skills grows 
following the expansion of Islamic 
fi nance, the UK institutions are at the 
international forefront of providing 
qualifi cations for the industry. Courses 
in Islamic fi nance are off ered by the 
Chartered Institute for Securities and 
Investment (CISI), the Chartered Institute 
of Management Accountants, the 
Association of International Accountants 
and the Institute of Islamic Banking and 
Insurance; while at least 10 universities 
and business schools off er an Islamic 
fi nance qualifi cation, and the Islamic 
Finance Council UK has developed 
a scholar professional development 
program in conjunction with the 
CISI, with the objective of teaching 
conventional fi nance to Shariah scholars 
worldwide. 

Challenges
However, the UK’s Islamic fi nance 
industry also faces certain challenges. 
One of these is that, for Islamic banks, 
there may be no lender of last resort 
with regards to liquidity management, 
since the Bank of England does not off er 
Shariah compliant facilities.

Another is the lack of a UK sovereign 
Sukuk. The Islamic fi nance industry 
in the UK is keen for one, but the 
government does not currently have 
plans for one. Lord Sassoon, the 
commercial secretary to the Treasury, 
made a statement on the matt er in 
January 2012, saying that a UK sovereign 
Sukuk “does not currently off er value 
for money, at a time when Treasury gilts 
are giving their lowest yield. The priority 
[for the Treasury] is to raise the cheapest 
debt in relation to fi scal discipline”. 

There had been an original plan for a 
UK sovereign Sukuk, for approximately 
GBP2 billion (US$3.2 billion) with a 
GBP100-200 million (US$162-324 million) 
initial issuance, the UK government 
using its own assets to support it via 
a lease structure to ensure Shariah 
compliance (the government would have 
leased the right to use assets, such as 
bridges or roads, to a special purpose 
vehicle company against payment of a 
rental stream). The issuance of such a 
sovereign Sukuk would bring UK Islamic 
banks an important outlet in which 

to invest because it would present no 
danger of contamination by interest. 

Meanwhile, the Basel III regime due to 
come into force will mean that the only 
commercial paper on which UK Islamic 
banks could currently rely would be 
that issued by the Islamic Development 
Bank, severely limiting Islamic fi nancial 
institutions’ access to this type of assets. 

In the absence of a UK sovereign 
Sukuk, there has therefore been a call 
for UK Islamic banks to be able to 
keep deposits at the Bank of England 
as a safe haven, but without a UK 
or European government Sukuk the 
continued development of UK Islamic 
banks will be hindered. Unfortunately, 
many commentators have said that 
the European debt crisis has made the 
issuance of a sovereign Sukuk in Europe 
a more remote possibility.

Until recently, the UK had enjoyed an in-
built advantage in its att empt to become 
the hub of Islamic fi nance in Europe, 
which is the fact that English law is 
oft en the governing law of international 
Islamic fi nance transactions. For example, 
a Swiss bank and a Middle Eastern 
counterparty wanting to enter into an 
Islamic fi nance transaction will oft en 
choose to use English law to structure 
their documentation in order to give 
fl exibility and certainty to both sides. 

Nonetheless, in recent years other 
western jurisdictions have begun to put 
in place measures designed to att ract 

Continued

In the absence 
of a UK 

sovereign Sukuk, 
there has therefore 
been a call for UK 
Islamic banks to 
be able to keep 
deposits at the Bank 
of England as 
a safe haven

continued...



22© 26th September 2012

FEATURE

Islamic fi nance transactions. For example, 
Ireland introduced a tax neutrality 
regime for Islamic fi nance in 2010, and 
has signed over 60 double tax treaties 
ensuring there is no double taxation 
for such structures, with countries such 
as Malaysia, Saudi Arabia or the UAE. 
Luxembourg ruled out a government 
Sukuk in 2011, but has att racted over 
40 Islamic funds so far and heavily 
promotes its support of Islamic fi nance. 

If it went back on its decision, being 
the fi rst European country to issue a 
government Sukuk would certainly 
put it on the map in a very signifi cant 
way. Turkey is also a country to watch. 
Straddling Europe and Asia, it has a 
70 million plus population that is 99% 
Muslim. Companies in Turkey are 
allowed to issue Islamic compliant debt 
and the fi rst corporate Sukuk has already 
been undertaken by a leading Turkish 
bank while the country recently also 
issued its fi rst sovereign Sukuk. 

Conclusion
Despite its a fi rst mover advantage, solid 
infrastructure and strong government 
support to help keep it in the lead, the 
UK nonetheless faces rising challenges 
in the lack of a lender of last resort and 
the absence of a UK sovereign Sukuk, 
at a time when a number of neighbors 
are putt ing particular eff orts in place 
to edge ahead. If it wants to maintain 
its competitive advantage and leading 
position, the UK will need to continue 
to bolster its support for the industry 
and strengthen Islamic banking 
infrastructure.

Jan Dinger is the regional sales director at 
Advent Soft ware. He can be contacted at jan.
dinger@advent.com. 
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With Ernst & Young’s recent report 
highlighting that global demand for 
Sukuk is expected to grow threefold to 
US$900 billion over the next fi ve years, 
there is litt le doubt that the Sukuk 
market has witnessed an unparalleled 
proliferation amongst issuers and 
investors alike. 

A myriad of factors ranging from an 
increase in Shariah compliant real money 
investors such as fund managers and 
insurance companies to a seemingly 
inelastic thirst for high grade Islamic 
securities by cash-rich investors have 
contributed to the demand side of the 
Sukuk market. Moreover, recently 
successful longer-tenored sovereign 
Sukuk issues by the governments of 
Qatar, Dubai and Indonesia have also 
shed light on both the growing cross-
border participation of Sukuk investors 
and new found appetite further along 
yield curves.  Taken in whole, these 
changing dynamics are pushing the 
envelope pertaining to the breadth and 
depth of the Sukuk investor base. 

On the supply side of the Sukuk market, 
both repeat and debut issuers have 
increasingly tapped the Sukuk capital 
markets for term funding. With Turkey 
roadshowing this week for a potential 
debut sovereign Sukuk off ering and 
Egypt amending laws to facilitate Sukuk 
issuance, governments are jumping on 
the bandwagon in recognition of Sukuk 
as a vehicle to mobilize the signifi cant 
liquidity sitt ing on the balance sheets 
of GCC, Middle Eastern, and Asian 
investors.

But while the growth of the Sukuk 
market has been at the very least 
commendable, there remain several 
bott lenecks and formidable structural 
constraints which are hindering the 
otherwise resilient growth of this asset 
class. 

Given the asset-based nature of 
Sukuk, which requires the sale and 
re-purchase of underlying assets which 
are oft en impacted by double taxation 
repercussions, most sovereigns today 
need to address taxation laws and 

stamp duties via government-sponsored 
legislative initiatives  to ensure Sukuk 
issuance is no costlier than conventional 
bond issuance. Additionally, the 
successful earmarking of tangible 
government assets for Sukuk issuance 
requires political consensus and taken 
together, these will help create a level 
playing fi eld. In this regard, the world 
should take Malaysia as an example 
given its tax neutrality initiatives which 
have provided the impetus for the 
ringgit-denominated Sukuk market to 
constitute the overwhelming majority of 
the global Sukuk market.

An assessment of the global Sukuk 
market also reveals that the majority of 
issuance stems from sovereign, fi nancial 
institutions and state-linked enterprises 
with limited issuance from corporates. 
Given the historic and traditional reliance 
on bank lending in funding expansion 
and working capital needs, corporates 
need to be provided with more tax 
incentives by their governments to 
explore fund raising via Sukuk. Until 
this materializes, asset concentration will 
continue to dog portfolio managers. 

Price transparency, a pillar of developed 
fi xed income markets, remains an elusive 
goal for the Sukuk market. While we 
have seen an ever-growing number 
of brokers, bank-dealers, and market 
makers provide two-way pricing in 
international Sukuk issues, potential 
buyers remain largely opaque in their 
price discovery. Moving towards a more 
centralized trading platform from the 

existing highly fragmented nature of the 
bilateral OTC markets would be a step in 
the right direction. Furthermore, while 
exchange listings of Sukuk have become 
increasingly common, these listings in 
and of themselves do not guarantee 
liquidity. A shift  from mere Sukuk 
listings on exchanges to easily accessible 
exchange-traded Sukuk platforms that 
provide real-time pricing could increase 
price transparency. 

One of the most entrenched structural 
constraints to the growth of Sukuk is the 
very nature of Sukuk end-buyers. While 
there is unanimous consent amongst the 
global Sukuk community in scapegoating 
the ‘hold to maturity’ nature of investors 
that is constraining liquidity and 
contributing to a pent-up demand for 
Sukuk, from my vantage point there is 
a litt le more to this than meets the eye. 
While holding securities to maturity has 
been the modus operandi for regional 
Sukuk investors, many regional investors 
lack suffi  cient know-how as well as 
the respective platforms and tools to 
effi  ciently and actively manage their 
Sukuk portfolios and balance sheet risks. 
While this is exasperating - the ‘book it 
and forget about it’ mentality - it is by no 
means irreversible. 

To address this knowledge gap, 
Sukuk stakeholders (namely global 
fi nancial institutions, central banks, 
standardization bodies) must continue 
the process of educating investors on the 
readily available tools such as Shariah 
compliant repos, profi t rate swaps 
and cross-currency swaps which are 
instrumental in managing Sukuk-related 
risks. 

Moreover, the establishment of broad 
Sukuk trading lines by regional 
investors with market participants 
across geographies would signifi cantly 
enhance their distribution networks and 
provide Sukuk buyers with exit options 
prior to maturity. It is also incumbent 
on the industry to raise awareness 
amongst Sukuk buyers on the diff erent 
risks associated with holding Sukuk to 
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Taking Sukuk to the next level
Although the Sukuk market has seen a dramatic growth spurt on both the demand and supply side, considerable 
challenges remain which are hindering its otherwise resilient development. MALEK KHODR TEMSAH discusses 
how the sector can fulfi ll its true potential.  
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maturity as opposed to holding securities 
in trading books or available-for-sale 
books (where market risk, liquidity risk, 
and profi t rate risks factor in). 

For all the growth witnessed in the 
Sukuk market as a result of increased 
participation by international fi nancial 
institutions, we have yet to see any 
meaningful involvement by retail 
investors given minimum investment 
hurdles. 

Moreover, while Sukuk fund managers 
have increasingly been successfully in 
meeting retail investors’ demand for 
greater access to a plethora of Sukuk 
issues, the scales remain heavily skewed 
towards reliance on institutional 
participation. 

Despite the high publicity Sukuk is 
garnering in the media and while 
many retail investors are now familiar 
with Sukuk as an investment option, 
there remains a signifi cant disparity 
between knowledge of what Sukuk 
are in comparison to how to go about 

investing in Sukuk. In this regard, local 
regulatory authorities should liaise 
with banking institutions in raising 
awareness of Sukuk off erings on a micro 
level, marketing these off erings vis-à-vis 
branches, and introducing frameworks 
to meet the concerns of retail Sukuk 
investors. 

Greater retail participation in the Sukuk 
markets will contribute to increased 
liquidity and stability which in turn will 
help add a new dimension to the growth 
in Sukuk markets. 

While talk of Islamic fi nance as a passing 
fad is long gone, what remains to be 
proven is whether the Sukuk market can 
overcome these bott lenecks, fulfi ll its 
potential and truly get to that next level.  

Malek K Temsah is the head of Sukuk 
investments at Bahrain-based Al Baraka 
Banking Group and was previously with the 
European Islamic Investment Bank and Bank 
of America. He can be contacted at mtemsah@
albaraka.com.
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Sub-Saharan Africa in general, and 
the WAEMU zone in particular, falls 
within the category of developing 
countries. Despite the proven positive 
impact of good infrastructure and 
effi  cient fi nancial system on economic 
growth, these countries are still 
characterized by an underdeveloped 
infrastructure and fi nancial system. 

Indeed, sub-Saharan Africa 
consistently ranks on the bott om of 
developing regions in term of access to 
infrastructure services. Furthermore, 
in 2008 Africa’s total infrastructure 
fi nancing needs stood at an estimated 
US$93 billion out of which only US$45 
billion were actually fi nanced, implying 
the existence of a considerable gap. 
On the other hand, the overview of 
the WAEMU system presented in 
the previous section of this report 
illustrates a underdevelopment of the 
fi nancial system even comparative to 
that of other developing countries in 
Africa. 

In terms of infrastructure, WAEMU 
countries perform considerably worse 
than other low-income countries. Not 
only are the infrastructure services 
relatively expensive in the WAEMU 
zone but also the quality of service is 
comparatively poor.  Thus, to address 
the challenge of defi cient and expensive 
infrastructure and meet the basic 
infrastructure thresholds in WAEMU 
countries within a 10-year period, an 
annual spending of 19% of the GDP 
is required.  Currently, only 8% of 
the GDP is allocated to infrastructure 
development in WAEMU which means 
a gap of 11% (IMF, 2010).

In the following paragraphs we argue 
that the eff ective establishment of a 
Sukuk market in the WAEMU region 
would positively aff ect the economies 
in the region.

A Sukuk market to efficiently 
fill the infrastructure gap
The sovereign debt crises in the US and 
the Eurozone have revealed emerging 
countries, particularly in Asia, as a strong 
center of world saving. More specifi cally, 
the surge of gas and oil prices has 
poured an excess of liquidity in the Gulf 
Cooperation Council (GCC) countries. 
Thus, the wealth in the hands of Middle 
Eastern high net worth individuals 
(HNWI) alone was estimated at US$1.5 
trillion in 2009, which is close to the 
amount of wealth managed by the Arab 
sovereign funds which stood at US$1.6 
trillion in 2010. In 2011, the assets held 
by Islamic fi nancial institutions were 
estimated at more than US$1.3 trillion 
with an average growth rate of 15-20% 
a year, according to KFH Research. This 
explains the increasing interest of many 
non-Muslim countries such as the UK, 
Japan, Hong Kong, South Korea and 
France in Islamic fi nance. 

WAEMU countries appear to have more 
reasons to benefi t from this excess of 
liquidity given their needs for external 
funds and the historical, geographic 
and religious ties that link them to the 
GCC region. A well-developed Sukuk 
market would be of benefi t not only to 
diversify the source of funding for these 
countries but also to enhance effi  ciency 
and discipline in the management of 
government expenditure. Iqbal and 
Khan (2004) suggest that the utilization 
of Sukuk structures along with the 
variants of Build-Operate-Transfer 
(BOT) constitute a bett er alternative to 
conventional fi nancing which is based on 
interest. The reason for this is twofold.

First, given that Sukuk and Islamic 
fi nancing in general are based on real 
assets, they are expected to enhance 
the stability of the fi nancial institutions 
and markets. This feature ensures a 
stronger connection between the fi nancial 

sector and the real sector of economy 
and renders the system less prone to 
speculative activities which are the cause 
of many crises. Second, such a policy 
consisting of fi nancing government 
expenditure through Islamic fi nancial 
instruments is expected to discipline 
public expenditure, as availability of 
fi nance without an asset will be very 
limited. As a result, greater prudence 
will be introduced in the overall 
macroeconomic management as well as 
in the effi  ciency of microeconomic units 
operating in an economy.

On the other hand, we have put forth 
various fi gures showing a low level of 
credit to private sector and a low gross 
domestic saving in WAEMU. Thus, 
the various Sukuk structures could be 
alternative/complementary instruments 
to fi nance some pertinent projects of the 
private sector in the region.

We are of the view that the above 
arguments represent pertinent elements 
for considering Sukuk as an option to fi ll 
the infrastructure gap in the WAEMU 
zone and to increase the level of credit to 
the private sector.

A Sukuk market as a platform 
for liquidity management 
for Islamic banks in WAEMU 
and for monetary policy for 
BCEAO 
As of December 2011, there are only 
two Islamic banks in all WAEMU 
regions: Banque Islamique du Sénégal 
and Banque Islamique du Niger pour 
le Commerce et l’Industrie respectively 
in Senegal and Niger. However, the 
potential of Islamic fi nance in these 
countries is high given the proportion of 
Muslims in the populations in addition 
to other economic and institutional 

The development of the Sukuk market in the 
West African Economic and Monetary Union 
Part two: The Sukuk market — opportunities 
The West African Economic and Monetary Union (WAEMU) countries, though inhabited by a majority-Muslim 
population, have yet to see an eff ective introduction of Islamic fi nance. In the second part of our special 
report DR ABDOU DIAW, ABDOUL HADRE ANDRE KONE, MOHAMED MOUSSA KOITA and IBRAHIM 
DIAMBEIDOU OUMAROU examine the potential opportunities for the development of an eff ective Sukuk 
market in the region.  

continued...
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advantages on which we will elaborate 
later. More practically, the Islamic 
Corporation for the Development of 
the Private Sector (ICD), a subsidiary 
of Islamic Development Bank (IDB), 
has entered into partnership with Bank 
of Asya to establish Tamweel Africa, 
a holding company to boost Islamic 
fi nance in West Africa. As of December 
2011, Tamweel Africa has in its portfolio 
four Islamic banks in West Africa, 
namely: Banque Islamique du Sénégal, 
Banque Islamique de la Guinée, Banque 
Islamique de la Mauritanie  and Banque 
Islamique du Niger pour le Commerce et 
l’Industrie.

The absence of a specifi c legal and 
regulatory framework for Islamic fi nance 
in WAEMU makes it quite diffi  cult for 
Islamic fi nancial institutions to operate 
competitively and to propose true 
Shariah compliant products. Among the 
most serious constraints that impede 
the development of Islamic banks in 
WAEMU is the inadequacy of the traded 
money market instruments for liquidity 
management. Indeed, treasury bills 
(T-bills) are the main instruments in the 
regional money market and they are 
interest-based. Thus, to off er adequate 
alternative to Islamic banks,  the Banque 
Centrale Des Etats de l’Afrique de 
l’Ouest (BCEAO), the common central 
bank of the WAEMU countries, may 
consider issuing variant structures of 
Sukuk to help these banks manage 
their liquidity in a way that conforms to 
Shariah principles. 

It is worth mentioning that even the 
conventional banks can subscribe to these 
Sukuk, implying potentially a wider 
market. Furthermore, to ensure a level 
playing fi eld the Islamic money market 
instruments should be granted the 
same advantages as their conventional 
counterparts as for the latt er the interest 
earned on them is tax exempt, carries 
a zero weight risk in the calculation 
of the capital adequacy ratio, and can 
be refi nanced at the BCEAO to obtain 
liquidity. As shown in the previous 
section, such a move would constitute an 
additional platform for all the banks to 
handle their excess of liquidity which is 
distinctive feature of banks in WAEMU.

Furthermore, with the prospect of having 
more Islamic banks in the WAEMU 
zone, these Sukuk would be additional 

instruments for monetary policy at the 
disposal of BCEAO. However, as we will 
elaborate in the next section, the relevant 
reform of the regulatory framework 
is necessary to integrate the Islamic 
fi nancial products as endorsed money 
market instruments.

A Sukuk market in the 
WAEMU region for Shariah 
compliant investment and 
diversification
KFH Research has identifi ed, in its 
Global Sukuk Report 2012, some key 
drivers of the remarkable development of 
the Sukuk market. These are:

- Growing preference for Shariah 
compliant products;

- Massive liquidity looking for Shariah 
compliant debt;

- Growing wealth within the Islamic 
world;

- Infrastructure development; and
- Economic diversifi cation away from 

gas and oil. 

These fi ndings support similar results 
from other studies presenting Sukuk 
as a good vehicle for diversifi cation. 
Cakir and Raei (2007) show that Sukuk 
are a diff erent asset class compared to 
conventional bonds, as evidenced by 
their diff erent price behavior. They hold 

that if an investor is ready to allocate a 
certain amount of funds in the bonds 
of a certain issuer, diversifi cation by 
including Sukuk in the investment 
portfolio could signifi cantly reduce the 
portfolio’s Value-at-Risk (VaR) compared 
to a strategy of investing only in 
conventional bonds of that issuer. Even 
though such a result could be expected 
based on portfolio theory, the extent of 
the reduction however, suggests very 
diff erent behavior of the Sukuk prices 
in the secondary market compared to 
conventional bonds. 

In addition to this fi nancial 
diversifi cation, a Sukuk market in 
the WAEMU region would present 
an opportunity for geographic 
diversifi cation that would enhance the 
return to international investors.

However, to take full advantage of the 
development of a Sukuk market in 
the WAEMU region the spirit as well 
as the form of Islamic fi nance should 
be respected for the credibility of the 
market. Indeed, over the recent years 
some Sukuk structures have been the 
subject of many controversies over their 
Shariah compliance and/or economic 
effi  ciency. This led to the famous AAOIFI 
resolution in 2008 followed by that of 
the Jeddah-based Islamic Fiqh Academy 
in 2009, both of them emphasizing the 
conditions that must be met by Sukuk 
structures for their compliance with 
Shariah.  Therefore it would be indicated 
for the WAEMU authorities to consider 
Sukuk structures as an appropriate 
vehicle to fi nance value adding projects 
or assets with a linkage of the return 
to the performance of the underlying 
project/asset or its proxy.

Next week, the third and fi nal section 
of this special WAEMU report will take 
a look at the challenges and obstacles 
facing the developing of a Sukuk market 
in the region. 

Dr Abdou Diaw is a lecturer/consultant 
in Senegal and can be contacted at 
abdoulkarimdiaw@yahoo.com. Abdoul Hadre 
Andre Kone, Mohamed Moussa Koita and 
Ibrahim Diambeidou Oumarou are masters 
students at Sup de Co Dakar in Senegal 
and can be contacted at ahakone@yahoo.fr, 
mkoita4@yahoo.fr and idiambeidou@yahoo.fr, 
respectively.
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It has been a busy month for two of 
the world’s largest markets for Islamic 
funds, with numerous fund launches. 
In Saudi Arabia, HSBC launched a 
GCC Equity Income Fund that off ers 
investors the opportunity to diversify 
into Shariah compliant equities listed 
on the GCC markets.

The emphasis, according to Osamah 
Shaker, the managing director and 
head of fi nancial markets at HSBC 
Saudi Arabia, is on the ability to invest 
in fundamentally sound GCC-listed 
companies that off er regular dividends 
and the possibility of growth over the 
long-term. He added that investing in 
GCC markets is an important part of any 
diversifi ed investment portfolio.

Over in Malaysia, two asset management 
companies launched funds in diff erent 
asset classes. Permodalan BSN, a wholly-
owned unit trust management company 
of state fi nancial institution Bank 
Simpanan Nasional, launched BSN Dana 
Dividend Al-Ifrah: which aims to provide 
consistent income to its customers by 
investing in dividend stocks that pays 
regular dividends. This is Permodalan 
BSN’s third such Shariah compliant fund.

Also launching a new Islamic fund is 
the investment arm of the country’s fi rst 
Islamic bank, Bank Islam. Dana Al-
Fakhim is a money market fund to be 
managed by BIMB Investment, targeting 
investors with a low risk tolerance level 
besides obtaining a regular stream 
of income by investing in short-term 
debentures, money market instruments 
and placements in short-term deposits. 

According to Zukri Samat, the managing 
director of Bank Islam, the fund’s asset 

allocation will be very fl exible, moving 
between equity and fi xed income 
investments depending on market 
conditions.

Fund launches are always positive 
news, as they provide investors – retail 
and institutional - with more options to 
invest. 

However, not all Islamic funds have 
proven to be successful. In Asia, there 
have been several funds that have closed 
as they failed to reach the targeted assets 
under management. This is also true for 
several funds in the Middle East. 

This begs the question — would it 
be bett er to provide investors with a 
larger array of Islamic funds of the 
same asset class or would it be bett er 
for asset management companies to 
consolidate funds of the same asset class 
or investment objectives to strengthen the 
product instead?

Another question that off ers an 
interesting discussion topic is the 

approach of marketing Islamic funds 
globally. In Malaysia, labeling a fund 
Islamic has not prevented or deterred 
non-Muslims from investing in the funds 
as long as the returns are favorable. 

However, the same cannot be said about 
such funds marketed in other non-
Muslim regions such as Europe and the 
US. Saturna Capital, which has been 
managing its Shariah compliant Amana 
stable of funds for over two decades, has 
adopted a diff erent approach — using 
its performance as the main criteria 
instead of the Islamic label. As the funds 
consistently outperform the conventional 
market, 70-80% of its investors are now 
non-Muslims drawn to their superior 
performance. 

Abdul Jalil Abdul Rasheed, CEO of 
Aberdeen Islamic Asset Management, is 
of the view that there are some players 
in the Islamic funds industry who 
are fi xated on having the fund being 
labeled Islamic. However, he is in the 
league of those that prefer to allow the 
performance or track record of the fund 
be the main att raction, along with the 
additional and complementary draw of 
being a socially responsible investment. 

The Islamic funds industry surpassed the 
US$60 billion mark last year according to 
KFH Research. How it moves forward to 
reach the next level will be a key topic on 
the agenda of this week’s IFN Issuers & 
Investor’s Asia Forum 2012.  — RW

Points to ponder
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Fact sheet
Fund Manager Eastspring Investments 

Berhad 

Trustee Deutsche Trustees 
Malaysia Berhad

Shariah Advisor IBFIM 

Benchmark 
(Index)

50% FTSE Bursa 
Malaysia Syariah Emas 
(FBMS) + 50% Maybank 
12-mth(GIA) Tier II rate

Domicile Malaysia 

Launch Date 25th February 2004 

Fund 
Characteristics
*(As at 31st 
August 2012)

Fund Type
Open
Fund Size
RM37 million (US$12.05 
million)
NAV per share  
RM0.8429 (US$0.2746)
Minimum Investment 
RM1,000 (US$325)
Subsequent Investment
RM100 (US$32.55)
Management Fee
1.25% of NAV

What led to this fund being launched? 
This fund was fi rst launched to cater to 
the market’s need for a Shariah compliant 
fund that has the fl exibility to fully invest 
into either Shariah compliant equities 
and/or Sukuk and Shariah compliant 
money market instruments. 

Why has this particular region / asset 
class been chosen?
These particular mixed asset classes 
were chosen to provide the fund with a 
defensive strategy, enabling it to adapt 
to changes in market and economic 
conditions. This fund provides investors 
with capital appreciation through 
investments in Shariah compliant 
equities, but at the same time it can turn 
defensive through investments into 
more conservative assets such as Sukuk 
and Shariah compliant money market 
instruments.

What specifi c risks does the fund take 
into consideration? And why?
As a Shariah mixed asset fund, the fund 
takes into account the reclassifi cation of 
Shariah status risk, security risk, credit 
risk and interest rate risk in general.

How oft en do you review this fund?
Eastspring Investments Dana Dinamik 
is an actively managed fund. Weekly 
research meetings are also held to review 
stock and sector calls, assess new stock 
ideas and emerging themes.

What are the sectors you are heavily 
invested in and why?
We are overweight in the telecommuni-

cation and oil & gas sectors. Some telco 
stocks provide us with good dividend 
yield while the oil & gas companies will 
benefi t from the ETP and aggressive 
capital expenditures by Petronas.

What are the sectors you have recently 
exited and why?
We have exited the airline sector due to 
the tough operating environment. We are 
also underweight the plantation sector 
as CPO production is coming off  and yet 
inventory is rising, implying weakening 
demand.

What is the market outlook for this 
fund?
The domestic equity market continues 
to be supported by ample liquidity and 
sound corporate fundamentals. 

However, the timing of the next general 
elections is creating a drag on the 
market. We have learnt over the many 
years of our existence to avoid timing 
the market. Successful exploitation of 
pricing ineffi  ciencies driven by irrational 
investor behavior during current market 
volatilities can generate superior long-
term returns. 

Against this backdrop, Eastspring 
Investments Dana Dinamik is 
constructed to lower its overall portfolio 
risks with stock selection focusing on 
fundamentally strong growth and high 
dividend yielding stocks. Meanwhile, the 
position in fi xed income acts as a buff er 
to provide suffi  cient liquidity for the 
fund.

Eastspring Investments Dana Dinamik
Objective: The fund seeks to provide investors with capital appreciation by actively investing in Shariah-approved 
equity and equity-related securities. For defensive consideration, the fund may invest in Shariah-approved 
debentures and money market instruments

*Comparison Graph 

Sources: Lipper for Investment Management. Past performance is not necessarily indicative 
of future performance. 
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Eastspring Investments Dana Dinamik
Benchmark

*Asset allocation

Telecommunications  25.72%
Oil & Gas 21.21%
Fixed Income Securities 11.42%
Power 7.06%
Auto 6.66%
Conglomerates 5.49%
Cash & cash equivalents 5.16%
Consumer 4.04%
Plantation 3.73%
Construction / Infrastructure 3.51%
Properties 2.21%
Transport / Logistic related 1.76%
Manufacturing 1.04%
Media   0.99% 

*Performance
Six 

months
One 
year

Since 
inception

Fund 9.97% 16.65% 107.42%

Benchmark 3.40% 10.75% 56.60%

Source: Lipper
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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 Islamic Fund Index

In
de

x 
Va

lu
es

Top 10 Yield-to-Date Returns for ALL Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Atlas Pension Islamic — Equity Sub Atlas Asset Management 50.80 Pakistan

2 Meezan Tahaff uz Pension — Equity Sub Al Meezan Investment Management 37.19 Pakistan

3 Al-Hadharah Boustead REIT MIMB Investment Bank 35.06 Malaysia

4 Faisal Islamic Bank of Egypt Mutual Hermes Fund Management 25.28 Egypt

5 Meezan Balanced Al Meezan Investment Management 25.14 Pakistan

6 Atlas Islamic Stock Atlas Asset Management 23.62 Pakistan

7 Aman — CIB & Faisal Islamic Bank Mutual Commercial International Asset 
Management

23.23 Egypt

8 Al Baraka Hermes Fund Management 22.54 Egypt

9 Jadwa Saudi Equity Jadwa Investment 22.37 Saudi Arabia

10 Al-Saff a Saudi Equity Trading Banque Saudi Fransi 22.09 Saudi Arabia

Eurekahedge Islamic Fund Index 5.70

Based on 68.90% of funds which have reported August 2012 returns as at 25th September 2012 

Top 5 Real Estate Funds by 3 Month Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Al-Hadharah Boustead REIT MIMB Investment Bank 17.51 Malaysia

2 Al Qasr GCC Real Estate & Construction Equity Trading Banque Saudi Fransi 1.56 Saudi Arabia

3 Al-'Aqar KPJ REIT AmMerchant Bank 1.45 Malaysia

4 Al Dar Real Estate ADAM 0.10 Kuwait

5 Markaz Real Estate Kuwait Financial Centre -0.62 Kuwait

Eurekahedge Islamic Real Estate Index 4.00

Based on 62.50% of funds which have reported August 2012 returns as at 25th 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
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en
ta

ge

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

Based on 90.9% of funds which have reported August 2012 returns as at 25th Septembern 2012

Top 5 Fund of Funds by 3 Month Returns

Fund Fund Manager Performance Measure Fund Domicile

1 Al Rajhi Multi Asset Growth Al Rajhi Bank 4.14 Saudi Arabia

2 Al Yusr Tamoh Multi Asset Saudi Hollandi Bank 3.52 Saudi Arabia

3 AlManarah High Growth Portfolio The National Commercial Bank 2.84 Saudi Arabia

4 Al-Mubarak Balanced Arab National Bank 2.20 Saudi Arabia

5 AlManarah Medium Growth Portfolio The National Commercial Bank 1.86 Saudi Arabia

Eurekahedge Islamic Fund of Funds Index 1.69

Pe
rc

en
ta

ge

Top 10 Sharpe Ratio since inception for ALL Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Tahaff uz Pension — Money Market Sub Al Meezan Investment Management 10.36 Pakistan

2 Meezan Tahaff uz Pension — Debt Sub Al Meezan Investment Management 4.96 Pakistan

3 Atlas Pension Islamic — Debt Sub Atlas Asset Management 4.89 Pakistan

4 Public Islamic Money Market Public Mutual 3.85 Malaysia

5 SR International Trade Finance — (Al Sunbula) Samba Financial Group 3.31 Saudi Arabia

6 Al Rajhi Commodity Mudarabah — USD Al Rajhi Bank 3.00 Saudi Arabia

7 USD International Trade Finance — (Al Sunbula) Samba Financial Group 2.88 Saudi Arabia

8 PB Islamic Cash Management Public Mutual 2.82 Malaysia

9 Commodity Trading — SAR Riyad Bank 2.73 Saudi Arabia

10 Public Islamic Income Public Mutual 2.54 Malaysia

Eurekahedge Islamic Fund Index 0.07

For funds having a track record of at least 12 months as at end August 2012
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Cover story

Oman’s eff orts to create a domestic 
Takaful industry seem to have hit a 
major roadblock in recent weeks, with 
local insurance operators protesting the 
proposed paid-up capital requirement 
of OMR10 million (US$26 million) 
as stipulated in the country’s draft  
law for Takaful fi rms. The insurance 
regulator, the Capital Market Authority 
(CMA), has proposed the amount for 
the formation of standalone Takaful 
companies; a move which market 
players claim to be unfeasible at 
present. 

Nassir Salim Al Busaidi, the chairman of 
the Oman Insurance Association, said: 
“OMR10 million (US$26 million) is too 
much for a small industry like Takaful. I 
do not think the Takaful business will be 
more than 10-20% of the entire insurance 
business.” He added that a practical 
move would be to allow insurance 
companies to set up window Takaful 
operations, or for it to be a joint eff ort 
amongst national insurance operators 
in order to fi rst test the waters. This, he 
said, would allow companies to gauge 
the demand for Takaful, and eventually 
help them decide if it was worth sett ing 
up a separate company to specifi cally 
handle Takaful services. 

The lack of an Islamic banking sector in 
Oman poses the most glaring problem 
in the paid-up capital issue, with Nassir 
stating that Takaful fi rms in Oman will 
fi nd it diffi  cult to invest in currently 
non-existent Shariah compliant fi nancial 
products in the country. “The demand 
for Takaful products will be aided by 
Islamic banks and window operations as 

they need to invest in Shariah compliant 
insurance products.”  

The Oman Insurance Association is 
currently in the process of submitt ing a 
memorandum to the CMA to address its 
concerns with the draft  regulations, and 
will possibly conduct a market study to as-
sess the benefi ts of the proposed draft  law. 

It was previously revealed in August 
that the Oman National Investment 
Corporation was in talks with a regional 
Takaful player to set up a joint venture 
Takaful company in Oman, and had 
received in-principal approval from the 
CMA to go forth with the deal. However, 
there have not been any updates on the 
discussion. 

The country is also in the process of 
releasing a draft  law for Sukuk debt 
instruments; a move which it is hoped 
will address the current mismatch 

between the lack of Shariah compliant 
investments for Takaful operators and 
demand for Shariah compliant insurance 
products. According to a report by AM 
Best, Takaful companies in the GCC 
are gaining more ground compared to 
conventional insurers in terms of market 
penetration, and gross contributions 
since 2004 have grown by 27%, compared 
to 19% in the conventional insurance 
industry. 

This, the report states, can be att ributed 
to an increased demand for protection in 
GCC countries where insurance coverage 
has been made compulsory, as well as 
an increase in GDP and consumer 
wealth.  — NH

Seeing the cracks

In this issue...
Feature 
Effi  ciency in bancaTakaful: The way forward .......32
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BancaTakaful, derived from the 
conventional insurance term 
bancassurance, simply means the 
distribution of Takaful products of a 
Takaful company by an Islamic bank.

However, effi  cient bancaTakaful means 
providing Takaful solutions that meet 
customer goals, through the professional 
advice given by qualifi ed Islamic bank 
staff .

As we can see, there are signifi cant 
diff erences in the meaning of 
‘bancaTakaful’ and ‘effi  cient 
bancaTakaful’. This is the road from 
good to greatness. The parties who travel 
this road include (a) Islamic banks; (b) 
Takaful operators; (c) regulators; and (d) 
customers.

Islamic banks — What to look 
for?
With the development of various 
sophisticated Islamic banking products 
and increased number of market 
players, there is a signifi cant and steady 
growth in the Islamic banking industry. 
However, intense competition and tighter 
regulatory regimes in certain countries, 
such as the GCC, have provoked the 
senior management of various Islamic 
banks to think out of the box and look at 
avenues to maximize the shareholders 
returns. And yes, it is the fee-based 
income that can get them towards this 
goal through bancaTakaful.

Islamic banks are owners of a rich 
database of contacts and have their 
own niche customer segments. They 
are also capable of segmenting their 
customers based on age distribution, 
income distribution, occupation, etc. 
The customer segmentation process 
helps banks to identify the needs of 
their customers and understand what 
solutions are needed to meet these needs.

Once the needs are identifi ed, banks need 
to choose the right Takaful operator and 
get the right products and solutions. 
The choice of the Takaful operator is 
really important for the bank as they 
are ultimately responsible on what they 

provide to their customers. The selected 
Takaful operators should be fl exible 
enough to support the bank with the 
required products.

The diff erent distribution channels 
within the bank can sell diff erent Takaful 
products. Bank branches can sell less 
complicated products like simple term 
Takaful products, motor Takaful, home 
Takaful, travel Takaful, etc. The high 
net worth (HNI) banking segment sells 
protection and investment-linked Takaful 
plans. Corporate banking sells corporate 
line products. Bundle Takaful benefi ts 
along with liabilities (deposits) and assets 
(loans) products. In total, an Islamic bank 
can sell all types of Takaful products, but 
it is just a matt er of choosing products 
that suit the distribution channels within 
the bank.

Takaful operators — What to 
look for?
Similar to Islamic banking, the Takaful 
industry is also growing at a steady 
pace with competition creeping quickly 
with several new players entering the 
industry. The key strength of Takaful 
operators to establish themselves in 
the market is the distribution mix – 
bancaTakaful, tied agents, direct sales 
agents, brokers, affi  nity partners, etc. 

Since tied agent models and/or direct 
sales agent models require higher 
fi xed costs, Takaful operators fi nd it 
economically viable to go through 
intermediaries like banks and brokers.

A bank, as the owner of a huge database, 
could rapidly increase the Takaful 
operators’ market share. And Takaful 
operators, therefore, can provide 
competitive products to the right 
customer segment.

For effi  cient bancaTakaful, Takaful 
operators should also provide 
continuous infrastructure support, 
regular training support, technological/
system support, smoother operational 
process, agreed service level standards, 
and most importantly signifi cant 
relationship management at all levels in 
the organizations.

However, the most common challenges 
are some of the cultural diff erences 
between banks and Takaful operators: 
such as the nature of products off ered, 
market strategies, revenue recognition, 
etc. Bank products are mainly short 
to medium-term plans, while Takaful 
products are more medium to long-term 
in nature (especially Family Takaful). 
This could put off  some of the banks 
from selling Takaful products.

The market strategies of banks and 
Takaful operators could also diff er. 
For example, a Takaful operator has 
an aggressive sales strategy whereas 
the bank has a conservative sales 
strategy. It falls short of the strategy of 
the bancaTakaful model. If responsible 
people from both sides could identify this 
and fi nd solutions even before entering 
into the bancaTakaful agreement, then 
the partnership would be a huge success.

Regulators
Regulators play a pivotal role in shaping 
the Takaful industry. The rules and 
regulations should take care of the 
interests of all the parties associated 
in insurance industry — the Takaful 
operator, the distributor (Islamic banks) 

Efficiency in bancaTakaful: The way forward  
Most of the Islamic banks in the GCC and Southeast Asia regions have already moved towards the direction of 
increasing their revenues through bancaTakaful arrangements. However, very few have yet been able to demonstrate 
an effi  cient bancaTakaful model. SHYAM SANKAR looks at the keys to success in the bancaTakaful space.

Efficient 
bancaTakaful 

means providing 
Takaful solutions 
that meet customer 
goals, through the 
professional advice 
given by qualified 
Islamic 
bank staff

continued...
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and the customer. A balanced regulation 
that takes care of value for money for the 
customers and fair profi ts for Takaful 
operators and Islamic banks are essential 
for the development of the Takaful 
industry. Regulators generally make it 
possible by establishing clear guidelines 
that defi ne the roles and responsibilities 
of the bank and the Takaful operator.

Takaful awareness for 
customers
The awareness level of Takaful concepts 
has been improving since the early 2000s. 
Eff orts have to be taken by the regulator, 
Takaful operators and distributors 
(mainly Islamic banks) to increase the 
level of awareness among the nationals. 
Islamic banks, who act as agents for the 
Takaful operator, can play a pivotal role 
in bringing awareness to their customers 
that:

a) There is a need for Takaful products 
(non-mandatory products like 

savings, protection, retirement, etc.) 
in current life stages;

b) There will be changes in need 
as customers advance in life: for 
example, from single to married 
stage, or from young married to 
married with children, etc.; 

c) Takaful products are Halal and in 
accordance with the Islamic law 
(Shariah).

Unlike Asian expatriates, the culture 
for saving for the long-term amongst 
nationals in GCC countries has yet to be 
developed. However, this is seen to be 
changing, with the current generation of 
young parents especially keen to save for 
their child’s future.

Regulators and Takaful companies can 
jointly hold seminars in various colleges 
or universities about the concepts, 
principles and need for Takaful products. 
If Takaful is integrated into the education 

system even at school level, it would be 
a great awareness tool for the upcoming 
generation.

The way forward
Most of the Islamic banks in the GCC 
and SEA regions have already moved 
towards the direction of increasing 
their revenues through bancaTakaful 
arrangements. 

However, very few have yet been able 
to demonstrate an effi  cient bancaTakaful 
model. The key to success for effi  cient 
bancaTakaful is only when Takaful 
operators and Islamic banks work as 
partners to achieve win-win solutions 
that can deliver in a sustainable growth 
of revenues for both parties.  

Shyam Sankar is the regional head of 
bancassurance & brokerage for Medgulf 
Allianz Takaful in Bahrain. He can be 
contacted at shyam.sankar@medgulfallianz.
com.bh. 
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A There may be more challenges than 
opportunities in securitization: risk 

aversion, fractionalized markets, 
lackluster growth. Yet the underlying 
return potential of some securitized 
transactions suggests than there can 
eventually be a lively secondary market 
in such instruments.
 
Across the major markets, securitization 
works because you have a broad 
hinterland. Most Islamic issuers operate 
outside this framework, suggesting a 
need to focus on greater research for deal 
clarity and deeper international reach for 
adequate participation. But that quickly 
leads to an improbable cost-benefi t 
outcome, at least for now.
 
Sustained growth in the securitization 
business is likely to parallel more normal 
growth patt erns globally, regardless of 
eff orts internal to the Islamic fi nance 
industry. In the meantime, a limited 
market of sophisticated local institutions 
will benefi t most from the att ractive 
profi t rates available in these deals.

DOUGLAS CLARK JOHNSON
CEO, Codexa Capital

A While asset-backed Sukuk are 
much closer to the risk sharing and 

tangible ideals of Shariah its 
unfortunately not what the market 
wants. Borrowers are usually unwilling 
to give Sukuk investors true rights over 
the asset, and most of the Islamic 
investors in turn don’t actually want asset 
risk — they want senior unsecured 
corporate risk.  Asset-backed Sukuk are 
also more complex and costly to structure 
compared to unsecured (asset-based) 
Sukuk.
 
Unless (against market demand) scholars 
start to express a strong preference for 
Islamic securitization, there are limited 
Shariah driven incentives to move to 
asset-backed Sukuk and it will remain a 
small market.

KHALID F HOWLADAR
Senior credit offi  cer, asset-backed and Sukuk 
fi nance, Moody’s Middle East.

A Much Islamic fi nance involves 
assets, as for example with 

Murabahah, where assets are purchased 
and sold; while with Ijarah assets are 

rented. When these transactions are 
securitized they become Sukuk. 

However it is morally desirable that asset 
securitization should only apply to new 
fi nancing with all the parties aware of the 
structuring involved. 

Securitizing existing assets such as 
mortgages without the consent of the 
clients, as happened before the sub-
prime crisis, was morally dubious and 
fi nancially disastrous. Debtors should 
know the identity of those they are 
repaying. 

In short, securitization has many merits 
from a fi nancial perspective, as it enables 
investors to remain liquid while clients 
in need of fi nance can secure longer term 
funding at competitive rates. 

Islamic fi nancial institutions should 
however only provide such funding to 
clients who understand the risks, not 
least that their assets may be seized if 
they fail to keep up their repayments.

RODNEY WILSON
Emeritus Professor, Durham University UK

Q How far has the Islamic finance industry 
come in the move towards asset-backed 

securitization, and what steps should be taken 
to promote it further?

Next Forum Question:

Following Turkey’s successful US$1.5 billion sovereign Sukuk issuance, are we likely 
to witness rapid growth in the republic’s ‘participation banking’ industry and what, if 
anything, still needs to be addressed? 
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 5th October 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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Aishath Muneeza,
head of Islamic 
finance and 
chairperson of the 
Capital Market 
Shariah Advisory 
Committee 
of the Capital 
Market 
Development 
Authority, Maldives

Aishath Muneeza is a member of 
the Emerald Literati Network and 
the Institute of Islamic Banking 
and Insurance (UK). She is also 
an associate fellow of the World 
Business Institute (Australia). 
Aishath has published books and 
numerous articles and research 
papers in national and international 
journals.

Could you provide a brief 
journey of how you arrived 
where you are today? 
While studying for my law degree many 
encounters with Islamic fi nance took 
place. However, while reviewing the 
fi nance sector for my Masters degree, 
the potential to contribute to the Islamic 
fi nance industry became a personal 
interest. Since then it has been my aim 
to publish numerous research papers on 
topics relevant to the growth, barriers 
and legal paradoxes related to Islamic 
fi nance. 

Naturally for my PhD, I pursued a topic 
directly related to Islamic banking and 
fi nance. 

Since then, practical exposure combined 
with knowledge gained via technical 
seminars and conferences has aided me 
to successfully position myself in this 
industry.

What does your role involve? 
My role involves facilitating the 
establishment of a fully-fl edged Islamic 

capital market in the Maldives parallel to 
the existing conventional capital market. 
In this process I am mandated to draft  
the laws needed for this and also conduct 
awareness sessions with the stakeholders 
and the general public to create a 
demand-driven market. 

What is your greatest 
achievement to date? 
Playing the lead role in establishing 
the fi rst Islamic window, HDFC Amna, 
dedicated to Islamic home fi nancing 
facilities in Maldives. This was a 
profound personal accomplishment. 
Acting as the Shariah advisor for the fi rst 
Sukuk to be off ered in the Maldives, and 
being able to contribute to creating the 
legal framework for the establishment 
of Islamic capital market in the 
Maldives, are further dreams that have 
materialized.

Which of your products/
services deliver the best 
results?
As the regulatory entity for the capital 
market, the CMDA has been proactively 
working towards the inception of 
the Islamic capital market. The eff ort 
became a reality for the Islamic capital 
market just a year ago and the struggle 
to promote it has been undertaken. The 
market has received it very well and 
the reason for this is the eff ectiveness 
of the structured awareness programs 
and professional courses that have been 
successfully conducted. 

What are the strengths of your 
business?
With the Maldives being a 100% 
Muslim country, the inherent demand 
for Islamic fi nance is one of the major 
strengths for the regulatory body of 
Islamic capital market in Maldives. 
The success of Islamic banking in the 
country strongly indicates the viability 
of Islamic fi nance. 
 
What are the factors 
contributing to the success of 
your company? 
The passion-driven CEO and the 
eff orts of the staff  of the CMDA are 
crucial factors that contribute to the 
development of Islamic capital market in 
the Maldives.
 
What are the obstacles faced 
in running your business 
today?
The biggest challenge is the limited 
technical competency, education, 
awareness and shortage of expertise of 
Islamic capital market in the country. 
Furthermore, legal challenges such as the 
inability to list the fi nancing products 
on their own and not having laws to 
regulate special purpose vehicles and 
trusts are also problems that inhibit the 
potential growth of the market.
  
Where do you see the Islamic 
fi nance industry in the next 
fi ve years? 
In a global context, Islamic fi nance 
will prosper and be adopted by most 
countries irrespective of faith. Islamic 
fi nance, being universally recognized as 
a practical means to achieve responsible 
fi nancing, will also provide a signifi cant 
boost for global investors to venture to 
small island nations like the Maldives 
with well-established and reputable 
Islamic fi nance sectors. 

Name one thing you would 
like to see change in the 
world of Islamic fi nance.
Stakeholders of Islamic fi nance globally, 
irrespective of the jurisdiction, need 
to realize that Islamic fi nance is not 
only about eliminating Riba but is 
much more than that. The application 
of Shariah in all stages of Islamic 
fi nance transaction will help streamline 
products and establish a fruitful Islamic 
fi nance sector. 



36© 26th September 2012

DEAL TRACKER

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

Qatar Islamic Bank US$1.5 billion 16th September 2012

TH Plantation RM1.5 billion 14th September 2012

Bolton RM380 million 6th 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
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For further information regarding REDmoney Indexes contact:

Andrew Morgan
Managing Director, REDmoney Group

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

RED 

REDmoney Global Shariah Index Series

REDmoney Global Shariah Index Series (All Cap)                 6 Months REDmoney Global Shariah Index Series (Large Cap)             6 Months

REDmoney Global Shariah Index Series (Medium Cap)       6 Months REDmoney Global Shariah Index Series (Small Cap)             6 Months
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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

20th Sep 2012 Republic of Turkey Turkey Sukuk Euro market 
public issue

1,500 HSBC, KFH, Citigroup

20th Sep 2012 MISC Malaysia Sukuk Domestic market 
public issue

163 HSBC, CIMB Group, AmInvestment Bank

18th Sep 2012 Malaysian Airline 
System

Malaysia Sukuk Domestic market 
private placement

165 Maybank Investment Bank

7th Sep 2012 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

321 CIMB Group, Maybank Investment Bank

3rd Sep 2012 Cagamas Malaysia Sukuk Domestic market 
public issue

160 RHB Capital

29th Aug 2012 Malakoff  
Corporation

Malaysia Sukuk Domestic market 
private placement

577 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

806 Kenanga Investment Bank, DRB-HICOM, 
CIMB Group, AmInvestment Bank

9th Aug 2012 Kuala Lumpur 
Kepong

Malaysia Sukuk Ijarah Domestic market 
public issue

322 CIMB Group, Maybank 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

11th Jul 2012 Malaysia Malaysia Sukuk Domestic market 
public issue

817 Maybank Investment Bank

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

752 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
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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 18.3 RHB Capital, CIMB Group, AmInvestment Bank, 
Maybank Investment Bank

2 State of Qatar Qatar Sukuk Euro market 
public issue

4,000 7.6 Standard Chartered Bank, Deutsche Bank, HSBC, QInvest, 
Barwa Bank

3 General Authority 
for Civil Aviation

Saudi 
Arabia

Sukuk Domestic market 
private placement

4,000 7.6 HSBC

4 Saudi Electricity 
Company

Saudi 
Arabia

Sukuk Euro market 
public issue

1,750 3.3 Deutsche Bank, HSBC

5 Celcom 
Transmission (M)

Malaysia Sukuk Domestic market 
public issue

1,605 3.1 HSBC, CIMB Group, Maybank Investment Bank

6 Manjung Island 
Energy

Malaysia Sukuk Ijarah Domestic market 
public issue

1,545 2.9 Lembaga Tabung Haji, CIMB Group

7 Republic of Turkey Turkey Sukuk Euro market 
public issue

1,500 2.9 HSBC, KFH, Citigroup

8 Tanjung Bin Power Malaysia Sukuk Domestic market 
private placement

1,298 2.5 CIMB Group, Maybank Investment Bank

9 Dubai DOF Sukuk UAE Sukuk Euro market 
public issue

1,250 2.4 HSBC, National Bank of Abu Dhabi, Dubai Islamic Bank, 
Citigroup

10 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

1,110 2.1 CIMB Group, Maybank Investment Bank

11 Tanjung Bin Energy 
Issuer

Malaysia Sukuk Domestic market 
private placement

1,089 2.1 HSBC, OCBC, RHB Capital, DRB-HICOM, CIMB Group, 
Affi  n Investment Bank, Maybank Investment Bank

12 Aman Sukuk Malaysia Sukuk 
Musharakah

Domestic market 
public issue

1,071 2.0 Lembaga Tabung Haji, RHB Capital, CIMB Group, 
AmInvestment Bank, Maybank Investment Bank

13 Perusahaan Penerbit 
SBSN Indonesia II

Indonesia Sukuk Ijarah Euro market 
public issue

1,000 1.9 Standard Chartered Bank, HSBC, Citigroup

13 EIB Sukuk UAE Sukuk Euro market 
public issue

1,000 1.9 Standard Chartered Bank, HSBC, RBS, National Bank of 
Abu Dhabi, Citigroup, Emirates NBD, Dubai Islamic Bank, 
Credit Agricole

15 Johor Corporation Malaysia Sukuk Domestic market 
public issue

939 1.8 CIMB Group, Affi  n Investment Bank, AmInvestment Bank, 
Maybank Investment Bank

16 Malaysia Malaysia Sukuk Domestic market 
public issue

817 1.6 Maybank Investment Bank

17 Maxis Malaysia Sukuk 
Musharakah

Domestic market 
public issue

805 1.5 CIMB Group, Maybank Investment Bank

18 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

800 1.5 Saudi National Commercial Bank, Standard Chartered 
Bank, BNP Paribas, HSBC, CIMB Group

19 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

796 1.5 RHB Capital, Kenanga Investment Bank, AmInvestment 
Bank

20 ANIH Malaysia Sukuk Domestic market 
private placement

786 1.5 CIMB Group, Maybank Investment Bank

21 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

752 1.4 Lembaga Tabung Haji, RHB Capital, CIMB Group, 
AmInvestment Bank, Maybank Investment Bank

22 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

750 1.4 Standard Chartered Bank, BNP Paribas, Citigroup

22 BSF Sukuk Saudi 
Arabia

Sukuk Euro market 
public issue

750 1.4 Deutsche Bank, Citigroup, Credit Agricole

24 Jafz Sukuk UAE Sukuk Euro market 
public issue

650 1.2 Standard Chartered Bank, Abu Dhabi Commercial Bank, 
National Bank of Abu Dhabi, Dubai Islamic Bank, Abu Dhabi 
Islamic Bank, Citigroup, Emirates NBD

25 Syarikat Prasarana 
Negara

Malaysia Sukuk 
Murabahah

Domestic market 
public issue

644 1.2 RHB Capital, Kenanga Investment Bank, CIMB Group

26 Malakoff  
Corporation

Malaysia Sukuk Domestic market 
private placement

577 1.1 Maybank Investment Bank

27 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

561 1.1 Maybank Investment Bank

28 TASNEE Saudi 
Arabia

Sukuk Domestic market 
private placement

533 1.0 HSBC

29 FGB Sukuk UAE Sukuk 
Wakalah

Euro market 
public issue

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

29 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

29 DIB Sukuk UAE Sukuk Euro market 
public issue

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

29 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

29 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

Total 52,521 100
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 HSBC 9,910 26 18.9

2 Maybank Investment Bank 9,191 42 17.5

3 CIMB Group 9,041 37 17.2

4 AmInvestment Bank 4,195 20 8.0

5 RHB Capital 3,231 34 6.2

6 Standard Chartered Bank 2,492 15 4.7

7 Citigroup 2,130 10 4.1

8 Deutsche Bank 2,025 4 3.9

9 Lembaga Tabung Haji 1,137 5 2.2

10 Dubai Islamic Bank 868 7 1.7

11 Barwa Bank 863 2 1.6

12 QInvest 800 1 1.5

13 National Bank of Abu Dhabi 797 6 1.5

14 KFH 678 5 1.3

15 Kenanga Investment Bank 666 4 1.3

16 Affi  n Investment Bank 468 4 0.9

17 Emirates NBD 439 5 0.8

18 JPMorgan 425 2 0.8

19 BNP Paribas 410 2 0.8

20 Abu Dhabi Islamic Bank 409 5 0.8

21 Credit Agricole 350 2 0.7

22 DRB-HICOM 348 8 0.7

23 Hong Leong Bank 252 2 0.5

24 OCBC 235 5 0.5

25 Abu Dhabi Commercial Bank 218 2 0.4

26 Saudi National Commercial Bank 160 1 0.3

27 Riyad Bank 153 2 0.3

28 Bank of America Merrill Lynch 125 1 0.2

29 RBS 99 2 0.2

30 Nomura 83 1 0.2

Total 52,521 128 100.0

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 Public Investment Fund 860 3 8.7

2 Arab National Bank 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 8.2

2 Samba Capital 1,093 5 6.4

3 Saudi National Commercial Bank 991 5 5.8

4 Banque Saudi Fransi 944 4 5.6

5 Maybank Investment Bank 819 5 4.8

6 Al-Rajhi Banking & Investment 786 4 4.6

7 AmInvestment Bank 704 3 4.2

8 Standard Chartered Bank 697 11 4.1

9 CIMB Group 679 2 4.0

10 RHB Capital 631 1 3.7

11 Emirates NBD 621 6 3.7

12 Arab National Bank 617 2 3.6

13 HSBC 584 6 3.4

14 Saudi Hollandi Bank 538 2 3.2

14 Riyad Bank 538 2 3.2

16 Noor Islamic Bank 535 6 3.2

17 Dubai Islamic Bank 487 3 2.9

18 Abu Dhabi Islamic Bank 467 7 2.8

19 Citigroup 460 5 2.7

20 Barwa Bank 378 3 2.2

21 Qatar Islamic Bank 223 2 1.3

22 Qatar International Islamic Bank 213 1 1.3

22 Masraf Al Rayan 213 1 1.3

24 Al Hilal Bank 197 5 1.2

25 Mashreqbank 195 3 1.2

26 Arab Banking Corporation 188 3 1.1

27 National Bank of Abu Dhabi 175 2 1.0

28 QInvest 166 2 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 QInvest 517 2 10.6

2 HSBC 500 4 10.2

3 Abu Dhabi Islamic Bank 470 5 9.6

4 Standard Chartered Bank 459 8 9.4

5 Emirates NBD 408 4 8.4

6 Citigroup 390 4 8.0

7 Noor Islamic Bank 330 3 6.7

8 Dubai Islamic Bank 293 2 6.0

9 National Bank of Abu Dhabi 211 2 4.3

10 Arab Banking Corporation 203 3 4.2

Top Islamic Finance Related Loans by Country                    12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 6,896 7 40.6
2 UAE 3,461 8 20.4
3 Malaysia 3,035 5 17.9
4 Qatar 1,317 2 7.8
5 Turkey 1,256 5 7.4
6 Pakistan 293 8 1.7
7 Singapore 207 1 1.2
8 Indonesia 183 4 1.1
9 Sri Lanka 175 1 1.0
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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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 
Authority

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
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