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Despite being a mature market in the 
conventional space, Islamic fi nancing 
has yet to fully tap into the highly 
developed healthcare sector. However, 
with conventional banks experiencing 
constrained liquidity the sector off ers a 
juicy opportunity for Islamic banks to 
step into the funding space; while its close 
links to the favored Islamic asset class of 
real estate, combined with rapid growth 
expected over the next decade, make it an 
ideal choice for direct investment. Could 
healthcare be the industry to watch in 
2012? 

Healthcare fi nancing is not a traditionally 
popular asset class for Islamic investment, 
and Massoud Janekeh, the head of Islamic 
capital markets at Bank of London and The 
Middle East (BLME), believes that “it hasn’t 
yet att ained an identity” in the industry. 
However, as increasingly sophisticated 
investors are seeking wider and more 
diversifi ed investment options, its appeal is 
growing.

In the pink
Healthcare has the vital att raction in 
today’s unstable markets that it is relatively 
recession-proof. The percentage of GDP 
spent on healthcare is progressively 
increasing as people live longer and the 
population in developed countries ages, 
and this underlying demand does not 
change based on economic cycles. 

“The underlying and undeniable industry 
advantage is that of demographics,” 
explains Janekeh. In 2010 the US spent 
approximately 17.4% of its GDP on 
healthcare, predicted to rise to 20% by 2020. 
UK expenditure has risen from 7% in 2001 
to 9.8% in 2010, while the OECD average is 
9.5% and predicted to reach double digits 

in the next fi ve years. Of this, care of the 
over-65 age group currently accounts for 
between 40-50% in OECD countries and 
is expected to balloon as the baby-boomer 
generation retires.

In OIC countries the penetration is 
considerably lower, with Qatar, the UAE 
and Saudi Arabia spending just 2.5%, 2.8% 
and 5% of GDP on healthcare respectively 
in 2009. However there is considerable 
growth potential in the region. The 
total expenditure on healthcare in GCC 
expanded at a compound annual rate of 
13.7% between 2007–09, and Mark Adams, 
CEO of Gulf Healthcare International, 
has predicted that: “The GCC healthcare 
market stands on the brink of major reform 
and double digit growth.” 

Healthy hotspots
The healthcare sector continues to develop 
in western economies, driven by legislative 
change. The US, the largest healthcare market 
in the world, recently introduced major 
health reforms via the Obama administration 
which has resulted in the federal government 
taking more responsibility and providing 
greater funding for healthcare, which is 
great news for investors. In the UK, care for 
the elderly is the biggest challenge and both 
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Achieving objectives

Editor’s Note

Planning and implementation go hand in 
hand in achieving goals and objectives; 
and are oft en dependent on each other 
to ensure the success of those objectives. 
It can be said that with proper planning, 
half the batt le is won. On the other hand, 
inadequate implementation can lose the 
war.

continued on page 5
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NEWS
Libyan Foreign Bank to roll 
out Islamic products

South Africa seeks to raise 
US$500 million in debut 
sovereign Sukuk next year

Freedom and Justice Party 
will keep the current banking 
system, says assistant 
secretary general

Association of Islamic 
Banking Institutions 
Malaysia denies allegations 
that Islamic banking reaps 
excessive profi t

Former fi nance minister of 
India lauds Islamic banking

Alliance Financial Group 
posts 14.8% increase in 
profi t aft er tax for the nine-
month period ended the 31st 
December 2011

DIFC seeks to grow in size as 
Dubai investments pick up 

Maxis on the verge of special 
dividend payout?

Indonesian central bank 
reveals management changes

Jamsostek subsidiary to start 
Islamic business operations in 
the second half of 2012

Malaysian government has 
sold US$1.6 billion of fi ve-
year Sukuk

Bank Islam Malaysia may 
assume BIMB Holding’s 
listing status

Islamic fi nance makes 
headway in Arab Spring 
countries 

Bank CIMB Niaga yet to plan 
for Shariah unit spin-off 

Central bank of Malaysia in 
talks regarding guidelines 
for responsible and 
transparent retail fi nancing 
practices

Esso Malaysia to launch 
US$99.46 million Islamic 
commercial paper program on 
the 29th February 2012

Banks in Pakistan called 
on to develop innovative, 
cost eff ective and business- 
friendly Shariah compliant 
products 

Four sovereign Sukuk in 
Indonesia worth US$162.62 
million auctioned

Maybank reports watershed 
results as Islamic business hits 
record 

RHB Capital and OSK 
Holdings merger deal 
expected to reach US$630.1 
million

StanChart Saadiq Malaysia 
plans to grow Islamic banking 
business from 13% to 20% this 
year

Bangladesh scrutinizes 
lett er of credit proposal by 
International Islamic Trade 
Finance Corporation

Ample liquidity in domestic 
banks in Malaysia to meet 
funding needs

Bank Negara Indonesia 
searches for partner in 
Shariah compliant banking

CIMB Group Holdings 
announces net profi t of 
US$1.3 billion for 2011

Bank Syariah Bukopin posts 
47.59% jump in profi t for 2011

Elaf Bank chief departure 
part of a bigger picture? 

Sukuk demand in Indonesia 
from foreign investors means 
allocation increase

Credit limit raised to US$2.5 
billion for Bangladesh 
Petroleum Corporation

Islamic banking industry 
in Pakistan falls short of 
achieving 10-year growth 
target

Eurasian Development Bank 
eyes more Islamic fi nancing 
deals

Turkey planning debut 
sovereign Sukuk in 2012

ISLAMIC
INVESTOR
Emirates Islamic Global 
Balanced Fund outperforms 
benchmark by 1.7%

GCC urged to unify 
regulations for Islamic 
investment products

Libyan Stock Market to 
create Islamic fund within the 
next six months

Conversion to Shariah 
compliance can help increase 
company value up to 25%, 
according to Bank Sarasin

Abraaj Capital interested 
to bid for Turkey’s Çalık 
Holding’s media assets

Panin Asset Management 
launches its inaugural Islamic 
funds

Crescent Wealth and Saturna 
Capital teaming up for a new 
fund

Tamar Energy launched with 
backing by Fajr Capital

 i-VCAP Management 
announces fi nal income 
distribution of 0.6 US cents 
for MyETF Dow Jones Islamic 
Market Malaysia Titans 25

TAKAFUL
First Insurance Company 
posts 25% increase in 
premium growth for 2011

AIA AFG Takaful to launch 
more protection products

Takaful Malaysia’s 
Indonesian subsidiaries show 
recovery aft er management 
changes

Syarikat Takaful Malaysia’s 
2011 profi ts exceed US$33.2 
million mark

Takaful Emarat set to unveil 
Islamic fund

Adoption of new risk-
based capital framework 
will be a smooth process 
for local Takaful players, 

says Malaysian Takaful 
Association

Direct insurance payment 
directive comes into eff ect as 
of the 1st March 2012

RATINGS
S&P reaffi  rms Takaful Re’s 
long-term counterparty credit 
and insurer fi nancial strength 
ratings at ‘BBB’

Fitch downgrades four 
Jordanian banks’ support 
ratings to ‘4’ from ‘3’

CI downgrades Commercial 
Bank International’s fi nancial 
strength rating to ‘BB-’ from 
‘BB’

RAM assigns fi nal rating of 
‘AA1’ to Abu Dhabi National 
Energy Company’s US$1.16 
billion proposed Sukuk 
Murabahah

MARC revises outlook on 
DRB-HICOM’s ‘AA-IS’ Sukuk 
rating to negative from positive

RAM assigns preliminary 
‘AA3’ rating to Tanjung Bin 
Energy Issuer’s proposed 
senior Sukuk of up to US$1.49 
billion

MOVES
JP Morgan Indonesia 
appoints Haryanto T 
Budiman as new managing 
director

JS Investments names 
Maleeha Mimi Bangash as 
chief strategy offi  cer

CIMB Group Holdings 
names Katsumi Hatao as non-
independent non-executive 
director of CIMB Group

Ebrahim Hussain Ebrahim 
steps down as CEO of 
Khaleeji Commercial Bank

Sohail Sultan replaces Adel 
Almannai as CEO of Taib 
Bank
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the labour administration and the current 
coalition government have rolled out 
signifi cant investment in the sector. Care 
for the elderly has a very low penetration 
in the UK (around 1% compared to around 
7% in countries such as the US, Australia, 
and Canada) giving it plenty of room  for 
expansion. Janekeh notes that: “I see the 
UK as a big opportunity, largely because 
of the head space and high demand.” 
However, he admits that: “The US is 
currently a much, much bigger market.”

While the Middle East and Asia are much 
younger markets, Nabil Issa, a partner at 
King & Spalding in Dubai, confi rms that: 
“We are seeing the most activity in the 
US and in the GCC — particularly Saudi 
Arabia, the UAE and Kuwait.” Demand 
for healthcare in the GCC is expected 
to increase due to a rapidly growing 
population, rising income levels and 
increased insurance penetration, and the 
GCC healthcare market is projected to 
grow at an annual rate of 11% to US$43.9 
billion by 2015 from an estimated 
US$25.6 billion in 2010.

The region is also becoming increasingly 
active in overseas healthcare investment. 
In October 2011 Kuwait Finance House 
joined forces with UK investment 
manager Grosvenor to create a US$600 

million fund 
targeting US 
healthcare assets, 
while the National 
Bank of Kuwait and 
the Qatar Investment 
Authority are 
also major 
shareholders of 
Four Seasons, 
the UK’s 
biggest care 
homes operator. 

Budding prospects
So what does the sector hold for Islamic 
fi nance companies? Currently there 
are several windows off ering excellent 
opportunities for investment. 

1. Refi nancing 
Janekeh notes that: “There is a wall of 
refi nancing that is waiting to start and 
there is not much capacity (from the 
conventional sector) to off er enough 
funding for all of this.” This means that 
fi nancing in the healthcare sector is wide 
open to new entrants, who will benefi t 
not just from bett er rates, but also from 
maturity of cash fl ows, many of which 
come from secure state organizations. 

Table 1: Healthcare markets within the GCC

Country 2010E 2011E 2013E 2015E
Saudi Arabia 56.2% 56.4% 57.6% 58.5%
UAE 17.6% 17.6% 17.9% 18.2%
Qatar 8.5% 8.2% 7.9% 7.4%
Oman 5.1% 5% 4.8% 4.6%
Kuwait 10.2% 10.5% 9.9% 9.3%
Bahrain 2.4% 2.2% 2% 1.8%
GCC Total 100% 100% 100% 100%

Source: Alpen Capital

The Next Big Thing: Islamic healthcare fi nancing
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Chart 1: Healthcare expenditure as a % of GDP, 2009
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CLOSING BELL
Profitable quarter
MALAYSIA: Hong Leong Bank has 
reported RM381 million (US$127 million) 
in net profi t aft er tax for the second 
quarter ended the 31st December 2011, a 
30.9% increase from 2010.

Its Islamic subsidiary, Hong Leong 
Islamic Bank, has posted RM 20.9 billion 
(US$6.94 billion) for its total assets, 
following a successful vesting of EonCap 
Islamic Bank’s assets and liabilities on the 
1st November 2011.

In the black
UAE: HSBC Middle East has reported 
US$1.4 billion in profi ts to US$1.4 
billion in 2011, a 67% growth from 2010, 
as provisions for bad debts halved.
Provisions dropped 53.2% to US$293 
million, which the bank att ributed to less 
restructuring activity among its large 
corporate customers in the UAE.

IDB gives out US$19 million
TUNISIA: The IDB has signed two 
agreements amounting to EUR65 million 
(US$19 million) to fund two socio-
economic projects. 

The fi rst agreement, which is worth 
EUR25 million (US$34 million), will 
be used to fi nance an agriculture 
development project. It comes with a 20-
year maturity period.

The second deal, valued at EUR40 million 
(US$54 million), will be channeled towards 
the IDB’s self-employment and youth 
investment development program. 

Islamic microfinance takes 
center stage
GLOBAL: The Islamic Financial Services 
Board (IFSB) will host a special session 
on promoting fi nancial inclusion through 
Islamic microfi nance on the 15th May 2012. 

The session will be held as a pre-summit 
event before the start of the 9th IFSB 
Summit, which is scheduled to be held 
from the 16th — 17th May 2012 in Istanbul, 
Turkey. 

It will discuss the eff ectiveness of Islamic 
microfi nance as a practical proposal in 
off ering fi nancial services to low-income 
groups. Islamic Finance news is one of the 
media partners for the event.
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BLME was one of the fi rst UK banks 
to take advantage of this, entering into 
the fi rst signifi cant Islamic refi nancing 
transaction in the UK sector in December 
2011 with a GBP11.5 million (US$18.2 
million) Murabahah refi nancing for four 
care homes for Public Service Properties 
Investment (PSPI), working with 
European Care, one of the largest care 
home operators in the UK.  

“The client was completely satisfi ed 
with the mechanism of the fi nancing, 
and we managed to illustrate to client 
shareholders that a whole new area 
of investors are now opening up to 
investing in healthcare,” confi rms 
Janekeh. “The relationship with PSPI 
is going to grow as more refi nancing is 
planned and BLME will be looking to 
do further transactions in 2012. We are 
looking also to att ract other Islamic banks 
to this type of transaction.”

2. Medical tourism 
Healthcare tourism is a growing industry, 
estimated to have expanded to US$100 
billion in 2011 from just US$20 billion 
in 2009, according to US-based National 
Centre for Policy Analysis. For instance, 
an Indian hospital charges US$4,000 
for  a  cardiac surgery compared to 
US$30,000 in the US.  Malaysia is one of 
the top fi ve health tourism destinations 
in the world, with revenues growing 
by 30% annually from RM150 million 
(US$49.8 million) in 2005 to  RM390 
million (US$129.5 million) in 2010. GCC 
governments, despite increased spending 
on developing their domestic markets, 
invest considerable amounts both on 
medical imports and on healthcare 
tourism. In 2009 alone, the UAE spent 
US$2 billion on overseas medical 
treatment for its nationals.

Janekeh stresses that: “In parallel to that 
there is interest in developing provisions 
for healthcare in emerging markets 

such as the GCC and 
especially Saudi 
Arabia, building 
new hospitals, 
and there is an 
export of medical 
equipment to these 
countries which we 

can fi nance on an 
Ijarah basis.”  In 
addition, the 
human aspect 
is a growing 

feature. Shortage of medical personnel is 
a key issue in the GCC, where there are 
limited medical education options and a 
high dependence on expats, who make 
up around 40-80% of the total workforce. 

3. Direct investment
The sector is highly att ractive for direct 
investment, providing secure cash fl ows 
based on real assets (primarily real estate). 
Janakeh notes that: “It permits banks, 
fi nancial institutions, pension funds, 
sovereign wealth funds, to invest in what 
I would call a very good deal, because a 
characteristic of this sector is index-linking 
to infl ation.” Many sovereign wealth 
funds are moving into the industry: 
including Qatar Investment Authority 
(with its recent equity investment in 
UK-based Four Seasons) and Malaysia’s 
Khazanah Nasional (see sidebar). However, 
there is also increasing private sector 
investment. BLME’s Light Industrial 
Building Fund has already invested in 
medical blocks in the US, and increasing 
numbers of these diversifi ed investment 
vehicles are becoming available. 

Due to the high demand, most 
governments are trying to encourage 
private sector investment.  For example, 
the UK has a successful ‘Private Finance 
Initiative’ model which has been replicated 
in several other countries, which eff ectively 
permits the private sector to invest long-
term in the sector on the basis that the 
government will be the off -taker. In the 
GCC over 70% of healthcare is currently 
fi nanced by the public sector, and regional 
governments are actively pursuing reforms 
and policy measures to promote private 
sector participation, off ering excellent 
investment opportunities. “No one is 
going to say no to private money,” points 
out Janekeheh, “so prett y much the whole 
sector remains dependent on private 
investment.”  

Sector appeal
1. Proximity to property
One of the most appealing aspects of 
healthcare fi nancing from an Islamic 
perspective its its close links with the 
real estate market. Janekeh explains that: 
“Broadly, there is a proximity to property 
fi nance in the sector. For example, in the 
UK the provision of care for the elderly 
is primarily through care homes. We 
believe that this could be a good direct 
portal for investors who are looking for a 

The Next Big Thing: Islamic healthcare fi nancing
Continued from page 3
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Eye on Malaysia
Khazanah Nasional
Khazanah Nasional’s Integrated 
Healthcare Holdings (IHH) is being 
touted as the next big IPO in the region, 
with recent reports suggesting it will 
list on Bursa Malaysia in the second 
half of 2012, with a secondary listing 
on the Singapore exchange. The deal 
could raise up to US$3 billion, making 
it Malaysia’s biggest IPO since Petronas’ 
US$4.1 billion in December 2010. 

Khazanah has invested around RM11.4 
billion (US$3.7 billion) in healthcare 
through IHH since 2005, including 
around RM4 billion in 2010 alone. It 
owns hospital chain operator Pantai 
Holdings and Singapore healthcare 
provider Parkway Holdings, which 
currently operate 16 hospitals 
throughout Asia with plans for a 
further eight under an expansion 
plan of over RM700 million. In 2010 it 
bought a 67.5% stake in IMU Health 
(which owns the International Medical 
University based in Malaysia) and a 
US$3.5 billion investment in Parkway 
following a fi erce bidding war with 
India-based Fortis healthcare. A 30% 
stake in IHH was sold to Japanese 
fi rm Mitsui & Co in April for RM3.3 
billion, eff ectively valuing the company 
at around RM11 billion. Mitsui is 
estimated to have paid around a 40% 
premium for the stake, highlighting the 
considerable growth potential in the 
sector both regionally and globally. 

Khazanah is still looking at building 
its healthcare assets. In October 2011 
it was reported that Parkway was the 
favored bidder for India’s Sterling 
Hospitals in a RM446 million (US$148 
million) deal. IHH also owns an 11.22% 
stake (worth around RM526 million) in 
Apollo Hospitals, India’s largest private 
hospital group, which it recently 
increased from 8%. In December, 
Khazanah (through IHH) struck a deal 
for a 75% stake worth around RM3.18 
billion (US$1.02 billion) in Turkey’s 
largest hospital chain, the Abicadem 
Group (ASYH), from Abraaj Capital. 
The purchase increased IHH’s reach 
to 12,300 hospital beds, making it the 
second largest healthcare operator in 
the world outside the US. 

According to its managing director, 
Azman Mokhtar, Khazanah is 
reportedly aiming for IHH to be the 
world’s largest healthcare service 
provider. 
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healthy and steady income stream that 
would appeal to institutional investors.”

Issa points out that while the sector does 
have close links to property, another 
advantage is the stability it provides. 
“Aft er some of the dramatics highs and 
lows in the real estate market, investors 
have become increasingly interested in 
businesses with a steady cash fl ow, such 
as healthcare.” In addition it appeals 
to the moral aspect of Islamic fi nance, 
as it is “a sector that contributes to the 
wellbeing of the ultimate benefi ciaries.” 
As a result, the sector is being driven 
by “Shariah compliant private equity 
funds and houses looking to invest in 
sectors that create a public good while 
diversifying away from real estate.”

2. Competitive advantage
Healthcare fi nancing is also ideally suited 
to Islamic fi nancing structures such as 
Ijarah and Murabahah fi nancing. Janekeh 
confi rms that: “This is a sector where 
Islamic banks can compete extremely 
well with conventional players.” In the 
UK, for example, the prevalent model 
for fi nancing is a sale and leaseback 
and under the current UK alternative 
fi nancing and tax legislation the Ijarah 
mechanism is not subject to stamp duty 
nor liable for capital gains charges, 
making it an extremely cost-eff ective 
option that can be more att ractive than 
conventional structures. 

Structuring issues
Janakeh believes that: “The issues 
generally arising in these transactions 
for Islamic fi nancing are not usually 
any diff erent to those for conventional 
fi nancing.” However, while the UK’s 
legislative framework may be favorable, 
the regulatory framework in other 
regions can be opaque. For example, in 
Saudi Arabia many healthcare sectors are 
technically open to foreign investment, 
in reality the regulator will not grant 
approvals for foreign investment other 
than in hospitals with over 150 beds. 

The sector is both complex and heavily 
regulated, and there are inevitable 
challenges arising from the constraints 
of Shariah compliance. Issa off ers a 
recent example, where King & Spalding 
were discussing the creation of a Sukuk 
to fi nance receivables to be received 
pursuant to a government entity to the 
healthcare company. 

“It would have been fairly straightforward 
to create a bond based on the revenue 
stream. However, one cannot create a 
Sukuk simply on the basis of a revenue 
stream (intangible asset). We needed to 
also identify tangible assets of at least 
33% to meet AAOIFI standards.  Thus, 
the proposed Sukuk could not simply be 
based on a Wakalah structure, but required 
the healthcare company to also utilize 
some of its other assets (e.g., buildings, 

machinery, etc) so 
that the revenue 
stream was also 
based on Ijarah of 
such tangible assets.  
We also had issues in 
that the healthcare 
company 
had stores of 
medicines, 
but these are 
considered consumables and as such 
would not be appropriate tangible assets 
for a Sukuk.”

A clean bill of health
Nonetheless, the number of recent 
transactions and the growing interest 
from the Islamic fi nance community are 
testament to the exceptional investment 
prospects off ered by the healthcare 
sector: both in developed economies 
seeking alternative funding sources 
and in emerging nations looking at 
direct investment. Janakeh is extremely 
positive for 2012, predicting that: “I have 
no doubt that more and larger deals – 
whether structured Sukuk or syndicated 
Murabahah deals — will be coming to 
market.” Issa too believes that: “The sector 
will continue to see strong growth in 2012.” 

Could the healthcare sector be a shot in 
the arm for the industry in the coming 
year?  — LM

Editor’s Note

Planning and implementation go 
hand in hand in achieving goals and 
objectives; and are oft en dependent 
on each other to ensure the success of 
those objectives. It can be said that 
with proper planning, half the batt le 
is won. On the other hand, inadequate 
implementation can eventually lose 
the war.

This week, we look at both sides of the 
coin in managing successful targets; 
with a feature by Elhussein Ismail 
Hussein Badri of the Central Bank of 
Sudan, who writes on the importance 
of fi scal policy in achieving positive 
economic growth in Sudan. 
We also look at the need for a more 

focused eff ort from New Zealand 
to engage with the Muslim world 
in an article by Mohamed Nalar of 
the Auckland Council; while Bilal 
Mahmood of Abu Dhabi National 
Takaful Co looks at the implementation 
side of things with a feature on the 
execution of bancaTakaful. We also have 
a feature on Islamic derivatives in Saudi 
Arabia by Martin Foster-Jones of King 
& Spalding.

Our cover explores the exceptional 
opportunities off ered by Islamic 
healthcare fi nancing, while our IFN 
reports cover the impact of the Greek 
bailout, the fi rst quarter performance 
of Islamic asset management fi rms, 
the role of legal fi rms in developing 
the industry in Saudi Arabia, and a 

look at the Islamic banking sector in 
Iraq. Our IFN Correspondents write 
on developments of the Islamic fi nance 
industry in Bermuda, Hong Kong & 
China, Qatar and the UK.

Our Case Study is on Kuveyt Türk’s 
US$350 million Sukuk Ijarah, and Meet 
The Head talks to Junaid Ahmed, the 
president and CEO of Dubai Islamic 
Bank Pakistan.  

Achieving objectives

The Next Big Thing: Islamic healthcare fi nancing
Continued from page 4

In our recent cover ‘Kuwait: State of 
Play’ (Issue 9 Vol 6) we stated incorrectly 
that the Gulf Investment Corporation 
(GIC) defaulted on a Sukuk in 2008. 
Please note that GIC issued its fi rst 
Sukuk in March 2011 and did not default 
in 2008.
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AFRICA
Islamic banking products to 
debut 
LIBYA: The Libyan Foreign Bank (LFB), 
a fully-owned subsidiary of the Central 
Bank of Libya, will off er Islamic banking 
products as the regulator targets to 
fi nalize the country’s Islamic fi nance 
regulations by the end of March this year.

However Mohamed M Ben Yousef, 
the general manager of LFB, said that 
the bank will continue to operate as a 
conventional bank.

Eyeing US$500 million from 
Sukuk 
SOUTH AFRICA: The government is 
planning to raise US$500 million through 
the issuance of its fi rst sovereign Sukuk 
in 2013, as it seeks to diversify its sources 
of funding, said the National Treasury.

The potential Sukuk will form part of the 
US$3 billion the treasury plans to raise in 
international markets over the next three 
years, according to Monale Ratsoma, the 
chief director for liability management at 
the National Treasury.

Ratsoma added that the treasury has 
invited banks to submit proposals in 
March to provide advisory services 
for the structuring and issuance of the 
Sukuk.

No conversion planned
EYGPT: The Freedom and Justice Party, 
anticipated to make up part of the 
country’s ruling coalition, is not planning 
to convert the current banking system 
to Islamic, said Ahmed Soliman, the 
assistant secretary general of the party.

He explained that this action is not an 
option at all as it is related to Egypt’s 
social and economic systems. However, 
he said that the government will 
encourage the establishment and growth 
of Islamic banks in the country.

ASIA
Pakistan seeks IDB funds
PAKISTAN: The government is 
reportedly looking to borrow around 
US$600 million from the IDB in a bid to 
repay US$1.2 billion as a fi rst installment 
for fi nancing it received from the IMF, 

due this month. The profi t rate for the 
IDB funding may come up to as much as 
6%.

Fair banking
MALAYSIA: The Association of Islamic 
Banking Institutions Malaysia (AIBIM) 
has denied allegations that Islamic 
banking institutions in the country are 
reaping excessive profi ts in a response to 
criticism from the Muslim Consumers 
Association of Malaysia (PPIM).

Mohd Redza Shah Abdul Wahid, the 
president of AIBIM, said that Islamic 
banking institutions in the country are 
all Shariah compliant and well regulated 
with high standards established by Bank 
Negara Malaysia, the central bank.

He added that AIBIM is prepared to 
review all complaints raised by PPIM; 
and will involve all its member banks in 
resolving the issues with assistance from 
the central bank.

Islamic infrastructure funding
INDIA: Islamic banking could be used 
for infrastructure development in the 
state of Kerala, said T M Thomas Isaac, a 
former fi nance minister for India.

“We need huge funds for development. 
Islamic banking can contribute to the 
development of the state in a big way,” 
he said.

Gainful quarter
MALAYSIA: Alliance Financial Group 
has reported a profi t aft er tax of RM372.3 
million (US$123.12 million) for the 
nine-month period ended on the 31st 
December 2011, up 14.8% year-on-year.

Interest income, including income from 
Islamic banking operations, registered 
a marginal increase of 2.8%, or RM19.4 
million (US$6.42 million), due to further 
margin compression from competitive 
pressures in the retail segment and 
higher funding costs.

DIFC seeks to grow in size as 
Dubai investments pick up
UAE: The Dubai International Financial 
Center (DIFC) has announced that it 
is aiming to double in size within the 
next fi ve years, as investments in Dubai 
further pick up steam. 

Occupancy at its commercial properties 
near its Gate complex remained at 
95% last year, it announced in its 2011 
operational review, with occupancy in 
DIFC-owned retail outlets rising to 95% 
from 72% and occupancy in third party-
owned commercial properties rising to 
72% from 44%.

It also said that the number of active 
registered companies in the fi nancial 
marketplace rose 7% to 848, of which 396 
comprised regulated companies.

According to Abdulla Mohammed Al 
Awar, the chief executive of the DIFC 
Authority, 21 of the top 30 global banks 
have set up within the center; with a 
rising trend in the presence of east Asian 
fi nancial institutions. 

He added that Middle Eastern, Chinese 
and other Asian institutions accounted 
for 36% of DIFC space; almost equal to 
that occupied by European entities.

Dubai has seen a rising profi le as a 
fi nancial center for the Middle East; with 
litt le doubt that the emirate has been a 
main benefi ciary of the recent political 
unrest in the region. 

Some banks from Bahrain have relocated 
staff  to the emirate, said Abdullah, 
adding however, that this was seen prior 
to the events of the Arab Spring. 

The emirate has also benefi ted from 
rising foreign investment; with the 
Department of Economic Development’s 
foreign investment offi  ce, Dubai FDI, 
reporting that a MoU with Swiss law 
fi rm Cramer-Salamian has led to growing 
interest in investment from Europe.

“The MoU with Cramer-Salamian 
especially has enhanced the number of 
foreign fi rms sett ing up in Dubai by up 
to 50%, which indicates a remarkable 
progress in att ractive FDI infl ows,” noted 
Fahad Al Gergawi, the CEO of Dubai 
FDI.
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Meanwhile gross loans, including Islamic 
fi nancing, rose 11.5% to RM24.2 billion 
(US$8 billion), supported by growth 
lending to consumers and small and 
medium-sized enterprises or corporates.

Poised to pay 
MALAYSIA: The board of directors of 
communication service provider Maxis 
will reportedly discuss the possibility of 
declaring a special dividend payout at 
their monthly directors meeting.

Speculation has been rife that the 
company will pay the dividend from the 
working capital tranche of its planned 
RM2.45 billion (US$825.88 million) 
Sukuk.

Meanwhile, the rationale for the Sukuk 
sale is said to have been questioned by 
its shareholders; who noted that the 
company has not provided suffi  cient 
details for how it will utilize the funds, 
amid concerns that using the proceeds 
to refi nance existing debt will erode 
shareholders’ interest in the company.

In a related development, Nasution 
Mohamed, CEO of Maxis, also said that 
the company does not intend to source 
additional funding from the debt capital 
markets this year; although it may tap 
the equity market.

Change of guards at BI
INDONESIA: The central bank, Bank 
Indonesia (BI), has announced the 
rotation and promotion of several high-
ranking offi  cers, with eff ect from the 1st 
March 2012.

The management changes come as some 
of its offi  cers reach retirement age, while 
a number of the offi  cers were identifi ed 
as being eligible for promotion.

Among offi  cials involved is Mulya 
Siregar, the central bank’s current 
director of Islamic banking, who will 
replace Wimboh Santoso as director of 
banking research and regulation. 

Wimboh will head BI’s US offi  ce in New 
York, while Mulya’s position will be fi lled 
by Eddy Setiadi, the current director 
of rural credit and small and medium 
enterprises.

BI also named Dyah Nastiti K. Makhĳ ani 
as human resources director. Dyah, who 
is currently the strategic planning and 
public relations director, will be replaced 

by Dody Budi Waluyo, the current head 
of the international directorate. 

The central bank also moved Adie 
Soesetyantoro to its banking supervision 
division, replacing Boedi Armanto who 
was promoted to director of accounting 
and payment systems. 

Heru Kristyana, the current director of 
the directorate of banking supervision 
I, will switch to the same position at the 
directorate of banking supervision III; 
while Mokhammad Dakhlan, the director 
of money circulation, will become the 
director of the center for central banking 
studies.

Commencing soon 
INDONESIA: State-owned social 
security provider Jaminan Sosial Tenaga 
Kerja (Jamsostek) has announced that its 
new subsidiary, Indonesia Investment 
Company (IIC), will start its Islamic 
business operations in the second half of 
2012.

The IIC, which was jointly established 
with IDB affi  liate the Islamic Corporation 
for the Development of the Private Sector 
(ICD), will target the real estate sector, 
especially infrastructure and power 
plants.

As a majority shareholder, Jamsostek will 
channel IDR1 trillion (US$110.56 million) 
into the IIC for a 55% stake. 

According to Elvyn Masassya, the 
director of investment at Jamsostek, 
the fi rm entered the Islamic fi nance 
market due to the huge potential in 
Indonesia, adding that as a developing 
country, it requires a lot of infrastructure 
development and power generation.

Sovereign Sukuk sale
MALAYSIA: The government has sold 
RM3.5 billion (US$1.16 billion)-worth 
of fi ve-year Sukuk at a yield of 3.31%, 
which att racted a bid-to-cover ratio 
of 2.31, slightly below the 2.5 market 
expectations.

Taking on listing status 
MALAYSIA: Bank Islam Malaysia may 
take on the listing status of its parent 
company, BIMB Holdings (BHB), 
according to industry sources.

BHB currently owns 51% of Bank Islam, 
from which it derives the bulk of its 
earnings. continued...

Islamic finance makes 
headway in Arab Spring 
countries
GLOBAL: A year on from the Arab 
Spring, the prospect for Islamic fi nance 
to play a role in the rebuilding of aff ected 
countries has gathered pace; even as the 
countries continue to grapple with the 
impact of the uprisings.

The industry’s progress in the MENA 
countries has been especially marked in 
the fi rst two months of this year.

Libya has announced the establishment 
of a Shariah compliant fund; while the 
Libyan Foreign Bank said that it will off er 
Islamic banking services in tandem with 
the completion of the country’s Islamic 
fi nance regulations next month. Tunisia 
is looking to team up with the IDB to 
strengthen its banking sector, especially 
in Islamic banking; and the Yemeni 
government has announced plans for a 
sovereign Sukuk sale.

Furthermore, while Egypt has seen 
speed bumps in its eff ort to launch 
Islamic bonds due to uncertainty over 
the country’s fi nancial system, optimism 
remains that the Islamic fi nancial 
industry has a major role to play in the 
recovery of the Arab Spring countries.

In Syria, Islamic banks have grabbed the 
spotlight as the banking industry braces 
for a tough year ahead amid continuing 
political bedlam. Privately-owned Islamic 
bank Chambank’s net profi ts soared by 
533% in 2011; while Qatar International 
Islamic Bank-owned Syria International 
Islamic Bank reported a 12% rise in pre-
tax profi t. The strong showing last year 
may put the banks on a fi rmer footing for 
this year; as the banking industry expects 
to face declining deposits and rising bad 
debt. 

With its positive performance, Syria 
could emerge as the next country in a 
long list suff ering from political turmoil 
to tap into Islamic fi nance to restore itself 
to its former glory.

continued...
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According to industry experts, it would 
make sense for Bank Islam to be the 
listed entity as investors are keen to buy 
into BHB for exposure to its fast-growing 
Islamic banking operations.

Bank Islam accounts for about 85% of 
BHB’s profi t before Zakat and taxation.

No hurry for spin-off
INDONESIA: Bank CIMB Niaga 
has yet to arrange for the spin-off  its 
Shariah unit, CIMB Niaga Syariah, into 
a standalone Islamic bank, said Arwin 
Rasyid, the president director of Bank 
CIMB Niaga. 

He also said that while a separation of 
its conventional and Islamic operations 
is an easier option, the dual banking 
model is more profi table for the bank. It 
also enables customers to receive Shariah 
compliant banking service in many of the 
branches.

Up to the 31st December 2011, the bank 
has 561 outlets off ering conventional 
and Islamic services as well as 23 fully-
fl edged Islamic branches.

BNM retail guidelines
MALAYSIA: The central bank, Bank 
Negara Malaysia (BNM), has proposed 
guidelines for responsible and 
transparent retail fi nancing practices.

BNM said that the main intent of the 
guidelines was to promote sensible, 
responsible and transparent retail 
fi nancing practices as well as to ensure 
that the household sector and credit 
market remained resilient.

The central bank also emphasized 
that individuals and households must 
borrow within their means and that the 
guidelines did not hamper access to 
fi nancing by borrowers who could aff ord 
to repay their loans.

Sukuk in the pipeline
MALAYSIA: Local petroleum products 
manufacturer and marketer Esso 
Malaysia will issue RM300 million 
(US$99.46 million)-worth of Islamic 
commercial papers on the 29th February 
2012.

Proceeds from the Sukuk will be used 
to fund its Shariah compliant general 
corporate purposes.

CIMB Investment Bank is the facility 
agent for the transaction, which has 
received an initial rating of ‘P1’ from 
RAM.

Better products needed
PAKISTAN: Local banks should develop 
innovative, cost-eff ective and business- 
friendly Islamic banking products to 
facilitate the growth of business activities 
in the country, said Yassar Sakhi Butt , the 
president of the Islamabad Chamber of 
Commerce and Industry.

He also said that it is the responsibility 
of the banking industry and the 
government to increase awareness 
regarding Islamic banking. Furthermore, 
he said that tax regulations and the 
Securities and Exchange Commission of 
Pakistan’s instruments relating to Islamic 
banking should be amended to further 
encourage the industry’s growth.

In another development, Yassar pointed 
out the need to promote Islamic 
microcredit to eliminate poverty in 
Pakistan.

He also emphasized the need for Islamic 
banks to diversify their investment 
portfolios by providing fi nancing to 
small and medium enterprises as they 
have been ignored by the conventional 
fi nance industry due to a perception of 
high risk.

New Sukuk
INDONESIA: The country auctioned 
four sovereign Sukuk amounting to 
IDR1.47 trillion (US$162.62 million) 
on the 23rd February, in maturities of 
between six-25 years.

The average yields for the papers were 
between 4.5-6.3%.

US$630 million deal in the 
works?
MALAYSIA: RHB Capital and OSK 
Holdings are set to merge in a deal 
set to be worth between RM1.9 billion 
(US$630.1 million) to RM2.5 billion 
(US$829.1 million). The merger between 
RHB Cap’s banking businesses with OSK 
Investment Bank will create Malaysia’s 
largest brokerage by trading value and 
volume.

The two companies have been in talks 
since October last year aft er receiving the 
nod from the central bank, Bank Negara 
Malaysia.

Maybank reports watershed 
results as Islamic business 
hits record
MALAYSIA: Maybank, the country’s 
largest bank in terms of assets, reported 
its highest-ever net profi t of RM2.58 
billion (US$854 million) in the six months 
to the 31st December 2011; as its Islamic 
arm reaped a record pre-tax profi t of 
RM567.1 million (US$187.7 million).

The group’s results were att ributed to 
double-digit revenue growth across all its 
businesses on the back of sustained loans 
growth and fee-based activities; as well 
as a marked decline in allowances for 
loan losses.

Maybank Islamic saw total income surge 
37.9% to RM1.01 billion (US$364 million) 
during the period, with total gross 
fi nancing amounting to RM52.4 billion 
(US$17.3 billion), constituting 18.53% of 
the group’s gross loans.

Its Islamic fi nancing portfolio was driven 
by a 31% increase in business fi nancing 
and a 17% growth in consumer fi nancing.

Meanwhile, Abdul Wahid Omar, the 
president and CEO of Maybank, said 
that the banking group will leverage 
Indonesia’s strong economic growth 
to expand its subsidiary there, Bank 
Internasional Indonesia (BII); for which it 
expects revenue contribution to grow by 
more than 20%.

Khairussaleh Ramli, Maybank’s deputy 
president and group chief fi nancial 
offi  cer, who will move to BII in March 
as president director, said that the 
Indonesian subsidiary contributes up to 
16% of the group’s revenues and 5% to 
profi t.

The opening of more branches will be 
among BII’s strategies to improve its 
performance, with a target to set up 50 
more branches this year.
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20% growth contributions
MALAYSIA: Standard Chartered Saadiq 
(Saadiq Malaysia) is planning to grow its 
contribution to Standard Chartered Bank 
Malaysia (StanChart Malaysia) business 
from 13% to 20% this year. 

Osman Morad, the managing director 
and CEO of StanChart Malaysia, is 
confi dent of the growth potential for 
Islamic banking in the country. 

He said: “Islamic banking is growing 
between 15-20% per annum, compared to 
6-8% for conventional banking.”

Saadiq Malaysia, the Islamic banking 
subsidiary of StanChart Malaysia, posted 
a profi t of RM38.5 million (US$12.8 
million), for the nine months ended the 
30th September 2011, compared to RM35.6 
million (US$11.8 million) in the previous 
corresponding period, while total assets 
rose 15.8% to RM4.71 billion (US$1.6 
billion) from 2010.

ITFC’s role questioned
BANGLADESH: A proposal by the 
Islamic Trade Finance Corporation (ITFC) 
to provide lett ers of credit and bypass 
local banks has come under scrutiny 
from the government.

The proposal follows a request from the 
government to the IDB for an additional 
US$500 million for fuel oil imports. 

While Sheikh Hasina, the country’s prime 
minister, who also heads the ministry of 
power, energy and mineral resources, has 
approved the ITFC’s plan, the ministry of 
commerce has now convened an inter-
ministerial meeting to examine whether 
the ITFC could be allowed to undertake 
the task.

Ample liquidity for issuers
MALAYSIA: The country’s banking 
system and bond market are able to meet 
Sukuk and bond issuers’ funding needs 
due to their limited exposure to the 
Eurozone debt crisis.

Meor Amri Meor Ayob, CEO of Bond 
Pricing Agency Malaysia, said that 
despite the negative sentiments being 
reported and observed in other emerging 
markets in Asia, Malaysia’s yield spread 
has narrowed in the ringgit bond market.

Baiza Bain, the director of Amanie 
Advisors, said that several institutions 
from Europe and the GCC are mulling 

the issuance of a ringgit-based Sukuk as 
Malaysia has ample liquidity to absorb 
the combination of foreign and local 
Sukuk issuers.

Baiza added that things may change 
towards the middle and end of the year 
as more issuances hit the market, and 
may cause investors to demand a tighter 
credit rating and a higher yield spread.

Partners in arms
INDONESIA: Bank Negara Indonesia 
(BNI) is currently searching for a partner 
that would enable it to further tap into 
the growing Shariah banking sector.

“We need a partner who has knowledge 
and networks in Shariah and strong 
funds to grow our Shariah banking,” said 
Gatot Suwondo, the president director 
of BNI.

The bank has invested about US$100 
million towards Shariah compliant 
banking in 2010.

US$1.3 billion record 
MALAYSIA: CIMB Group Holdings 
has posted a net profi t of RM4.03 billion 
(US$1.3 billion), representing a 15% year-
on-year growth for the year ended the 
31st December 2011.

CIMB Islamic’s year-on-year profi t 
before tax increased by 10.9% to RM447 
million (US$148 million); its gross 
fi nancing assets grew 24.7% year-on-year, 
accounting for 14.8% of total group loans; 
and its total deposits grew by 28.9% to 
RM29.2 billion (US$9.6 billion).

Fruitful year 
INDONESIA: Bank Syariah Bukopin 
has reported a profi t of IDR15.1 trillion 
(US$1.66 billion) for the 2011 fi nancial 
year, an increase of 47.59% from 2010.

Riyanto, its president director, explained 
that 80% of the profi t growth was 
underpinned by earnings from the 
margin fi nancing, while the balance came 
from fee-based income. 

Meanwhile, fi nancing grew 20% to IDR2 
trillion (US$219 million), while total 
assets climbed 24.47% to IDR2.73 trillion 
(US$299 million). 

Meanwhile, Bank Syariah Bukopin has 
formed a partnership with Andalan 
Artha Advisindo Sekuritas to become a 

continued...

Elaf Bank chief departure 
part of a bigger picture?
GLOBAL: Dr Jamil El Jaroudi, CEO of 
Elaf Bank, will be leaving the bank to 
“pursue other opportunities” at the end 
of this month, according to a statement 
by the bank. He will be replaced by 
Sohail Niazi, the chief operation offi  cer 
of the bank, who will assume the role 
of acting CEO. The move comes as a 
surprise to the banking community, as 
Dr Jamil has been an integral part of the 
bank’s growth and expansion since its 
inception in 2007. 

The bank, which is licensed as a wholesale 
Islamic bank in Bahrain, was also awarded 
an Islamic banking license by the central 
bank of Malaysia, Bank Negara Malaysia, 
on the 15th June last year, under Jamil’s 
stewardship, strengthening the ties 
between Middle East banks and Asia. 

Jamil’s departure also beckons another 
question: whether the wheels have 
already been set in motion for the merger 
between Capivest, Elaf Bank and Capital 
Management House. Talk about the 
merger fi rst surfaced in November last 
year; and is in line with calls from the 
Central Bank of Bahrain to create a more 
robust banking environment, in light of 
the Eurozone crisis. Despite the current 
political and economic consternation, 
industry players are confi dent that a 
bull market is set to re-emerge in the 
country, mainly due to the government’s 
commitment to increasing infrastructure 
fi nancing and projects, as well as the 
Central Bank of Bahrain’s support of 
Islamic banks. 

In the meantime however, Islamic banks 
in Bahrain are looking more towards 
consolidating their balance sheets 
and merging to create a more robust 
position in the market. A Bahrain-based 
investment banker revealed: “There 
really is no place for boutique banks 
right now. Family businesses are also not 
suitable in Bahrain anymore, given the 
diffi  culty in acquiring funding. It really 
is not as easy as it used to be. The current 
sentiment for banks in Bahrain now is 
either merge, increase your capital, or 
downsize. Diff erent banks can bring 
in diff erent levels of expertise, and we 
defi nitely see this as a positive step.” 

Bahrain Islamic Bank and Al Salam Bank, 
two other banks which were previously 
involved in separate merger talks, have 
recently put to bed their plans for a 
proposed US$4.5 billion deal. 
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sub-agent for the sale of the government’s 
retail Sukuk, which is expected to take 
place this year.

The bank is interested in becoming a sub-
agent for the Sukuk in order to create an 
alternative investment fund as the Sukuk 
market is still wide open, according to 
Riyanto.

Foreign interest in sovereign 
Sukuk
INDONESIA: European demand for 
Indonesia’s allocation of IDR42 trillion 
(US$4.6 billion) in sovereign Sukuk has 
seen the foreign ownership allocation 
increase from 3% to 7%, according to 
Dahlan Siamat, the director of Islamic 
fi nance at the debt management offi  ce.

“Foreign ownership of Indonesia’s 
sovereign Sukuk has been traditionally 
dominated by the Middle Eastern 
and domestic investors. However, the 
momentum created by Indonesia’s 
investment grade rating has increased 
Sukuk demand from foreign investors”, 
said Dahlan.

Credit limit raised
BANGLADESH: The Islamic Trade 
Finance Corporation (ITFC), the trade-
fi nancing window of the IDB, has 
decided to raise the credit limit for the 
Bangladesh Petroleum Corporation 
(BPC) to US$2.5 billion this year from 
US$1.5 billion in 2011.

The government initially requested the 
ITFC to increase the credit limit to US$2 
billion, but a shortage of foreign currency 
at Bangladesh’s state-owned banks and a 
large amount of debt due from the BPC 
led the government to seek a further 
US$500 million from the ITFC.

The BPC and the ITFC are expected to 
sign an agreement for the funding soon.

Far from glory
PAKISTAN: The Islamic banking 
industry will miss its 10-year growth 
target set by the State Bank of Pakistan 
(SBP) to achieve a 12% share of the 
overall banking industry. 

The current deposits of the Islamic 
banking industry reached PKR463 billion 
(US$5.05 billion) and its share increased 
to 8% of the overall banking industry 
from 7.6% in the last quarter of 2011. 

Total Islamic banking assets currently 
stand at PKR568 billion (US$6.2 million), 
or 7.3% of the local market.

The target set by the SBP should have 
been achieved through amplifying 
outreach in current urban consumer and 
corporate markets, and also through 
Islamic microfi nance, agriculture fi nance 
and SME fi nancing.

It remains to be seen if the country will 
meet its target of achieving PKR731.6 
billion (US$7.98 billion) for Islamic 
banking assets.

EUROPE
Expanding markets
RUSSIA: The Eurasian Development 
Bank (EDB) is keen on an expansion into 
Islamic fi nance following its role as lead 
arranger for a US$60 million syndicated 
Murabahah facility for AK Bars Bank last 
year.

According to Igor Finogenov, the 
chairman of the executive board at EDB, 
Islamic fi nance provides an opportunity 
for the bank to enter new credit markets 
and allow it to diversify its liability base.

First Sukuk for Turkey?
TURKEY: A sovereign Sukuk might be 
on the cards for Turkey as it looks into 
becoming a bigger player in the Islamic 
fi nance industry.

“Other issuances will follow the 
sovereign and Turkey will be on the 
agenda in this market as a frequent 
issuer. It will be like ringing a bell and 
att racting all the att ention,” said Murat 
Çetinkaya, the deputy executive vice-
president, treasury, international and 
investment banking at Kuveyt Türk 
Katılım Bankasi.

GLOBAL
IDB provides US$668 million
GLOBAL: The IDB has approved US$668 
million-worth of fi nancing to fund 
projects in 12 of its member countries.

The fi nancing includes US$229 million 
for a 304km high-speed rail line linking 
Turkey’s capital Ankara with the city 
of Konya; and US$228 million for a 
sewerage network west of the Iranian 
capital, Tehran.

continued... Market conditions 
unfavorable for Arcapita
BAHRAIN: Faced with a looming debt 
deadline on the 28th March, market 
players are doubtful that Arcapita Bank, 
the Bahrain-based Islamic private equity 
investment fi rm, will be able to meet its 
repayment by the due date. With US$1.1 
billion in loans maturing next month 
and another US$2.1 billion maturing in 
January 2015, Arcapita Bank is clearly 
strained fi nancially. 

Despite escaping default in 2010, the 
bank’s current position is shaky due 
to unfavorable economic conditions; 
particularly in the private equity market. 
Speaking to Islamic Finance news, Khalid 
Howladar, the regional team leader for 
GCC fi nancial institutions, at Moody’s, 
revealed: “Arcapita faces a very tight 
funding environment, and its European 
lenders have very low appetite for risk 
given their own capital needs and their 
high costs in providing dollar funding. 
Private equity investments are currently 
very illiquid and this makes it diffi  cult 
for them to exit and raise cash without 
taking losses.”

The bank is already in talks with its 
mandated advisors ahead of the March 
deadline. Arcapita, which has real estate 
investments in Bahrain and Dubai, is 
also actively involved in the European 
and American markets, with a portfolio 
of groups in these countries including 
the UK rail company Freightliner, Irish 
utilities group, Viridian and US apparel 
retailer J Jill. However, Khalid believes 
that the bank’s international exposure 
is still not enough to counter its weak 
domestic performance. “While Arcapita 
is geographically well diversifi ed outside 
of Bahrain, it still operates in a weakened 
diffi  cult domestic environment.” 

Arcapita’s loans have recently seen a dip 
in trading at 60 US cents on the dollar in 
the secondary market, due to growing 
concerns from investors about a potential 
default.  

Investors and lenders are still cherishing 
hope that the bank will successfully 
launch a restructuring exercise in time. 
However, recent reports reveal that 
hedge funds, who have been buying 
small chunks of the bank’s debt, could 
potentially upset the apple cart by 
pursuing more aggressive options, 
pushing the bank towards liquidation.
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Cross-border alliance 
GLOBAL: The Dubai International 
Financial Center (DIFC) has signed 
a MoU with TheCityUK to share 
fi nancial, legal and regulatory expertise; 
collaborating on areas of mutual interest 
including closer links on education, 
training and qualifi cations. 

Chris Cummings, CEO of TheCityUK, 
said that the agreement provides an 
important gateway to the Middle East for 
UK fi rms, generating jobs and growth.

Two in line
GLOBAL: Bahrain-based BNP Paribas 
has opened two offi  ces in Dubai as part 
of a campaign to protect itself against 
the disruption it faced during last year’s 
unrest in Manama.

The new offi  ces are located at the Dubai 
International Financial Center and the 
Dubai Media City, respectively.

Sukuk limited in scope
GLOBAL: Sukuk is lagging behind 
developing nation debt for a second 
quarter as investors seek higher yields in 
non-investment grade securities.

“Emerging markets continue to off er a lot 
more variety and higher yields compared 
with Sukuk, which is still very limited in 
scope” said Scott  Lim, the CEO of Kuala 
Lumpur-based MIDF Amanah Asset 
Management. 

He added: “This means that when 
conventional money is moving from 
the developed markets, this is the fi rst 
preference.”

Rafael Dalmau, the head of Islamic 
portfolio management at BNP Paribas, 
contends that the emerging-debt 
index and the global Sukuk gauge 
aren’t directly comparable because the 
maturities of non-Islamic bonds tend to 
be longer. 

Dalmau commented that the global 
Sukuk market is poised to post 
another solid year if we continue to 
see current technical trends and strong 
macroeconomic fundamentals. 

Malaysian power
GLOBAL: Saudi-based power and 
water project developer ACWA Power 
International is reportedly very 
interested in buying the power assets 

being sold by Malaysian billionaire, 
Ananda Krishnan. 

The developer previously raised US$300 
million from its debut Shariah compliant 
syndicated facility in November last year. 
The company also plans to issue a 
US$800 million Sukuk in 2013, according 
to Rajit Nanda, the chief fi nancial offi  cer 
of ACWA Power.

Merge for strength
GLOBAL: Small and medium-sized 
Islamic banks may need to merge if they 
want to become bigger regional players 
capable of stepping into the shoes of 
shrinking western banks, said Salah Al 
Jaidah, the chairman of Islamic fi nance at 
Deutsche Bank.

Salah said that challenges preventing 
such mergers include size, appetite for 
long-term funding and ability to fi nance 
at competitive pricing. 

Nevertheless, he believes that Islamic 
banks will be able to reposition 
themselves in time; raising capital and 
off ering more competitive prices.
 
Salah also commented that he is 
confi dent of the abundant opportunities 
with the MENA Islamic fi nance industry 
and sees encouraging signs particularly 
in Oman and North Africa.

MIDDLE EAST
Mega Islamic bank to launch
BAHRAIN: The much-awaited 
mega Islamic bank, which will be 
headquartered in the kingdom, may be 
launched this year, said Adnan Ahmed 
Yousif, the chairman of the Union of 
Arab Banks.

Adnan, who is also the president and 
CEO of Al Baraka Banking Group, 
explained that US$600 million of the 
mega bank’s US$1 billion capital will 
be contributed by Islamic banks in the 
Arab region, while the remainder will 
be subscribed by local sovereign wealth 
funds and other fi nancial institutions and 
investors.

He added that in order for the bank to 
enter the market, it must fi rst receive the 
US$600 million capital injection, which 
is expected to take place before the end 
of 2012. The remaining capital will be 
fl oated in the same timeframe.
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QFIB plans listing
QATAR: Qatar First Investment Bank 
(QFIB) is planning to list on the Qatar 
Exchange by year-end, said Emad 
Mansour, its CEO.

However, he said that QFIB will not 
be raising money through an IPO, 
explaining that it wants its 1,200 
shareholders to trade the stock. The bank 
is in talks to appoint a fi nancial advisor 
for the listing.

He added that listing on the bourse will 
help boost the bank’s credit rating and 
enable it to access new funding sources.

In another development, Emad said the 
bank is seeking to raise a US$250 million 
Shariah compliant facility during the fi rst 
half of this year.

Asset sale to repay Sukuk
UAE: Tourism Development Investment 
Company (TDIC) is considering asset 
sales to repay its US$1 billion Sukuk 
maturing in 2014.

According to Shaun O’Connor, the chief 
fi nancial offi  cer of TDIC, the assets 
being mulled over include hotels and 
apartments on Abu Dhabi’s Saadiyat 
Island.

On top of the US$1 billion Sukuk, the 
company owes another US$1 billion in 
conventional bonds, also due in 2014.

Overhaul in bank rules
UAE: The central bank is set to overhaul 
its retail banking regulations by May 
this year as part of its annual review of 
consumer lending in the emirates.

Credit cards, mortgages and personal 
loans are all under discussion for further 
regulation following a previous att empt 
to curb excessive lending fees last year.

Among measures that are expected to be 
taken is a 1.5% per month cap on credit 
card interest rates.

8% profit increase
QATAR: Qatar Islamic Bank has reported 
an 8% year-on-year increase in its 
net profi t for 2011 to QAR1.36 billion 
(US$374.6 million).

The growth was credited to an increase 
in investment income totaling QAR631 
million (US$173.2 million) at the end 

of the year, against QAR214 million 
(US$58.7 million) in the previous 
corresponding period.

American dream
BAHRAIN: Investcorp, a Bahrain-based 
asset management fi rm, is reportedly 
close to fi nalizing the sale of a retail mall 
in America.

The mall is part of a mixed-use 
development project located in 
Washington that the fi rm invested in 
back in 2005.

New office in DIFC 
UAE: AM Best has received approval 
to open its offi  ce within the Dubai 
International Financial Center (DIFC).

The offi  ce will operate as AM Best 
MENA, South & Central Asia, servicing 
clients throughout the region and 
developing new relationships to grow its 
insurance ratings franchise.

Vasilis Katsipis has been named 
as the general manager for market 
development, and will oversee the Dubai 
offi  ce.

He will be reporting to Nick Charteris-
Black, the managing director of market 
development across Europe and the 
MENA region at AM Best.

Profitable year 
SAUDI ARABIA: Al Rajhi Bank has 
reported a net profi t of SAR7.38 billion 
(US$1.97 billion) for the fi nancial year 
ended the 31st December 2011, an 
increase of 9% from 2010.

Meanwhile, total assets reached SAR185 
billion (US$49 billion), up 20% from 2010.

Abdullah Sulaiman Al Rajhi, its 
managing director and CEO, att ributed 
the fi nancial performance to the 
diversifi cation of revenue sources and 
the development of the investment and 
banking sectors.

US$675 million financing for 
tram project
UAE: The Dubai department of fi nance 
has completed a dual-currency fi nancing 
worth US$675 million, which will be used 
to complete phase one of the construction 
of the Al Sufouh tram project.
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The fi nancing comprises a 13-year 
US$401 million loan, which will amortize 
over 10 years starting in 2015, and is 
guaranteed by the offi  cial government 
export credit agencies of Belgium 
(The Offi  ce National du Ducroire) and 
France’s Coface. 

The second portion is a six-year US$274 
million Ijarah facility, split equally 
into US dollars and UAE dirhams, and 
amortizing over three years from 2015.

Citibank, Deutsche Bank and HSBC 
served as the mandated lead arrangers 
and underwriters for the fi nancing.

Possible postponement for 
Sukuk
QATAR: Qatar International Islamic 
Bank may delay the issuance of its 
planned benchmark-sized Sukuk due 
to market conditions and changes in 
the bank’s need for fi nancing, said 
Abdulbasit Ahmed A Al-Shaibei, its CEO. 

The Sukuk, likely to be US dollar-
denominated, was originally scheduled 
for the end of 2011 or early this year.

Putting fears to rest
UAE: Shariah compliant savings 
scheme National Bonds Corporation 
has reaffi  rmed its commitment to the 
distribution of its annual profi ts amid a 
delay in its profi t announcement for 2011.

The fi rm also clarifi ed that its policy is 
to distribute the annual profi ts within 
the fi rst quarter of the following year. 
It is currently fi nalizing its books with 
all relevant third parties; including its 
external auditors and Shariah board.

Furthermore, it said that its profi ts will be 
issued retroactively in the form of profi t 
bonds backdated to the 1st January 2012, 
hence the date of its announcement will 
not aff ect the profi ts of bondholders.

Mixed performance 
BAHRAIN: Seera Investment Bank, 
a local Islamic investment bank, has 
reported US$73.4 million in its net 
income before provisions for the 2011 
fi nancial year.

Net profi t for that year stood at US$61.4 
million, against a net profi t of US$7.2 
million for 2010.
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However, it suff ered a net loss of US$2.5 
million in the fourth quarter of last year 
due to provisions. Total assets amounted 
to US$527 million.

Going after credit rating
QATAR: Barwa Bank is planning to 
apply for a credit rating in 2013 before a 
possible medium-term Sukuk issuance 
on the back of strong fi nancial results in 
2011 and expected for 2012, said Steve 
Troop, its CEO. 

Its 2011 fi nancial performance is expected 
to be announced in the next few weeks.

Islamic solutions deployed
BAHRAIN: International Turnkey 
Systems (ITS), the technology unit of 
Kuwait Finance House, has completed 
deploying its ETHIX Core solution for 
Islamic banking at Capinnova Investment 
Bank.

The solution helps banks off er a wider 
array for revenue-generating products 
and services; including automated 
branch management, internet banking, 
treasury services, Islamic investments 
management and documentary credits.

Rapid Islamic finance growth
OMAN: Islamic banking in the sultanate 
will grow to surpass 20% of the domestic 
banking in the next fi ve years, said Adnan 
Ahmed Yousif, the president and chief 
executive of Al Baraka Banking Group.

He added that its late entry into Islamic 
fi nance will be favorable for the sultanate 
as it will benefi t from the experience of 
other countries that have preceded it in 
Islamic banking.

Overhaul at Al Jaber
UAE: Al Jaber Group is reportedly 
seeking a new chief executive to replace 
Mohammed Al Jaber, its current 
group CEO (and the son of the group’s 
founder), amid extensive fi nancial 
restructuring with its creditor banks.

AED1.39 billion (US$378 million)-worth 
of the group’s loans were due last year; 
with a further AED1.61 billion (US$438 
million)-worth maturing over the next 
two years. Its Islamic facilities include 
a US$300 million 16-month fi nancing 
from Abu Dhabi Islamic Bank signed 
in August 2010 and a US$400 million 
syndicated Ijarah facility from 11 banks 
expiring in April next year.

continued...

continued...

RATINGS
Position maintained
UAE: S&P has reaffi  rmed Takaful Re’s 
long-term counterparty credit and 
insurer fi nancial strength ratings at ‘BBB’ 
with a stable outlook.

The reaffi  rmation is based on Takaful 
Re’s strong capitalization and liquidity as 
well as its shareholders’ support.

Down by one notch 
JORDAN: Fitch has downgraded Bank 
of Jordan, Jordan Islamic Bank, The 
Housing Bank for Trade and Finance and 
Cairo Amman Bank’s support ratings to 
‘4’ from ‘3’. At the same time, Fitch has 
revised the support rating fl oor Bank of 
Jordan and Jordan Islamic Bank to ‘B+’ 
from ‘BB-’.

Poor grades
UAE: CI has downgraded Commercial 
Bank International’s fi nancial strength 
rating to ‘BB-’ from ‘BB’ due to the 
deterioration in asset quality and 
consequent impairment of capital. 

Meanwhile, CI has also downgraded the 
bank’s foreign currency (FC) long-term 
rating to ‘BB’ from ‘BB+’, while the short-
term FC rating is affi  rmed at ‘B’ and the 
support rating is maintained at ‘3’.

Solid finish
UAE: RAM has assigned a fi nal rating 
of ‘AA1’ to Abu Dhabi National Energy 
Company (TAQA)’s proposed Sukuk 
Murabahah program of up to RM3.5 
billion (US$1.16 billion in nominal 
value. The long-term rating has a stable 
outlook.

Amended outlook
MALAYSIA: MARC has revised the 
outlook on DRB-HICOM’s ‘AA-IS ’ Sukuk 
rating on its RM1.8 billion (US$597 
million) Islamic medium-term notes 
program from stable to negative.

Fine kick-off
MALAYSIA: RAM has assigned a 
preliminary ‘AA3’ rating to Tanjung Bin 
Energy Issuer’s proposed senior Sukuk of 
up to RM4.5 billion (US$1.49 billion). The 
long-term rating has a stable outlook.
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Islamic finance and products, allowing 
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The group has been in negotiations 
with its creditors since the end of 2010, 
following an inability to repay its debt 
as its business was impacted by the 2008 
global fi nancial crisis. It is now seeking 
an agreement to delay the repayment of 
its debt, in a deal that could be completed 
by the end of March this year.

Double-digit growth
BAHRAIN: Al Baraka Banking Group 
reported a full-year profi t of US$212 
million in 2011; up 10% from the 
previous year.

Net profi t for the fourth quarter of last 
year remained unchanged from the 
previous corresponding period; at US$46 
million, while total assets increased by 
8% to US$17.2 billion.

Adnan Ahmed Yousif, its president and 
chief executive, also said that the bank 
is targeting to set up a representative 
offi  ce in Libya this year; and is assessing 
further expansion into Africa and 
Asia, including China and India, in the 
medium-term.

US$215 million Sukuk
UAE: TAQA (Abu Dhabi National 
Energy Company) has raised US$215 
million from the sale of a 10-year 
Malaysian ringgit-denominated Sukuk.

The Sukuk, which carries a 4.65% yield, 
is part of the company’s RM3.5 billion 
(US$1.2 billion) Sukuk program started 
in late 2011.

Standard Chartered Bank was the lead 
arranger for the transaction.

Show of endurance
QATAR: Listed Islamic and conventional 
banks in the country have recorded 
cumulative net profi ts of QAR14.98 
(US$4.11 billion) or 22% last year, slightly 
dipping from the 25% rise in 2010.

The fi gures submitt ed by the respective 
banks to the Qatar Exchange also 
revealed a slowdown in their profi tability 
from the previous year with half of 
the eight banks seeing their profi ts 
reduce year-on-year despite the sector 
outperforming the country’s stock index 
of 1.12% by 6.84%.

Qatar Islamic Bank reported an 8.16% 
growth in net profi ts in 2011 against 

a 0.94% growth in the 2010, Qatar 
International Islamic Bank charted a 
16.86% growth from 9.29% while Masraf 
Al Rayan posted a 16.26% growth from 
37.55% in the previous year.

Poor performance
UAE: The Central Bank of the UAE 
has come under fi re just a few days 
aft er launching a public survey on its 
performance, from banking clients who 
accuse it of ignoring their complaints and 
simply not doing enough.

However the central bank rebuff ed 
the complaints, saying that it is not 
authorized to deal with some types 
of problems between banks and their 
customers and that its role comes to end 
once a case reaches court.

“The Central Bank is the regulatory 
authority in the banking sector but it is 
not authorized to deal with all types of 
complaints … we advise customers to 
do their best to resolve the problem with 
the bank before they complain to the 
central bank. They should fi rst contact 
the liaison offi  ce at their bank and wait 
for their response,” said an offi  cial from 
the central bank.

Under the microscope
SAUDI ARABIA: Due diligence will be 
conducted on the  International Islamic 
Trade Finance Corporation’s (ITFC) 
proposal to provide lett ers of credit (LC) 
to the government instead of seeking 
funding from local banks for a US$500 
million fuel oil import.

The ministry of commerce convened 
an inter-ministerial meeting to examine 
thoroughly the issue of allowing the 
IITFC for opening LCs for oil imports 
bypassing the local banks that have been 
doing the job for decades. 

The central bank’s decision is still 
pending on whether or not the 
corporation would be allowed to 
undertake the task.

New plastic plant
UAE: Emirates National Factory for 
Plastic Industries (ENPI Group), a 
subsidiary of Qatar First Investment 
Bank (QFIB), has offi  ciated Future Plast 
Industries, a state-of-the-art facility in 
Abu Dhabi, to capitalize on the growing 
demand for plastic packaging solutions.
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The facility is funded by a fi ve-year 
syndicated AED250 million (US$68 
million) fi nancing arranged by Abu 
Dhabi Islamic Bank.

QFIB is a majority shareholder with 
71.3% of ENPI.

Sukuk on the cards
QATAR: Qatar Petroleum (QP) is looking 
to tap the Sukuk market next year as a 
means to fi nance its future projects.

According to Abdulrahman Ahmad 
Al-Shaibi, the director of fi nance at QP, 
the petroleum company is currently 
developing structures that will allow 
it to tap the Sukuk market as well as 
consulting several institutions to fi ne 
tune the structures for a more successful 
issuance.

Nakheel makes timely 
payment
UAE: Nakheel has repaid AED202.2 
million (US$55.04 million) to its lenders 
as part of a restructuring package, several 
days ahead of its due date, which is 
scheduled for the end of this month.

The company reported a net profi t of 
AED526 million (US$143.2 million) for 
the fi rst half of the fi nancial year ended 
on the 31st December 2011, following a 
successful restructuring of the company’s 
debt and the transfer of its ownership 
from Dubai World to the government.

Pending approval
OMAN: Nineteen banks in the sultanate 
are to set up the Oman Association of 
Banks, upon obtaining approval from 
the Central Bank of Oman as well as the 
ministry of social development.

The banks include seven locally 
registered commercial banks along with 
two specialized banks and 10 foreign 
banks, which are all licensed by the 
central bank.

QIB in nuclear power deal?
JORDAN: A subsidiary of Qatar Islamic 
Bank, QIB (UK), has commenced 
preliminary discussions with Jordan’s 
government to fi nance or take up part-
ownership of a planned US$5 billion 
nuclear energy plant in Amman, said 
Khaled Toukan, the chairman of the 
Jordan Atomic Energy Commission.

“They were interested in becoming 
fi nanciers for the Jordanian government 
in terms of providing money for the debt 
and also in terms of becoming a potential 
investor,” said Khaled, adding that the 
discussions were preliminary.

Bank offi  cials both in the UK and Qatar 
have refused to comment on the matt er.

Surge in growth
BAHRAIN: ABC Islamic Bank has 
announced a 293% year-on-year increase 
in its 2011 net profi t to US$8.1 million.
 
Total operating income amounted 
to US$15.1 million in comparison to 
US$15.9 million in 2010; while total assets 
declined to US$1.04 billion as at the 31st 
December 2011 from US$1.24 billion in 
the previous corresponding period.

Jafza mulls debt repayment
UAE: Jebel Ali Free Zone (Jafza) has 
reportedly hired Citigroup to advise 
on options for repaying its US$2 billion 
Sukuk maturing in November this year.

Details on refi nancing the Jafza bond are 
expected to be fi nalized by the end of 
April 2012.

According to reports, the proposed 
structure involves an approximately 
US$300 million cash payment, a new 
Islamic bond and a club loan involving 
up to seven banks.

MOVES
JP MORGAN INDONESIA
INDONESIA: Haryanto T Budiman has 
been appointed as the new managing 
director and senior country offi  cer at JP 
Morgan Indonesia. 

He replaces Rizal P Prasetĳ o, who 
has decided to take a more hands-on 
business role as head of Indonesian 
equities distribution.

JS INVESTMENTS
PAKISTAN: JS Investments has 
appointed Maleeha Mimi Bangash as its 
chief strategy offi  cer.

Maleeha previously held the same 
position at an asset management 
company.

CIMB GROUP
MALAYSIA: CIMB Group Holdings has 
appointed Katsumi Hatao as a non-
independent non-executive director of 
CIMB Group.

Hatao, a nominee of Bank of Tokyo-
Mitsubishi UFJ, is currently the 
managing executive offi  cer and deputy 
chief executive of the global business unit 
at the bank.

Bank of Tokyo-Mitsubishi UFJ holds 5% 
equity in CIMB Group.

KHALEEJI COMMERCIAL BANK
BAHRAIN: Ebrahim Hussain Ebrahim 
has stepped down as the CEO of Khaleeji 
Commercial Bank. However, Ebrahim 
will continue to be a member of the 
bank’s board of directors. 

TAIB BANK
BAHRAIN: Sohail Sultan has replaced 
Adel Almannai as the new CEO of Taib 
Bank, according to the Bahrain Stock 
Exchange.

Coming up...
Volume 9 Issue 8 — 7th March 2012

Global crisis boosts growth in a lively but 
fragmented Sukuk market; By Samira 
Mensah, associate director, and Paul-
Henri Pruvost, associate, Standard & 
Poor’s.

Kuveyt Turk breaks the ice: The fi rst 
Turkish Sukuk; By Paul Wouters, lawyer 
with the Lawyer Antwerp Bar Association 
(Belgium), senior foreign counsel at Azmi 
& Associates (Malaysia/Singapore) and 
CEO of Senturiyon Global (Indonesia).

Islamic fi nance and the aviation leasing 
sector: An area of opportunity; By 
Mohamed Aljasim, chief investment 
offi  cer of Capital Management House.
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Despite having more than 40 Shariah 
compliant banks and financial 
institutions established in the country 
since the 1990s, the Iraqi Islamic 
banking sector had previously suffered 
from a lack of regulations and defining 
laws separating its operations from 
the conventional sector. However, 
in 2011 the Iraqi government issued 
the Islamic Banks Instructions No.6; 
a directive meant to clearly define 
the functions of an Islamic bank and 
permissible activities. Under the new 
law, Islamic banks are not allowed to 
dabble in any form of interest-based 
activities, including opening savings 
accounts and investing in institutions 
that use any form of interest or usury. 

Although some have viewed the law 
as stifling, others are appreciative that 
the government has clearly defined its 
guidelines for Islamic banking and are 
positive that the new law will further 
boost the country’s Islamic capital 
market growth. Already, domestic 
players are seeing an increase in 
demand for Islamic banking products 
from institutional and retail investors, 
ramping up the government’s efforts to 
inject Shariah compliant banking into 
the mainstream economy. In June last 
year, the ministry of finance and the 
Central Bank of Iraq announced a US$42 
million plan to be facilitated in boosting 
the Islamic activities of state-owned 
Rafidain Bank and Al Rasheed Bank. 

Muther Qasim, a senior advisor at the 
central bank, revealed that there is 

definitely demand for Islamic banking 
in the country.  Other established 
Islamic financial service providers in 
the country include Abu Dhabi Islamic 
Bank and the Kurdistan International 
Bank for Investment and Development. 
Even though the country is seeing a 
demand for Islamic banking products 

and new regulations to define the sector, 
the future of Islamic banking in Iraq is 
still muddled by political instability and 
economic turmoil. The recently passed 
Budget 2012 anticipates a deficit of 
US$12.6 billion, but expects oil income 
to remain buoyant based on an average 
price of US$85 per barrel.www.IslamicFinanceConsulting.com
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The GCC finance community should 
realize that this second bailout does 
not mean we are out of the woods. At 
least not yet. They just saved us from 
imminent default which was supposed 
to be triggered next month upon the 
maturity of some of Greek’s debt. 
Hence, I won’t rule out a third bailout at 
some point of time.

The second bailout out for debt-stricken 
Greece should enhance the business 
sentiment in the GCC. Will the latest 
development change the status of 
European banks in terms of lending to 
the GCC private sector or maybe remove 
the hiring-freeze policies? We need to 

wait and see. Nonetheless, it could be 
unlikely given the stringent requirements 
for capital adequacy of Basel III.

The lesson that the international financial 
community should learn is not to 
assume double standards when it comes 
to Dubai. In other words, the western 
media launched an all out war against 
Dubai a few years ago when it was facing 
difficulties in making good on its Islamic 
debt obligation. 

Nonetheless, Dubai is in the process of 
repaying them fully. However, if you 
look closely into the Greek bailout terms, 
you will see that the private investors 

will take a ‘haircut’. Those who hold 
Greek bonds will be paid only 53% (less 
or more) of their original investment (i.e. 
the principal). Our Sukuk industry has 
never witnessed a scenario where a high 
profile issuer recourses to a ‘haircut’, 
forcing the certificateholders to lose a 
significant portion of their investment. 
Nevertheless, our industry is facing 
imminent refinancing needs and we 
should be prepared to accept the worse 
case scenario should it occur.

Mohammed Khnifer is a Sukuk structurer 
and Banker’s Academy external Islamic 
finance expert (US). He can be contacted at 
mkhnifer1@gmail.com.

The Greek bailout: Can our industry accept a Sukuk ‘haircut’?

Iraqi banking law stifling competition?
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As the fi nal month of the fi rst quarter 
approaches, a majority of the asset 
management companies that form 
part of investment banks or fi nancial 
institutions are tabulating their fi gures 
as they close their fi nancial books.

As the majority of these companies focus 
on delivering their fi nancial results for 
the year, a few have undertaken the task 
to showcase themselves to the industry 
by releasing analysis and reports on the 
industry and its markets, as well as the 
economy at large.

Saudi investment company Alkhabeer 
Capital is one such company, and it 
recently released a report providing a 
forecast for GDP growth in the GCC 
region. 

Unsurprisingly the report predicts Saudi 
Arabia to emerge as the leading frontier 
economy with a total debt of 58% of its 
GDP as well as higher investment and 
rising infrastructure spending. Also 
topping of its list of high GDP growth 
countries in the region is Qatar.

On a global front, the report declared 
2012 to be one of bargain-hunting in 
equities worldwide with a likelihood of 
generating the highest optimum returns 
based on the risk appetite of an investor. 

Despite Europe’s GDP being expected 
to dip by 0.6%, the investment company 
picked UK equities as the best amongst 
the developed world; trading at a 
price-to-earnings ratio of 10.5, yielding 
3% dividends and having a price 
appreciation of up to 30%. 

Unfortunately, no such Islamic funds 
currently exist in the UK. The closest a 
Shariah compliant fund came to fi tt ing 
the bill was the Insynergy UK Shariah 

Growth fund that was launched in 2008 
to serve the potentially large UK market 
that is currently poorly provided for. 

Even with two million Muslims in the 
UK at that time however, the fund saw 
litt le interest from the community and 
has since closed. 

With very few options available, 
investors could alternatively look 
towards the exchange traded funds 
(ETFs) listed on the London Stock 
Exchange such as iShares, previously an 
arm of Barclays Global Investors, now 
Black Rock and Deutsche Bank’s ETF 
platform db x-trackers.

The iShares MSCI World Islamic has a 
11.46% country allocation in the UK as at 
the 23rd February, while db x-trackers DJ 
Islamic Market Titans 100 ETF allocated 
9.15% of the fund’s investment to the UK 
as at the 31st January.

If truth be told, then funds that have 
exposure in the UK equities will be the 
ones to look out for. Fund managers 
should do their own due diligence on 
the statistics provided in the report by 
AlKhabeer Capital and act accordingly.

 — RW

Greener grass for asset management

Despite anticipating an infl ux of 
foreign direct investments and bilateral 
trade with western and emerging 
economies, Saudi Arabia still remains 
relatively closed to foreign investors 
and fi rms, particularly in the legal 
fi eld. Similar to Malaysia, Indonesia 
and Brazil, the kingdom still has 
restrictions in place for foreign law 
fi rms looking to set up in the high 
growth emerging market. The Saudi 
Arabian government has pledged up 
to US$400 billion on infrastructure 
growth for the fi ve-year period 
between 2009-14: specifi cally for roads, 
airports and energy projects. 

The kingdom’s Islamic capital market 
sector, which prior to 2011 was relatively 
quiet, has also come alive with major 
issuances by SATORP and the General 
Authority of Civil Aviation, and is 
expected to continue on an upward 
growth trajectory throughout the year. 

Despite the restrictions on foreign law 
fi rms sett ing up as standalone entities, 
major law fi rms with an established 
international presence such as Vinson 
& Elkins and Baker & McKenzie have 
successfully penetrated the Saudi 
Arabian market via associations with 
local partner law fi rms. 

Although foreign law fi rms and foreign-
based lawyers have not shown signs of 
aggressively pushing for liberalization, 
the rapid growth of Islamic fi nance in 
the country and government support 
for project and infrastructure fi nancing 
could potentially spark a rush to 
establish themselves in this market. 
A Dubai-based lawyer commented: 
“The idea behind bringing in foreign 
law fi rms is to enable the transfer of 
technology and expertise which local 
lawyers don’t possess. It is possible to 
create exceptions to the rule, in the case 
of some local bar associations which do 

not allow foreign law fi rms to practice 
in areas such as litigation and family 
law, but allow representation for capital 
markets, banking and corporate practice 
groups.” 

He also believes that liberalization 
is crucial for reeling in foreign 
investments: “When foreigners come in, 
they will expect the law fi rms to deliver. 
Not allowing this could stifl e foreign 
investment. It is imperative for the legal 
system to develop in tandem with a 
country’s development.”  — NH

The importance of being legal 

With very 
few options 

available, investors 
could alternatively 
look towards the 
exchange traded 
funds (ETFs) listed 
on the London Stock 
Exchange such 
as iShares
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BERMUDA

By Belaid A Jheengoor, IFN Correspondent

Bermuda has a long history of being 
a domicile of choice for global 
infrastructure funds. On a global 
basis, there is a strong indication that 
infrastructure funds, including Shariah 
compliant ones, are emerging as a 
separate asset class. This is partly driven 
by the size of infrastructure projects in 
emerging markets. 

The choice of domicile for infrastructure 
funds is driven by the investors’ need for 
tax effi  cient and transparent structures, 
balanced with robust regulations 
and regulatory oversight. Global 
infrastructure funds oft en take the form 
of traditional private equity funds (PEFs) 
located in an international fi nancial 
center, such as Bermuda. 

Bermuda is well placed to emerge as an 
off shore platform for Shariah compliant 
PEFs for investors from the GCC and 
Southeast Asia seeking access to the US 
market, and for US investors seeking 
geographic and product diversifi cation 
investing in the GCC and Southeast Asia.

There is a close relationship between 
Islamic tenets of investments and PEFs. 
Both are participatory in nature, leading 
to the sharing of risks and rewards; and 
both invest in the real economy, taking a 
long-term view on investments with an 
exit plan, and aligning the interest of the 

stakeholders. Two of the main Islamic 
fi nancial principles governing Shariah 
compliant PEFs are Mudarabah and 
Musharakah. 

Shariah compliant funds are similar in 
their set up to conventional Bermuda 
funds and a PEF is typically structured 
as an exempted limited partnership. 
Bermuda’s limited partnership structure 
accommodates both the Mudarabah 
and Musharakah structures. The 
Bermuda Partnership Act does not 
att empt to regulate the aff airs of a 
partnership to any great extent. The 
specifi c requirements of either structure 
can easily to incorporated into the 
partnership agreement.

The Bermuda government welcomes 
Islamic fi nance. Bermuda has certain 
competitive advantages which make the 
structuring of Shariah compliant PEFs 
particularly att ractive.  These include:

• Bermuda’s reputation, strong 
alternative fund industry, highly 
regarded regulatory environment, 
speed to market and high quality 
infrastructure.

• Bermuda’s concentration of 
intellectual capital arguably exceeds 
competing jurisdictions. Bermuda 
has a pool of talented people 
including administrators, lawyers 
and accountants who work with 
world’s elite business people and 

dealing with complex products. They 
have also a long history of working 
with emerging markets; and provide 
a high level of customized service, 
which is a requisite of Shariah 
compliant infrastructure funds. 

• Bermuda’s situation geographically 
(with easy access to and from North 
America and London) serves as a hub 
for the asset management industry 
and is therefore well placed to emerge 
as an off shore platform for Shariah 
compliant PEFs targeting the North 
American market.

• Bermuda’s tax neutrality is a 
competitive advantage over its 
onshore competitors. 

• Bermuda’s legislation is robust, but 
fl exible to accommodate Islamic 
fi nancial products and structures. 
As an international fi nancial center, 
Bermuda off ers the same advantages 
for Islamic fi nancial products and 
institutions as it does for conventional 
products. In terms of regulation, we 
expect the regulator to apply a non-
discriminatory regulatory regime. 
Bermuda structures are also suitable 
parallel vehicles to accommodate 
both Muslim and non-Muslim 
investors.

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

Bermuda as a domicile for Islamic infrastructure funds

HONG KONG & CHINA

By Anthony Chan, IFN Correspondent

Despite recent improvements 
and eff orts made by the Chinese 
government, foreign investment in 
China remains particularly tricky. This 
can be especially so for investors using 
Islamic fi nance with its focus on asset-
backed investments and the lack of 
legislative encouragement for this form 
of fi nancing. 

However, new changes to government-
issued guidance on investment in China 
provides increased potential for Islamic 
investors seeking to fi nally make inroads 
into the China market. The changes 
have an impact on both the industries 

open to Islamic investors and the way 
in which Shariah compliant fi nancing 
deals must be structured for certain 
deals. Knowledge of the provisions of 
this guidance is not only essential for 
compliance with the Chinese regulatory 
framework but also for maximizing 
the potential new opportunities of the 
lucrative Chinese market.

On the 24th December 2011, the Chinese 
ministry of commerce and the National 
Development and Reform Commission 
jointly issued a revised version of the 
‘Foreign Investment Industries Guidance 
Catalogue’. The catalogue came into 
eff ect on the 30th January 2012 and 
contains a number of wide-ranging 
changes to its predecessor from 2007.

Foreign Investment Industries 
Guidance Catalogue
As many foreign investors in China 
know, the catalogue focuses on foreign 
direct investment and uses a four-fold 
categorization system: investments in a 
given industry are either ‘encouraged’, 
‘restricted’, ‘permitt ed’ or ‘prohibited. 
This can be seen as a sliding scale in 
terms of both the level of regulatory 
approval and red tape that must be 
satisfi ed and also the extent of support 
that will be received from the Chinese 
authorities for a given investment project. 
It is suffi  cient to say that investment 
in industries listed in the ‘prohibited’ 
category will not be permitt ed.

China’s foreign investment catalogue

continued...
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The revised catalogue places an 
emphasis on investments in technology, 
particularly ‘clean’ or ‘green’ technology, 
and also on the development of touch-
control technology. Other projects 
that are ‘encouraged’ include venture 
capital investments, consulting services 
for logistics and ‘household’ services. 
Investments falling into the ‘encouraged’ 
category will benefi t from recent rule 
changes whereby only local government 
approval is necessary for projects worth 
up to US$300 million although projects 
above this threshold will continue to 
need central government approval.

Although the number of industries 
included in the ‘encouraged’ category has 
increased, investments in some industries 
have also been restricted in scope or 
downgraded as the government seeks to 
avoid ‘over-heating’ certain industries. 
Key examples include investments in 
the luxury real estate market that are 
now ‘prohibited’ and the downgrading 
of a number of chemical and vehicle 
manufacturing projects. This may well 
aff ect the appetite of Shariah compliant 
investors naturally interested in the 
‘bricks and mortar’ sector.

The catalogue also continues with the 
theme of encouraging investments in 
China’s under-developed central and 
western regions. Investments in these 
areas are the subject of a separate 
guidance catalogue, ‘Catalogue 
of Priority Industries for Foreign 
Investment in the Central and Western 
Region’, which is expected to be revised 
in the near future. This development 
would appear to encourage Islamic 
investors to look into areas where there is 
a higher population of Muslims.

Another key factor of the catalogue is 
the requirement that certain investments 
take place via a joint venture vehicle with 
a Chinese partner. Examples include 
investments in the development of 
coal bed gas, petroleum or natural gas 
that must all be structured as equity or 
cooperative joint ventures. In some cases, 
the shareholding of the foreign investor 
in the joint venture vehicle must be 
capped so that the Chinese partner will 
be the major stakeholder.

These developments are of particular 
importance for Islamic fi nance investors. 
The gradual opening up of China to 
foreign direct investment off ers new 

opportunities to enter into a new 
and prosperous market. The success 
of Islamic fi nance in funding large-
scale infrastructure projects, and its 
applicability to other project fi nance 
schemes, make it ideally suited to take a 
prominent role in investment in China.

Although the real estate market, a target 
industry for Islamic fi nance, is showing 
signs of cooling in China, there remain 
other signifi cant industry areas that 
would satisfy the requirements and 
tenets of Islamic fi nance. The Chinese 
government’s focus on ‘clean’ technology 
and the construction and management 
of water services plants are examples of 
industries where Islamic fi nance could 
be successfully implemented. Although 
mandatory for certain investments, the 
use of joint venture agreements between 
Islamic investors and Chinese partners 
would be a sensible way to inject foreign 
capital into China whilst benefi ting from 
the practical experience of the Chinese 
partner. 

Conclusion
Issues for Islamic investors considering 

investment in China of course still 
remain. The mainland is signifi cantly 
behind its fellow Asian counterparts, as 
well as the UK, Germany and Turkey, 
in establishing itself as a center for 
Islamic fi nance. Proposed amendments 
to tax and other fi nancial regulations to 
encourage Islamic fi nance have failed to 
materialize and there appears to be a lack 
of momentum or political will to drive 
this forward.

The opening up of China to foreign 
investment, led by the guidance in the 
catalogue, should be seen by Islamic 
investors as an opportunity to take the 
lead in investing in a highly diverse 
and profi table market. Those willing to 
invest now and to build relationships 
with their Chinese counterparts may well 
fi nd themselves in pole position when 
the much-needed changes to encourage 
Islamic fi nance fi nally take place.

Anthony Chan is a partner at Brandt Chan 
& Partners in association with SNR Denton, 
Hong Kong. He can be contacted at anthony.
chan@snrdenton.com.

Continued
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QATAR

By Jaime Oon, IFN Correspondent

The IMF recently published a report 
which highlighted that banks in Qatar 
are interlinked and that there is a need 
for stronger regulation and supervision.  
At the same time, it recognizes that 
the risk att ributable to these linkages 
has declined signifi cantly since the 
world fi nancial crisis. Interestingly, the 
data used for this study was primarily 
collected before the prohibition of 
conventional banks operating in 
Islamic fi nance and so it does not really 
comment on the risks for the Islamic 
fi nance sector itself.
 
A push for increased regulation in the 
banking sector in Qatar is an underlying 
theme in many of the country-specifi c 
IMF reports.  The Qatar Central Bank 
(QCB) also recognized the need to 
mitigate risks further in its Second 
Financial Stability Review report 
published last October. Plans for a single 
regulator appear to be fi rming up and 
we await news of how this will work in 

practice. There have also been calls for 
a single GCC regulator to standardize 
the rules across the region and allow for 
more eff ective intra-GCC marketing of 
investment products.

 
From an Islamic fi nance perspective, 
we understand that the regulations are 
being tightened as it was reported earlier 
in the month (in the IMF report) that 

conventional banks will not be allowed 
to invest in Sukuk. We have been unable 
to obtain confi rmation of this from QCB 
but it would appear that the separation 
of conventional and Islamic fi nance is to 
go even deeper than initially envisaged. 
The QCB is aiming for orderly growth 
in the Islamic sector and this additional 
restriction is clearly the path for this. 
 
In the last month, HSBC Qatar has 
now changed all its Islamic outlets to 
conventional branches, although it is 
unwilling to comment on what its Islamic 
window clients have chosen to do. Qatar 
Islamic Bank has continued its expansion 
strategy with the opening of a new 
branch in central Doha and Qatar First 
Investment Bank has announced that it 
is looking to list its shares later this year. 
We are certainly seeing a sector which 
has started to take advantages of the 
regulatory changes.   

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

It would 
appear that 

the separation of 
conventional and 
Islamic finance is 
to go even deeper 
than initially 
envisaged

Regulation and expansion

UK

By Dr Natalie Schoon, IFN Correspondent

Although the temperatures in the 
UK are below freezing, the Islamic 
fi nancial climate has warmed up aft er 
a relatively slow start during the fi rst 
half of January. Towards the end of 
February TheCityUK, an independent 
membership body for the promotion 
of the competitiveness of UK fi nancial 
services in the UK and abroad, signed 
a MoU with the Dubai International 
Financial Center Authority (DIFC). 
The agreement covers the sharing of 
fi nancial, legal and regulatory expertise, 
and collaboration in areas of mutual 
interest. In addition, it is intended to 
build closer links on education, training 
and qualifi cations. The agreement 
is expected to lead to signifi cantly 
increased exports to the Middle East 
and North Africa for UK fi nancial 
services fi rms.

Gatehouse Bank realized a 21% return-
on-equity as a result of the sale of one 
of their properties in the US. VA Ocean 

Side Clinic near San Diego was originally 
purchased for US$44.8 million. Aft er an 
18-month holding period, the bank exited 
the investment at US$54.4 million.

The Bank of London and The Middle East 
(BLME) entered into a leasing transaction 
with Global Marine Systems for the 
amount of GBP14 million (US$22 million). 
The underlying asset is a vessel for the 
installation of subsea power cables at 
off shore wind farms, and is the fi rst foray 
into renewable energy for the bank. 

Aft er the initial success of their savings 
account off ering at the end of Ramadan 
2011, Islamic Bank of Britain (IBB) is now, 
for a limited period, off ering a 120-day 
notice account for which the estimated 
profi t is 4% for the fi rst 60 days. 

Although the expected rate is similar 
to the Premier Deposit Account off ered 
by BLME, with a minimum balance of 
GBP500 (US$793.4), this off er is accessible 
to a large range of retail clients. 

The London Stock Exchange saw yet 
another listing of a Sukuk, this time 

Majid Al Futaim. The MAF Sukuk is 
US$400 million and has a maturity of fi ve 
years. The yield on the issue is 5.85%. 

The underlying structure is a Wakalah 
agreement under which properties 
from Majid Al Futaim are purchased 
by the special purpose vehicle and 
are subsequently leased back by the 
company.

The Islamic Finance Professional Interest 
Forum at the Chartered Institute for 
Securities and Investments hosted a 
successful panel discussion on risk and 
Islamic fi nance. 

The three panelists, Dennis Cox (RiskRe-
ward), Emily Macdonald (Gatehouse 
Bank) and Lawrie Chandler (Emirates 
NBD), provided the audience with valu-
able insights into the risks that Islamic 
banks face from national, international 
and asset management perspectives and 
how these are managed.

Dr Natalie Schoon is the principal consultant 
at Formabb and she can be contacted at mail@
formabb.co.uk. 

Warming up
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Kuveyt Türk Katilim Bankasi (Kuveyt 
Türk), the Turkish incorporated 
participation bank majority-owned 
by Kuwait Finance House, launched 
its sophomore Sukuk into turbulent 
market conditions on the 30th October 
2011. This was the fi rst Sukuk issuance 
for Kuveyt Türk since its inaugural 
US$100 million three-year Sukuk 
Wakalah in 2010.

That particular issuance was targeted 
solely at Kuveyt Türk’s well-established 
Turkish and European investors. The 
US$350 million follow-up to its inaugural 
Sukuk has taken on a more international 
dimension with investor meetings 
specifi cally targeting foreign jurisdictions 
in Asia, the Middle East and Europe 
alongside the usual plethora of global 
investors. This was to guarantee a strong 
orderbook in light of challenging metrics 
originating out of Europe as a result of 
sovereign debt crisis. 

The issuance was ultimately 
oversubscribed by approximately 145%. 
Banks accounted for 81%, while fund 
managers and insurance fi rms took 8% 
and sovereigns and supranationals took 
10%. Sixty nine percent went to Middle 
East investors, while Asian investors took 
19% and European investors took 12%. 

The issuance was rated ‘BBB’ by Fitch 
Ratings in line with the long-term foreign 
currency default rating of Kuveyt Türk, 
and one level above the foreign exchange 
rating of Turkey.

The Sukuk was issued by KT Sukuk 
Varlık Kiralama, a Turkish-based special 
purpose company established pursuant 
to the recently imposed Communiqué on 
Lease Certifi cates of the Capital Markets 
Board. 

The joint lead managers and bookrunners 
of the deal were HSBC, Standard 
Chartered and Liquidity Management 
House, while Abu Dhabi Islamic Bank 
and Commerzbank were also lead 
managers. Co-managers were Bank 
Islam, Kuwait Finance House Malaysia, 
Kuwait International Bank, Qatar Islamic 
Bank, Bank Islam Brunei Darussalam; 
and the legal advisors were King & 
Spalding,  Mutlu Halaçoğlu-Yalçin-Ayaz 

Avukatlik Ortakliği,  Allen & Overy,  
Paksoy Ortak Avukat Bürosu.

Under the Ijarah agreement, KT Sukuk 
Varlik Kiralama will use the proceeds to 
purchase from Kuveyt Türk a portfolio 
of real estate Ijarah assets, non-real estate 
Ijarah assets and Murabahah receivables. 
In accordance with the lease agreement 
(in relation to the real estate Ijarah  
assets), Kuveyt Türk will then lease back 
the real estate Ijarah assets and will pay 
rent to the issuer who will in turn pay 
the profi t distribution to the certifi cate 
holders.

Ufuk Uyan, CEO of  Kuveyt Türk, said in 
his assessment that: “Upon the interest 
shown in the fi rst Sukuk issuance, 
Kuveyt Türk had reached a signifi cant 
point, releasing a new issuance  in 
line with our target to bring long-term 
funds into the Turkish economy whilst 
reinforcing their leadership in originating 
Turkish Sukuk”.

This Sukuk also represents a fi rst-of-
its-kind transaction from a number 
of perspectives. It is the fi rst fi ve-year 
Sukuk transaction to be originated out of 
Turkey; it is the fi rst asset-backed, true 
sale (backed by a real estate component) 
Sukuk out of Turkey; and it is the fi rst 
Sukuk structured in accordance with 
the revised Turkish legislation on rental 
certifi cates that came into eff ect early 
2011.

This is also the fi rst Sukuk issued 
pursuant to the revised tax legislation 
that deemed the transaction tax neutral 
and waived all land charges providing 
certain conditions were met. 

It is also important to note that during 
the time period that the transaction 
closed, a number of publicly announced 
Sukuk issuances were being postponed 
even aft er their roadshows had taken 
place due to in part to investor sentiment 
but predominantly as a result of market 
turmoil.

In recognition of the unique nature 
and groundbreaking achievements the 
issuance was awarded the Turkish Deal 
of the Year at the Islamic Finance news 
Awards 2011.  — SW 

Kuveyt Türk’s US$350 million five-year Sukuk 
Ijarah

KT Sukuk Varlık Kiralama

US$350 million

30th October 2011

Issuer KT Sukuk Varlık 
Kiralama

Obligor Kuveyt Türk Katilim 
Bankasi

Issuance 
price

US$350 million

Purpose of 
issuance

General corporate 
purposes

Tenor Five years

Coupon rate / 
return

5.875%

Payment 30th April and October 
of each year 

Currency US dollar

Trustee HSBC Corporate 
Trustee Company (UK)

Maturity date Oct 30 2016

Listing London Stock 
Exchange

Rating ‘BBB’ Fitch

Spread 447.5 over US treasuries

ISIN / 
Common 
code

XS0698260758 / 
069826075

Structure / 
instrument

Ijarah

Face value 
/ minimum 
investment

US$100,000 and 
multiples of US$1,000 
thereaft er
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A number of initiatives and eff orts in 
the past to open the New Zealand (NZ) 
market place for Shariah compliant 
investment products and services have 
not produced a favorable outcome. 
The approach has been to att ract 
Islamic fi nancial services to meet the 
needs (mainly home fi nancing) of the 
50,000 plus Muslims living in NZ as 
opposed to att racting Islamic capital 
and investment to some of the world-
leading business sectors here. Given the 
size of the Muslim population in NZ, it 
is relatively easy to conclude why this 
approach has not produced any results 
to date. 

On the other hand, the opportunities 
available through foreign direct 
investment into some of the business 
sectors would not only benefi t NZ 
fi rms but also bring sustainable growth, 
prosperity and security to NZ Muslims 
and international Muslim investors. 

NZ has one of the developed 
world’s most aff ordable rural land, 
stable weather conditions, political 
environment and more importantly 
is recognized as a world leader in the  
farming and agricultural industry. NZ is 
also the fi ft h largest dairy producer and 
the largest exporter of dairy products 
in the world. In addition, NZ is now 
opening its doors for foreign direct 
investment in its energy, power, transport 
infrastructure and mining sectors with 
controlled but att ractive conditions.

Halal industry
NZ is the world’s largest exporter of halal 
slaughtered sheep meat (lamb). Annual 
sheep meat exports to Saudi Arabia, 
for example, are worth NZ$98 million 
(US$81.4 million), and to Malaysia NZ$37 
million (US$30.7 million). Combined 
annual export value to Indonesia, 
Malaysia, Saudi Arabia and the UAE 
was worth approximately NZ$2.6 billion 
(US$2.2 million) in 2010. This represents 
about 6% of total exports.

The global halal meat market is estimated 
to be worth more than US$600 billion 
annually or approximately 16% of the 

entire food industry. This presents a huge 
opportunity in this sector for Muslim 
investors and for NZ in the future. 
The NZ government is well aware of 
this opportunity and is supportive of 
developing the halal meat market.

To ensure that NZ beef and lamb 
continue to be acceptable to Islamic 
markets, the New Zealand Food Safety 
Authority recently developed new rules 
for halal food certifi cation. The new rules 
set out competencies required by anyone 
who performs halal slaughter or certifi es 
halal meat. This is to ensure that the NZ 
halal food certifi cation is robust, credible 
and recognized by other global trading 
partners, mainly in the Islamic world. 

NZ  gained recognition for this initiative 
and won the highest award in the halal 
industry during the World Halal Forum 
2011 in Malaysia for the introduction and 
implementation of its halal legislation. 

Other notable engagements with the 
Muslim world include the expansion 
of a burger fuel fast food chain into the 
Middle East region. Fonterra (a NZ dairy 
cooperative, the largest dairy exporter in 
the world) currently has a 76% share of 
the adult milk market and an 80% share 
for prenatal dairy products in Malaysia. 

Prospects for Islamic finance
NZ has the reputation of being a small 
country but a big laboratory. As a young 
country that is distant from world 
markets, NZ has become a world-beater 
at fi nding creative solutions to a range 
of problems. A culture of innovation 
and research is pushing the country into 
global leadership in many fi elds: such 
as food and beverage, clean technology, 
high value manufacturing, information 
and communications technologies, 
biotechnology, infrastructure, petroleum 
and minerals, venture capital and private 
equity, and public sector reform and 
administration. 

• Ranked the most peaceful country 
in the world in 2009 and 2010 by 
the Global Peace Index, Institute for 
Economics and Peace.

• Ranked joint fi rst as the least corrupt 
country in the Corruption Perceptions 
Index 2008.

• Ranked fi rst in the world for 
protecting investors by the World 
Bank.

• The fi rst developed nation to sign a 
free trade agreement with China. 

• Ranked second in the world for ease 
of doing business  by the World Bank 
Doing Business 2008 Report 

• Ranked fi ft h freest economy in the 
world by the 2009 Index of Economic 
Freedom.

As part of my study, I have come across 
an interesting piece of research carried 
out by two economics professors 
at George Washington University, 
Scheherazade S Rehman and Hossein 
Askari. They att empted to answer 
the question: “To what extent do self-
declared countries actually behave 
like Islamic countries, i.e. following 
Islamic economic teachings as laid out 
in the Holy Quran and practiced by 
Prophet Muhammad?” They did this by 

Opportunities for Islamic finance: A New 
Zealand perspective  
The time is right for New Zealand to structure a more focused economic engagement with the Muslim world. 
MOHAMED NALAR provides an insight into the current landscape.

continued...
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proposing an Economic Islamicity Index, 
based on 12 principles derived from the 
Holy Quran. These principles include;

1. Economic opportunity and economic 
freedom.

2. Justice in all aspects of economic 
management, i.e. property rights and 
the sanctity of contracts.

3. Bett er treatment of workers including 
job creation and equal access to 
employment.

4. Higher education expenditures 
relative to GDP, including equal 
access to education.

5. Poverty eradication, aid and 
providing basic human needs; no 
hoarding of wealth, i.e. economic 
equity, and less opulence in 
consumption. 

6. A more even distribution of wealth 
and income.

7. Bett er social infrastructure and 
provision of social services through 
taxation and social welfare.

8. Higher savings and investment 
rates, i.e. management of natural and 
depletable resources.

9. Islamic Financial System I: risk 
sharing as opposed to debt contracts, 
i.e. a supportive fi nancial system and 
elimination of speculation (Quran 
2:275, 4:29).

10. Islamic Financial System II: fi nancial 
practices that include the abolition of 
interest (Quran 2:275, 2:275).

11. Higher trade/GDP, higher foreign 
aid/GDP and higher degree of 
environmental preservation and 
vigilantly supervised markets, i.e. 
overall state eff ectiveness in achieving 
economic prosperity.

Using data that included conventional 
economic performance ranking by 
established sources, such as the World 
Bank Development Indicators, United 
Nations Human Development Index 
data, Heritage Foundation Economic 
Freedom Index, CPI’s [Corruption 
Perceptions Index] Transparency 
International data, and Freedom 

House data, the researchers ranked 208 
countries. 

According to their methodology and 
data, NZ is the country of the world that 
adheres most closely to Islamic Economic 
principles.  

In their conclusions, the authors surmise 
that: “The lack of economic development 
can be att ributed to age-old problems 
of developing countries, such as 
ineffi  cient institutions, bad economic 
policies, corruption and other traditional 
developing country diseases. 

It is, in fact, the shortcoming of the 
governments, not the religion, that 
account for the dismal economic 
development in the Middle East.” 

The average Islamicity Index (where 
a lower fi gure means more Islamic) 
for countries of the Organisation 
for Economic Co-operation and 
Development (OECD) is 25, while that of 
the Organization of Islamic Cooperation 
(OIC) countries is 139. The highest-

ranking Muslim-majority country is 
Malaysia, coming in at #38. Only 15 of 
the 54 OIC countries appear in the top 
half of the table.

Conclusion
The above fi ndings clearly indicate that 
NZ is in a great position to build a much 
stronger relationship with the Muslim 
world. 

Whilst New Zealand is not an Islamic 
country and has it is own weaknesses 
and issues it is one of the very few 
countries in the world that has 
established a balanced moderate social 
system based on justice and fairness. 

The Muslim world needs to know this. 
Only then can we build successful 
business relationships.

Mohamed Nalar is the head of business 
performance and reporting at Auckland 
Council (local government). He can be 
contacted at m.nalar@actrix.co.nz.
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There is a popular misconception 
in the GCC region, particularly in 
Saudi Arabia, that the sole purpose of 
derivatives is founded upon speculative 
principles. The aversion to the use of 
derivatives within the region is not only 
due to the evident intrinsic failure of 
a number of international structured 
products following the collapse of 
Lehman Brothers in 2008, but also 
due to a negative over-simplifi ed 
interpretation of derivative instruments.

There is a certain degree of irony in this 
simplifi cation, as the most straightforward 
derivatives are actually of unquestionable 
benefi t in traditional structured fi nance 
and accordingly the question remains as 
to whether such derivatives, if adhering 
to Shariah principles, can be utilized more 
pervasively in the GCC region and, more 
particularly, in Saudi Arabia. 

Business case
In their most basic form, derivatives have 
an important commercial function in 
mitigating investor exposure to market 
fl uctuations, reducing transaction 
costs and providing investors with 
accessibility to new markets. As things 
currently stand, some Islamic institutions 
and investors from the GCC region 
are more exposed than their western 
counterparts to changes in market 
conditions. For example, in the GCC 
region, currencies are (for the most 
part) pegged to the US dollar. In highly 
structured transactions, these currencies 
will have exposure to both non-US 
currency fl uctuations and the possibility 
of a future de-pegging from the US 
dollar. Currency exposures of this nature 
could more easily be averted through the 
use of Islamic derivatives.

From a competition perspective, it is 
important for the Islamic fi nance sector 
in the region to have access to Islamic 
derivative products. The availability 
of these products is fairly widespread. 
However, their acceptability is still met 
with signifi cant resistance. A greater 
acceptance of Islamic derivatives 
instruments in the region will ensure 
the further development of the Islamic 
fi nancial services sector within the GCC.

Derivative documentation
On the 1st March 2010, the International 
Swaps & Derivatives Association (ISDA) 
and the International Islamic Financial 
Market (IIFM) formally launched the 
ISDA/IIFM Tahawwut Master Agreement 
in Bahrain. The ISDA/IIFM Tahawwut 
Master Agreement is a proforma 
agreement which can potentially provide 
a framework from which all Murabahah, 
Musawwamah and Waad-based Islamic 
derivatives can be negotiated and 
documented.

The agreement is of signifi cant 
importance to the evolution of Islamic 
derivatives as it is the fi rst international 
standardized document of its kind. As 
such, and with the appropriate support 
and development, the agreement could 
potentially lead to the creation of an 
international Shariah compliant intra-
bank derivatives market. 

Islamic derivatives in practice
Murabahah is a particularly widespread 
form of Shariah compliant structured 
fi nance used within the GCC and 
specifi cally in Saudi Arabia. The 
Murabahah form of structuring can also 

be used as a means to facilitate a number 
of Islamic derivatives. 

Despite its widespread use as a Shariah 
compliant structure in the kingdom, 
Murabahah is not widely accepted when 
used to facilitate an Islamic derivatives 
transaction. The rationale behind this lies 
in the intended use of the instrument. 
Shariah scholars have stated that the 
Murabahah structure is intended for 
use in trade fi nance and consequently 
it should not be amended for use in 
derivative transactions. Those working 
within the Islamic fi nancial services 
industry are being encouraged to create 
innovative structures and techniques 
which diverge from the Murabahah 
structure so as not to abuse its intended 
use. 

An example of how an Islamic cross-
currency swap has been used within the 
Murabahah context outside of the GCC 
can be found in charts 1 and 2.

The Islamic cross-currency swap outlined 
benefi ts from the reduced funding costs 
of both parties through the ability to raise 
currency cheaply with the assistance of 
a counter party rather than converting 
funds on the international foreign 
exchange. The rejection of this form of 
Islamic derivative in the GCC derives 
from the fact that the intention is to 
exchange money which, in itself, is not 
recognized as a tradable asset from an 
Islamic fi nance perspective.

Compatibility of derivatives 
with Shariah principles
There are a number of conceptual 
diffi  culties in creating Islamic derivatives, 
some of which can be associated with the 
inherent nature of traditional derivatives, 
and others (such as credit-linked notes) 
as a byproduct of their evolution into 
complex structured instruments in 
traditional fi nancial markets. 

One of the key problematic issues with 
traditional derivatives pertains to the 
set-off  and nett ing sett lement provisions 
common to most derivative contracts. 

The evolution of Islamic derivatives  
Despite its widespread use as a Shariah compliant structure in Saudi Arabia, Murabahah is not widely accepted 
when used to facilitate an Islamic derivatives transaction within the kingdom. MARTIN FOSTER-JONES 
discusses.

continued...
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Traditional derivative contracts are oft en 
sett led in cash following a reverse of 
the initial transaction. From an Islamic 
perspective this essentially means there 
is no genuine sale and as a direct result of 
this the transaction is void.

Besides the lack of asset ownership at 
the time of sale, other areas of concern 
shared by Islamic scholars have 
centered on the excessive uncertainty or 
speculation associated with derivative 
transactions and the fact that they oft en 
reference assets that are not in existence 
at the time of entering the contract.

In order to adhere to Shariah principles, 
derivative transactions in the GCC 
should be provided in response to a 
genuine market need, pertain to the 
direct ownership of an underlying asset, 
avoid reference of non-existent assets at 
the point of contract execution and avoid 
any unnecessary risk or speculation. 
If these criteria are met with a view to 
creating an equitable system, such an 
approach could potentially be interpreted 
as being in the interest of the public.

Going forward
There is currently a broad spectrum 
of interpretation in respect of the 
Shariah compliance of certain Islamic 
derivative structures. This divergence of 
jurisprudence is largely motivated by the 
diff ering schools of thought, individual 
interpretation of Shariah and varying 
levels of knowledge about the mechanics 
of derivative structures. 

It is diffi  cult to envision a convergence 
of views and the formation of a 
defi nitive consensus with respect 
to Islamic derivative use in the near 
future. This being said, the combined 
eff orts of the AAOIFI, the IIFM and the 
Islamic Financial Services Board (IFSB) 
to create the ISDA/IIFM Tahawwut 
Master Agreement have certainly been 
encouraging. 

In order to continue moving forward, 
it is important to accept the existence 
of a divergence of opinion and work 
within these parameters. The current 
misconceptions in the market can 
be negated through the continual 
engagement of Shariah scholars in the 
Islamic derivative discussion, as well 
as the de-mystifying of certain aspects 
of those Islamic derivatives that are 
already in existence. With this approach 

in mind, there is a greater possibility 
that the use and acceptability of Islamic 
derivatives will become more pervasive 
in the GCC.

Martin Forster-Jones is an associate in 
the Islamic fi nance department at King & 
Spalding. He can be contacted at mforster-
jones@kslaw.com.
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2. The secondary (reverse) Murabahah.
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Islamic cross-currency swap 
2. The secondary (reverse) Murabahah.

Swap counterparty purchases commodities from broker B in currency B.
Swap counterparty on-sells these commodities to bank (commodities under 
the secondary Murabahah have the same value as those purchased under the 
primary Murabahah).
The bank pays installments on a deferred basis of the pre-agreed secondary 
Murabahah pro t in currency B. Installment payment dates under the 
secondary Murabahah mirror those under the primary Murabahah. 
The bank sells the commodities to broker A and receives payment in 
currency A.

a.
b.

c.

d.

1. The primary (term) Murabahah.
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INSTALLMENTS
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SWAP
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Islamic cross-currency swap 
1. The primary (term) Murabahah.

Bank orders and purchases commodities from commodity broker A at cost 
price in currency A.
Bank on-sells commodities to the swap counterparty.
Swap counterparty pays in currency A for the commodities purchased from 
the bank under the primary Murabahah on pre-agreed payment dates in 
deferred pre-agreed installments which also include pre-agreed pro t.
Swap counterparty sells the commodities to commodity broker B who pays 
in currency B. 

a.

b.
c.

d.
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The Sudanese economy has been in 
disarray since the mid-1990s. The 
principal causes of the disorder have 
been the costly civil war, political 
instability, an infl ux of refugees from 
neighboring countries, as well as 
internal migration, and a decade of 
below-normal annual rainfall with 
the concomitant failure of staple food 
and cash crops. In addition, Sudan’s 
economic problems have also been 
mirrored in the rapid devaluation of 
the Sudanese pound against the major 
international currencies, namely the US 
dollar.

In July 2011, a crisis occurred in the 
Sudanese economy because of its 
division into two states. It was incumbent 
on the government to provide the 
safeguards and precautions necessary 
with respect to axes aff ecting the 
macroeconomy: which includes currency 
and monetary policies, foreign exchange 
and foreign debt, in addition to some of 
the problems that may arise as a result of 
the separation, such as confl icts aff ecting 
the price of petroleum, unemployment, 
infl ation and the fl uctuation of currency 
exchange rates. These issues have 

implications for the monetary and 
fi nancial system in particular.

Economic Indicators of 2011
Reasons for the increase in infl ation rates 
in 2011 are as follows:

(1) The central bank or the ministry of 
fi nance does not have the ability to 
control imported infl ation directly 
because it depends on global market 
conditions.

(2) There is a strong positive correlation 
between infl ation and exchange rates. 
The low exchange rate of the local 

currency against the US dollar in the 
unregulated market leads to higher 
infl ation.

(3) The deterioration of the value of 
the Sudanese pound against the 
US dollar in the prices of many 
imported goods from abroad as well 
as the prices of raw materials and 
intermediate goods.

Money supply
Money supply rose in November to 
SDP40,102 million (US$14.8 million), 
compared to SDP39,326 million (US$14.5 

Money squeeze and austerity financial 
measures in Sudan  
ELHUSSEIN ISMAIL HUSSEIN BADRI is positive on the growth prospects of the Sudanese economy with the 
proper fi scal policies in place, despite its current political turmoil.

continued...

The Central 
Bank of Sudan 

has revealed its 
intentions to amend 
its Islamic banking 
regulations to 
accommodate other 
modes of financing 
which are more 
relevant to the 
productive 
sector

Table 1 — Money supply from January 2011 to November 2011

Month NFA NDA Revaluation Money Supply Cumulative growth 

Jan-11 -3,001.2 29,880.9 9,509.0 36,388.6 2.5%

Feb-11 -2,299.3 28,943.8 10,165.7 36,810.1 3.7%

Mar-11 -2,217.5 29,655.0 10,361.2 37,798.6 6.5%

Apri-11 -1,435.9 29,017.6 10,154.0 37,735.7 7.0%

May-11 -2,233.6 30,453.1 10,207.3 38,426.8 8.3%

June-11 19,46.3- 30,784.2 10,174.9 39,012.8 10.2%

July-11 -3,304 32,128.4 10,159 38,983.4 8.4%

Aug-11 -3,771 33,150 10,220 39,599 8.8%

Sept -11 -5,153 34,152 9,928 38,927 7.3%

Oct-11 5,515.9- 34,718.3 10,124.5 39,326.9 10.8%

Nov.11 -6,104.7 36,304.4 9,902.2 40,102 13.0%

Source: Central Bank of Sudan

Source: Central Bureau of Statistics
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million) for October 2011 and the 
cumulative growth rate reached 13%. 
The money supply is expected to reach 
about SDP40,659 million pounds (US$15 
million) by the end of 2011, a growth rate 
of 16.7%, and the monetary base to reach 
SDP19,179 million (US$7.07 million).

The fi gure above shows the high rate of 
cumulative growth for November 2011, 
which reached 13%. The cumulative 
growth rate is expected to have 
continued to increase until the end of 
December 2011, and there has to be a 
coordination of eff orts between fi scal and 
monetary policy to accommodate the 
output of the state budget for 2012.

The increase in money supply during 
2011, largely to increase under the net 
domestic assets, which rose during the 
year by about 30%, contributed to the 
total change in the money supply by 
about 130%.

Exchange rate and foreign currency 
market
The average exchange rate of the US dollar 
against the Sudanese pound is stable 
within the limits of 2.67 in December in 
2011, which saw a slight increase in the 
parallel market, amounting to about 4.38 
compared to 4.08 in November, and an 
incentive of 4.77%. 

Islamic fi nance
From the charts and tables provided 
we observe the high rate of Murabahah 
fi nancing compared to other modes of 
fi nancing, despite its relatively high 
risk. This is mainly due to the ease of 
implementation. However, the Central 
Bank of Sudan has revealed its intentions 
to amend its Islamic banking regulations 
to accommodate other modes of 
fi nancing which are more relevant to the 
productive sector.

Microfi nance
The central bank will continue its eff orts 
in microfi nance in order to contribute 
in achieving economic and social 
development, and increase income and 
employment of substantially all the 
target segments.

It is also necessary to encourage and 

support those seeking to establish 
public institutions or funds to ensure 
the provision of microfi nance: such 
as insurance companies, civil society 
organizations and other charitable 
organizations; as well as to encourage 
the granting of microfi nance through 

Continued

Table 2 — Flow of funding by Islamic modes from January 2011 to November 2011 (US million dollars)

mode/month Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Average

Murabahah US$433.4 US$384 US$469 US$357 US$453 US$550 US$444 US$411 US$387 US$459 US$367 US$429

Musharakah US$100 US$85 US$38 US$52 US$45 US$140 US$56 US$60 US$38 US$40 US$46 US$63.5

Mudarabah US$46 US$34 US$41 US$24 US$91 US$27 US$28 US$27 US$53 US$32 US$71 US$43.1

Salam US$2.6 US$4.8 US$1.1 737,058 US$1.1 US$3.7 US$10 US$14 US$9.2 US$6.2 US$6.3 US$5.4

Mugawlah US$4.7 US$30 US$45 US$132 US$55 US$109 US$62 US$51 US$41 US$49 US$54 US$61

Ijarah US$737,058 US$368,529 US$737,058 US$737,058 US$1.3 US$4.4 US$1.5 US$589,647 US$368,529 US$1.1 US$479,088 US$1.1

Others US$50.4 US$111 US$63 US$174 US$34.3 US$104 US$230 US$44 US$349 US$121 US$103 US$126

Total US$680 US$648 US$658 US$739 US$679 US$938 US$832 US$607 US$878 US$706 US$648 US$729

Source: Central Bank of Sudan

Source: Central Bank of Sudan 

Source: Central Bank of Sudan 

Ijarah

continued...
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associations or unions, or encouraging 
religious leaders to take over the 
communication process with banks on 
behalf of the target customers.

Open market operations and the stock 
market
Index closed market Khartoum Stock 
Exchange was down in December 2011 
from 2,369.94 to 2,368.46 points. The 
trading month has limited trading in 
sectors including banks, industrial, 
insurance and certifi cates of investments.

Economic performance 
expectations in 2012
The state has implemented a program to 
avoid some potential problems for 2012 
such as:

A. Signifi cant expansion in state 
spending.

B. The marked decline in the fi nancial 
and tax eff ort of the state, especially 
aft er the entry of oil revenues (45% 
of total revenues) and the abolition 
of tax exemptions on agriculture and 
investment.

C. The chaos in the control of the 
ministry of fi nance and national 
economy on the proceeds of 
institutions, companies and 
government agencies.

D. Exchange items outside the budget.

The important goals of the program 
are to achieve economic stability and 
sustainability by:

A. Bridging the gap in key commodities 
and basic services to citizens.

B. Increasing the fi nance and taxation 
of the state at the federal and state 
levels.

C. Rationalizing the current expenditure 

and spending on national 
development projects.

D. Reducing the rate of unemployment.
E. Increasing the number of issues with 

the release of Sukuk instruments 
contribute to the support of the public 
treasury and instruments to fi nance 
development projects. 

Conclusion
It is necessary to clarify that the 
targeting of high growth rates means the 
formulation of monetary policy must be 
commensurate with the accommodative 
monetary and fi scal policies.

Elhussein Ismail Hussein Badri is an 
economist and the head of policies and 
research and statistics department at the 
Central Bank of Sudan. He can be contacted 
at Elhussien.Ismaeel@cbos.gov.
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Private banking is an umbrella term 
for the fi nancial services aff orded to 
high and ultra net worth individuals 
(UHNW) and family offi  ces as well 
as large institutional investors with 
sizeable assets. 

According to a report by Boston 
Consulting Group (BCG) last year, Saudi 
Arabia had the highest concentration 
of UHNW households, measured per 
100,000 households (at 18) followed by 
Switzerland (10), Hong Kong (9), Kuwait 
(8), and Austria (8). 

Although millionaires globally form a 
fragment of all households at a mere 
0.9%, they own approximately 39% of 
global wealth. The number of millionaire 
households increased by 12.2% in 2010 to 
about 12.5 million.

As Islamic fi nance gains prominence 
globally, increasing numbers of 
fi nancial institutions are establishing 
Islamic windows to cater to the Muslim 
clientele. In spite of this, Islamic assets 
are relatively small in the context of the 
global private banking market. UBS, 
currently ranked the world’s third largest 
private bank in the world with assets 
under management of about US$1.56 
trillion, launched its standalone Islamic 
private bank in 2004 to cater to its 
wealthiest Middle Eastern clients.

Another fully-fl edged Islamic private 
bank is Bahrain-owned Ithmaar Bank’s 
Faisal Private Bank. Touted as the fi rst 
Swiss Islamic bank, Faisal Finance was 
established in 1982. It became a bank 
aft er obtaining a full banking license 
24 years later. This begs the question: 

is Islamic private banking true to the 
form and substance of its conventional 
counterparts such as Coutt s, Julius Bär 
and Pictet & Cie?

Fares Mourad, the managing director 
and head of Islamic Finance at Bank 
Sarasin, argues that it is not only equal 
but much more as it also off ers the ability 
to help Muslim clients fulfi ll their needs 
and obligations in this world for a bett er 
aft erlife — something not off ered in the 
conventional space. 

“Aside from the wide range of 
investment products as well as incentives 
also specially catered to the conventional 
investor, Islamic private banks provide 
an avenue for the Muslim investor to 
invest according to Shariah principles, 
which is part of his duty as Muslim to 
do,” he elaborates.

Fares describes Islamic private banking 
as having evolved from an investment 
banking style with a focus on deals and 
products into a more asset management 
style of business which generates a 
steady (albeit slower) stream of income. 
However, he contends that the term 
‘private banking’ is being misused by 
inexperienced private bankers, who are 
conjugating asset management, wealth 
management and private banking into a 
single stream, something with which he 
totally disagrees.

“Wealth management concerns the 
life cycle of the investor and how he 
manages it.  You cannot solely address 
it from an asset management or Islamic 
banking perspective. In general, there is a 
shortcoming when it comes to using the 
term private banking,” he explains. He 

feels that this strategy is used to att ract 
heedless affl  uent clientele seeking to 
obtain desired returns.

Fares is of the view that affl  uent investors 
should be rightly advised by their 
private banker as to the best methods of 
managing their wealth, as many tend to 
associate their investment and business 
decisions with their private wealth. These 
investors expect their private wealth to 
obtain similar returns to their businesses.

“In reality, their private wealth 
comprising private properties, real estate 
and bankable assets should be deemed 
as their reserves of last resort. So that if 
and when their businesses do suff er a 
setback, their private wealth will be able 
to assist them during that period,” he 
stresses.

With global wealth reaching US$121.8 
trillion according to BCG’s 2010 fi gures, 
the potential for Islamic private banking 
is tremendous: particularly in Asia and 
the Middle East where the growth of 
household millionaires was recorded 
at 17.1% and 8.6% respectively. Islamic 
private bankers should be focusing on 
providing holistic investment solutions 
guided by Shariah principles to assist 
the Islamic investor in fulfi lling his 
duties and obligations for the life 
beyond.  — RW

Banking for the affluent

Vol 9 Issue 8
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Strong performance
UAE: Emirates NBD Asset Management 
has announced that its global fund of 
funds range, including the Emirates 
Islamic Global Balanced Fund, 
has outperformed their respective 
benchmarks.

The Emirates Islamic Global Balanced 
Fund outperformed its benchmark by 
1.7%.

Standardizing governance
GLOBAL: The GCC has been urged 
to unify rules under one regulator for 
Islamic investment products to ensure 
lower cost of funds, according to the 
Islamic Wealth Management Report 2012 
by Bank Sarasin.

The unifi ed rule will also allow asset 
managers to market the product to clients 
across the region more productively.

Currently, off erings comply with 
diff erent regulations in Bahrain, Kuwait, 
Saudi Arabia, Oman, Qatar and the UAE, 
resulting in a lengthy and expensive 
registration process.

Libya in recovery
LIBYA: The Libyan Stock Market will 
set up an Islamic fund and a real estate 
fund within the next six months to help 
rebuild the country’s economy following 
its political revolution last year.

Investments for fund will be drawn 
from individuals and non-government 
entities, said Ahmed Karoud, the general 
manager of the bourse.

However, the Islamic fund will not be 
traded on the exchange.

Enhancing value
GLOBAL: Converting a business to 
Shariah compliance can increase the value 
of the company by 18-25%, according to 
the Islamic Wealth Management Report 
2012 by Bank Sarasin.

It said that this is due to the scarcity 
of genuine Islamic investments, with 
Shariah compliance becoming crucial 
due to the projected 26% growth of the 
global Muslim population by 2030 and 
the increasing importance of the Muslim 
market segment in the international 
economy.

Abraaj keeping busy
GLOBAL: Dubai’s Abraaj Capital is 
reportedly among companies that are 
interested in bidding for the media assets 
of Turkey’s Çalık Holding.

Other companies vying for the media 
assets are News Corporation and Time 
Warner, both of which are said to have 
placed bids of around US$1 billion.

New funds for Panin
INDONESIA: Panin Asset Management, 
a subsidiary of Panin Sekuritas, is 
scheduled to launch the fi rst of its 
Shariah off erings, including a Shariah-
compliant equity fund as well as a 
Shariah compliant fi xed income fund, 
during the fi rst half of the year.

It targets investment in the Islamic funds 
to reach IDR100 billion (US$11 million).

New Islamic fund in the works
GLOBAL: Crescent Wealth, Australia’s 
fi rst Islamic wealth manager, has 
entered into an agreement with Saturna, 
the Malaysian-based subsidiary of 

Saturna Capital Corporation, to act as 
the portfolio manager to the Crescent 
International Equity Fund.

“Our collaboration with Saturna Capital 
deepens our expertise in global Islamic 
fi nance and will give Australian investors 
the confi dence to invest in our Crescent 
International Equity Fund,” said Talal 
Yassine, the founder and managing 
director of Crescent Wealth.

The fund is scheduled to be launched 
later this year.

New company unveiled
UK: Tamar Energy, a new company 
focused on producing energy from 
organic waste matt er, has been 
launched with more than GBP65 million 
(US$102.86 million)-worth of funding 
from an international group of investors 
including Islamic investment fi rm Fajr 
Capital.

Other investors include investment trust 
RIT Capital Partners, Prince Charles’ 
Duchy of Cornwall trust, supermarket 
J Sainsbury, Sustainable Technology 
Investments, Low Carbon, the 
management team of Tamar Energy and 
other private investors.

Distribution announced
MALAYSIA: i-VCAP Management has 
announced a fi nal income distribution of 
1.8 Malaysia sen (0.6 US cents) per unit 
for MyETF Dow Jones Islamic Market 
Malaysia Titans 25 for the fi nancial year 
ended the 31st December 2011. 

The fund’s total income distribution for 
2011 amounts to 2.8 Malaysia sen (0.93 
US cents) per unit.

CIMB Islamic has 563 subscribers to Islamic Finance news, and pays less than US$22 
per subscription.

IFN is for everyone, not just the CEO’s

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

Call: +603 2162 7800 or Email: musfaizal.mustafa@redmoneygroup.com
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What led to this fund being launched?
Islamic unit trust funds in Malaysia 
have been growing at a steady rate 
since 2004, with a wide range of Islamic 
funds being off ered by Malaysian 
unit trust management companies. As 
such, it was timely to launch the fund, 
which was positioned for investors who 
prefer a regular income stream through 
investments in a portfolio of Shariah 
compliant equities.  

Why has this particular asset class been 
chosen?
The fund is a Shariah compliant equity 
fund which aims to provide steady 
recurring income while att empting 
to att ain medium to long-term 
capital appreciation. The fund was 
complementary to our current stable of 
Shariah compliant equity funds, which not 
only catered for investors seeking capital 
growth, but also those looking for steady 
income.

What are the key factors that drive the 
fund’s performance?
The fund’s performance is driven by a 
combination of steady income distribution 
and capital appreciation, which in turn 
is att ributed to an active stock selection 
process favouring high-yielding stocks 
with earnings visibility and balance sheet 
strength. 

Who are your investors?
The investors are mostly domestic retail 
investors.

What specifi c risks does the fund take 
into consideration? And why?
The specifi c risks are generally related to 
the securities that Al-Fauzan invests in, 
and they include market risk, single issuer 
risk, liquidity risk, regulatory risk and 
interest rate risk.  

How oft en do you review this fund?
The fund manager keeps track of the 
research updates of all the securities on a 
daily basis; whilst decisions concerning 
changes in asset allocation, sector 
allocation, investment strategy and return 
performance are reviewed every month. 

What are the sectors you are heavily 
invested in and why?
Due to the nature of Al-Fauzan as a 
Shariah compliant dividend-yielding fund, 
we are heavily invested in sectors like 
telecommunication, consumer and REITs. 

What is the rate of return of this fund? 
As of the 31st January 2012:
One-year return: 3.6%
Two-year return (cumulative): 57.3%
Five-year return (cumulative): 58.6%

What is the market outlook for this 
fund?
Given the improving external events and 
abundant liquidity, equities could still 
appreciate further. Improving economic 
data in the US, further monetary loosening 
in China and resolution of EU debt 
issues are key positives, but rising retail 
participation in Malaysia ahead of the 
13th general elections could prove to be 
a double-edged sword that warrants 
close monitoring. We aim to maintain 
Al-Fauzan’s investment levels at above 
80%, adding on market weakness whilst 
trimming recent outperformers. 

Why should investors choose this fund 
over others?
We believe investors should invest in Al-
Fauzan for its consistent performance track 
record, coupled with the fund’s optimal 
strategy of investing in high-yielding 
stocks that are carefully selected to ensure 
superior cash fl ow generation and strong 
balance sheet and proven management.

MAAKL Al-Fauzan   
The fund seeks to provide unitholders with a steady recurring income that is potentially higher than the 
prevailing General Investment Account (GIA) rates. At the same time, the fund also att empts to att ain medium to 
long-term capital appreciation.  

Fact sheet
Fund manager Meridian Asset 

Management

Trustee HSBC (Malaysia) Trustee

Shariah 
Advisor

Islamic Banking and 
Finance Institute 
Malaysia

Benchmark 90% FTSE Bursa Malaysia 
Emas Shariah Index 
(90%) and 12-month 
General Investment 
Account (10%)

Domicile Malaysia

Launch date 27th September 2005

Fund 
Characteristics 
*(as at 31st 
January 2012)

Fund Size 
RM155 million (US$51.25 
million), as at the 31st 
January 2012
NAV per share 
RM0.3397 (US$0.1123)
Minimum Investment 
RM1,000 (US$330.66) 
Subsequent Investment 
RM100 (US$33.66)
Management Fee 
Up to 1.5% of NAV per 
annum
Dividend policy 
Annual

*Sector Allocation

27.85%
15.9%
13.1%
10.9%
7.5%
7%
6.5%
5.7%
3.3%
2.3%

Trading/Services
Cash
Industrial product
Consumer product
IPC
Properties
Islamic REITs
Construction
IPO/Right Issue
Plantation

*Fund Performance

Al Fauzan
Benchmark

Jan-11 Mar-11 May-11 Jul-11 Sep-11 Nov-11 Jan-11

10%

5%

0%

-5%

-10%

*Performance Summary

Year to 
date

Since 
inception

Since 
inception 
(annualized

Fund -0.74% 3% 11.64%
Source: Lipper IM
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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

Top 10 YTD returns for ALL funds

Fund Fund Manager Performance Measure Fund Domicile

1 ETFS Physical Silver ETFS Metal Securities 19.18 Jersey

2 ETFS Physical Platinum ETFS Metal Securities 17.55 Jersey

3 India Al-Madina for Finance and Investment 
Company

15.22 Kuwait

4 Al Fursan Banque Saudi Fransi 14.62 Saudi Arabia

5 ETFS Physical PM Basket ETFS Metal Securities 13.60 Jersey

6 DWS Noor Precious Metals Securities - 
Class A

DWS Noor Islamic Funds 11.85 Ireland

7 iShares MSCI Emerging Markets Islamic Barclays Global Investors Ireland 11.73 Germany

8 Islamic Emerging Markets Equity Certifi cate ABN AMRO Bank 11.67 Not disclosed

9 JS Islamic JS Investments 11.00 Pakistan

10 Aman - CIB & Faisal Islamic Bank Mutual Commercial International Asset 
Management

10.99 Egypt

Eurekahedge Islamic Fund Index 2.40

Top 10 Sharpe ratio for ALL funds

Fund Fund Manager Performance Measure Fund Domicile

1 Meezan Tahaff uz Pension - Money Market 
Sub 

Al Meezan Investment Management 9.75 Pakistan

2 Insight I-Hajj Syariah Insight Investments Management 8.12 Indonesia

3 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 4.62 Pakistan

4 Atlas Pension Islamic - Debt Sub Atlas Asset Management 4.59 Pakistan

5 Public Islamic Money Market Public Mutual 3.50 Malaysia

6 SR International Trade Finance - (Al Sunbula) Samba Financial Group 3.45 Saudi Arabia

7 Al Rajhi Commodity Mudarabah - USD Al Rajhi Bank 3.14 Saudi Arabia

8 USD International Trade Finance  - (Al Sunbula) Samba Financial Group 3.00 Saudi Arabia

9 Commodity Trading - SAR Riyad Bank 2.92 Saudi Arabia

10 Public Islamic Income Public Mutual 2.78 Malaysia

Eurekahedge Islamic Fund Index 0.04

In
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x 
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Based on 95.97% of funds which have reported January 2012 returns as at 28th Feb 2012 

For funds having a track record of at least 12 months as at end January 2012
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Contact Eurekahedge
To list your fund or update your fund information: islamicfunds@eurekahedge.com
For further details on Eurekahedge: information@eurekahedge.com  Tel: +65 6212 0900

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

Based on 97.18% of funds which have reported January 2012 returns as at 28th February 2012 

Based on 98.61% of funds which have reported January 2012 returns as at 28th February 2012 
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Eurekahedge Islamic Fund Equity Index over the last 5 years Eurekahedge Islamic Fund Equity Index over the last 1 year

Top 10 Islamic Equity Funds 3 Month Returns

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

1 CIMB Islamic Small Cap CIMB-Principal Asset Management 10.99 Malaysia

2 Al-Mubarak Pure Saudi Equity Arab National Bank 9.22 Saudi Arabia

3 Public Islamic Select Treasures Public Mutual 8.21 Malaysia

4 Prudential Dana Al-Ilham 
(PRUdana al-ilham)

Prudential Fund Management 8.15 Malaysia

5 Public Islamic Opportunites Public Mutual 7.91 Malaysia

6 Public Islamic Optimal Growth Public Mutual 7.64 Malaysia

7 Al Rajhi Global Equity UBS 7.42 Saudi Arabia

8 Bakheet Saudi Trading Equity Bakheet Investment Group 7.23 Saudi Arabia

9 BNP Paribas Pesona Amanah BNP Paribas Investment Partners 7.18 Indonesia

10 Al-Saff a Saudi Equity Trading Banque Saudi Fransi 7.17 Saudi Arabia

Eurekahedge Islamic Fund Equity Index 2.27

Top 10 Islamic Globally Investing Funds by 3 Month Returns

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

1 Al Rajhi Global Equity UBS 7.42 Saudi Arabia

2 AlAhli Healthcare Trading Equity The National Commercial Bank 6.96 Saudi Arabia

3 ETFS Physical Palladium ETFS Metal Securities 5.84 Jersey

4 EasyETF DJ Islamic Market Titans 100 BNP Paribas Investment Partners 4.34 France

5 AlAhli Global Real Estate The National Commercial Bank 4.03 Saudi Arabia

6 HSBC Amanah Global Equity Index HSBC Amanah Central Shariah Committ ee 3.89 Saudi Arabia

7 Reliance Global Shariah Growth - USD I Reliance Asset Management (Malaysia) 3.08 Guernsey

8 Al Rajhi International Small Capitalisation Merrill Lynch Investment Managers 2.90 Saudi Arabia

9 SWIP Islamic Global Equity - Class A Scott ish Widows Investment Partnership 2.86 United Kingdom

10 CIMB Islamic Global Equity CIMB-Principal Asset Management 2.83 Malaysia

Eurekahedge Islamic Money Market Fund Index 0.99
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Oman is quietly becoming the latest 
frontier for Islamic fi nance. Yet the 
country is under no illusions of the 
complexities in aligning its current 
practices and opening up its capital 
market to Islamic fi nancial products. 

Abdullah Salim Al Salmi, the acting CEO 
of Oman’s Capital Market Authority 
(CMA), says that Islamic fi nancing is 
becoming one of the biggest concerns 
of the CMA, aft er the decision taken by 
the sultanate’s government allowed it to 
handle Islamic fi nancing instruments and 
Takaful.

In order to advance the services 
provided by both the Omani capital 
market and insurance sectors, the 
CMA is in the process of preparing 
the necessary arrangements and the 
pertinent legislative and technical studies 
to introduce new Shariah compliant 
products into the sultanate. 

The CMA is also going to great lengths 
to ensure that the decrees will be both fi t 
for purpose and not limited to Muslim 
investors and policyholders.

Saad Mohammed Al Saadi, the minister 
of commerce and industry, adds that they 
are to make sure that any regulations 
put in place will meet the present and 
future requirements of the Omani capital 
market as well as international best 
practices.

The CMA is almost certain to decree in 
favor of the establishment of standalone 
Takaful operators rather than licensing 
window operations as it prepares to 
draft  its Islamic fi nance regulations. 

It is therefore likely that conventional 
insurance companies planning to enter 
the arena will have to seek a separate 
license and form a separate company in 
order to carry out Takaful operations in 
the sultanate.

However, a decision is still to be made 
regarding the formation of Shariah 
boards, with the CMA yet to decree 
whether they will require each Takaful 
company to have its own Shariah board 
or if they will establish an oversight 
Shariah body.

According to Mohammed Al Jamalani, 
the CMA’s vice-president for insurance 
operations, the CMA is debating whether 
to establish its own Shariah oversight 
board, either under the auspices of the 
CMA alone or in conjunction with other 
Omani government agencies such as the 
Central Bank of Oman.

All three initiatives have their own merits 
but ultimately a decision will have to 
be made based on the availability of 
qualifi ed human capital in the sultanate, 
which has had limited exposure to 
Islamic fi nance, and the dearth of 
qualifi ed Shariah scholars in an already 
competitive market.

“We all are aware of the importance 
of the regional human capital for the 
advancement of the securities markets. 
This requires upgrading the skills of 
the Gulf workforce and providing it 
with specialized professional skills that 
would promote the securities markets’ 
contribution of the national economy and 
enhance its capacity, ambition and need,” 
says Al Saadi.

Costs will also have to be taken in 
account. If the CMA were to establish its 
own Shariah board, this would contain 
an extra overhead cost for the Takaful 
providers. The Omani authorities are also 
treading very carefully and do not wish 
to create a situation whereby competing 
fatwas could cause confl ict.

The CMA, with input from the ministry 
of Awqaf and Islamic aff airs, has also 
established a policy committ ee and 
appointed legal fi rm Cliff ord Chance 
to review and advise the CMA on the 
regulation of Takaful providers.

The CMA has granted initial approval for 
one conventional insurance company to 
convert its operations in order to provide 
Takaful cover and is currently reviewing 
applications for the establishment of two 
further providers. 

The company, which has not yet been 
named, is due to commence operations 
by the end of the year. No decision has 
yet been taken on re-Takaful provisions. 

Until the CMA fi nalizes regulations 
that are specifi c to Takaful providers, 
they will be required to comply with all 
other applicable insurance regulations, 
including the OMR10 million (US$26 
million) capitalization requirement.  — 
SW

 www.takaful-ikhlas.com.my

For more information, please call 03-2723 9999
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Strong premium growth 
JORDAN: First Insurance Company, a 
local Takaful company, has reported a 
25% premium growth from 2010 in its 
2011 full year results to reach JOD14.02 
million (US$19.74 million).

The company also posted profi t tax of 
JOD827,000 (US$1.17 million) aft er tax 
and provision, an increase of 12% over 
2010. From this amount, JOD545,000 
(US$767,588) went to shareholders. 

Total assets reached JOD30.6 million 
(US$43.1 million), up 4.66% over 2010.

More Takaful products
MALAYSIA: AIA AFG Takaful will 
roll out more products focusing on 
protection, said Wan Azman Wan 
Mamat, its CEO.

The strategy is in line with the Takaful 
operator’s plan to expand its agency 
channel by recruiting 2000 new agents 
this year. 

The fi rm will also expand its 
bancaTakaful partnerships and its direct 
marketing channels.

Bright future
INDONESIA: Syarikat Takaful Malaysia 
(Takaful Malaysia)’s Indonesian 
subsidiaries, under holding company 
Syarikat Takaful Indonesia, are beginning 
to show recovery aft er their recent 
management restructuring, according 
to Mohamed Hassan Kamil, the group 
managing director of Takaful Malaysia.

Mohammed Hassan added that the 
potential for growth in Indonesia 
remains signifi cant and that Takaful 
Malaysia is well positioned within the 
majority Muslim market.

Profits exceed target
MALAYSIA: Syarikat Takaful Malaysia 
profi ts for 2011 have exceeded the RM100 
million mark for the fi rst time since its 

establishment in 1984. Profi t before tax 
and Zakat was up 55% year-on-year, with 
operating revenues increasing by 17% to 
RM1.4 billion (US$463.24 million).

The strong return to growth was 
att ributed to the company’s increased 
return on equity and strong support from 
corporate clients as their bancaTakaful 
and group employee benefi t businesses 
posted a growth of 75%.

New fund plan soon
UAE: Takaful Emarat, a joint venture 
between Al Buhaira National Insurance 
and Austria’s Uniqa Group, will unveil 
the fi rst investment fund conceived 
and developed in-house. The company 
currently off ers more than 70 savings and 
protection products, but this is its fi rst 
internal venture.

Ghassan Marrouche, the general 
manager of Takaful Emarat, said that 
all the necessary approvals have been 
obtained, including approval from the 
company’s Shariah board. The multi-year 
tenured, open-ended fund is due to be 
managed by Riyadh Capital.

The company is also set to report its 
fi rst profi ts at the end of 2012. Despite 
a challenging 2011 the company has 
managed to cut its losses by 10%, and 
is optimistic of turning a profi t due 
to a more solid system, product and 
marketing platform.

Smooth switch for Takaful 
players
MALAYSIA: The new risk-based capital 
(RBC) framework for the local Takaful 
industry, which is expected to take eff ect 
in January 2013, will not burden industry 
players who already widely adhere to the 
stricter parameters of the conventional 
insurance framework, according to the 
Malaysian Takaful Association (MTA).

Zainudin Ishak, the deputy chairman 
of MTA, explained that the capital 
requirements under the proposed 

RBC framework for Takaful will be 
benchmarked to the RBC framework 
introduced in January 2009.

Under the conventional framework, 
insurance companies are required to 
have a minimum 130% of supervisory 
capital-adequacy ratio in order to meet 
any potential defi cits in the Takaful fund.

Furthermore, he said that most Takaful 
players are already benchmarking 
against the current RBC framework for 
conventional insurance. Hence, it will not 
be a problem for them to adopt the new 
framework, upon its implementation. 

In another development, Zainudin does 
not expect that the requirement to hold 
adequate capital, which comes under this 
framework, will spark consolidation in 
the Takaful sector, as it did previously 
in the conventional insurance segment. 
He said that this was because most of the 
Takaful players were well capitalized and 
had a foreign shareholding base.

Direct payment decree 
UAE: A directive from the Emirates 
Insurance Authority has decreed that from 
the 1st March 2012 all payments issued by 
a client must be made out to the insurance 
company and not the broker.

Brokers previous used the funds 
collected on these payments for their 
working capital needs, with insurers 
given an average 60-day credit period on 
such payments.

“This makes it clear that the insurer is 
protected from the time the policy is 
opened until it expires. This now means 
that the policyholder will not be aff ected 
if something happens to the broker”, 
said Ghassan Marrouche, the general 
manager of Takaful Emarat.

The UAE has always been a broker-
driven market but they are not the 
risk takers, and insurers have the best 
resources to handle the payments, added 
Ghassan.

Next Forum Question:
Should rating agencies be allowed to have an opinion on Shariah 
compliance?

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 2nd March 2012.
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The Takaful industry is witnessing 
signifi cant growth as an Islamic 
alternative to conventional 
insurance, and it has grown from a 
regional business to a global one. 
Comprehensive data on the number of 
Takaful operators is limited but it is 
believed that there are currently over 
175 Takaful operators worldwide, with 
more new entrants being established 
on a frequent basis. There are also 
some countries where window Takaful 
operations are allowed.

Published data shows a robust expansion 
of the Takaful industry with a compound 
annual growth rate of 38.82% during 
2005-2008 (Indian sub-continent:135.13%, 
Levant: 18.10%, Africa: 18.21%, Southeast 
Asia: 28.15% and GCC: 44.59%). 

According to the Ernst & Young (E&Y) 
World Takaful Report 2011, the estimated 
Takaful contributions by the end of 2011, 
excluding Iran, will approximately reach 
US$12.14 billion, showing the tremen-
dous potential of the Takaful Industry. 

Multiple distribution channels have 
assisted Takaful operators to reach a 
broader spectrum of the population 
in many markets. Overall, agents and 
brokers are still the dominant channels. 
However, other distribution channels 
are gaining ground and are increasingly 
being developed to compliment the 
traditional channels. One of the most 
important distribution channels that is 
fast gaining popularity in many countries 
is bancaTakaful.

Although in its conventional form 
(bancassurance), it is particularly well-
developed in Europe, and continues to 
represent by far the largest distribution 
channel in markets such as Spain, Italy, 
and France, it is now also fi nding fame in 
Southeast Asia, the Asian sub-continent, 
and the Middle East. 

BancaTakaful, which uses bancassurance 
as a key growth channel for Islamic 
insurance, is witnessing positive growth 
for Takaful products and is now amongst 
the leading distribution channels in many 

countries, including the Middle East 
where it accounted for almost 25-30% of 
Takaful contributions of some companies 
in 2010 and 2011.

This positive growth of bancaTakaful has 
been mainly driven by Takaful operators’ 
desire to diversity away from costly 
agency distribution and banks’ interest in 
broadening their fee-based income.

In the current economic environment 
where there is stiff  competition on 
consumer propositions, the growth of 
Islamic banking would provide synergy 
to the growth of Takaful and the resulting 
potential, if capitalized properly, 
through bancaTakaful is enormous. 
With the development of bancaTakaful 
in the Middle East, where insurance 
penetration is low as a percentage of 
the GDP when compared to the global 
average, consumers will have greater 
access to a choice of integrated fi nancial 
services from banking institutions in a 
cost-eff ective manner.

Mixed reviews
However, looking at activities across 
Southeast Asia, the Asian subcontinent 
and the Middle East; bancaTakaful, 
even with its positive growth in the 
recent years, has received mixed 
reviews. With few exceptions, half-
hearted implementation has prevented 
organizations from eradicating 
duplication and exploiting the cost 
synergies of integrating banking and 
Islamic insurance operations. Other 
factors contributing to its limited success 
include a lack of interest shown by the 
administration, improper database 
expertise, failure to incorporate marketing 
plans, weak product promotions, 
inadequate incentives to the banking staff , 
poor distribution channel linkages and 
negative att itudes toward insurance.

Quite oft en we oft en speak about 
the necessity of having a holistic 
understanding of the customer’s needs 
to overcome these barriers. However, 
even before that, both banks and 
Takaful operators seeking to form a 
strategic alliance need to have a clear 

understanding of the bancaTakaful 
business they need to set up to ensure its 
true success.

Forming strategic alliances, and those 
with some degree of sustainability, is 
not easy. They involve colossal eff orts 
from the bank and the Takaful operator. 
Any form of communication between 
the two during the pre-selection process 
creates an expectation of what it will 
be like working together. Eff ective 
communication is vital for success and 
the bank and the Takaful operator must 
understand each other’s requirements, 
develop common objectives and be 
committ ed to achieving a mutually 
desired and acceptable outcome. The 
bank and the Takaful operator must 
realize that the strength of such strategic 
alliance depends on the actual strengths 
they both bring to the business and not 
their perceived or desired strengths.

Alliances with banks
As a starting point, both bank and the 
Takaful operator should focus on a well-
defi ned customer proposition instead 
of searching for the ‘perfect model’. A 
great amount of time is usually spent 
over negotiating the commercial terms 
and conditions even before business 
operations have been determined 
and validated. Commercial terms and 
conditions are important, but what is 
more important is that both the bank 
and the Takaful operator believe that the 
commercial terms and conditions are fair 
as well as att ractive to themselves so they 
will be fully committ ed.

Constant negotiations on the commercial 
terms and conditions work against 
all eff orts of optimizing the strategic 
alliance and business. The bank and 
the Takaful operator should look at the 
roles and responsibilities of each other. 
This provides a basis to determine a 
commercial structure that is fair to both 
of them. Thus, rather than the numbers 
themselves, the priority should be on 
how to optimize the strategic alliance 
and business.

BancaTakaful: Execution excellence is the key 
to achieving success  
The prospects for bancaTakaful for the future are bright and it is pertinent that all implementation eff orts must be 
directed towards creating signifi cant bancaTakaful strategic alliances. BILAL MAHMOOD explores.

continued...
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Many aspiring strategic alliances launch 
their bancaTakaful operations through 
one ‘big bang’ launch. Only handful of 
these can be considered a true success. 
The correct launch approach, in my 
opinion, is a phased approach during 
which the bancaTakaful operation is 
launched in small phases consisting of 
smaller components of the total off ering. 
This provides several advantages 
over one big launch: including simple 
implementation, prioritized decision 
making, focused market penetration 
through valuable customer propositions, 
tools to measure success and rectify 
factors of failures, business model 
viability before committ ing to a lump-
sum investment, and a learning curve to 
modify future initiatives of the operation.

It is oft en debated whether bancaTakaful 
operations should be mainly information 
technology-driven. In my opinion, 
it should be otherwise: the business 
should drive the information technology. 
Investment in the information technology 
infrastructure needs to be well thought 
out and must be in line with the strategy 
and the initial business requirements.

Keeping it simple
Keeping it simple is one of the key 
factors of achieving true success. The 
right customers need to be provided 
with products that are att ractive through 
convenient distribution channels. There 
are many propositions that do not meet 
the basic criteria of being simple relative 
to the market. These result in providing 
products to customer segments that 
do not require them and it quite oft en 
results in policy cancellation, lapses, low 
persistency ratios, etc. In addition, this 
also poses high reputational risk for both 
the bank and the Takaful operator. The 
advantage of off ering simple products is 
about clear and understandable benefi ts 
that need to be clearly communicated 
to the consumers. Lessons from the 
other markets should be learnt and 
their experiences should be tailored 
to customer demographics, social and 
cultural norms, regulation, customer 
preferences and market stage of the 
development and sophistication. 

Conclusion
Execution excellence is the key to 

achieving true success. To date, most 
bancaTakaful strategic alliances have 
probably been going about it in the 
wrong way. Some have not yet overcome 
the barriers to success, and those that 
have, may have put too much faith in 
choosing the ‘perfect’ model rather than 
focusing on the quality of their execution.

The prospects for bancaTakaful for the 
future are bright. It is time to develop 
a new and clear vision. Our focus 
should be on what is important and all 
pre- and post- implementation eff orts 
must be directed towards creating 
signifi cant and meaningful bancaTakaful 
strategic alliances. My observation is 
that bancaTakaful in the Middle East 
should be more successful than it is and, 
with the right approach and eff ort, I am 
convinced it will be.

Bilal Mahmood is the assistant general 
manager of business development at Abu 
Dhabi National Takaful Co. He can be 
contacted at Bilal@takaful.ae.

Continued

• Session One: Creating a momentum for Islamic fi nance in Singapore 
• Session Two: Risk, regulatory and taxation support for Islamic fi nance in Singapore 
• Presentation: Exclusive Case Study on a recent Islamic transaction
• Session Three: Islamic Investment Trends and Strategies in Singapore 
• Session Four: Islamic Asset and Wealth Management in Singapore and the Region 

REGISTER NOW
at

www.REDmoneyevents.com

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

SINGAPORE
13th March 2012
Singapore Management University

Venue Sponsor Executive Partners Exclusive Knowledge Partner

Advertisement Sponsor Partner Lead Media Partner Media Partners



39© 29th February 2012

MEET THE HEAD

Junaid Ahmed,
president & CEO,
Dubai Islamic Bank 
Pakistan

Junaid Ahmed is the president 
and CEO of Dubai Islamic Bank 
Pakistan (DIBPL). Prior to this, 
he was the chief of international 
business at Dubai Islamic Bank 
UAE. He also serves on the board of 
Bosna Bank International — Bosnia, 
Herzegovina. 

Could you provide a brief 
journey of how you arrived 
where you are today?  
I joined Dubai Islamic Bank Pakistan 
as the president and CEO in August 
2010, aft er 35 years of diversifi ed and 
international experience in the areas 
of general banking, foreign exchange, 
treasury, corporate and investment 
banking.

My career started as a trainee offi  cer 
with Bank of Credit and Commerce 
International, Pakistan in 1977. Eventually 
I moved to Union National Bank in 
the UAE where I served as the head of 
corporate and investment banking. I then 
joined Dubai Islamic Bank (DIB) in the 
UAE as the head of private banking in 
October 2003. Subsequently, I served for 
four years as the head of corporate and 
investment banking. 

What does your role involve? 
My role involves steering the bank 
towards a common unifi ed goal and 
making decisions in the best interest of 
the bank’s stakeholders. 

Being the world’s fi rst Islamic bank, it is 
vital that we continue to pioneer off ering 
the most comprehensive portfolio of state-
of-the-art products in order to provide 
convenient and competitive Islamic 
banking facilities. It is my duty to oversee 
the development and implementation 
of each strategic decision and gear the 
organization towards its achievement. 

Which of your products/
services deliver the best 
results? 
Our diversifi ed product portfolio 

includes current and savings accounts, 
term deposits, foreign currency accounts, 
auto and home fi nance, Takaful savings 
plans and priority banking, all which are 
gaining popularity and exhibiting good 
results. 

In consumer banking, DIBPL’s auto 
fi nance registered a volume of PKR2.9 
billion (US$32 million) within nine 
months of its launch. Similarly, DIBPL’s 
home fi nance facility registered a volume 
of PKR2.6 billion (US$29 million) within 
the fi rst year of its launch, recording the 
fastest growth rate in the entire industry.

What are the strengths of your 
business? 
DIBPL has been a pioneer in off ering 
the most comprehensive and innovative 
portfolio of state-of-the-art alternate 
distribution channels giving convenient 
and reliable banking access to customers. 
We have strived to make successful 
Islamic alternatives for all conventional 
products that serve the genuine needs of 
our customers. 

What is your greatest 
achievement to date?  
One of my treasured achievements was 
sett ing up a corporate banking platform 
under a centralized structure within the 
Union National Bank, UAE.  

Furthermore, I assisted in sett ing up 
Jordan Dubai Islamic Bank, which 
opened its fi rst branch in 2010. I also 
aided in the development of a phased 

strategy for Bosna Bank International, 
Bosnia which has started showing 
encouraging results. 

However, my recent greatest 
achievement is DIBPL’s successful and 
aggressive expansion policy. In 2011, 
DIBPL became Pakistan’s fastest-growing 
Islamic bank by increasing its branch 
network to 75 branches in 30 cities. 

In 2012, we hope to increase our strategic 
footprint in Pakistan by surpassing the 
100-branch milestone. 

What are the factors 
contributing to the success of 
your company?  
We are proud to continuously invest in 
infrastructure, people and technology 
which have enabled us to produce 
unique products and services that stand 
strong against other banks. Furthermore, 
we have fi rst-mover advantages in a 
variety of banking services such as 
bancaTakaful, branchless banking and 
cash management services. 

What are the obstacles faced 
in running your business 
today?
Even though numerous steps are being 
taken to educate people about Islamic 
banking, there is still a misconception 
about the concept’s process and benefi ts, 
thereby creating a need to expand 
awareness. Furthermore, there are 
regulatory hurdles and stiff  competition 
from conventional banks that need to be 
assessed and combated if Islamic fi nance 
is to go beyond a certain segment.

Where do you see the Islamic 
fi nance industry in the next 
fi ve years? 
In the next fi ve years, the Islamic fi nance 
industry should be more accepted and 
therefore, prevalent, both locally and 
internationally, as people gather more 
knowledge on the concept and benefi ts of 
riba-free banking. 

Name one thing you would 
like to see change in the 
world of Islamic fi nance.
A form of cooperation or coalition within 
the industry would be benefi cial as banks 
would be able to work together to gain 
expertise, create awareness and expand 
the Islamic banking industry.
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ISSUER SIZE DATE 
ANNOUNCED

Qatar Petroleum TBA 27th February 2012

Acwa Power US$800 million 27th February 2012

Tanjung Bin Energy Issuer RM4.5 billion 24th February 2012

South Africa sovereign US$500 million 23rd February 2012

Esso Malaysia RM300 million 23rd February 2012

Maybank RM7 billion 22nd February 2012

Oman Arab Bank OMR10 million 20th February 2012

Yemen sovereign TBA 20th February 2012

Almarai Co, Saudi Arabia TBA 19th February 2012

Kuwait Finance House, Turkey TBA 18th February 2012

Maxis RM2.45 billion 17th February 2012

Encorp Systembilt RM1.58 billion 8th February 2012

Egypt sovereign TBA 6th February 2012

Development Bank of Kazakhstan TBA 6th February 2012

Turkey sovereign TBA 3rd February 2012

Musteq Hydro RM80 million 24th January 2012

General Authority for Civil Aviation TBA 24th January 2012

Indonesian fi nance ministry IDR2 trillion 24th January 2012

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

AirAsia X US$200 million 17th January 2012

1Malaysia TBA 16th January 2012

HSBC Amanah TBA 12th January 2012

Bank Muamalat Indonesia IDR1.25 trillion 9th January 2012

Sudan sovereign TBA 3rd January 2012

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

Emery Oleochemicals Group US$151 million 20th December 2011

Saudi Arabia sovereign TBA 13th December 2011

KMCOB Capital RM343.1 million 5th December 2011

Emirates NBD TBA 29th November 2011

Solum Asset Management TBA 27th November 2011

Bank Syariah Mandiri IDR500 billion 18th November 2011

UEM Group & EPF RM33 billion 17th November 2011

Abu Dhabi Islamic Bank US$500 million 9th November 2011

Emirates Airline TBA 8th November 2011

DRB Hicom RM1.8 billion 1st November 2011

Sabah Credit Corporation RM1 billion 28th October 2011

Credit Agricole  TBA 27th October 2011

Anih Berhad RM2.5 billion 24th October 2011

Axis Real estate Investment Trust RM300 million 24th October 2011

Goldman Sachs US$2 billion 19th October 2011

Mydin RM350 million 13th October 2011

Barwa Bank TBA 11th October 2011

Mashreq Al Islami TBA 10th October 2011

Dow Chemical Company & Saudi Arabian 
Oil Company

TBA 9th October 2011

Qatar International Islamic Bank TBA 28th September 2011

Emery Oleochemicals RM480 million 17th September 2011

KLCC Property RM880 million 15th September 2011

Bank Syariah Mandiri IDR450 million 25th August 2011

IFN Correspondents
AFGHANISTAN: Dr Alam Hamdard Khan
deputy chief of Islamic banking, Bank Mille Afghan
AUSTRALIA: David Wood
partner, Mallesons Stephen Jaques
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
EGYPT: Dr Walid Hegazy
managing partner, Hegazy & Associates
FRANCE: Antoine Saillon
head of Islamic fi nance, Paris Europlace
HONG KONG & CHINA: Anthony Chan
partner, Brandt Chan & Partners in association with SNR 
Denton
INDIA: Keyur Shah
partner, KPMG
INDONESIA: Rizqullah
president director, BNI Syariah
IRAN: Majid Pireh
Islamic fi nance expert, SEO
IRAQ: 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
KAZAKHSTAN: Timur Alim
area manager, Al Hilal Bank
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
MAURITIUS: Sameer K Tegally
associate, Conyers Dill & Pearman
NEW ZEALAND: Dr Mustafa Farouk
counsel member for Islamic fi nancial institutions, FIANZ
OMAN: Anthony Watson
senior associate, Al Busaidy Mansoor Jamal & Co
PAKISTAN: Bilal Rasul
director (enforcement), SEC of Pakistan
QATAR: Jaime Oon
solicitor, Eversheds
SAUDI ARABIA: Nabil Issa
partner, King & Spalding
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 
UK: Dr Natalie Schoon
Formabb
YEMEN: Moneer Saif
head of Islamic banking, CAC Bank

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

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

Andrew Morgan
Managing Director, REDmoney Group

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

RED 

REDmoney Global Shariah Index Series

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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Most Recent Global Sukuk

Priced Issuer Nationality Instrument Market US$ (mln) Managers
22nd Feb 2012 DRB-HICOM Malaysia Sukuk Domestic market 

private placement
232 Maybank Investment Bank

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

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

17th Jan 2012 General Authority for 
Civil Aviation

Saudi Arabia Sukuk Domestic market 
private placement

4,000 HSBC

12th Jan 2012 Tamweel UAE Sukuk Euro market 
public issue

300 Standard Chartered, Dubai Islamic Bank, 
Citigroup

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

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

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

796 RHB Capital, Kenanga Investment Bank,
AmInvestment Bank

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

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

16th Dec 2011 Projek Lebuhraya 
Usahasama

Malaysia Sukuk Domestic market 
private placement

6,155 RHB Capital, CIMB Group, AmInvest-
ment Bank, Maybank Investment Bank

16th Dec 2011 Projek Lebuhraya 
Usahasama

Malaysia Sukuk Domestic market 
private placement

3,455 CIMB Group, AmInvestment Bank, May-
bank Investment Bank

5th Dec 2011 Gulf International 
Bank

Bahrain Sukuk Euro market 
private placement

300 JPMorgan

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

132 Maybank Investment Bank

24th Nov 2011 ANIH Malaysia Sukuk Domestic market 
private placement

786 CIMB Group, Maybank Investment Bank 

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

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

16th Nov 2011 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

750 Standard Chartered, BNP Paribas, 
Citigroup

16th Nov 2011 Abu Dhabi 
Commercial Bank

UAE Sukuk Euro market 
public issue

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

14th Nov 2011 Perusahaan Penerbit 
SBSN Indonesia II

Indonesia Sukuk Ijarah Euro market 
public issue

1,000 Standard Chartered, HSBC, Citigroup

2nd Nov 2011 Pengurusan Air SPV Malaysia Sukuk Ijarah Domestic market 
private placement

139 CIMB Group

25th Oct 2011 Manjung Island 
Energy

Malaysia Sukuk Ijarah Domestic market 
public issue

1,545 Lembaga Tabung Haji, CIMB Group

20th Oct 2011 Kuveyt Turk Katilim 
Bankasi

Turkey Islamic bond. Euro market 
public issue

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

13th Oct 2011 Aman Sukuk Malaysia Sukuk 
Musharakah

Domestic market 
public issue

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

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

Issuer Nationality Instrument Market US$ (mln) Iss Managers
1 Projek Lebuhraya 

Usahasama
Malaysia Sukuk Domestic market 

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

AmInvestment Bank, Maybank 
Investment Bank

2 General Authority for Civil 
Aviation 

Saudi Arabia Sukuk Domestic market 
private placement

4,000 1 HSBC

3 Pengurusan Air SPV Malaysia Sukuk Murabahah Domestic market 
public issue

2,388 3 HSBC, CIMB Group, Maybank 
Investment Bank

4 Wakala Global Sukuk Malaysia Sukuk Euro market pub-
lic issue

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

5 Sarawak Energy Malaysia Sukuk Domestic market 
public issue

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

6 Manjung Island Energy Malaysia Sukuk Ijarah Domestic market 
public issue

1,545 1 Lembaga Tabung Haji, CIMB 
Group

7 Perusahaan Penerbit SBSN 
Indonesia II

Indonesia Sukuk Euro market pub-
lic issue

1,000 1 Standard Chartered, HSBC, 
Citigroup

8 ANIH Malaysia Sukuk Domestic market 
private placement

786 1 CIMB Group, Maybank Investment 
Bank

9 Kingdom of Bahrain Bahrain Sukuk Euro market pub-
lic issue

750 1 Standard Chartered, BNP Paribas, 
Citigroup

9 Islamic Development Bank Saudi Arabia Sukuk Euro market 
public issue

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

11 Syarikat Prasarana Negara Malaysia Sukuk Ijarah Domestic market 
public issue

667 1 CIMB Group, Maybank Invest-
ment Bank

12 First Gulf Bank UAE Sukuk Wakalah Euro market 
public issue

650 1 Standard Chartered, HSBC, 
Citigroup

13 HSBC Bank Middle East UK Sukuk Euro market 
public issue

500 1 HSBC

13 FGB Sukuk UAE Sukuk Wakalah Euro market 
public issue

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

13 EIB Sukuk United Arab 
Emirates

Sukuk Euro market pub-
lic issue

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

13 Abu Dhabi Commercial 
Bank

UAE Sukuk Euro market pub-
lic issue

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

13 ADIB Sukuk UAE Sukuk Euro market pub-
lic issue

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

18 Saudi International 
Petrochemical

Saudi Arabia Sukuk Domestic market 
public issue

480 1 Deutsche Bank, Riyad Bank

19 Sharjah Islamic Bank UAE Issue price undisclosed Euro market pub-
lic issue

400 1 Standard Chartered, HSBC

19 MAF Sukuk UAE Sukuk Wakalah Euro market pub-
lic issue

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

21 Aman Sukuk Malaysia Sukuk Musharakah Domestic market 
public issue

371 1 Lembaga Tabung Haji, RHB Capi-
tal, CIMB Group, AmInvestment 
Bank, Maybank Investment Bank

22 DRB-HICOM Malaysia Sukuk Domestic market 
private placement

363 2 Maybank Investment Bank

23 Kuveyt Turk Katilim 
Bankasi

Turkey Sukuk Euro market pub-
lic issue

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

24 Maybank Islamic Malaysia Sukuk Musharakah Domestic market 
private placement

330 1 Maybank Investment Bank

25 Tamweel UAE Sukuk Euro market pub-
lic issue

300 1 Standard Chartered, Dubai Islamic 
Bank, Citigroup

25 Gulf International Bank Bahrain Sukuk Euro market pri-
vate placement

300 1 JPMorgan

27 Midciti Resources Malaysia Sukuk Domestic market 
public issue

274 1 CIMB Group
Maybank Investment Bank

28 Bank Aljazira Saudi Arabia Sukuk Mudarabah Domestic market 
private placement

267 1 JPMorgan, HSBC

29 Ranhill Power Malaysia Sukuk Domestic market 
private placement

266 1 Maybank Investment Bank

30 Cagamas Malaysia Sukuk Domestic market 
public issue

266 9 AmInvestment Bank, CIMB Group
Maybank Investment Bank

Total 36,477 108



45© 29th February 2012

LEAGUE TABLES

Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 Maybank Investment Bank 7,134 31 19.6

2 CIMB Group 6,885 27 18.9

3 HSBC 6,786 15 18.6

4 AmInvestment Bank 4,758 28 13.0

5 RHB Capital 2,371 16 6.5

6 Standard Chartered Bank 1,874 12 5.1

7 Citigroup 1,692 8 4.6

8 Lembaga Tabung Haji 847 2 2.3

9 JPMorgan 558 3 1.5

10 BNP Paribas 438 2 1.2

11 Deutsche Bank 427 2 1.2

12 National Bank of Abu Dhabi 292 3 0.8

13 Kenanga Investment Bank 265 1 0.7

14 Abu Dhabi Islamic Bank 253 3 0.7

15 Riyad Bank 240 1 0.7

16 Dubai Islamic Bank 200 2 0.6

17 Affi  n Investment Bank 189 5 0.5

18 OCBC 184 7 0.5

19 Hong Leong Bank 141 4 0.4

20 Bank of America Merrill Lynch 125 1 0.3

20 Abu Dhabi Commercial Bank 125 1 0.3

22 Public Bank 118 4 0.3

23 KFH 109 2 0.3

24 DRB-HICOM 90 3 0.3

25 RBS 83 1 0.2

25 Nomura 83 1 0.2

25 Emirates NBD 83 1 0.2

28 Commerzbank Group 70 1 0.2

29 Malaysian Industrial Development 
Finance 40 1 0.1

30 OSK 16 3 0.0

Total 36,477 108 100.0

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %

1 Allen & Overy 4,198 2 23.9
2 Skadden Arps Slate Meagher & Flom 3,281 1 18.7
2 White & Case 3,281 1 18.7
4 Al-Jadaan & Partners Law Firm 1,200 1 6.8
4 Baker & McKenzie 1,200 1 6.8
4 Cliff ord Chance 1,200 1 6.8
7 Baker Bott s 917 1 5.2
7 Chadbourne & Parke 917 1 5.2
9 Afridi & Angell 267 1 1.5
9 Herbert Smith Gleiss Lutz Stibbe 267 1 1.5
9 Latham & Watkins 267 1 1.5

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %

1 Banque Saudi Fransi 921 3 8.9

2 HSBC Holdings 771 3 7.4

3 Samba Financial Group 592 4 5.7

4 Public Investment Fund 463 2 4.5

5 Arab National Bank 463 2 4.5

6 Sumitomo Mitsui Financial Group 404 2 3.9

7 KfW Bankengruppe 369 2 3.6

8 Mitsubishi UFJ Financial Group 360 1 3.5

9 Malayan Banking (Maybank) 332 1 3.2

10 Australia & New Zealand Banking 
Group 289 1 2.8

10 Mizuho Financial Group 289 1 2.8

Sukuk Volume by Currency US$ (billion)                  12 Months

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

Global Sukuk Volume by Sector                                   12 Months

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

Mandated Lead Arranger US$ (mln) No %

1 HSBC 826 5 11.3
2 Citigroup 501 8 6.8
3 Samba Capital 472 3 6.4

4 Standard Chartered Bank 368 7 5.0
5 CIMB Group 304 3 4.1
6 Noor Islamic Bank 297 3 4.0

7 Barwa Bank 266 2 3.6
8 Maybank Investment Bank 264 2 3.6
9 RBS 233 1 3.2

10 Saudi National Commercial Bank 219 1 3.0

10 Banque Saudi Fransi 219 1 3.0

10 Arab National Bank 219 1 3.0

13 Qatar Islamic Bank 213 1 2.9

13 Qatar International Islamic Bank 213 1 2.9

13 Masraf Al Rayan 213 1 2.9
16 Deutsche Bank 204 2 2.8

17 Arab Banking Corporation 172 4 2.3

18 Abu Dhabi Islamic Bank 171 4 2.3
19 RHB Capital 164 1 2.2

19 Lembaga Tabung Haji 164 1 2.2

19 AmInvestment Bank 164 1 2.2

22 Emirates NBD 160 3 2.2

23 Bank of America Merrill Lynch 126 3 1.7

24 Bank of China 93 1 1.3

25 OCBC 88 1 1.2
26 Bank Al-Jazira 68 1 0.9
26 Alinma Bank 68 1 0.9

26 Al-Rajhi Banking & Investment 68 1 0.9

29 National Bank of Abu Dhabi 61 1 0.8

29 Commerzbank Group 61 1 0.8

Top Islamic Finance Related Loans Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %

1 Citigroup 618 8 8.4

2 HSBC 305 2 4.2
3 Samba Capital 233 1 3.2
3 RBS 233 1 3.2
5 Abu Dhabi Islamic Bank 219 4 3.0

6 Standard Chartered Bank 165 3 2.3

7 Emirates NBD 122 2 1.7

8 Maybank Investment Bank 100 1 1.4

9 Bank of China 93 1 1.3
10 National Bank of Kuwait 87 1 1.2

Top Islamic Finance Related Loans Deal List                         12 Months

Credit Date Borrower Nationality US$ (mln)

13th Dec 2011 Barzan Gas Qatar 5,442

2nd Dec 2011 Hajr for Electricity 
Production

Saudi Arabia 1,981

15th Oct 2011 Maaden Bauxite & 
Alumina

Saudi Arabia 929

15th Sep 2011 Dubai Ports World UAE 850

18th Jul 2011 Pembinaan BLT Malaysia 822

23rd Jun 2011 Salik One Spc UAE 800

31st Mar 2011 National Central 
Cooling

UAE 757

17th May 2011 Emaar Properties UAE 699

23rd May 2011 Natrindo Telepon 
Seluler

Indonesia 450

22nd Sep 2011 Albaraka Turk Turkey 344

Top Islamic Finance Related Loans by Country                    12 Months

Nationality US$ (mln) No %
1 UAE 1,706 7 23.2
2 Saudi Arabia 1,511 3 20.6
3 Malaysia 1,190 3 16.2
4 Turkey 998 6 13.6
5 Qatar 850 1 11.6
6 Indonesia 601 4 8.2
7 Pakistan 203 4 2.8
8 China 93 1 1.3
9 Kuwait 87 1 1.2

10 Russian Federation 60 1 0.8

Top Islamic Finance Related Loans by Sector                        12 Months

Global Islamic Loans - Years to Maturity (YTD Comparison)

Are your deals listed here?
If you feel that the information within these tables is inaccurate, you may contact 
the following directly:     Jennifer Cheung (Media Relations)
                                            Email: Jennifer.Cheung@Dealogic.com                          Tel: +852 2804 1223
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