
With the world’s fi nancial markets 
still in fl ux, we take a look this 
week at where the opportunities lie 
for asset managers seeking to meet 
evolving investor demand. From 
private debt and mezzanine funds to 
infrastructure platforms and private 
equity, adventurous Islamic asset 
managers could access a whole new 
world of credit fi nancing. LAUREN 
MCAUGHTRY explores the options. 

A positive trend
Overall, the Islamic fund landscape is 
looking good. Asia Pacifi c and Middle 
East-mandated Islamic funds have had 
a positive start to the year, with the 
average Islamic fund up around 3% 
in the fi rst quarter of 2017. “Trump’s 
refl ation theme lift ed markets globally, 
and oil prices also recovered early 
during the year — enough to off set 
the worries over anti-trade rhetoric 
as well as the travel bans on several 
Muslim-majority countries,” commented 
Mohammad Hassan, the head analyst — 
hedge funds at Eurekahedge. “The pace 
of Fed rate hikes will be a key theme in 
2017 — but this ties in with the Trump 
refl ation theme, which is yet to be 
whipped into action.”

Yet the positive trend is not translating 
through all jurisdictions — or all 

asset classes. Although Asian equities 
are putt ing in a strong performance, 
with the S&P Pan Asia Composite 
Shariah Index up 12.29% over the fi rst 
quarter, the Middle East and Africa are 
struggling. The S&P GCC Composite 
Shariah is down by -0.66% year-to-date 
and the GCC Investable Shariah fell by 
-0.24% in March; while the S&P Pan 
Arab Composite Shariah is down by 
-0.53% over the same period. But it is not 
just regional equities that are struggling. 
The customary asset classes preferred 
by Islamic investors are also facing 
headwinds. For example, the property 
sector has also failed to perform over the 
past four weeks: returning a negative 
-1.31% in March and up by just 1.83% 
over the fi rst quarter. In comparison 
however, the S&P Global 
Infrastructure Shariah Index 
is up 10.17% year-to-date 
— and investors are now 
turning their att ention 
to new opportunities as 
traditional asset classes 
falter. 

Diversification drive
The most obvious trend 
is of course diversifi cation 
— a buzzword always 
on the lips but 
now translating 

into genuine movement for Shariah 
compliant funds as investors turn their 
att ention away from core markets and 
toward a wider outlook. 

“Asset managers are defi nitely looking 
to diversify, and that might lead them 
out of the Gulf region,” confi rmed James 
Stull, a partner with King & Spalding 
in Dubai. “This could be because they 
were improperly overexposed to the 
region before. Now they are looking at 
portfolios where they are not so heavily 
invested in real estate and regional 
equities, and seeking alternative asset 
classes in other jurisdictions to balance 
their portfolios.”

One manifestation of this is the 
proliferation of groups sett ing up 

European funds for the fi rst 
time. “Many asset managers 
have almost 100% exposure 
to the Saudi and GCC 
markets, and as their clients 
want to diversify and they 
don’t want to lose them, 
they are teaming up with 
other people to create new 

products,” explained Stull. 
“We are certainly seeing 

more interest toward 
developed markets.” 
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Volume 14 Issue 14 DEALS
Central bank issues 
Bangladesh Government 
Islami Investment Bond 
with tenors of three and six 
months

UEM Edgenta to issue RM1 
billion (US$226.37 million) 
Sukuk

Saudi government 
deliberating changes to 
the structure of its debut 
international Sukuk 

Saudi Aramco sets fi nal 
pricing for Sukuk 

Saudi British Bank to 
establish Sukuk program 
and issue Sukuk by second 
quarter of 2017

Autoriti Monetari Brunei 
Darussalam issues 143rd 
Sukuk Ijarah worth BN$100 
million (US$70.97 million)

Indonesia lists two Sukuk 
on NASDAQ Dubai; brings 
total nominal value listed 
above US$50 billion for the 
fi rst time

International Islamic 
Liquidity Management 
Corporation to auction short-
term US$850 million Sukuk

Alizz Islamic Bank to 
issue up to OMR30 million 
(US$77.65 million)-worth of 
Sukuk

Sharjah Islamic Bank’s 
board approves issuance of 
convertible Sukuk 

Drake & Scull 
International breaches 
agreement on Sukuk and 
other bank facilities

NEWS
Nine banks seeking to start 
operations in Kenya

Kenyan Treasury to work 
on regulations to facilitate 
Sukuk issuance 

The Islamic Corporation 
for the Development of the 

Private Sector grants US$15 
million facility to Sterling 
Bank

Trustbank chooses Path 
Solutions’s iMAL system

Securities and Exchange 
Commission of Pakistan 
approves Orient Rental 
Modaraba 

New governor of central 
bank of the Philippines to 
be announced in four weeks

Zarai Tarqiatie Bank plans 
to initiate Islamic banking 
services

Bank Islam Malaysia 
to raise RM12 million 
(US$2.71 million) for CMC 
Group via IAP

Ministry of Finance declares 
1MDB debt-free

Maldivian government to 
increase stake in Maldives 
Islamic Bank

Bank Islam Malaysia 
launches co-branding 
campaign

Meezan Bank partners with 
1LINK to establish PayPak 
branded debit cards

Rasmala and KAMCO 
acquire distribution facility 
in Scotland through Shariah 
compliant fi nancing

RESULTS
Bank Sohar approves 5% 
cash dividend

Pak-Qatar Takaful records 
net profi t aft er tax of 
PKR123 million (US$1.16 
million) in 2016

ASSET 
MANAGEMENT
Pacifi c Mutual launches 
Pacifi c Dynamic Global 
Islamic Fund

Fidelity International and 
NCB Capital launch new 
Islamic fund

TAKAFUL
Malath Cooperative 
Insurance and Reinsurance 
Company renews insurance 
license for one year

New insurance subscription 
instructions to take eff ect in 
Saudi

RATINGS
RAM reaffi  rms Musteq 
Hydro’s Sukuk Musharakah 
at ‘AAA(bg)’

RAM maintains rating 
on East Klang Valley 
Expressway’s RM1 billion 
(US$225.84 million) Sukuk

MISC’s RM2.5 billion 
(US$565.35 million) Islamic 
medium-term note program 
affi  rmed at ‘AAAIS’

RAM assigns fi nal ratings 
to RM350 million (US$79.29 
million) Sukuk Murabahah 
of Quill Retail Malls 

MOVES
 United Bank appoints Sima 
Kamil as president and 
CEO

Bahrain Islamic Bank 
appoints new head of 
information technology

Maybank Indonesia 
appoints new president 
commissioner

Bank ABC Islamic appoints 
new managing director

Islamic Banking and Finance 
Institute Malaysia welcomes 
Yusry Yusoff  as CEO

Bank Rakyat names 
Zulkifl ee Abbas Abdul 
Hamid as new managing 
director and president

Mashreq Bank’s head of 
corporate and investment 
banking to take over CEO 
role at Noor Bank

Qatar International Islamic 
Bank appoints board members
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In October last year, Al Rajhi Capital, 
one of the largest investment fi rms in 
Saudi Arabia, raised US$155 million for 
its Al Rajhi European Real Estate Fund, 
focusing on logistics in western Europe. 
Most recently, NCB Capital last week 
joined forces with the UAE’s Fidelity to 
launch a bespoke US$300 million fund 
focusing on core European property. 

Interest in the US is also building, 
with a lot of clients making enquiries 
who have not necessarily looked at 
the region before but are now seeking 
stability and range. Much depends on 
the performance of oil prices this year 
however, as this will have a signifi cant 
impact on fund strategy. “Will 
deregulation in the US energy sector 
put the OPEC cartel under pressure 
and cause oil prices to slip lower? If so, 
regional hubs for Islamic funds in both 
Southeast Asia and the Gulf will be 
under pressure,” commented Hassan. 
“Broad global and developed market-
mandated Islamic funds will likely 
outperform their Asia Pacifi c and 
Middle East-mandated peers.”

Private debt 
But there are bigger 
changes afoot, as investor 
requirements evolve in 
an ever-changing market. 
“People want current income 
and capital preservation. That 
is the recurring theme we keep 
hearing,” explained Stull. “They 
want something that is safe 
and will give them yield.” 
This has resulted in 
growing popularity for 

income-generating property funds and 
fi nancing-like returns — investors into 
funds want a coupon that provides them 
with regular income along the lines of a 
fi xed-income investment. 

This is pushing the development of 
private debt and fi nancing funds, an 
area not currently well-served in the 
Islamic arena and yet one brimming 
over with opportunity. According to 
data from Preqin’s Global Private Debt 
Report released in March 2017, private 
debt accounted for US$595 billion in 
assets under management as at June 
2016 and US$224 billion in dry powder 
held by private debt funds. Last year, 
131 private debt funds raised US$93 
billion in aggregate capital — more 
than the total value of the entire Islamic 

fund industry, which currently 
stands at under US$90 billion 

according to Eurekahedge 
— and on average those 
funds achieved 107% 
of their target, with an 
average fund size of 
US$710 million, suggesting 
investor demand is most 
certainly out there. 

With US$58 billion in 
capital distributions 

in the fi rst 
half of 2016 
alone, it is not 
surprising that 

93% of investors believe that their 
private debt portfolios have met or 
exceeded performance expectations over 
the past 12 months, 68% of investors 
have a positive perception of private 
debt and 62% of investors plan to 
increase their allocation to private debt 
over the longer term. “The private credit 
space has continued to evolve in the 
past decade as institutional investors 
are increasingly taking advantage of 
the fund opportunities that have arisen 
globally since 2007,” noted Preqin. 
“While 83% of private debt investors 
are located in either North America or 
Europe, this represents a decrease of 
5% from the previous year, indicating 
that investors in Asia and the rest of the 
world are increasing their exposure to 
the asset class.”

As liquidity is squeezed and banks 
retreat from lending, asset managers 
are stepping in to take on a bigger 
credit role — including direct lending, 
mezzanine fi nancing, distressed debt, 
infrastructure fi nancing and a multitude 
of other opportunities. And although the 
private debt asset class has been slow 
to grow in core Muslim markets, its 
suitability for Islamic investors and its 
appeal for family offi  ces and institutions 
(due to fewer restrictions, increased 
fl exibility and higher returns compared 
to other asset classes) mean that the 
sector could pose a real opportunity for 

Seeking yield: Debt fi nancing off ers new role for Islamic funds
Continued from page 1
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The pace of 
Fed rate hikes 

will be a key theme 
in 2017 — but this 
ties in with the 
Trump reflation 
theme, which is yet 
to be whipped 
into action

Chart 1: Private debt assets under management, 2006-16

Source: Preqin Private Debt Online
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Islamic asset managers seeking to att ract 
new capital. 

“We are seeing a trend in the GCC 
toward Shariah compliant fi nancing 
funds,” confi rmed Stull. “The banks 
aren’t necessarily lending to a number 
of companies that they would have in 
the past, so we are going to see some 
Shariah compliant credit funds that are 
going to fi ll the gap.”

This could be mezzanine fi nancing 
on top of a senior loan, or facilities 
that target SMEs and mid-sized fi rms, 
or pure private equity fi nancing — 
the opportunities are broad. And 
the trend is also being supported 
by the authorities in a bid to boost 
corporate fi nancing. “We are seeing the 
government and securities regulators in 
these jurisdictions recognize that there 
is value in these funds coming in and 
providing debt services,” commented 
Stull. “We will defi nitely see growth in 
this area — there is a gap in the market 
and a clear need for this, while these 
funds also bring in the kind of fi xed 
coupon-style returns that investors are 
seeking.”

Mezzanine money 
Mezzanine funds in particular could be 
the next big thing for the industry. In the 
conventional sector, mezzanine funds 
exploded onto the scene in 2016 as asset 
managers moved in to fi ll the capital-
raising gap left  by conventional lenders; 

and investors responded with alacrity in 
the midst of a mass of negative-yielding 
debt. Some of the world’s biggest fund 
managers have got in on the game, 
and there is big money involved — 
in October to December 2016 HPS 
Investment Partners completed a 
US$6.6 billion mezzanine debt fund, 
Crescent Capital closed a US$4.6 billion 
fund and Blackstone completed its 
third mezzanine debt fund. In total, 36 
mezzanine funds raised over US$28 
billion last year, the highest level since 

2008, according to data from Preqin and 
the Financial Times. 

So far, there have been limited att empts 
to follow this example from Islamic 
asset managers — but the opportunity 
is out there. Private equity group NBK 
Capital Partners is one of the most active 
managers in the space, and in June 2016 
raised a further US$110 million for its 
second mezzanine fund focusing on 
MENA-based consumer middle market 
companies. 

The fund seeks to “unlock opportunities 
for investors by focusing on companies 
that benefi t from the long-term regional 
fundamentals of a young and growing 
population resulting in accelerated 
household formation and urbanization 
pointing to favorable demand 
dynamics,” and claims to have a strong 
pipeline of investment opportunities 
and high demand from institutional 
investors and family offi  ces. 

“We are delighted that NBK Capital 
Partners Mezzanine Fund II has 
att racted such high caliber investors in 
its fi rst closing,” said Yaser Moustafa, 
a senior managing director at NBK 
Capital Partners. “We are excited to 
have this new capital pool which will 
be deployed in compelling risk-reward 
opportunities for our limited partners.”

Gulf Capital is another key player, 
off ering a range of private debt funds 
specifi cally designed to “address the 
substantial gap in regional fi nancing 
markets by providing timely acquisition 
fi nance and growth capital to mid-
market companies unable to access 
bank lending”. Following the successful 
deployment of its fi rst GC Credit 
Opportunities Fund, the fi rm launched 
its second credit and mezzanine fund 
in 2016, closing in December at over 
US$250 million. “The investors in 
Fund II include a signifi cant number 
of regional and international limited 
partners, comprising sovereign wealth 
funds, pension funds, foundations, 
insurance companies and family 
offi  ces,” said Gulf Capital. The fund will 
invest in mid-market companies across 
the Middle East, Turkey and Africa that 
generate over US$5 million in earnings 
before tax, with an average investment 
size of US$10-30 million and a target 

Seeking yield: Debt fi nancing off ers new role for Islamic funds
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Chart 2: Private debt assets under management by fund type (as at June 2016)

Source: Preqin Private Debt Online
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of 10-12 SME projects over its lifetime. 
“Private debt in the region is becoming 
an att ractive asset class for investors 
seeking a consistent, high-cash yield,” 
said CEO Dr Karim El Solh.

Infrastructure financing
So why have more Islamic fund 
managers not yet tapped this emerging 
asset class? There are a multitude 
of areas within the sector that off er 
what appear to be ideal opportunities 
for Shariah compliant investors. For 
example, India has recently seen a spate 
of infrastructure debt funds that could 
present the perfect template for Islamic 
funds to emulate. Three infra debt funds 
that launched in India in recent years 
(L&T IDF, India Infradebt and IDFC 
IDF) have seen their asset base explode 
from around INR6 billion (US$92.45 
million) in 2014 to INR90 billion 
(US$1.39 billion) in 2016, as non-banking 
fi nancial institutions tap into private 
pools of capital to fi ll the gap left  by 
conventional lenders. 

In 2016, giant conglomerate Tata Power 
joined forces with ICICI Venture Funds 
Management to set up a US$850 million 
platform to invest in regional power 
projects — and has already confi rmed 
commitments from major sovereign 
wealth funds including the Kuwait 

Investment Authority and the State 
General Reserve Fund of Oman. What 
is to prevent the big infrastructure 
players in the GCC and Asia from doing 
the same on a compliant basis, giving 
these institutional funds an Islamic 
mandate in which to invest? Or for 
non-banking fi nancial institutions and 
Islamic asset managers to tap into the 
massive pools of private capital seeking 
a return to launch their own infra debt 
funds to fi nance the huge infrastructure 
requirements across the Middle East 
and Asia, many of which have been 
left  hanging as governments reign in 
spending amid falling oil prices and 
rising public defi cits? 

Fundraising flux
Part of the problem could be a 
reluctance to innovate or explore 
new territory. Part of it could be the 
continued problem of the small size of 
Islamic funds. And part of it is just a 
general blockage in fundraising at the 
moment, which seems to be restricting 
Islamic activity. 

“There are a number of families and 
institutions that are trying to restructure 
now and perhaps get rid of some 
non-core assets, and then potentially 
reinvest. But it is more of an investors’ 
market at the moment, and many 
players are holding their wallets a litt le 
closer to their chests,” said Stull. “The 
big guys are able to raise, the medium 
guys are OK, but the smaller guys are 
struggling somewhat.”

“There’s a blockage in fundraising,” 
agreed a GCC-based fund manager who 
asked not to be named. “I don’t know 
what it is – whether they can’t sell what 
they are trying to sell, or whether it’s an 
issue with the people, or the fees, but 
there is a back up there that is holding 
up growth. I hope that will clear and the 
market will take off  later this year.”

However, opportunities certainly exist 
for those willing to take advantage of 
them. “There are a number of large 
investors out there that are patiently 
waiting and watching, but are actively 
seeking opportunities in which to 
deploy their capital. It is just a question 
of where those opportunities come 
from,” emphasized Stull. “The money 
is defi nitely out there. Investors want 
the best returns, but they want Islamic 
institutions to be able to provide those 
returns — there is certainly a preference 
here to invest with a Shariah fund 
manager.”

The year remains in its early stages, and 
both investors and asset managers 
appear to be hanging fi re, waiting to see 
what the market brings. But with so 
many new prospects on the horizon and 
so many opportunities for Islamic asset 
managers to truly innovate in order to 
off er investors what they are looking 
for, 2017 should be an exciting time 
— as long as the industry is brave 
enough to take a step into a new space 
and leverage current demand to develop 
new off erings, rather than sticking to the 
same old tired strategies.

Seeking yield: Debt fi nancing off ers new role for Islamic funds
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With relations with Europe shaky 
and a possible shift  in power in its 
administration, MARC ROUSSOT 
explores how Iran is strengthening 
bilateral ties to ease the Islamic 
Republic’s entry into the global arena.

Presently one of its closest partners, Iran 
further strengthened its ties with Oman 
last week as the central banks of both 
countries signed an MoU to support and 
develop banking, fi nancial and economic 
operations, as well as to promote bilateral 
and international trade. Similarly, within 
the very same week, the Iranian and 
Pakistani regulators fi nalized several 
agreements to establish banking channels 
between Islamabad and Tehran to bett er 
facilitate trade between both countries.

“There is a clear strategy from the 
government to develop trade, fi nancial 
and economic relations with countries 
in the region. It started in 2015 when 
a trade agreement between Iran and 
Turkey entered into force. The Islamic 
Republic is also seen to be gett ing closer 
to Asian countries — China and South 
Korea are already two of its important 
economic partners. Iran would also like 
to strengthen its ties with EU member 
states; however, despite growing 
business relations since 2016, larger 
European banks are still refusing to 
work with Iranian fi nancial institutions. 
This is due to the fear of not wanting 
to encounter a similar situation as BNP 
Paribas that had to pay US$8.9 billion 
aft er violating the US sanctions against 
Iran,” explains Thierry Coville, a research 
fellow at the Institute for International 
and Strategic Aff airs.

Ever since the sanctions were lift ed in 
early 2016, Iran has been actively trying 
to reconnect with other countries. Its fi rst 
major step was achieved in February 
last year when the global transaction 
network SWIFT reconnected several 
Iranian banks to its system, allowing Iran 

to resume cross-border transactions with 
foreign banks. In the latt er half of 2016, 
another milestone was reached when 
Bank Muscat emerged as one of the fi rst 
foreign fi nancial institutions to open a 
representative offi  ce in Iran.

“Iran wants to widen its economic 
cooperation with Asian and Arabic 
countries,” explains Masoud Gholampur, 
a research manager at Novin Investment 
Bank. “Oman is certainly a close partner. 
Currently, there are more than 300 
Iranian companies registered in Oman. 
Just a month ago, a delegation from 
Bank Muscat held negotiations with 
Iranian parties in Tehran. All of this will 
defi nitely impact the ongoing bilateral 
investments as there are already common 
fi elds of investment in the mining sector, 
amid others. On top of that, economic 
relations with Saudi Arabia and the 
UAE have taken a downturn, therefore 
shaping Oman’s role as a hub to connect 
with Arabic countries.”

In January, Mohsen Zarrabi, the 
chairman of the Iran-Oman Joint 
Chamber of Commerce, also said that 
the Sultanate is a perfect destination 
for the re-export of Iranian products. 
With European countries still being very 

cautious, Oman will be the platform 
for the import and export of Iranian 
goods. According to Masoud: “This will 
facilitate the connection with European 
countries, subsequently creating a 
positive impact on the banking sector. I 
believe the next step will be for banking 
negotiations to take place soon, to 
facilitate the transfer of money.” 

As mentioned, Iran is also looking 
toward the east to fi nd new partners. In 
this quest, Pakistan has been considered 
as a growing partner that could play 
an important role in the future. Both 
countries have good trade and political 
relations for several years now, as 
proven by the 2007 launch of the PAIR 
Investment Company, a joint venture 
investment company set up to enable and 
promote the fl ow of investments from 
Iran into Pakistan.

More recently, in 2016, Pakistan and 
Iran announced that they are looking at 
increasing their annual trade volumes 
up to US$5 billion by 2021. Both 
countries are also part of the Economic 
Cooperation Organization that held 
its 13th summit in early March. During 
the event, member states had agreed 
to deepen fi nancial interactions, cross-
border trade and fi nancing.

Overall, the agreements concluded with 
Oman and Pakistan being part of an 
Iranian global strategy aimed at 
increasing cross-border trade and 
fi nancial fl ows. “I expect even more 
bilateral agreements to be signed in the 
coming months. Iran is already 
approaching Malaysia as its expertise 
could be useful prior to Iran’s euro-
denominated Sukuk issuance expected 
this year,” according to Masoud. The 
question remains: What will be the 
impact of the forthcoming election — 
could the Iranian strategy be 
dramatically changed should a new 
prime minister come to power?

Iran looks to familiar Asian and Gulf allies to connect to the 
world

Straight to Web Feature
A brief industry survey of Islamic fi nance in the US
The current state of Islamic fi nance in the US is an industry with composition. The shape of the economy is taking new forms as we see 
political/economic risk shift. The US in its current form refl ects change, a turn inwards, as is the current buzz. Business is experiencing tax 
reform promises and reviews of post-fi nancial crisis safety measures, while the stock market is taking gulping swings. YUNES KOBAREE 
explores.

To read the full article, log on to www.islamicfi nancenews.com.
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Welcome to the newest edition 
of our monthly global analysis, a 
comprehensive review of what’s been 
happening across the world’s Islamic 
markets over the past four weeks. 
The Sukuk market steams ahead with 
sovereigns supporting the sector and 
corporates planning for the year ahead, 
while fi nancial institutions continue 
to come to market in droves. Africa is 
a hotspot for the banking sector, and 
new funds in the UAE and Malaysia 
drive Islamic asset management into 
the spotlight. LAUREN MCAUGHTRY 
brings you the latest. 

Deals
It’s been a busy month for Islamic 
issuance, and Saudi led the headlines 
with the long-awaited US$2 billion 
Saudi Aramco issuance, which at the 
end of March issued a fi nal pricing 
guidance of 25bps over SAIBOR and 
should close in the fi rst week of April. 
The Saudi sovereign is also well on the 
way to market with an expected US$10 
billion-worth of Islamic paper, although 
the structure may change from a hybrid 
Mudarabah/Murabahah to a simplifi ed 
Ijarah in order to att ract more investors. 

The corporate market has continued 
apace — in Qatar, Ezdan Holding issued 
a fi ve-year Sukuk facility while in 
Turkey, government-related entities are 
on the cards with the state grain board 
(TMO) and construction fi rm Gap Insaat 
both receiving approval for Sukuk sales 
while the Treasury is also considering a 
new US dollar sovereign Sukuk sale.

The UAE’s NMC Health is planning 
a new issuance, while in Malaysia 
conglomerate UEM Edgenta has agreed 
on a new RM1 billion (US$225.84 
million) Sukuk; Tanjung Bin Energy 
issued an unrated perpetual Wakalah; 
and Maybank Islamic provided RM610 
million (US$137.76 million) to Columbia 
Asia in a syndicated Murabahah 
fi nancing. 

Financial institutions continue to come 
to market: with Oman’s Alizz Bank the 
latest to confi rm a planned Tier 1 Sukuk 
of up to OMR30 million (US$77.65 
million) through a private placement. 
Saudi British Bank also plans a US$2 
billion international program as well 

as a SAR1.5 billion (US$399.84 million) 
domestic issuance, while Kuwait’s Al 
Ahli Bank and KFH, Bahrain’s Al Baraka 
Banking Group, Qatar International 
Islamic Bank, Masraf Al Rayan and 
Malaysian Reinsurance have all 
confi rmed their intention to issue. 

The IDB has appointed banks for 
a new US dollar issuance while 
the International Islamic Liquidity 
Management Corporation will auction 
a further US$850 million in short-term 
Sukuk in the fi rst week of April. The 
month closed with Indonesia issuing its 
largest sovereign deal yet, a US$3 billion 
Sukuk Wakalah facility which listed 
on NASDAQ Dubai on the 31st March, 
taking the exchange over the US$50 
billion mark for the fi rst time. 

Banking
Saudi’s banking scene is picking up 
with international banks vying for 
new licenses – the latest news comes 
from Citigroup which has applied for a 
capital market license, while Goldman 
Sachs is also rumored to be looking at 
equities trading in the Kingdom.

Africa is another focus area — nine 
banks are now looking at operations 
in Kenya aft er the central bank lift ed 
its licensing freeze, while in Nigeria 
Sterling Bank received US$15 million in 
fi nancing from the Islamic Corporation 
for the Development of the Private 
Sector and in Egypt, Islamic banking 
assets have reached EGP52 billion 
(US$2.88 billion), up 34% on 2015. 

In Pakistan, Zarai Tarqiatie Bank 
plans to off er Islamic products and 
services, while in the UK Al Rayan Bank 
launched a new series of Islamic Home 
Purchase Plans and in the UAE, Abu 
Dhabi Islamic Bank (ADIB) kickstarted 
ADIB Express, a new class of digital 
branch populated by onsite relationship 
managers. 

Performance 
March was a relatively fl at month, and 
the S&P Global BMI Shariah barely 
moved, with an incline of 1.43%. 
However everything adds up, and 
quarter-to-date the performance is more 
encouraging with a climb of 7.43% — 
outdoing the conventional Global BMI 
Index which moved by just 0.92% over 
the month and is up 6.31% over the 
year-to-date.

The S&P Developed BMI Shariah has 
returned a very similar month, up 
1.33% since the 1st March and 7.12% 
over the quarter — again outperforming 
its conventional counterpart at 0.82% 
and 5.85% respectively. The S&P 
Emerging Market BMI Shariah is doing 
signifi cantly bett er, up 2.7% over March 
and 11.19% over the quarter. This is 
boosted by a strong performance from 
Southeast Asia especially, and the S&P 
Pan Asia Composite Shariah surged 
3.2% over the month and ends the 
quarter up by a strong 12.29%.

However, the Middle East has continued 
to struggle, with the S&P Pan Arab 
Composite Shariah down by -0.17% in 

IFN Monthly Review: March — Sukuk sector surges on the bank 
of strong sovereign support
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March and -0.53% year-to-date. Africa 
has also had an unusually bad month, 
with returns down by -2.43% in March 
and a fl atlining performance of just 
1.64% over the quarter. Looking at asset 
classes and interestingly, the property 
sector has also failed to perform over the 
past four weeks, returning a negative 
-1.31% in March and up by just 1.83% 
over the fi rst quarter. 

Asset management
It’s been a busy month for Islamic 
asset management, with a multitude of 
new fund launches and partnerships 
especially across the Middle East region. 

The UAE’s Fidelity International has 
partnered with Saudi Arabia’s NCB 
Capital to launch a new US$300 million 
real estate vehicle investing in European 

property across Germany, France, 
Benelux and the UK. The Saudi CMA 
also approved yet another Shariah 
compliant REIT to add to the growing 
stable, with Jadwa Investment listing its 
REIT on Tadawul on the 28th. 

Over in Qatar, QInvest has partnered 
with SQN Capital Management to 
launch the QInvest SQN Income Fund, 
an Ijarah closed-ended fund which seeks 
to return 7% annually. Emirates NBD 
is also expanding, with a new Islamic 
India Equity Fund in partnership 
with UTI International which looks to 
leverage the potential of this vast market 
and provide investors with exposure to 
large and midcap Indian stocks. 

Malaysian players have not been idle 
either, and March saw Pacifi c Mutual 

launch the new Pacifi c Dynamic Global 
Islamic Fund looking at tapping global 
compliant securities including equity, 
money market instruments and Sukuk. 
BIMB Investment and Arabesque also 
launched the BIMB-Arabesque Malaysia 
Shariah-ESG Fund, with a 70% focus on 
Malaysia. 

Finally, big news this month came in the 
form of a possible GBP11 billion 
(US$13.8 billion) merger between 
Aberdeen Asset Management and 
Standard Life, two giants that both off er 
Islamic products. If successful, the 
merger would create the UK’s largest 
fund manager and the second-biggest 
player in Europe. It remains to be seen 
what will happen to their compliant 
business once the new entity has begun 
operations.

Bangladesh will be the test bed for 
a pioneering Islamic banking model 
combining Zakat and Sadaqah, one 
that its developers are hoping would 
address the issue of non-performing 
fi nancing to enhance the asset quality 
of Shariah banks. VINEETA TAN 
takes a closer look at the potentially 
revolutionary system.

Several years in the making, the ‘Biniog 
Sathi’ model which was described in 
IFN in its early days of conception (See 

IFN Report Vol 11 Issue 31: ‘Zakat and 
Islamic fi nancing — A revolutionary 
new model?’), incorporates the concept 
of a Zakat and charity fund with existing 
banking models. The model proposes 
for banks to establish a contractual 
relationship with an independent Zakat 
and charity fund through which the bank 
will provide borrowers with the option 
of receiving assistance from the Zakat/
charity fund should the borrower default 
on its fi nancing. The idea is to alleviate 
any fi nancial hardship on the part of the 

borrower and simultaneously ensure 
profi tability for the fi nancing institution.

Offi  cially recognized by the Islamic 
Corporation for the Development of the 
Private Sector (ICD), the model will be 
implemented by City Manarah — the 
Islamic banking arm of the City Bank 
of Bangladesh — and supervised by the 
ICD. This initiative also marks the bank’s 
fi rst foray (and possibly the beginning of 
a new line of services for the bank) into 
the microfi nance segment under which 
City Manarah will extend fi nancing to 
students to partially pay for training 
programs conducted by CodersTrust 
Bangladesh.

In this trial period, IFN understands that 
an internal unoffi  cial Zakat fund will be 
used, which will be more than suffi  ce 
to meet the fi nancing needs of this test 
project.

“At this stage, we are now exploring 
opportunities to form relationships with 
established Zakat funds so that they can 
play a role over the long-term,” a source 
close to the deal tells IFN. 

Should this model take off , it is likely 
the concept would be exported to other 
regions potentially leveraging the ICD’s 
network of fi nancial institutions 
globally.

Bangladesh to be test bed for new ICD Islamic banking model

Chart 1: Biniog Sathi model
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Cross-border investments between 
Malaysia and Saudi Arabia are likely to 
fl ourish in the coming months thanks to 
renewed ties between the two countries 
as a result of the visit of King Salman 
of Saudi Arabia to Malaysia in March; 
and Amanie Arabia, a newly-minted 
consulting fi rm incorporated in Kuala 
Lumpur, is keen to leverage this fl ow 
of opportunities. MARC ROUSSOT 
speaks to Roslan Ahmad, the company’s 
CEO, to fi nd out more.

“In a few words, Amanie Arabia is a 
facilitator. Our main purpose is to look 
at opportunities in Saudi Arabia and 
ASEAN countries. We basically fi nd 
projects for investors and investors for 
projects,” explains Roslan.

As a consultant for both parties, Amanie 
Arabia will assess projects that are 
looking for fi nancing before presenting 
them to potential investors. Following 
King Salman’s visit in the region in 
March, the company is currently focusing 
its eff orts on Malaysia, Indonesia and 

Brunei and is already working on several 
business opportunities. Among them, 
three are in Malaysia, two in Indonesia 
and one in Saudi Arabia.

“We have prepared several structures 
that we intend to propose to Saudi 
investors. We expect that an agreement 
will be reached by the end of the month 
or by early next month. If this is the 
case, a fund will be created for the 
development of the project,” Roslan says.

The aforementioned project is with 
regards to a hotel in Mecca. The 
development will take place in several 
phases, the fi rst one amounting to 

SAR2 billion (US$533.05 million) and 
the second one worth SAR3 billion 
(US$799.58 million). 

The company is mainly looking at 
projects in real estate, tourism, the 
hospitality industry and the food 
industry. “One of the company’s 
founding principles is that investments 
have to be made only in real economy 
activities and have to benefi t the Muslims 
and the Ummah,” stresses Roslan.

The consulting fi rm is open to global 
investors even though presently, their 
client base is mainly Saudi Arabia 
and ASEAN countries, and comprises 
sovereign funds, companies and high-
net-worth individuals.

Amanie Arabia is 65% owned by Arab 
Excellence, a Saudi-Malaysia joint 
consulting company based in Kuala 
Lumpur, with the remaining 35% owned 
by Amanie International Consulting, a 
subsidiary of the well-established 
Amanie Group.

Company Focus: Amanie Arabia to boost Saudi-Malaysia 
investments
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Awareness in Environmental, Social and Governance (ESG) and Sustainable Responsible Investing (SRI) has intensified 

significantly in the past two years. As ethical investing becomes more commonplace, especially among large 

institutional investors, and media coverage of the sector’s activity proliferates, ESG and SR investing is set to grow in 

importance. Recent research has indicated that younger investors are more likely to invest in sustainable investments 

than otherwise. As such, asset managers and financial institutions anticipate that global demand for socially 

responsible investment products will soar in coming years. 

Through its structure and nature, Shariah-compliant finance and investment is supremely well-positioned to take 

advantage of the growth of ethical and sustainable investing. With Islamic finance being inherently ethical and the 

similarities with ESG and SRI being many, the development of Islamic finance products that are also ethical and 

sustainable offers financial  institutions and asset managers an exciting and potentially lucrative opportunity.
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W: www.redmoneyevents.com | E: andy.law@redmoneygroup.com | T: 603 2162 7800 ext. 43

13th April 2017
InterContinental, Kuala Lumpur

LEGAL, DOCUMENTATION AND SHARIAH RISKLEGAL, DOCUMENTATION AND SHARIAH RISK
IN ISLAMIC BANKING AND FINANCEIN ISLAMIC BANKING AND FINANCE

LEGAL, DOCUMENTATION AND SHARIAH RISK
IN ISLAMIC BANKING AND FINANCE

REGISTER NOW
www.REDmoneyevents.com

SIDC CPE - accredited: 10 CPE Points

Operational risk in conventional banking is relatively easy to define, identify and measure. Trying to undertake 

a similar exercise within an Islamic financial institution is significantly more challenging. Heightened 

documentation risk – the risk of the wrong documentation being used, or being misused, or applied incorrectly 

is a significant risk for an Islamic bank, and one that regulators are taking notice of. Through the very nature of 

their structure, composition, philosophy and business activities – the avoidance of uncertainty and the 

adherence to risk-sharing principles – exposure to legal risk is very real for Islamic financial institutions, 

including that of cross-border legal risk. Shariah risk is unique to Islamic banking and has been documented 

extensively, but as regulation develops this remains a challenge for banks to measure and manage. 

Collectively, these risks represent a very genuine challenge for Islamic banking operations, customers and 

stakeholders and require careful identification, mitigation and management.
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There is an increasing level of interest 
in Shariah compliant indices across 
the board, from multiple diff erent 
providers — and in a mark of how far 
the industry has come, over the past fi ve 
years Islamic alternatives have not only 
kept pace with conventional off erings 
but in some cases even exceeded their 
performance.

This week, IFN spoke to the head of 
EMEA partnerships at FTSE Russell, 
Maaqil Bhoyroo, to discuss his views 
on the current landscape for Islamic 
index provision — and the outlook is 
encouraging.

“In the market, we are still seeing an 
increase of interest in Shariah compliant 
indices,” confi rmed Maaqil, “With 

respect to performance, over the past 
fi ve years or so, index performance has 
been almost identical to the conventional 
indices.”

In particular, the ETF and index-linked 
funds sector is benefi ting from rapid 
growth, based upon an increasingly 
sophisticated product off ering from 
index providers. And despite their small 
stature in the global fi eld of assets under 
management, Islamic ETFs are expected 
to proliferate in the coming years as 
new products emerge tailored to their 
individual requirements.

“We work very closely with the ETF 
providers globally,” explained Maaqil. 
“They prefer a smaller selection of 
stocks rather than the wider benchmarks 
that we have for our global indices. So 
we work directly with funds and ETF 
providers, usually to create country-level 
indices and smaller baskets. We certainly 
have conversations ongoing at the 
moment to look at new ETFs launching 
in the coming year.”

And options are no longer limited to 
off -the-shelf for other clients either. The 
preference toward customization is a 
growing trend in the Islamic index space, 
and one that all providers are aiming to 
leverage; enabling individual clients to 
set their own levels of compliance based 
on their own principles, no matt er which 
sector or asset class they operate in.

“We are seeing a number of clients now 
seeking more custom solutions, based 
on our standard Shariah off erings,” 
agreed Maaqil. “For example, if a client’s 
mandate is to be a bit more lenient on 
a company’s non-compliant business 
activities, then we can increase the 
threshold (which at the moment is 5% 
for our standard indices) up to 10% or 
20%, and customize those to their needs. 

Likewise, should a client wish to remove 
non-compliant activities completely from 
an index and from index constituents, 
that threshold can be reduced to zero as 
well. We are seeing more and more of 
that, and we now have a dedicated team 
to provide it.”

So what are the other big trends to watch 
out for this year? As an ongoing theme, 
smart beta remains the one to watch.

“We are seeing increasing interest in 
smart beta in sector indices across the 
board — not just in the Islamic space but 
standard as well,” said Maaqil.

Smart beta is essentially a term for 
indices that are using alternative 
weightings to reach a particular risk and 
return goal. And notably, these indices 
are oft en now outperforming their 
conventional counterparts.

“A couple of years ago we launched the 
FTSE Shariah minimum variance index 
to respond to this growing demand. 
This index aims to deliver reduced 
index volatility based on historic return 
information, and also to improve the 
risk/return trade-off , while maintaining 
the full allocation to the underlying 
indication,” explained Maaqil. “With 
this particular minimum variance index, 
there has been a knock-on eff ect of 
increased performance even though that 
was not the original intention!”

Could this suggest that ethical 
considerations might truly make for 
lower volatility and higher performance 
— meaning that Shariah compliant funds 
could potentially off er a genuine 
fi nancial advantage to investors? With a 
growing array of tailored products to suit 
every investor, the Islamic index horizon 
certainly looks optimistic.

Smart beta and customized solutions are key trends in the 
Islamic index space

Despite their 
small stature 

in the global field 
of assets under 
management, 
Islamic ETFs 
are expected to 
proliferate in the 
coming years as 
new products 
emerge tailored 
to their individual 
requirements



11© 5th April 2017

IFN REPORTS

Industry pundits expect the Saudi 
insurance regulator to initiate a wave 
of consolidation in the world’s largest 
Takaful market this year as intense 
competition continues to compress 
profi t margins and exert heavy pressure 
on the market viability of smaller 
operators. VINEETA TAN reports.

With 34 cooperative insurers, the 
Saudi insurance market has for the 
most part been batt ling with losses as 
a result of fi erce rivalry, which oft en 
hurt the smaller and medium-sized 
players. Despite posting strong fi nancial 
performance last year as a result of 
regulatory changes (See IFN Report Vol 
14 Issue 08: ‘Fantastic year for Saudi 
Takaful operators — but is the growth 
sustainable?’), which saw marked 
improvements in earnings from 28 
insurers including nine which reported 
profi ts for the fi rst time in years, the 
industry is still largely dominated by 
two fi rms — Tawuniya and BUPA 
Arabia. Together, they both commanded 
a market share of 44.7% in 2016 and 
accounted for 57.4% of the sector’s 
total net income, according to S&P. A 
majority of the 2016 premiums (73.9%) 
were realized by the eight largest 
companies which held 66.2% of total net 
income.

This leaves smaller operators, which 
lack scale, with few ammunition to grab 
a larger slice of the market, and even 
compelled a few to underwrite riskier 
businesses.

“We remain concerned that Saudi 
Arabia has too many insurance 
companies, notably too many that are 
too small to compete eff ectively with 
their larger peers,” noted S&P recently.

The call for consolidation is one 
easily understood: a merger would 
signifi cantly boost economies of 
scale and alleviate cost pressures and 
subsequently provide involved players 

with more competitive advantages to 
take on bigger competitors, however, 
the regulatory landscape may deter 
insurers from taking the mergers and 
acquisitions route.

“The complexity and occasional 
ambiguity of local law and regulation 
mean that economic logic alone 
may not be suffi  cient to support the 
case for consolidation. We therefore 
anticipate that the government will 
agree to act as a facilitator,” explained 
S&P. “Saudi Monetary Authority, as 
[the] regulator, has taken this role in 
the past, successfully promoting the 
consolidation of the domestic banking 
sector to just 12 banks.”

Mergers and acquisitions have long 
been the logical option for the 
overcrowded Saudi Takaful market — 
but whether or not 2017 would be the 
year defi ned by consolidation, remains 
to be seen.

2017 — the year for Takaful consolidation in Saudi?

Chart 1: Gross premium writeen growth rates across Gulf Cooperation Council Markets

Source: Standard & Poor’s Financial Services 
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It has been a very busy week on 
the sovereign Sukuk front, notably 
Saudi Arabia which is considering a 
change in the structure of its looming 
US$10 billion Sukuk, with Turkey 
also tapping the international market 
and the Philippines mulling a Sukuk 
issuance. MARC ROUSSOT brings you 
the latest developments.

Saudi Arabia
Saudi Arabia is mulling the possibility 
of changing the structure of its planned 
debut international Sukuk worth US$10 
billion. The sovereign issuance was 
planned as a hybrid structure, consisting 
of a Mudarabah agreement and a 
Murabahah facility, but the government 
is said to be in discussions regarding 
potential changes to the structure to 
make the issuance less complex and 
easily tradable.

Turkey
The Turkish Treasury plans to auction 
a two-year lease certifi cate on the 20th 
June 2017, according to its domestic 
borrowing strategy as viewed by IFN. 
No size has been set for the upcoming 
issuance which will mature on the 19th 
June 2019. The treasury is also due to 
redeem TRY1 billion (US$274.68 million)-
worth of Sukuk in June.

Separately, Turkey has issued a six-year 
Sukuk facility amounting to US$1.25 
billion, Reuters reported quoting 
bankers. It is Turkey’s fi ft h such issuance 
since it tapped the global Sukuk market 
for the fi rst time in 2012. The Islamic 
paper, which att racted more than US$3.7 
billion, increased Turkey’s outstanding 
dollar Sukuk to US$6 billion.

Indonesia
The Indonesian government announced 
on the Ministry of Finance’s website that it 
has conducted a sovereign Sukuk auction 
on the 4th April 2017 with an indicative 
target of IDR6 trillion (US$447.6 million). 
The Sukuk auctioned are the SPN-S and 
PBS (project-based Sukuk) series (PBS013, 
PBS014, PBS011, PBS012 and SPN-S 
05102017). Proceeds from the issuance will 
be used to fi nance the 2017 State Budget.

The government of Indonesia has 
also listed two Sukuk amounting to 
a combined value of US$3 billion on 
NASDAQ Dubai, according to a press 
release.

Brunei
Autoriti Monetari Brunei Darussalam 
has, on behalf of the government of 
Brunei, issued its 143rd series of short-
term Sukuk Ijarah for the total amount 
of BN$100 million (US$70.97 million), 
according to a statement. The 182-day 
facility was priced at 0.69% and will 
mature on the 21st September 2017.

With this issuance, the Bruneian 
government has thus issued over 
BN$10.73 billion (US$7.62 billion)-worth 
of short-term Sukuk Ijarah securities 
since the maiden off ering on the 6th April 
2006, and the total holdings of Sukuk 
outstanding of the Bruneian government 
until the 23rd March 2017 stood at 
BN$393.2 million (US$279.06 million).

Bangladesh
The central bank of Bangladesh, 
Bangladesh Bank, has issued the three-
month and six-month Bangladesh 
Government Islami Investment Bond. 
According to a press release, the three-
month issuance received a total of two 
bids amounting to BDT2.15 billion 
(US$26.53 million). The six-month 
issuance received a total of eight bids 
worth BDT3.51 billion (US$42.71 million). 
The profi t-sharing ratio of the accepted 
bids was 90:10.

The Philippines
The Philippines’s fi nance secretary 
announced that the country is 
considering issuing Sukuk, but only aft er 
existing legislation has been tweaked.

Sovereign Sukuk: Turkey taps the global market for the 5th time

Upcoming sovereign Sukuk
Country Amount Expected date
Philippines TBA TBA
Turkey TBA June 2017

Indonesia US$5.5 billion
2017 (issued US$3 
billion Sukuk on the 
22nd March 2017)

Italy TBA TBA
Indonesia IDR31.5  trillion TBA 
Saudi Arabia US$10 billion 2017
Morocco TBA First half 2017
Bahrain TBA TBA 
Oman US$2 billion 2017
Algeria TBA TBA
Iran IRR60 trillion 2017
Nigeria TBA TBA 
Egypt TBA TBA
Kazakhstan TBA 2017
Kenya TBA 2017
South Africa TBA 2017
Bangladesh TBA TBA
Hong Kong US$1 billion TBA 
Ningxia Hui Autonomous 
Region US$1.5 billion TBA

Niger XOF150 billion TBA
Luxembourg TBA TBA
Tunisia US$500 million TBA
The UAE TBA TBA
Shandong Province CNY30 billion TBA
Sindh Province US$200 million TBA
Kuwait KWD5 billion TBA
The Maldives TBA TBA
Sri Lanka US$1 billion TBA
Germany US$1 billion TBA
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Regulatory landscape
Uganda has begun the process 
of instituting an Islamic banking 
framework: in March 2017, the Bank 
of Uganda (BOU) confi rmed that it 
had submitt ed its proposed Shariah 
banking framework to the Ministry of 
Finance and aims to begin licensing 
Islamic banks; this follows the 2016 
amendments to the Financial Institutions 
Act (FIA) 2004 which paved the way for 
the implementation of Islamic banking, 
allowing existing banks to off er Shariah 
compliant products on a window basis 
subject to approval.

Requiring fi nancial institutions keen to 
off er Islamic products to set up a Shariah 
advisory board to advise, approve and 
review their Islamic fi nance business, 
the BOU also plans to establish its own 
Shariah advisory board; the central bank 
has been actively engaging industry 
players including the IDB and the IMF 
to build its Islamic banking regulation 
capacity.

While the FIA amendment was lauded by 
market participants as a meaningful step 
forward in introducing Shariah banking 
in Uganda, observers have also called for 
further revision to the Central Bank Act, 
the Hire Purchase Act, the Stamp Duty 
Act and the Accounting Principles Act 
to bett er facilitate the implementation 
of Islamic banking. Industry players 
are nonetheless optimistic about the 
proposed framework: members of 
parliament are generally supportive 
of the idea; in fact, in March 2017, the 
Uganda Parliamentary Forum on Islamic 
Banking and Finance — a network to 
promote Shariah banking — was formed.

Local law fi rm Engoru, Mutebi 
Advocates at the end of 2015 joined 
global Islamic fi nance legal network 
ISFIN. 

Banking and finance
There are 25 commercial banks, four 
credit institutions and four microfi nance 
deposit-taking institutions in Uganda: 
although none off er Shariah compliant 
solutions yet, market participants 

have been keen to do so. The BOU fi rst 
received an application by a fi nancial 
institution to operate as a fully-fl edged 
Islamic bank as far back as 2008; 
however, the regulatory infrastructure at 
that time did not allow for it.

It has been indicated that as many as 
half of the commercial banks in the 
country, including Global Trust Bank, are 
interested in creating Islamic windows 
to tap the Muslim market. Interest is 
stemming from both local and foreign 
players: Kenya Commercial Bank 
also has eyes on Uganda in its Islamic 
banking expansion strategy and at least 
three Middle Eastern banks have also 
expressed intentions to set foot in the 
Ugandan market.

The BOU expects to begin licensing 
Islamic banks before the end of the year, 
riding on the passing of its proposed 
Shariah banking framework.

Apart from Islamic banking, the 
country also aims to introduce Islamic 
microfi nancing models, particularly 
through the Microfi nance Support 
Center (MSC) in partnership with the 
IDB as part of the Rural Income and 
Employment Enhancement Project 
which is expected to take eff ect this 
year. The MSC is working together with 
the Ministry of Finance, Planning and 
Economic Development in preparation 
for the launch of three Islamic 
microfi nancing models of Musharakah, 
Mudarabah and Murabahah.

Takaful
The Financial Institutions Act was 
amended in February 2016 to allow 
for Takaful. The Insurance Regulatory 
Authority of Uganda has since draft ed 
regulations that would streamline 
the operations of Takaful insurance 

companies and enable the authority 
to begin licensing Takaful business. 
The Committ ee on Finance, Planning 
and Economic Development has 
also recommended for banks to also 
be granted licenses to off er Takaful 
solutions. As at the end of 2015, there are 
21 non-life insurers, eight life insurers 
and one reinsurer in the country.

Outlook
Uganda may be one of the poorest 
countries and least developed nations 
in the world, but it holds strong growth 
potential: the World Bank placed it as 
one of the fastest-growing economies 
worldwide based on its 7.3% average 
real GDP growth between 2000-10, and 
the economy is projected to expand by 
5.5% this year and an average 6-7% over 
2018-20.

Committ ed to lift  itself out of the low-
income bracket to become a competitive 
upper middle-income country, the 
government has put in place an 
ambitious 30-year plan known as Vision 
2040 and is looking to Islamic fi nance 
to boost its economic fundamentals 
as well as deepen its Islamic fi nancial 
universe. It also hopes to leverage on the 
internationalization of Islamic fi nance 
to bolster cross-border fl ows regionally 
in line with its neighbors (Kenya, 
Nigeria, Senegal, South Africa) which 
have also jumped on the Islamic fi nance 
bandwagon. Foreign players believe in 
the Ugandan Islamic fi nance growth 
story as refl ected by their keen interest to 
set up shop in the East African country.

The central bank, which is a strong force 
in pushing the Islamic banking agenda, 
has embarked on multiple marketing 
campaigns to raise Shariah banking 
awareness among its 38 million 
Christian-majority population, out of 
which 14% are Muslims. Training 
providers such as the Uganda Institute of 
Banking and Financial Services have also 
begun to off er Islamic fi nance training in 
order to nurture much-needed human 
capital for the industry as the country 
prepares to fully embrace Islamic fi nance 
through new regulations.

Uganda: New kid on the block
Improving regulatory mechanics in place and an expanding economy has placed resource-rich Uganda on the 
Islamic fi nance map as the East African nation drives up eff orts to join its regional peers in the global Shariah 
fi nance market with new regulations to meet pent-up demand and tap new cross-border opportunities. VINEETA 
TAN provides an overview of the Ugandan Islamic fi nance sphere.
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ANALYSISIFN SECTOR ANALYSIS
HALAL FINANCING

Overview
Food, cosmetics and personal care, 
agriculture, pharmaceuticals and health, 
logistic services, media as well as tourism 
are all sectors that form the Halal 
industry. This segment is valued at US$4 
trillion and is expected to reach US$6.4 
trillion by 2018, according to the Halal 
Industry Development Corporation, a 
Malaysian body coordinating the overall 
development of the in-country Halal 
industry. The institution also affi  rmed 
that just the Halal food sector on its own 
carries a value of US$680 billion. On the 
other hand, the Islamic fi nance market 
stands at approximately US$2 trillion in 
assets and this fi gure is now expected to 
reach US$3.5 trillion in 2021, according to 
Thomson Reuters.

Challenges
The Halal industry and Islamic fi nance 
share the same principles of Shariah. In 
theory, companies revolving around the 
Halal industry should then be leveraging 
Islamic fi nancing solutions to respect 
the philosophy of a Halal economy in its 
entirety. By doing so, the segment would 
readily achieve end-to-end Shariah 
compliance.

Nevertheless, this does not seem to be 
the case today as there appears to be gaps 
in supporting a holistic Islamic economy 
through Islamic fi nancing solutions. A 

survey conducted by Thomson Reuters 
in 2016 showed that 49% of Islamic 
economy leaders are either fully utilizing 
Shariah fi nancing or at least most of the 
time, while there is still a substantial 
32% who said they were relying on 
conventional fi nancing. 

Additionally, a 2014 Bank Negara 
Malaysia report asserted that in 2012, 
trade fi nancing between OIC member 
states reached nearly US$4 trillion 
yet, in comparison, the value of global 
Islamic trade fi nancing solutions stood 
at a mere US$250 billion. The fact that 
the Halal industry had frequently 
chosen conventional fi nancing solutions 
subsequently led to many Halal 
suppliers and companies being deemed 
noncompliant by Shariah screening 
bodies.

Opportunities and 
developments
Islamic banking institutions have 
tremendous opportunities moving 
forward to cater to the varying fi nancial 
needs of the world’s Halal fi rms. To 
be more precise, the development of 
economically viable Shariah compliant 
trade fi nancing, risk management and 
working capital solutions will make these 
key segments that Islamic banks have 
opportunities to tap into and expand 
upon.

Despite an existing need for fi nancing, 
Sukuk issuances still remain rather low, 
as the International Shariah Research 
Academy for Islamic Finance noted in 
2016. Hence, more companies could 
follow the lead of Al Farooj Fresh, a 
UAE-based international chain of fast 
food restaurants serving Halal food, 
which opened its fi rst outlet in France in 
2012 aft er issuing Sukuk amounting to 
EUR500,000 (US$532,490).

Another avenue of fi nancing is 
crowdfunding. This alternative method 
of fi nancing could help start-ups and 
SMEs that are in need of funding but face 
a lack of appropriate Shariah compliant 
solutions linked to their high cost and 

red tape. This fi nancing method is 
expected to pick up in the coming years 
as crowdfunding is popular among 
youths, who constitute a large percentage 
of the population of OIC member states.

There are several other avenues to aid 
the growth of the Halal industry. Take 
for example, the tourism sector — 
Shariah compliant fi nancing solutions 
could resolve the struggle that hotels 
face in obtaining funding. Given the 
diffi  culty in convincing investors from 
the conventional market that dry hotels 
can actually be a profi table investment, 
Islamic fi nancing solutions could bridge 
the gap. 

On the same note, should the Turkish 
model be adopted, where hotels and 
travel agencies are off ering Islamic 
fi nancing services, middle-class Muslims 
with large families who oft en fi nd it 
challenging to fund their vacations could 
then travel more frequently.

Conclusion
The demand for Halal products will 
continue to rise in the coming years due 
to several reasons. The Muslim 
population is projected to increase by 
26.4% from 1.7 billion in 2014 to 2.2 
billion by 2030, according to the Pew 
Research Center. Moreover, there is a 
growing consciousness among Muslims 
in ensuring that they consume Halal 
products. Interestingly enough, the 
growing consumption of Halal products 
within the non-Muslim community is 
also signifi cant. Having said that, it is 
now left  to the Halal industry and Islamic 
fi nance to support each other through 
close collaboration to achieve a fully 
Shariah compliant economy.

Halal financing: A story of opportunity
The Halal industry and Islamic fi nance are two fast-growing industries — both benefi t from the growing 
worldwide Muslim population and also share the same values and principles of Shariah. However, a fully Shariah 
compliant economy is yet to be achieved as these sectors are presently not working hand in hand to make it 
happen. MARC ROUSSOT illustrates the opportunities should this change take eff ect.

It is now left 
to the Halal 

industry and Islamic 
finance to support 
each other through 
close collaboration 
to achieve a fully 
Shariah compliant 
economy
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CASE STUDY

Undersecretariat of Treasury 
Republic of Turkey’s lease 

certifi cates

US$1.25 billion

30th March 2017

Issuer Hazine Mustesarligi 
Varlik Kiralama

Obligor The Undersecretariat of 
Treasury, Republic of 
Turkey

Size of issue US$1.25 billion

Pricing Midswaps +285bps

Tenor Six years

Issuance price 100%

Profi t rate 5%

Payment Semi-annually

Currency US dollar

Maturity date 6th April 2023

Arranger(s) Dubai Islamic Bank, 
HSBC, Standard 
Chartered

Number 
of investor 
accounts

125

Yield to 
investors

5%

Listing Irish Stock Exchange

Investor 
breakdown

Middle East: 46%; the 
UK: 31%; Turkey: 9%; 
the US: 5%; Other parts 
of Europe: 5%; Asia: 4%

Face value/
minimum 
investment

Multiples of US$1,000

Turkey tapped the international debt 
capital markets with its US dollar-
denominated Sukuk last week worth 
US$1.25 billion. The issuance garnered 
oversubscription thrice its size despite 
it being only the fi ft h Sukuk from the 
country since its foray into the global 
Sukuk market in 2012. DURGAHYENI 
MOHGANA SELVAM provides an 
account of the deal.

The Turkish Treasury appointed Dubai 
Islamic Bank, HSBC and Standard 
Chartered to arrange and issue a lease 
certifi cate issuance in the international 
capital markets. Right aft er, the treasury 
conducted a series of investor meetings 
in the UAE on the 28th March 2017 and on 
the 30th March 2017, the certifi cates were 
issued with a size of US$1.25 billion, 
maturing in six years on the 6th April 
2023. The pricing was set at 5% with the 
midswaps set at +285bps. 

Despite the tight timeline, the issuance 
received well-rounded responses from 
investors. The off ering att racted an 
orderbook of more than US$3.7 billion, 
approximately thrice the actual issue size 
from 125 accounts around the world. 
The investor base was a diverse one, 
further giving the nation the credit it 
needs to become one of the key players 
of the Islamic capital market industry. 
Approximately 46% of the certifi cates 
were sold to investors in the Middle East, 
31% to investors from the UK, 9% from 
Turkey, 5% from the US, 5% from other 
parts of Europe and 4% from Asia. The 
proceeds of the issue will be transferred 
to the treasury accounts.

The transaction brought in many 
new landmark achievements for the 
sovereign. With this outstanding dollar 
Sukuk transaction, the amount of 
funds that have been raised from the 
international capital markets increased 
to US$6 billion. The certifi cates also 
further fortify Turkey’s aim to become a 
major market for Islamic investors and 
to overtake the Gulf and Southeast Asian 
regions.

The transaction would also contribute to 
a bigger cause: Turkey announced its 
plans to make Istanbul a major fi nancial 
center by 2023, in time for its 100th 
anniversary of the founding of the 
modern Republic. A whopping US$350 
billion of infrastructure spending is 
expected to be sourced for the project, 
with Islamic fi nance lined up to be one of 
the major sources. In line with the 
project, more Islamic capital market 
issuances can also be expected from the 
country. The treasury will be auctioning 
a two-year lease certifi cate and is also 
due to redeem TRY1 billion (US$274.51 
million)-worth of Sukuk in 2017.

Republic of Turkey’s Sukuk: Strengthening Turkey’s 
footprint in the international markets

With this 
outstanding 

dollar Sukuk 
transaction, the 
amount of funds 
that have been 
raised from the 
international 
capital markets 
increased to 
US$6 billion
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By Mohammad Raafi  Hossain, a social 
entrepreneurship and ethical expert.

It’s time to revisit and reassess 
the merits of microfi nance, be it 
conventional or Islamic. Given the 
rise of fi ntech, microfi nance and more 
importantly, giving access to fi nance 
to the underbanked, remain critical 
elements for not just the Muslim world, 
but for the wider global economy.

Today, with the various technologies 
at our disposal, it is critical to diagnose 
the gaps and weaknesses of existing 
business models and prescribe the right 
technological and economic model. 
Microfi nance is the preeminent tool 
in poverty reduction that is utilized 
today in various forms and contexts. 
Syed Khaja Safi uddin, a professor in 
microfi nance in India, gives a good 
defi nition for microfi nance when he 
stated that: “It constitutes the provision 
of fi nancial services to poor and low-
income people whose low economic 
standing excludes them from formal 
fi nancial systems.” 

Numerous studies have indicated 
that the exclusion of the poverty-
stricken from the fi nancial system is the 

primary factor that restricts them from 
participating in the process to escape 
poverty. Consequently, it prohibits them 
from overcoming poverty. With no 
access to any fi nancial service, poverty-
stricken households fi nd themselves in 
a precariously limited position where 
they are unable to take advantage of 
their skills, capitalize on investment 
opportunities and increase their living 
standard.

In my opinion, this eventually puts 
them in a vicious cycle of poverty that 
they are unable to free themselves from. 
This is a vicious cycle because poor 
people don’t have disposable capital. 
Without such capital, they can’t invest 
in a small business. When they can’t 
invest in a small business, they are forced 
to continue to earn extremely limited 
wages. Their wages are so miniscule 
that they fi nd themselves with barely 
suffi  cient funds to survive. They need 
additional funds, but they can’t get this 
without additional fi nancial services, 
which they don’t have access to. Thus, it 
is a vicious cycle. 

As such, the potential benefi ts 
of microfi nance as 
‘jumpstart’ fi nance 
have been clear. 
But despite 
the theoretical 
potential that it 
has inspired in 
poverty-stricken 
societies, there 
is signifi cant 
debate (and the 
lack of empirical 
evidence) 
regarding 
the ability of 
microfi nance 
to sustainably 
alleviate poverty. 

It is debatable to 
completely trust the 
notion that access to 
fi nancial capital alone 
can alleviate poverty. The 
evidence of this can be 
seen in the recent recession. 
Banks gave out loans to people 
without checking if they have 
the means to pay it back, as 
these banks just wanted to make 
some quick profi ts. The way 
good fi nance works is when 

lenders lend to those who can bring 
returns on that money. Thus, fi nance 
needs to fuel real economic progress. If 
capital can’t fuel enterprises, then it only 
serves to fi nancially enslave the client in 
a vicious cycle of interest (or fee)-laden 
debt.

Another way to look at the impact 
of microfi nance loans is by taking a 
longitudinal look at the economic well-
being of the widely-accepted home of 
microfi nance, Bangladesh. In 2001, based 
on Harvard research, approximately one 
out of every four families in Bangladesh 
had, at some point, taken a microfi nance 
loan since the advent of microfi nance in 
the country. This is simply a remarkable 
statistic showing how much penetration 
microfi nance had in Bangladesh. 

However, despite the prevalence of 
microfi nance, it seemed to have a tiny 
impact on the country’s development 
statistics, relatively speaking. In 
1991, Bangladesh ranked 136th on the 
UNDP Human Development Index in 
societal well-being. Almost 15 years 
later and aft er signifi cant penetration 
of microfi nance (more than any other 

country), it ranked 137th on the 
same index. In other words, 

there was no noticeable or 
additional eff ect on the 
lives of the impoverished 
in Bangladesh compared 

to the growth of other 
countries. The reason 
is because these loans 

evidently did not spur 
microenterprises that 

would have been the 
means for these households 
to continue to increase their 
livelihoods.

Somewhere in this gloomy 
outlook, there lies a 
burgeoning opportunity for 

the growth of a new era of 
innovative solutions to poverty. 
Chief among these methods are 
certain fi ntech start-ups 
sprouting from around the 
world. Fintech solutions are bett er 

equipped to hand out microfunds 
than microfi nance institutions 
because fi ntech, inherently, has the 

focus and vested interest in fueling 
enterprises rather than being a 

bank-like institution.

The microfinance mirage

COLUMN
FLIP THE SCRIPT

Fintech 
solutions are 

better equipped 
to hand out 
microfunds than 
microfinance 
institutions because 
fintech, inherently, 
has the focus and 
vested interest in 
fueling enterprises 
rather than being 
a bank-like 
institution
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By Hussain Kureshi, CEO of Millennia 
Global Research House. He can be contacted 
at husseinkureshi@gmail.com.

Nations pride themselves on many 
things, some on their language, others 
on their technological achievements, 
their military victories or their system 
and body of laws. In the Islamic 
universe, the source of law has always 
been the Quran as the primary source. 
Interpretation of the verses of the Quran 
is a diff erent matt er.

The fi rst to interpret the Quran was the 
Prophet (PBUH); the companions and 
the Prophet’s family members who were 
in his company and audience for most 
of their lives remain the second source 
of the law and its interpretations. Aft er 
the demise of the Prophet (PBUH) and 
the generation that lived in his time, a 
need for codifi cation and organization 
developed. A more human hand began 
to play a role and certain individuals 
began to dedicate their life to developing 
a legal infrastructure. 

Tribal structures, however, already 
infl uenced the development of this 
structure. Tribal chiefs have historically 
not only been the developers of rules, 
but were also responsible for executing 
decisions, interpreting the laws of the 
tribes for specifi c circumstances and 
acting as an arbitrator. We are or should 
be familiar with the notion that tribes 
also used to hold councils, an att empt at 
democratizing decision-making, where 
an aff ected party and a guilty party 
could both present their perspectives in a 
confl ict. The tribal structures off ered the 
earliest semblances of a court, typically 
the court of the tribal chief, and a jury 
made up of the village elders; without 
any legal intermediaries or lawyers, 
aff ected parties could present their case. 

So a legal background or watermark 
for subsequent legal institutions were 
present in a tribal structure, such as 
that of a court, off ering evidence and 
semblances of a jury. How the tribe 
evolved into a social structure, an 
economic structure or a legal structure is 
the subject of detailed anthropologists, 
but the experience of the human nature 
reveals that we naturally converge 
to live together, there is strength in 
numbers and we as humans also 
converge to accepting the authority of 

certain individuals who display superior 
qualities. 

The Quran took the powers away from 
the tribal leader. Hundreds of years of 
natural evolution were abrogated by one 
act of God. The tribal chief was no longer 
the power source, the Quran was and 
its main interpreter the Prophet. Tribal 
customs had to be screened through the 
fi lter of the Shariah to remain in force. 
In later years, a whole new body of 
legalists, scholars and Hadith compliers 
began to infl uence decision-making in 
Islamic society. When one body of law is 
adopted, all bodies of law en priori are 
abandoned. Infl uences of previous laws 
and customs are retained if they do not 
violate the spirit and form of the newly 
revealed laws. 

Nevertheless, I would like to divert the 
att ention of readers to a paper I recently 
came across titled ‘The Islamic Origins 
of Common Law’ by John A Makdisi. 
The professor provides evidence that the 
common notion that common law fi nds 
its origins in Roman law is mistaken, as 
many aspects and institutions of common 
law share more with Islamic 
law than with Roman 
law. This paper was 
published in the 
North Carolina Law 
Review in 1999 by 
the University of 
North Carolina and 
credits the Islamic 
concept of Waqf for 
the modern-day 
trusts, and asks 
readers to refer 
to another text by 
Monica M Gaudiosi 
titled ‘Comment, The 
Infl uence of the Islamic 
Law of Waqf on the 
Development of the 
Trust in England: 
The Case of Merton 
College’, 136 U PA 
L REV 1231, 1248-55 
(1988). 

Other works cited which 
link the development 
of law schools compare 
this development to the 
curriculum of Madrasah by 
George Makdisi titled ‘Interaction 
Between Islam and the West, 44 
revue des etudes Islamiques’ 

287, 289 (1976); and ‘The Guilds of Law in 
Medieval Legal History: An Inquiry into 
the Origins of the Inns Court’, 34 Clev St 
L Rev 3.16 (1985-86). George Makdisi also 
authored another important work ‘The 
Scholastic Method in Medieval Education: 
An Inquiry into Its Origins in Law and 
Theology’, 49 Speculum 640,648 (1974). 

The paper by John Makdisi also 
questions the source of the right to trial 
before a jury as this, according to the 
author, does not exist in Roman law, and 
he cites the contract law or the Aqd and 
compares it to the English contract law 
and the right of debt and the English 
assize of novel disseism which gives a 
legal right to the act of possession and 
can confer upon it the right of ownership. 
This is compared to the Islamic Istihqaq, 
also referred to as Hawz. Finally, the 
paper identifi es the English jury with the 
Islamic concept of Lafi f.

Other scholars have found similarities in 
certain English commercial arrangements 
with that of the Muslim world, for 
example, the contract of commenda 
is very similar to the contract of 

Mudarabah, and a professor by the 
name of Abraham L Udovitch, 

in his work titled ‘Partnership 
and Profi t in Medieval Islam’ 
171-72 n.4 (1970), discusses 
this in detail. Lately, there 
has been a lot of work in 
diff erent aspects of Islamic 
law and I believe the 
educated youth should 
take a keen interest in 
this subject and study 
it in an environment 
of scholarly discipline 
and rigor. The last book 
I will put out there for 

readers is unrelated 
but illustrates my point 
– ‘Sexual Violation in 
Islamic Law: Substance, 
Evidence, and Procedure 
(Cambridge Studies in 
Islamic Civilization)’ by 
Hina Azam.

I also invite readers to 
undertake a self-styled 
project of providing an 
authentic take on such laws 

as blasphemy laws, women’s 
rights, family law, laws of 

evidence and other aspects of 
Islamic law.

Islamic sources of common law
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PAKISTAN

By Muhammad Shoaib Ibrahim

The NBFI & Modaraba Association of 
Pakistan has launched a new Islamic 
fi nance center for the promotion of 
Islamic investments at the Capital 
Market Business Hub (CMBH) in 
Abbott abad which is one of the cities 
of Pakistan within the province of 
Khyber Pakhtunkhwa. Zafar Abdullah, 
the commissioner of the Securities and 
Exchange Commission of Pakistan 
(SECP) inaugurated the center. 

The CMBH as a capital market hub is a 
concept of centralized premises where 
major capital market entities maintain 
a presence. The hub is engaged in 
enhancing the outreach of capital market 
entities to smaller cities of Pakistan. The 
success of such an endeavor will open 
the door to more similar initiatives which 
will provide investment opportunities 
to people residing in smaller cities and 
thus contribute to the expansion of the 
investor base. Small cities in Pakistan 
like Abbott abad have untapped savings 
which may result in exponential growth 
if synergized with the right investment 
options. This will also support the 

government of Pakistan’s drive for 
fi nancial inclusion under the National 
Financial Inclusion Strategy. The 
establishment of the CMBH is the fi rst-
ever in the history of Pakistan.

The center will operate under the NBFI & 
Modaraba Association of Pakistan which 
is a representative body of Modarabas, 
leasing companies, investment banks and 
Takaful window operations operating 
within the country and provides a strong 
platform to members to liaise with the 
regulatory authorities to create an enabling 
environment for members to promote their 
business and contribute toward economic 
development of the country. 

The SECP is very keen in and committ ed 
to the promotion of Islamic fi nance 
within the country. As envisioned 
by SECP Chairman Zafar Hĳ azi, 
this was an initiative of the NBFI & 
Modaraba Association to expand the 
range of regulated Islamic fi nance 
and investments. The objective of the 
establishment of an Islamic fi nance 
center within the CMBH is to focus 
on providing investor education 
and awareness about Islamic fi nance 
particularly on the Modaraba sector, 
and expanding the outreach of the 
association’s members to the public 
in Abbott abad and its adjoining areas. 
Similarly, on the advice of the SECP’s 
chairman, the Modaraba sector has 
also set up a consumer fi nance center 
in Rawalpindi to provide consumer 
fi nance to smaller customers in regulated 
form and at an aff ordable fi nancing 
rate in order to discourage exploitative 
fi nancing within the informal sector. 

The SECP has also taken several 
measures for the protection of investors’ 
interest. A number of reforms were 
introduced such as proper disclosures 
and transparency, enhancing fi nancial 
inclusion by catering to low-risk 
customers and increasing retail 
penetration by expanding outreach and 
strengthening the distribution network. 
For this purpose, a systemic risk 
department has also been established 
within the SECP for monitoring, 
identifi cation, analyses and managing the 
systemic risk by using various 
methodical approaches.

Muhammad Shoaib Ibrahim is CEO of First 
Habib Modaraba. He can be contacted at 
Shoaib@habibmodaraba.com.

NBFI & Modaraba Association of Pakistan 
launches Islamic finance center
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The success 
of such an 

endeavor will open 
the door to more 
similar initiatives 
which will provide 
investment 
opportunities to 
people residing in 
smaller cities and 
thus contribute to 
the expansion of 
the investor 
base
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SAUDI ARABIA

By Nabil Issa

We note a continuing demand by 
Shariah compliant funds and investors 
in REITs and real estate investment 
traded funds. Both Riyad Capital and 
Jazira Capital have launched REITs 
that have been oversubscribed. It is 
expected that another three REITs will 
be announced before the end of April.

Many of the initial REITs have been 
conversions of existing Saudi Arabian 
Capital Market Authority (the CMA) 
private funds. It is important for parties 
to understand some of the basics of 
creating such funds.

A private real estate fund can only 
be managed by an authorized person 
regulated by the CMA and holding a 
management license. The private off ering 
of a real estate fund in Saudi Arabia 
is governed by Articles 73 through 75 
of the Investment Funds Regulations. 
In order to launch a real estate fund, 
the fund manager must submit certain 
documents including the terms and 
conditions (in Arabic), feasibility 
study, two independent valuations 
for identifi ed properties, executed 

agreements for identifi ed properties and 
the confi rmation of due diligence and 
the appointment of a Shariah board for 
Shariah compliant funds. We continue to 
see that the successful REITs are Shariah 
compliant.

The CMA has a 15-business day no-
objection period during which they 
will review and provide comments on 
the fund documents. Generally, if the 
requirements are met, the CMA will 
allow the manager to start off ering the 
fund aft er such a period, provided any 
CMA comments are incorporated into 
the off ering documents.

The CMA recently stressed that 
funds and REITs that invest in Mecca 
and Medina are only open to Saudi 
investment. We note that there is an 

exception for certain non-Saudi investors 
to lease assets in Mecca and Medina 
for two years, with such leases being 
renewable.

The CMA also requires the fund manager 
to appoint an independent custodian to 
hold the title to all properties of the fund. 
For real estate funds, the custodian will 
be required to form a wholly-owned SPV 
(in the form of a Saudi limited liability 
company) which will hold the title to the 
assets.

Once the fund is ready to list, it 
must ensure that at least 75% of such 
investments must be in Saudi Arabia 
in developed assets generating period 
income, resulting in the need to identify 
75% of the assets prior to launching the 
REIT. REITs are not to invest in vacant 
land, but may invest up to 25% of the 
fund’s assets in real estate development 
or the redevelopment of properties. 

The demand for REITs is also further 
spurring interest in income-producing 
assets in Saudi Arabia.

Nabil A Issa is a partner at King & Spalding. 
He can be contacted at nissa@kslaw.com. 
James Stull, a partner at the same law fi rm, 
co-authored this report.

Creating and listing a REIT in Saudi Arabia

AFGHANISTAN

By Manezha Sukhanyar

In addition to other challenges faced 
by the Islamic banking sector in 
Afghanistan, limited human resources 
and capacity-building are signifi cant 
challenges to overcome. Decades of war 
and instability have caused a huge gap 
in the supply of human resources in 
diff erent sectors of the country. 

Most banks commenced Islamic banking 
operations in early 2009 where they faced 
a lack of professionals, leading most of 
them to hire international personnel. Not 
only Islamic windows but conventional 
banks also faced the same obstacles. 
The need for capacity-building within 
the fi nancial sector is recognized by 
the government and during 2012, the 
Afghanistan Institute of Banking and 

Finance (AIBF) was formed with an aim 
to increase the fi nancial and management 
capacity of Afghans. Besides providing 
long and short-term training, the AIBF 
also provides distance learning which 
enables full-time employees to pursue 
their education during their employment.
 
In addition to the AIBF, the Afghanistan 
Banking Association (ABA) was formed 
in 2004, providing basic and advance 
training on capacity-building of member 
banks and other fi nancial organizations. 

In recent years, a number of universities 
have included Islamic banking and 
fi nance in their syllabus and some 
of them are planning to conduct 
international seminars on the subject. 

Although the human resources gap has 
been fi lled to some extent, there is still 
demand for capacity-building, 

considering the high demand for Islamic 
banking in the country.

Manezha Sukhanyar is the head of Islamic 
banking at Maiwand Bank. She can be 
contacted at hoib@maiwandbank.com.

Capacity-building and human resources pose challenges to 
Islamic banking in Afghanistan
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NEW ZEALAND

By Mohamed Nalar

New Zealand meat exporters could be 
landing sheep meat into Iran later this 
year as eff orts are made to revive a trade 
which was at its height during the boom 
years of the 1980s. 

Following an agreement signed by 
Primary Industries Minister Nathan 
Guy in February 2017, New Zealand 
meat exporters have got the green light 
on veterinary protocols to allow lamb 
exports to Iran to resume but questions 
remain about how sales proceeds will be 
returned to New Zealand.

The agreement requires up to two Iranian 
nationals with religious training onsite at 
plants during the processing of carcasses 
bound for the Middle Eastern country. 
It follows the agreement on food safety 
protocols in 2014 and theoretically allows 
New Zealand meat exporters to resume 
trade with Iran aft er an almost 20-year 
hiatus.

The government’s agricultural trade 
envoy, Mike Petersen, who joined Guy on 
the trip to the Middle East in February, 
said potential buyers he had met on the 
trip — ranging from traders to importers 
with established links to retail chains 
— were ‘desperate’ for lamb from New 
Zealand. He said how much New Zealand 
ends up selling to them depended on their 
ability to pay the world price plus extra 
costs. Those included tariff s and fi nancial 
intermediation costs unique to the Iranian 
market.

However, the opportunity is being 
complicated by banking sanctions that 
have seen commercial players in the west 
only tentatively re-entering the market in 
the two years since a deal was brokered 
to lift  some sanctions in return for 
restrictions on Iran’s nuclear program. It 
is envisaged that New Zealand’s banks 
are likely to still be unwilling to deal 
with Iran’s banks directly.

Still in place are laws in the US 
prohibiting any bank with a US banking 
license from doing business with Iranian 

counterparts thought to have links with 
terrorist organizations. The laws have 
spooked banks worldwide — including 
in New Zealand — who fear that doing 
business for export clients through 
Iranian banks could see them hit with 
huge fi nes or even stripped of their US 
banking licenses.

However, it is important to take 
confi dence from the uninterrupted 
Iranian dealings with New Zealand dairy 
companies through nearly two decades 
of sanctions and which were largely 
funded by the same lenders that banked 
the meat industry.

It can be concluded that there is a great 
opening for the Islamic fi nance sector to 
yet again enter the New Zealand 
marketplace both in the investment and 
fi nancial services areas to facilitate 
international trade fl ows between the 
Middle East and Asia Pacifi c.

Mohamed Nalar is the trustee and board 
member of Awqaf New Zealand. He can be 
contacted at m.nalar@actrix.co.nz.

New Zealand to resume meat exports to Iran

OFFSHORE CENTERS

By Manuela Belmontes

Following the strong trend started by 
its fellow Kuwaiti banks, Warba Bank 
recently issued US$250 million in 
perpetual Tier 1 capital certifi cates.

The 14th March 2017 issuance was a 
success, being fi ve times oversubscribed 
and att racting investors from across the 
globe. Similar to last year’s perpetual Tier 
1 Sukuk issuance by another Kuwaiti 
bank, Ahli United Bank of Kuwait, 
Warba Bank also domiciled its Sukuk 
issuing vehicle in the Cayman Islands.

The issuer was incorporated as a Cayman 
Islands exempted company by the name 
of Warba Tier 1 Sukuk. Its shares are held 
on trust for charity by a Cayman Islands 
licensed trust company, MaplesFS, in 
order to create an ‘orphan’ structure with 
the issuer’s ownership being separate 
and independent from Warba Bank as 
well as from all other transaction parties. 
The licensed trust company also provides 

an independent board of directors and 
supportive corporate administration 
services to the issuer. This independence 
is desirable as it allows the issuer to 
transact on an ‘arm’s length’ basis with 
the sponsor or obligor, satisfying the 
requirement of many Shariah scholars 
that there be some distance between the 
sponsor and the issuer. 

One of the reasons the Cayman Islands 
remains a popular jurisdiction for Sukuk 
issuers is the breadth of experienced 
reputable service providers available to 
off er share trustee and director services 

and who are very familiar with these 
structures. 

The Cayman Islands also provides an 
Islamic-friendly regulatory regime, 
having enacted legislation to simplify the 
regulatory status of Sukuk and which 
promotes the growth of Islamic fi nance.

The implementation of Basel III capital 
standards and other regulatory reforms 
in Kuwait and surrounding GCC 
countries makes the issuance of Tier 1 
Sukuk att ractive for fi nancial institutions 
based in those jurisdictions.

The familiarity and confi dence that 
GCC-based (as well as global) fi nancial 
institutions and investors have in the 
Cayman Islands make this jurisdiction 
att ractive as the domicile for Tier 1 Sukuk 
issuers. The strong trend for using these 
Cayman Islands vehicles is thus bound to 
continue.

Manuela Belmontes is a partner at Maples 
and Calder (Dubai). She can be contacted at 
manuela.belmontes@maplesandcalder.com.

Warba Bank uses Cayman Islands vehicle in successful Sukuk 
issue
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FRANCE

By Kader Merbouh

Aft er the revolution that witnessed 
the introduction of ‘crowdfunding 
participative’ into the universe of 
Islamic fi nance, we are now witnessing 
the emergence of a new technology 
that will promote the fi nancial 
disintermediation even more, for 
example, by the reduction of transaction 
costs. The revolutionary technology is 
blockchain, which promises to change 
our lifestyles.

What is blockchain?
Blockchain is a digital storage and 
transmission technology which is 
decentralized, and totally secure. 
Concretely, it is a book of account — 
a register containing a list of all the 
exchanges carried out between the users 
of this blockchain since its creation. This 
registry is decentralized, ie stored on the 
servers of its users, and operates without 
an intermediary so the infrastructure 
costs are eliminated.

Blockchain is in reality the network 
of calculations and the reading of 
thousands of computers isolated from 
each other geographically that regroup 
the transactions carried out between the 
users of the network by blocks.

Each block is validated by the nodes of 
the network called ‘minors’ according to 
the techniques that depend on the type 
of chain of blocks used. Once the block is 
validated, it is time-stamped and added 
to the string of blocks. The transaction is 
then visible to the receiver as well as the 
entire network; once the transaction is 
registered, no one can modify or delete 
it. In order to hack or manipulate this 
register, it would be necessary to access 
and modify several databases at the same 
time which is technically impossible. This 
system allows people to know everything 
that happens in the digital world with 
certainty.

The fi rst blockchain appeared in 2008 
with the digital currency bitcoin, 
developed by a person under the 
pseudonym Satoshi Nakamoto. There are 
several hundred blockchains but the best 
known is that which supports bitcoin, 
a virtual currency that is accepted as 
a means of payment with transactions 
made on a peer-to-peer platform 

without any intermediaries. Nowadays, 
many companies and governments are 
planning to use blockchain technology, 
so why not Islamic fi nance as well?

This technology perfectly matches 
Islamic fi nance values based on trust and 
transparency. Indeed, this technology 
based on trust is an important social 
value in any exchange and can be a 
solution in eliminating the problem of 
Riba (interest) because it uses bitcoin 
as a means of exchange without any 
monetary remuneration. It can also be 
used to reduce the Gharar (uncertainty) 
because users must go through the 
same protocol for the validation of the 
transactions which means the reduction 
of asymmetrical information and 
uncertainty at the same time. As an 
example, Islamic insurance (Takaful) can 
perfectly benefi t from this technology 
— on the one hand, transactions are 
registered in a sequestration manner on 
the blockchain (shared sequestration) 
and on the other hand, the users of the 
group decide among themselves on their 
compensation, if necessary, so there is 
no third party (Takaful operator) in this 
operation.

Another way this ‘open source’ 
technology can be used is for the 
development of the profi t share 
investment account which is the 
particularity of Islamic banks under the 
Mudarabah contract (sharing contract) 
which consists of investing resources that 
generate profi ts which will be shared at 
the end with the blockchain; the path of 
the Mudarabah fl ow will be more visible 
and transparent and investors can follow 
the routing of these funds clearly, which 
means the absence of obscurity and the 
possibility of arbitrage on the allocation 
of funds.

Blockchain technology off ers ‘smart 
contracts’, an att ractive alternative to 
conventional contracts which may be 
subject to complexity in their structuring 
and application. Smart contracts off er 

a mathematical validation process 
integrated into the blockchain to 
allow the secure and direct point-to-
point transfer of ownership without 
intermediaries.

Smart contracts also allow the signifi cant 
reduction of transaction processing time 
and costs as well as the elimination of 
the need for manual documentation, 
the elimination of the reconciliation of 
transactions and the elimination of the 
risk of errors and duplications since each 
block contains a sum of control (hash) 
that protects it from changes.

Finally, blockchain is a great leverage for 
Islamic fi nance in this world that is 
evolving at a high speed.

Kader Merbouh is the special advisor 
on Islamic fi nance and the international 
cooperation offi  cer of the MENA zone and is 
also the head of the Executive Master Islamic 
Finance Department at Paris Dauphine 
University. He can be contacted at kader.
merbouh@dauphine.fr. Latifa Boudlal and 
Laila Hariri assisted in writing this report.

Does blockchain add value to Islamic finance?

Smart 
contracts 

offer a mathematical 
validation process 
integrated into 
the blockchain to 
allow the secure 
and direct point-
to-point transfer of 
ownership without 
intermediaries
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CROWDFUNDING

By Craig Moore

It is well documented that Islamic 
fi nance is one of the fastest-growing 
areas of global fi nance. With a large, 
relatively untapped market, there are 
certainly plenty of opportunities to 
establish an industry that is not only 
fi nancially robust but also socially 
prosperous.

While Islamic fi nance is predominantly 
driven by Islamic banking, there is an 
important role that non-banking fi nancial 
institutions can play in helping it reach 
its full potential. 

The introduction of innovative, risk-
sharing fi nancial products is a new route 
to drive the growth of Islamic fi nancial 
off erings. Alternative fi nance, such as 

Islamic crowdfunding, follows the basic 
Islamic principle of risk-sharing and 
ensures monies are directed toward 
ethical ventures that off er real economic 
benefi t. 

Islamic crowdfunding can help drive 
greater fi nancial inclusion by improving 
the distribution of credit to the oft en-
neglected SME sector. A vibrant SME 
ecosystem fosters competition and 
entrepreneurship, both key tenets of 
Islamic principles. SMEs are critical to 
the economy, being key generators of 
employment and income, and oft en 
accounting for more than 80% of the 
private sector workforce. When SMEs 
have the support they require, such as 
access to aff ordable fi nance, not only do 
they prosper but the community also 
benefi ts from improved employment and 
overall economic development. 

Islamic crowdfunding also increases 
access to Islamic fi nance products to 
a wider, more diversifi ed investor 
audience, enabling them to engage 
and actively invest in local businesses, 
thus uniting investors and businesses 
and establishing a mutually benefi cial 
environment.

Alternative fi nance is a budding 
opportunity but requires due focus and 
support from policymakers to nurture its 
potential. Islamic crowdfunding not only 
provides new opportunities to help 
Islamic fi nance realize its full potential, 
but also drives the prosperity and 
wellbeing of the community 
simultaneously.

Craig Moore is the founder and CEO of 
Beehive. He can be contacted at craig@
beehive.ae.

The community benefits of Islamic crowdfunding 

SOVEREIGN SUKUK

By Hamed Afzal

The sovereign Sukuk market has seen 
a number of noteworthy developments 
over the past month. 

In the Middle East, it was reported by 
Bloomberg that Saudi Arabia has chosen 
JPMorgan, HSBC and Citi as the global 
coordinators for its potential sovereign 
Sukuk issuance, while Deutsche Bank 
and BNP Paribas, among others, were 
hired as the lead managers. Bloomberg 
reported that the Kingdom is also 
considering a domestic Islamic paper 
issuance by the end of this year. In 
Oman, the sovereign is reportedly 
planning to issue its second dollar 
sovereign Sukuk, with banks reported 
to have been appointed. Oman’s Capital 
Market Authority has also reportedly 
given provisional approval for two 
new domestic Sukuk issuances of an 
aggregate size of OMR300 million 
(around US$777.65 million).

In Asia, Indonesia’s retail Sukuk off ering 
closed on the 17th March 2017, while 
Hong Kong listed its latest US$1 billion 
Sukuk facility on NASDAQ Dubai, 
bringing the total listed value of Hong 
Kong government Sukuk to US$3 billion. 

Meanwhile, Malaysia is reportedly 
expected to issue domestic Sukuk worth 
between US$22.2 billion and US$26.7 
billion this year.

In Africa, Algeria is looking at plans to 
issue an interest-free domestic bond later 
this year, which would reportedly carry a 
tenor of between three and fi ve years and 
would be non-tradable, while the 
government of Nigeria aims to issue a 
US$300 million diaspora bond abroad 
this year, and sell its fi rst sovereign 
Sukuk in the local market (off  the back of 
last month’s US$1 billion eurobond).

Hamed Afzal is a senior associate at King 
& Spalding. He can be contacted at hafzal@
kslaw.com.

Sovereign Sukuk market picks up pace IFN Sector Correspondents
CROWDFUNDING: Craig Moore
CEO, Beehive

DEBT CAPITAL MARKETS: Imran Muft i
partner, Hogan Lovells

FAMILY OFFICES: Stephen Cutt s
advisor of family offi  ces in the UAE

FINANCIAL INSTITUTIONS & CORPORATE SUKUK: 
Rizwan H Kanji
partner, King & Spalding

LAW (EUROPE): Shakeel Adli
partner, head of Islamic fi nance, CMS

LEGAL FRAMEWORKS: Dr Hurriyah El Islamy
Islamic fi nance expert, IMF

MERGERS & ACQUISITIONS: Burak Gencoglu
senior att orney, GSG Att orneys at Law

MICROFINANCE: Mohammed R Kroessin
head of Islamic microfi nance, Islamic Relief Worldwide

PRIVATE EQUITY & VENTURE CAPITAL: Osama Audi
member, King & Spalding ‘s Middle East & Islamic 
Finance and Investments practice group

REAL ESTATE: Philip Churchill
founder partner, 90 North Real Estate Partners

RISK MANAGEMENT: Dr Ken Baldwin
lecturer in fi nance, Coventry University

SHARIAH & CORPORATE GOVERNANCE: Prof Dr 
Mohamad Akram Laldin
executive director, International Shariah Research 
Academy for Islamic Finance

SOVEREIGN SUKUK: Hamed Afzal
partner, King & Spalding

TAKAFUL & RE-TAKAFUL (ASIA): Marcel Omar Papp
head of Retakaful, Swiss Re Retakaful

TAKAFUL & RE-TAKAFUL (EUROPE): Ezzedine 
Ghlamallah
director, Solutions Insurance and Islamic Finance (SAAFI)

TAKAFUL & RE-TAKAFUL (MIDDLE EAST): Dr Sutan 
Emir Hidayat
assistant professor, head of Business Administration and 
Humanities Department, University College of Bahrain

IFN Correspondents are experts in their respective fi elds 
and are selected by Islamic Finance news to contribute 
designated short sector reports. For more information 
about becoming an IFN Correspondent, please contact 
sasikala.thiagaraja@redmoneygroup.com



23© 5th April 2017

IFN SECTOR
CORRESPONDENT

FINANCIAL INSTITUTIONS 
AND CORPORATE SUKUK

By Rizwan Kanji

Some notable Sukuk off erings took 
place among fi nancial institutions and 
corporates in March. Most notably, 
Warba Bank issued its US$250 million 
Tier 1 Mudarabah Sukuk, bearing a 
profi t rate of 6.5%. The issuance, to be 
listed on the Irish stock market and 
NASDAQ Dubai, was reportedly fi ve 
times oversubscribed. 

Elsewhere in the Middle East, Sharjah 
Islamic Bank in the UAE is looking to 
potentially issue convertible Sukuk, 
while in Qatar, Masraf Al Rayan is 
seeking shareholder approval to issue 
up to a maximum of US$3 billion 
equivalent of Islamic paper and Qatar 
International Islamic Bank is reportedly 
considering a Tier 1 Sukuk facility of up 
to QAR3 billion (US$823.17 million). In 
Oman, Meethaq expects to launch its 
OMR100 million (US$258.89 million) 
Sukuk program by the end of the month 
while conglomerate Golden Group is 
reportedly planning a OMR200 million 
(US$519.5 million) Sukuk program later 
this year, making it potentially only the 
third corporate Sukuk in Oman. 

In Malaysia, Cagamas launched its 
RM2.2 billion (US$498.02 million) 
equivalent dual currency issuance, while 
Yinson TMC announced that its RM500 
million (US$113.19 million) Sukuk 
program is now tradable and 
transferable. SapuraKencana Petroleum, 
which owns SapuraKencana TMC, made 
two further issuances of unrated Sukuk 
Murabahah, while ABHC Sukuk 
increased the profi t rate on its RM1 
billion (US$226.37 million) Sukuk 
Wakalah to 5.5% yearly.

Rizwan H Kanji is a partner at King & 
Spalding. He can be contacted at rkanji@
kslaw.com.

A flurry of activity 
in the corporate 
Sukuk space in 
March

The IFN Indonesia Forum, a key event on the IFN Forum calendar, continues to bring together the country’s top regulators and influential 

market players to discuss the growth and opportunities present for Islamic finance. Being the country with the largest Muslim population 

in the world and with strong support by local regulatory bodies, Indonesia’s Islamic finance industry is set to grow even stronger in 2017. 

The country reaffirmed its position as a leading sovereign Sukuk issuer in 2016 when it issued a dual-tranche global Sukuk facility worth 

US$2.5 billion and received overwhelming response from the investor base. Furthermore, it is set to become one of the founding 

members of a potentially significant Islamic investment infrastructure bank that will serve the infrastructure financing needs in the 

region.
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Tariq S J Alrifai is CEO of 
the Quorum Center for 
Strategic Studies. He can 
be contacted at tariq@
quorumcentre.com.   

In Europe, the European Central Bank 
(ECB) decided a week later to keep its 
rates at zero for a while longer given 
the fact that eurozone countries are 
still suff ering from below-average 
growth despite the fact infl ation, a 
key determinant for the direction of 
interest rates, has been rising across the 
continent. In the UK, for example, the 
latest infl ation data was recently released 
showing infl ation ticking up higher than 
expected at an annual rate of 2.3% versus 
the expected 2.1%. Eurozone infl ation is 
currently at 1.9%, which is close to the 
target rate of 2% by when the market 
expects the ECB to put the brakes on its 
quantitative easing program and start 
hiking rates. The UK, however, is under 
pressure today to start hiking rates and 
may do so before the summer.

What does this have to do with the Sukuk 
market? On the surface, they may seem 
like unrelated events, but rising interest 
rates directly aff ect the Sukuk market. 
The Sukuk market, especially US dollar-
denominated Sukuk, are benchmarked 
to LIBOR, which is the London Interbank 
Off ered Rate, or the fl oating interest 
rate charged by banks. A majority of 
interest rate products around the world 
are directly or indirectly linked to 
LIBOR. According to the Intercontinental 
Exchange, in 2014 there were over US$350 
trillion-worth of debt instruments linked 
to LIBOR and Sukuk are among them. 
Therefore, rising LIBOR rates mean rising 
Sukuk rates.

While many of us have been watching the 
US Federal Reserve and ECB for interest 
rate directions, we have been blindsided 
to what has been going on in the LIBOR 
market, which is more relevant to us 
in the Islamic fi nancial market. LIBOR, 
as you can see from Chart 1, has been 

steadily rising since the summer of 2015 
and has now reached a high not seen since 
2009. Issuers and investors in the Sukuk 
market should take notice of this. 

The recent surge in Sukuk issuance 
from oil-producing countries has been 
well-received by the market. The drop 
in the price of oil, which began in 
June 2014, has forced many of these 
countries to cut back their spending 
and look for creative solutions to 
fi nance their budget defi cits. Sukuk 
have been one of these solutions. Now 
that the price of oil has been stabilizing 
over the past year, it still remains 
over 50% below the highs of 2014. 
Nevertheless, oil-producing countries 
are still keen on tapping capital 
markets on both the conventional and 
Islamic fronts to fi nance their defi cits.

Sovereign issuance, regardless whether 
conventional or Islamic, has been good 
for the Sukuk market. Saudi Arabia 
issued a US$17.5 billion bond in 2016 
and is looking to repeat it again soon. 
Kuwait issued its fi rst sovereign bond in 
recent memory last month that was eight 
times oversubscribed. These sovereign 
issuances are good for the overall Sukuk 
market because they set the benchmark 
rates for the rest of the market and test 

international investor demand for such 
instruments. Islamic banks have been at 
the forefront of Sukuk issuance in recent 
years, but this is expected to change as 
both governments and corporates look 
to tap the Islamic market. What has 
happened since LIBOR began rising in 
2015 is a rush by both governments and 
corporates to issue Sukuk at fi xed rates 
to lock in lower rates as rates rise. As a 
result, rising rates will be good for Sukuk 
issuance this year.

On the fl ipside, rising rates also mean 
that governments and corporates 
needing to constantly tap capital markets 
for debt fi nancing will be squeezed and 
could face repayment challenges going 
forward. Rising rates mean rising debt 
payments at a time when revenues and 
tax receipts are fl at or falling.

Emerging markets such as China and 
Turkey are especially vulnerable to rising 
interest rates as they have taken on a 
record amount of debt over the past eight 
years. In a recent report issued by the 
Bank for International Sett lements (BIS) 
titled ‘BIS Quarterly Review, March 
2017,’ China and Turkey are at the top of 
the BIS list of emerging countries most 
likely to suff er the most as a result of 
rising interest rates. 

The effects of rising interest rates on the Sukuk 
market   
The US Federal Reserve’s 25bps (0.25%) interest rate hike on the 15th March 2017 was very much anticipated by the 
market. However, what should have been a wake-up call for the market was simply met with a yawn. This was the 
third rate hike by the Federal Reserve in 15 months. It was a clear signal that rates were headed higher aft er being held 
down close to zero for seven years, a fi rst in the central bank’s more than 100-year history. TARIQ AL-RIFAI explores. 

Chart 1: LIBOR rates from July 2013 to July 2016

Source: Macrotrends
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The Islamic fi nance business model 
shows that profi ts and ethics are 
compatible. It is increasingly att racting a 
broad base of Muslim and non-Muslim 
clients around the globe due to its ethical 
sustainability, asset-backed investing in 
the real economy and overall SRI (socially 
responsible investment) approach.

From the first trades in Arabia 
to today’s eurozone alternative
The Islamic economic law is based on 
justice and the economic well-being of 
society. In Islam, the market symbolizes 
freedom and solidarity. The historical 
development of Islamic banking started 
even before Islam spread within the 
Arabian Peninsula and across and beyond 
the Middle East.

With the introduction of the pillars of Islam 
and the belief in an aft erlife, economic 
and social responsibility then grew. The 
prohibition of interest (Riba), speculation 
(Maysir) and uncertainty (Gharar) ensured 
that trading did not cause damage to 
society. The moral requirement for traders 
was a charitable and benevolent market 
participation. Thus, profi t-sharing as the 
basis of Islamic banking was used by 
traders at the very beginning of Islam.

Development of Islamic 
banking in the 20th century
The fi rst interest-free bank was introduced 
in 1963 in Mit-Ghamr in Egypt based on 
the business model of the German savings 
banks. Around the same time, Tabung 
Haji (the Pilgrims Fund Corporation) 
was established in Malaysia. In 1971, the 
Nasser Social Bank was founded in Egypt 
as a non-profi t bank. In 1975, the IDB 
in Jeddah and the Dubai Islamic Bank 
were founded, followed by the Kuwait 

Finance House in 1977. Kuwait Finance 
House is the main shareholder of the 
Turkish Kuveyt Turk Participation Bank, 
which pioneered the introduction of the 
interest-free Islamic banking model in the 
eurozone with the opening of KT Bank 
as fi rst fully operational Islamic bank in 
Germany in 2015. This was also a premiere 
for continental Europe. The fi rst Islamic 
bank in Germany faced a huge amount of 
media att ention during its market launch, 
generating sustainable public awareness, 
and putt ing it on the map in Germany and 
the eurozone among the banking industry 
as well as among potential clients.

A successful role model for an Islamic 
banking undertaking in a western 
economy was the prosperous development 
of Al Rayan Bank in the UK. The former 
Islamic Bank of Britain was established in 
2004 and as such the fi rst UK bank off ering 
Shariah compliant products and services.

Alternative system for western 
economies
From the year 2000 onwards, conventional 
western fi nancial institutions and 
insurance companies began to take an 
interest in Islamic fi nance, with the largest 
international players all being represented 
in the Gulf region and in Southeast Asia.

In September 2015, Islamic banking was 
acknowledged by the fi nance ministers of 
the G20 states as a progressive alternative 
for the western economic system and, in 
the future, is supposed to be integrated 
into the global fi nance structure more 
substantially. “Islamic fi nancing 
instruments are of growing signifi cance 
in the global economy”, stated German 
Finance Minister Wolfgang Schauble, 
according to sources at the G20 summit in 
Ankara.

Germany and the eurozone – 
emerging markets
With a population of currently more than 
4.8 million Muslims in Germany, which 
is growing due to the refugee infl ux, 

Germany has huge market potential 
for Islamic banking. Net incomes of 
Muslim households are estimated to 
rise, and Muslims in Germany also 
have a remarkable savings rate of 
nearly double the national average. 

Currently, only 5% of the German 
Muslim population adheres to Islamic 
banking, which gives this niche 
market substantial anticipation of 
growth. Other eurozone markets like 
Austria, France, The Netherlands 
and Luxembourg have also already 
acknowledged this potential for their 
respective economies.

Regulatory challenges
The fi rst Islamic bank in Germany and 
the eurozone offi  cially established a 
previously unknown business model in 
this region as a solo player. 

In terms of the required banking 
license application, the bank 
cooperated strongly with the German 
regulator BaFin to ensure that it 
complies with all regulatory, legal 
and fi scal requirements applicable for 
conventional banks.

Islamic banking products 
and services in Germany
The product range of Islamic banking in 
Germany today appeals to both private 
and business customers. Considering 
Muslims’ fi nancial requirements for the 
fi rst time, the broad product range of 
an universal bank is being off ered, from 
free current accounts and investment 
opportunities based on profi t-sharing 
and participation schemes, to real estate 
fi nancing, installment credits for larger 
acquisitions and investor fi nancings for 
business fi nancing purposes.

Islamic banking, prioritizing 
unequivocal values over a narrow focus 
on profi ts, is thus already contributing 
to a stable and ethical fi nancial market 
in the eurozone.

How Islamic finance solutions can offer 
alternatives for Germany and the eurozone   
Islamic banking is a worldwide growing business segment – in Muslim and in non-Muslim countries. There are more 
than 500 Islamic fi nancial institutions in more than 70 countries, which administer estimated assets of more than US$2 
trillion. The annual growth rates of more than 15% in Islamic banking clearly outperform the comparison rates of the 
traditional banking sector and the IFSB predicts further growth. AHMET KUDSI ARSLAN writes. 

GERMANY
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In Islam, there is no distinction between 
the principles of the Halal industry and 
Islamic banking and fi nance. However, 
it is known as a value-based economy 
rooted in trust, integrity, safety and 
fairness.

The convergence between the Halal 
industry and Islamic fi nance is seen 
as inevitable. The Halal industry and 
Islamic fi nance are both Shariah-based 
trillion dollar industries. Each sector is 
growing from about 15% to 20% annually 
with massive mainstream potential 
complementing each other.

In Malaysia particularly, even though the 
two industries were introduced more than 
40 years ago and have achieved signifi cant 
success, the utilization of Islamic funding 
by players of the Halal industry is 
relatively small.

If we are going to move toward a Halal 
economy, we have to take a holistic 
approach to the whole cycle, which 
means the whole ecosystem has to be 
Halal compliant from end-to-end, ie from 
production to fi nancing.

The Halal industry has been growing 
rapidly in the world, amounting to an 
approximately US$2.3 trillion niche 
market covering both food and non-
food sectors. The reality on the ground, 
however, suggests that there is a lack of 
an integrated system and mechanism of 
regulation, accreditation, governance, 
coordination and standards on how 
Islamic fi nance can be mobilized to 
support the growing Halal industry.

Currently, the Halal industry is serviced 
by both Islamic and non-Islamic fi nancial 
facilities. With the unique advantage of 
Islamic fi nancial services that off er Shariah 
compliant products, it is imperative for 
the Halal industry to merge with Islamic 

fi nancial services. Hence, both the Halal 
industry and Islamic fi nancial services 
should think of ways to strengthen 
services, improve delivery channels and 
continue the refi nement of regulation, 
accreditation and monitoring.

These features of Islamic fi nance, 
including the avoidance of excessive 
speculation and debt, make it less risky to 
business ventures. And this should make 
it more resilient than their counterparts in 
terms of bank capital requirement and the 
mobilization of deposits.

Another feature of Islamic fi nancing is 
it observes ethical norms as depositors 
are entitled to be informed about what 
the bank does with their money and to 
have a say in where their money should 
be invested. Another diff erent att ribute is 
Islamic banks avoid interest at all levels 
of fi nancial transactions and promote 
risk-sharing between the fi nancier and the 
borrower.

These elements should be the factors that 
benefi t and att ract the Halal businesses. 
Moreover, we need more platforms and 
mechanisms to enable the Halal industry 
and Islamic fi nancial services to be further 
consolidated.

The challenges involved in converging the 
two entities (Halal industry and Islamic 
fi nance) include, among others, the lack 
of awareness of Islamic banking among 
Halal business players and producers and 
the fact that conventional fi nance off erings 
are more att ractive than Islamic fi nance 
off erings.

The low convergence is also due to 
Sukuk issuance not focusing on the Halal 
industry itself. Despite Malaysia being the 
leader in the development of the Halal 
industry and the largest Sukuk issuer, 
60% of funds are allocated to areas not 
related to the Halal industry such as 
infrastructure, utilities, transportation, 
property and real estate businesses.

Aspects of convergence
It is important to take note of the 
following aspects of convergence:

• Education and training should 
be integrated to understand the 
complementary facets of both the 
Halal industry and Islamic fi nancial 
services.

• Laws, regulations and standards that 
apply in the Halal industry and in 
the Islamic fi nance industry are to be 
reviewed, revised and amended to 
harmonize both sectors.

• Cultivating awareness by sensitizing 
the linkages between the Halal 
industry and Islamic fi nancial 
services. This is to be carried out with 
the relevant agencies, the government 
and the private sector, legal bodies 
and all the stakeholders and industry 
players.

• Increasing allocation of Sukuk funds 
to the Halal industry rather than 
mainly to areas not related to the 
Halal industry such as infrastructure, 
utilities, transportation, property and 
real estate businesses.

All in all, huge opportunities exist in 
the provision of funding, whether it is 
for trade fi nancing, working capital, 
raw materials, asset fi nancing or raising 
capital to fund expenditure, and the 
opportunities are not only through Islamic 
banking solutions but also through 
Shariah compliant crowdfunding, venture 
capital fi nancing and private funding.

By completing the ‘Halalness’ of products 
or services, profi t maximization, business 
growth and globalization for both 
industries can be achieved.

Halal financing – a potential global business   
Personally, JAMIL BIDIN believes that ‘Halal economy’ is a term to describe the convergence between the Halal 
industry and Islamic fi nancial services. Today, Halal is big business. The growing Muslim population worldwide, 
combined with the increasing demand for Halal products from non-Muslims, has fueled the rapid development of the 
Halal industry, including food and beverages, ingredients, healthcare and personal care as well as fi nancial services. 
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Indeed, the diversity and the 
characteristics of the Islamic mutual/
hedge funds made them not only an 
interesting product for investors but 
also a key diff erentiator between asset 
managers. This diff erentiation factor 
could be summarized as being the 
capacity of each asset manager to select 
and build the most effi  cient combination 
of target mutual funds/hedge funds, 
both in terms of performance generation 
(such as generating ‘passive’ beta-linked 
performance or active ‘alpha’-linked 
performance) and in terms of risk 
diversifi cation (such as the capacity 
to select the target mutual funds that 
are negatively correlated in stressed 
market conditions and that enable risk 
diversifi cation across products, sectors 
and companies).

However, the selection process of target 
mutual/hedge funds is a sensitive 
exercise as, unlike a single product 
(equities, Sukuk), the target funds are 
already constructed portfolios. Thus, an 
effi  cient selection process is a strategic 
step that requires proper organization 
and resources (such as time, budget, 
skilled resources, independent data 
sources, etc).

The governance of the investment 
process in mutual/hedge funds, from 
a risk management perspective, can be 
summarized as follows:

I. The pre-selection phase
The pre-selection phase, where target 
criteria are defi ned and analysis 
performed on the mutual/hedge funds 
universe, is the starting point of any 

sound investment process. This phase 
enables the shortlisting of all the 
target mutual/hedge funds that could 
be a potential successful investment. 
Generally, the target criteria should at the 
minimum respect the following:

(1) The investment strategy of the 
mutual/hedge fund should be in line 
with the investment strategy of the 
portfolio and with its expected return.

(2) The investment horizon (or residual 
maturity) should be in line with the 
investment horizon of the portfolio.

(3) The liquidity characteristics of the 
mutual/hedge fund should be in 
line with the liquidity profi le of the 
portfolio (eg regulated/non-regulated 
structure, lock-up period, valuation 
frequency, redemption frequency, 
sett lement period, asset types, etc).

(4) The risk profi le of the mutual/hedge 
fund should be aligned with one of 
the portfolios (ie the risk appetite, the 
type of products and assets used, the 
complexity of the strategy versus the 
type of investors, etc).

(5) The impact of the target mutual/
hedge fund’s fee structure on the 
global performance.

II. The initial due diligence 
phase
The outcome of the pre-selection phase is 
a shortlist of target mutual/hedge funds 
that go into the additional governance and 
control process, which is the initial due 
diligence phase.

The initial due diligence phase is the 
review of the governance surrounding 
the management of the mutual/hedge 
funds (in general, performed at the asset 
manager/investment advisor level) and 
should go, at least, through the review of 
the following key points:

(1)  The governance: Ownership and 
organization of the company; size 
of operations provided in the scope 
of portfolio management services; 
assets under management (AuM) for 
the last period; breakdown of AuM 
by type of fund and fund domicile; 
experience on diff erent types of 
assets including real asset investment 
funds such as private equity, real 
estate, infrastructure; any pending 
litigation/regulatory action against 
the company; etc.

(2)  The risk management framework: 
Maintenance by the company of a 
risk management system including 
operational, legal, reputation and 
business risks; detailed organizational 
charts concerning the department 
in charge of the operational risk 
management; statistics related to 
recurrent operational incidents that 
occurred during the last period; etc.

(3)  The portfolio management process: 
The list of products/instruments the 
asset manager is able to manage 
including other clients’ funds; the 
past performance of funds similar to 
the target funds; the list of the key 
procedures; the existence of standard 
processes regarding the portfolio 
management, ie the selection and 
validation of investments as well as 

An efficient 
selection 

process is a strategic 
step that requires 
proper organization 
and resources

Islamic hedge funds: Shifting from a 
standardized to a tailor-made selection and 
monitoring process   
During the last decade, the use of Shariah compliant mutual funds, including Islamic hedge funds in the portfolio 
allocation, has become one of the key investment techniques that is systematically used by asset managers to achieve 
the performance marketed to their investors. ABDELLALI KHOKHA delves further. 
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ongoing monitoring; the details on 
the process in place to ensure the ‘best 
execution’ and ‘cash management’, 
the level of controls on the investment 
decisions taken; the description of 
the pre-trade/post-trade investment 
compliance controls; the escalation 
process in case of problems identifi ed 
that could impact the performance of 
the funds; the list of KPIs and KRIs 
used for monitoring; the existence of 
reporting to investors; etc.

III. The ongoing due diligence 
phase
Once the investment in the mutual/
hedge funds has been performed, it is 
key to continuously monitor both the 
performance and the risk profi le of the 
target investments, especially in the 
context where a look-through of the 
underlying holdings is not possible.

In terms of best practice, the monitoring 
should focus on the following:

• Monitoring the performance 
deviation of the target fund from 
the defi ned benchmark or from its 
initially expected performance (using 
metrics as tracking error, the Sharpe 
ratio, the Treynor ration and all the 
risk adjusted return ratios).

• Analyzing the key documents related 
to the mutual/hedge funds, and 
especially the fi nancial statements 
(including the auditors’ opinion), 
which are oft en an important source 
of information on existing issues.

• Analyzing and challenging the 
KPIs and KRIs received from the 
asset managers and benchmarking 
them with market information and 
available information.

• Based on the results of the 
aforementioned analysis, defi ning 
the deviation in the risk profi le of the 
target fund compared with the initial 
investment period.

Finally, the mutual funds with their 
advantages (such as access to diversifi ed 
portfolios and to top asset managers with 
limited fees) is a growing segment where 
the governance and the monitoring 
frameworks should be constructed to take 
into account the characteristics of those 
products.

Continued

Morocco is at the forefront when it comes to making progress in the Islamic finance space among the Maghreb nations, as reflected by the 

government’s commitment to introducing a dedicated Islamic banking sector in the country. In addition to the keen interest shown by 

foreign financial institutions to penetrate the market, conventional banks are already allowed to operate Shariah compliant windows.

As Islamic finance continues to establish footprints in new exciting markets, the first-ever IFN Morocco Forum in Casablanca will allow 

market players to get a better depth and understanding of this fresh market, and strategize ways to tap into the increasing awareness of 

Shariah compliant finance and investments in the country. With Islamic financial markets growing and developing all around the globe, 

Morocco is targeted to be the next emerging market due to an increasing demand for project and infrastructure financing.
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Bangladesh Bank issues BGIIB
BANGLADESH: The central bank of 
Bangladesh, Bangladesh Bank, has issued 
the three-month and six-month 
Bangladesh Government Islami 
Investment Bond (BGIIB). According to a 
press release, the three-month issuance 
received a total of two bids amounting to 
BDT2.15 billion (US$26.53 million). The 
six-month issuance received a total of 
eight bids worth BDT3.51 billion 
(US$43.32 million). The profi t-sharing 
ratio of the accepted bids was 90:10.

UEM Edgenta to issue Sukuk
MALAYSIA: UEM Edgenta has signed 
an agreement for the issuance of a RM1 
billion (US$226.37 million) Sukuk 
program, according to a press release. 
The facility, split between Islamic 
commercial papers and Islamic medium-
term notes, has been assigned 
preliminary ratings of ‘MARC-1IS/AA-IS’ 
by Malaysian Rating Corporation with a 
stable outlook. The proceeds will be used 
to rebalance UEM Edgenta’s capital and 
the company’s expansion. HSBC Amanah 
Malaysia and Maybank Investment Bank 
are the joint lead arrangers and joint lead 
managers, while CIMB Investment Bank 
is also a joint lead manager.

Saudi mulls structure changes 
to Sukuk 
SAUDI ARABIA: Saudi Arabia is 
mulling the possibility of changing the 
structure of its planned debut 
international Sukuk worth US$10 billion, 
according to Reuters quoting unnamed 
sources. The sovereign issuance was 
planned as a hybrid structure, consisting 
of a Mudarabah agreement and a 
Murabahah facility, but the government 
is said to be in discussions regarding 
potential changes to the structure to 
make the issuance less complex and 
easily tradable.

Saudi Aramco sets final 
pricing for Sukuk
SAUDI ARABIA: Saudi Aramco has 
announced the fi nal pricing for its Sukuk, 
according to Bloomberg quoting sources 
with knowledge of the deal. The oil 
company is selling the Sukuk at 25bps 
over the country’s interbank off ered rate. 
Saudi Aramco is aiming to raise about 
US$2 billion through the issuance, which 
comes under the company’s SAR37.5 
billion (US$10 billion) Sukuk program.

The sources added that Alinma 
Investment Co, GIB Capital, HSBC 
Holdings, NCB Capital, Riyad Capital, 
Samba Capital and Saudi Fransi Capital 
are arranging the hybrid riyal Islamic 
bond.

SABB announces Sukuk plans
SAUDI ARABIA: Saudi British Bank 
(SABB) has announced in a bourse fi ling 
that it will establish a Sukuk program 
worth US$2 billion through an off shore 
SPV. Aiming to strengthen its capital 
base and support the bank’s Shariah 
compliant activities and products, the 
program will be established in the second 
quarter of 2017. The fi rst issuance under 
the program will take place within a 
year of the date of its establishment aft er 
obtaining all the necessary approvals 
from the relevant authorities.

According to a separate bourse fi ling, 
SABB also intends to issue subordinated 
domestic Sukuk worth a total amount not 
exceeding SAR1.5 billion (US$399.85 
million) via a private placement. The 
debt, targeted to aid the bank in 
fortifying its capital base, regulatory 
capital and Shariah compliant activities, 
is also to be issued in the second quarter 
of 2017.

Brunei issues 143rd short-
term Sukuk Ijarah
BRUNEI: Autoriti Monetari Brunei 
Darussalam has, on behalf of the 
government of Brunei, issued its 143rd 
series of short-term Sukuk Ijarah for 
the total amount of BN$100 million 
(US$70.97 million), according to a 
statement. The 182-day facility was 
priced at 0.69% and will mature on the 
21st September 2017.

With this issuance, the Bruneian 
government has thus issued over 
BN$10.73 billion (US$7.62 billion)-worth 
of short-term Sukuk Ijarah securities 
since the maiden off ering on the 6th April 
2006, and the total holdings of Sukuk 
outstanding of the Bruneian government 
until the 23rd March 2017 stood at 
BN$393.2 million (US$279.06 million).

NASDAQ Dubai breaks Sukuk 
value record
GLOBAL: NASDAQ Dubai has 
announced in a statement that the 
government of Indonesia has listed two 
Sukuk amounting to a combined value 
of US$3 billion. The listings raised the 
total nominal value of all Sukuk listed 

on the stock exchange to US$52.06 
billion, exceeding US$50 billion for the 
fi rst time.

IILM to auction US$850 
million Sukuk
MALAYSIA: The International Islamic 
Liquidity Management Corporation will 
auction a short-term US$850 million 
Sukuk facility with a tenor of three 
months on the 5th April, according to an 
offi  cial announcement. The auction of the 
trust certifi cates, which will mature on 
the 19th July 2017, will be conducted in 
Bank Negara Malaysia’s Fully Automated 
System for Issuing/Tendering.

Alizz Islamic to issue Sukuk
OMAN: Alizz Islamic Bank has approved 
the renewal of the bank’s authorized 
capital of OMR200 million (US$517.67 
million) during its annual general 
meeting and extraordinary general 
meeting held on the 28th March, 
according to a bourse fi ling. The issuance 
of additional Tier 1 capital in the form of 
Sukuk to raise up to OMR30 million 
(US$77.65 million) through a private 
placement was also approved, subject to 
regulatory approvals.

SIB’s board approves Sukuk 
issuance
UAE: Sharjah Islamic Bank (SIB)’s board 
has granted approval for the issuance of 
AED266.8 million (US$72.62 million)-
worth of convertible Sukuk, according to 
a press release.

DSI breaks covenant on Sukuk
UAE: Drake & Scull International (DSI), 
a construction company, has announced 
that it has breached a covenant on a 
syndicated Sukuk facility and other 
bank loan facilities aft er recording a 
loss for 2016. According to Reuters 
quoting unnamed sources, DSI is in 
talks with the banks involved to look for 
solutions. The debt facilities are overdue 
on principal and interest payments and 
are technically payable on demand. The 
banks have not claimed the overdue 
payments and are unlikely to do so until 
new agreements are reached involving 
refi nancing solutions or a renegotiation 
of the existing debt.

In 2014, DSI issued a US$120 million 
fi ve-year Sukuk facility with Al Hilal 
Bank, Emirates NBD, Mashreq Bank and 
Noor Bank as the joint lead managers. 
That issuance was never traded and was 
only held by banks.
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Indonesia issues Sukuk
INDONESIA: The Indonesian 
government announced on the Ministry 
of Finance’s website that it has conducted 
a sovereign Sukuk auction on the 4th 
April 2017 with an indicative target of 
IDR6 trillion (US$446.4 million). The 
Sukuk auctioned are the SPN-S and PBS 
(project-based Sukuk) series (PBS013, 
PBS014, PBS011, PBS012 and SPN-S 
05102017). Proceeds from the issuance 
will be used to fi nance the 2017 State 
Budget.

STSSB’s ICP oversubscribed
MALAYSIA: Sunway Treasury Sukuk 
(STSSB)’s 197th Islamic commercial paper 
(ICP) worth RM100 million (US$22.58 
million) was oversubscribed by RM150 
million (US$33.88 million), according 
to the tender results on Bank Negara 
Malaysia’s website. The ICP has an 
average yield of 3.8 and received a total 
of nine bids. The issuance, maturing on 
the 3rd May 2017,  is rated ‘MARC-1IS’.

Separately, STSSB will be issuing its 199th 
ICP on the 6th April. The issuance, 
maturing on the 8th May 2017, is worth 
RM150 million (US$33.87 million) and is 
rated ‘MARC-1IS’.

MAR’s Sukuk approved
QATAR: The shareholders of Masraf Al 
Rayan (MAR) has granted approval for 
the issuance of Sukuk worth up to US$2 
billion to meet the bank’s liquidity needs, 
according to Reuters.

Ezdan issues Sukuk
OMAN: Ezdan Holding has issued the 
second phase of its US$2 billion Sukuk 
program with a fi ve-year Reg S Sukuk 
facility worth US$500 million. According 
to a bourse fi ling, the Sukuk facility was 
issued at par with a profi t rate of 4.88%, 
representing a spread of 295bps over 
fi ve-year midswaps.

Turkey to issue Sukuk
TURKEY: The Turkish Treasury plans to 
auction a two-year lease certifi cate on the 
20th June 2017, according to its domestic 
borrowing strategy as viewed by IFN. 
No size has been set for the upcoming 
issuance which will mature on the 19th 
June 2019. The treasury is also due to 
redeem TRY1 billion (US$274.51 million)-
worth of Sukuk in June.

Separately, Turkey has issued a six-year 
Sukuk facility amounting to US$1.25 
billion. It is Turkey’s fi ft h such issuance 
since it tapped the global Sukuk market 
for the fi rst time in 2012. The Islamic 
paper, which att racted more than US$3.7 
billion, increased Turkey’s outstanding 
dollar Sukuk to US$6 billion.

TAQA mulls Sukuk
UAE: Abu Dhabi National Energy 
Company (TAQA) has expressed its 
interest in tapping the capital markets 
through Sukuk among other funding 
options, according to Reuters quoting the 
company’s spokesperson. The eff ort is 
aimed at acquiring funding to cover debt 
maturities due in October 2017 and 
January 2018. TAQA targets to increase 
its capital expenditure from AED1.1 
billion (US$299.41 million) in 2016 to 
AED1.8 billion (US$489.95 million) in 
2017.

QIIB’s Sukuk approved
QATAR: The shareholders of Qatar 
International Islamic Bank (QIIB) have 
approved the extension of approval 
given in 2013 for the establishment of a 
Sukuk program worth up to US$2 billion, 
QIIB confi rmed with IFN. Approval 
has also been given for the issuance 
of an additional Tier 1 Sukuk facility 
non-convertible into ordinary shares of 
up to QAR3 billion (US$823.32 million) 
for a term of three years. The bank’s 
previous US$700 million Sukuk issue 

will be maturing in October 2017 and the 
bank plans to either replace it with the 
same amount or less, depending on the 
requirements for funds. The Tier 1 Sukuk 
facility is related to owners’ equity, while 
the other issuance is part of fi nancing 
Sukuk for fi ve years.

The bank is planning to expand its 
network to a total of 24 branches by the 
end of 2017, including a branch in 
Morocco which will begin operations 
soon. QIIB’s board of directors also 
approved the distribution of a cash 
dividend of QAR4 (US$1.1) per share, 
which represents 40% of its capital.

IDB picks banks for Sukuk
GLOBAL: The IDB has appointed eight 
banks for its upcoming Sukuk sale, 
according to Reuters citing a document 
by one of the lead banks. The banks that 
will be the joint lead managers and 
bookrunners for the fi xed-rate 
benchmark issuance are Boubyan Bank, 
Emirates NBD Capital, GIB Capital, 
Goldman Sachs International, HSBC, 
Maybank, Natixis and Standard 
Chartered Bank. The Sukuk will be 
priced and issued in the near future, 
depending on market conditions.

Dar Al Arkan to launch Sukuk 
SAUDI ARABIA: Dar Al Arkan has 
announced its plans to launch a 
benchmark-sized US dollar Sukuk on the 
week of the 3rd April, which would mark 
the fi rst international debt issuance of the 
year by a Saudi corporate, Reuters 
reported. The issuance will take place 
despite certain limits on the company’s 
ability to raise debt. Proceeds from the 
sale will be used partly to refi nance 
existing debt which is the reason Dar Al 
Arkan can issue the Sukuk despite the 
fact it would technically be breaching a 
borrowing limit.

DEAL TRACKER Full Deal Tracker on page 36

EXPECTED DATE COMPANY'S NAME SIZE STRUCTURE ANNOUNCEMENT  DATE

April 2017 Dar Al Arkan US$500 million Sukuk 4th April 2017

TBA Qatar International Islamic 
Bank

Up to US$3 billion Non-convertible 
Tier 1 Sukuk

4th April 2017

TBA Qatar International Islamic 
Bank

Up to US$2 billion Sukuk 4th April 2017

Jun-17 Turkish Treasury TBA Lease certifi cate 3rd April 2017

TBA Masraf Al Rayan Up to US$2 billion Sukuk 3rd April 2017
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SECP approves Orient Rental 
Modaraba 
PAKISTAN: The Securities and 
Exchange Commission of Pakistan 
(SECP) has authorized Eman 
Management to fl oat Orient Rental 
Modaraba, according to a press release. 
The new product, which has a capital of 
PKR500 million (US$4.72 million), will 
engage in providing rental equipment 
solutions, operations and maintenance 
services to its customers on an Ijarah 
basis. The equipment selected for rental 
will include a fl eet of power generation 
equipment, commercial vehicles, material 
handling equipment and construction 
machinery. This is the second successive 
authorization by the SECP in the current 
month to fl oat a Modaraba, which shows 
the growing interest of prospective 
investors in Islamic fi nance especially in 
the Modaraba sector.

New BSP governor by end of 
April
PHILIPPINES: The government of 
Philippines is aiming to announce the 
next governor of Bangko Sentral Ng 
Pilipinas (BSP), the country’s central 
bank, in three or four weeks’ time 
following the impending departure of 

Amando Tetangco in July 2017 aft er 
having completed the maximum allowed 
two terms. According to Reuters quoting 
Finance Secretary Carlos Dominguez, 
potential names that have been fl oated 
include current deputy governors Diwa 
Guinigundo and Nestor Espenilla, and 
former trade secretary and monetary 
board member Peter Favila. Interviews 
are in progress, Dominguez said, and the 
appointment will be made by the 
president of the Philippines, Rodrigo 
Duterte. Dominguez also added that the 
country is considering issuing Sukuk, but 
only aft er existing legislation has been 
tweaked.

ZTB to offer Islamic banking
PAKISTAN: The president of Zarai 
Tarqiatie Bank (ZTB), Syed Talat 
Mahmood, has announced that the bank 
is in plans to off er Islamic banking and 
fi nance services and facilities, according 
to the Associated Press of Pakistan.

Bank Islam to raise financing 
for CMC Group
MALAYSIA: Bank Islam Malaysia has 
announced in a statement that it will sign 
a RM12 million (US$2.71 million) 
restricted investment account transaction 
via the Investment Account Platform 
(IAP) for CMC Group. The fi nancing will 
be utilized to part-fi nance CMC’s 

telecommunication integration contract 
for the Ho Chi Minh City Urban Railway 
System Project in Vietnam.

1MDB now debt-free
MALAYSIA: The Ministry of Finance 
has announced that the 1Malaysia 
Development (1MDB) fund is now 
debt-free, as it has repaid all its bank 
loans amounting to almost RM4 billion 
(US$904.55 million), the New Straits 
Times reported. According to the 
ministry, the debts, including a standby 
credit facility from the federal 
government, were paid in 2015 and 
2016.

Government to buy additional 
shares of MIB
MALDIVES: The government of the 
Maldives has agreed to buy an additional 
10% of shares of the Maldives Islamic 
Bank (MIB), according to IFN’s Maldives 
correspondent, Dr Aishath Muneeza.

BIM launches new co-
branding campaign
MALAYSIA: Bank Islam Malaysia (BIM) 
has launched a co-branding eff ort with 
Selangor Football Association and Visa, 
targeting an increase of 50,000 debit 
cardholders, according to a press 
release.

AFRICAS
Nine banks eye operations in 
Kenya
KENYA: Nine banks from diff erent 
countries are seeking approval to start 
operating in Nairobi aft er the Central 
Bank of Kenya lift ed a freeze on the 
licensing of new lenders, Daily Nation 
reported. JPMorgan Chase has expressed 
interest in sett ing up a representative 
offi  ce in Nairobi while Qatar National 
Bank (QNB) has been advertising its 
fi nancial results in local newspapers for 
the third year in a row. QNB also 
expressed interest in arranging a Sukuk 
facility for Kenya. The central bank in 
early March lift ed the moratorium it had 
imposed on the licensing of new fi nancial 

institutions since November 2015 
following the collapse of Imperial Bank 
and Dubai Bank under the weight of 
banking malpractices.

Kenya gears up for Sukuk 
issuance
KENYA: The Kenyan Treasury is 
planning to amend its regulations to 
facilitate Sukuk issuance by this year, 
according to Business Daily Africa 
quoting the country’s treasury secretary, 
Henry Rotich. The changes will see the 
Public Finance Management Act 
amended to aid Sukuk issuance which is 
expected to serve as an alternative source 
of fi nancing for development projects; 
amendments to the tax statutes to 
provide for the equivalent tax treatment 

of Islamic fi nancial products with 
conventional fi nancial products; and new 
legislation to facilitate the development 
of Takaful retirement benefi t schemes in 
the country.

Sterling Bank receives ICD 
grant
NIGERIA: The Islamic Corporation for 
the Development of the Private Sector 
(ICD) has granted a US$15 million facility 
to Sterling Bank’s non-interest banking 
unit, the Daily Trust reported. This is in 
recognition of the fi nancial institution’s 
contribution to the growth of Islamic 
banking in Nigeria and Africa as well as 
its capacity to use non-interest banking 
contracts to structure transactions.

AMERICAS
Trustbank chooses iMAL
SURINAME: Trustbank, which is in 
the midst of converting into a fully-

fl edged Islamic bank, has signed a new 
licensing deal with Path Solutions, a 
Kuwait-based Islamic soft ware vendor, 
to implement the iMAL Islamic Banking 
& Investment System as its new core 

banking platform, according to a press 
release.

This is the vendor’s fi rst Islamic core 
banking soft ware deal in the Americas.
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MIDDLE EAST
Masraf Al Rayan to elect 
board members
QATAR: Masraf Al Rayan will be 
conducting an election to fi ll seven seats in 
its board of directors for a three-year term, 
according to an announcement on its 
website. The election is slated to take place 
during the regular general assembly 
meeting on the 2nd April 2017, or on the 9th 
April 2017 in case there is a lack of 
quorum during the fi rst meeting.

Al Khodari renews Islamic 
credit facilites
SAUDI ARABIA: Abdullah AM 
Al-Khodari Sons Company has 
announced in a fi ling to Tadawul that it 
has renewed the Islamic credit facilities 
agreement with Gulf International Bank 
(GIB) on the 28th March in the amount of 
SAR252 million (US$67.18 million). The 
credit facilities, secured by a promissory 
note and the assignment of the contract 
proceeds of the fi nanced projects, are to 
provide bonding commitments and fund 

the working capital and capex 
requirements of the projects. 
Approximately 60% of the facilities are 
funded under Murabahah modes of 
fi nancing and documentary credits, 
whereas 40% are for multipurpose 
bonds.

Egypt’s Islamic banking assets 
grow
EGYPT: Islamic banking assets in Egypt 
have reached EGP52 billion (US$2.85 
billion) in 2016, representing a 34% 
growth compared with 2015, Almal 
News reported quoting the chairman of 
the Egyptian Islamic Finance Association, 
Dr Mohamed El-Beltagy. Egypt’s Islamic 
banking amounted to EGP205 billion 
(US$11.23 billion) accounting for a 5.2% 
market share of the local banking market 
which is worth EGP3.9 trillion 
(US$213.82 billion).

Citigroup applies for capital 
market license
SAUDI ARABIA: Citigroup, the 
operator of Citibank, has applied for 

a license to conduct business in the 
Kingdom’s capital market, according to 
Reuters quoting sources familiar with 
the matt er. The application, which was 
made to the Capital Market Authority, 
marks Citigroup’s potential return to the 
country aft er nearly 13 years. 

If the application is approved, the group 
could also seek Saudi Arabian Monetary 
Authority’s permission for a full bank 
branch license and follow in the footsteps 
of other banks such as JPMorgan and 
Deutsche Bank.

AUB approves 18% cash 
dividend
BAHRAIN: The board of directors of 
Ahli United Bank (AUB) has announced 
in a statement that the bank’s 
shareholders have approved the 
distribution of an 18% cash dividend, 
equivalent to 4.5 US cents per share and 
totaling US$309.1 million, and a 10% 
bonus share issue, equivalent to 10 shares 
for every 100 ordinary shares held. AUB 
off ers Islamic banking services.

EUROPE
Rasmala and KAMCO acquire 
land in Scotland
UK: Rasmala has partnered with 
KAMCO to acquire an area of over one 
million square feet in Scotland for GBP61 
million (US$76.52 million), according to a 
press release. The transaction was 
fi nanced through a combination of equity 
and debt under a Shariah compliant 
structure, with the debt covering 60% of 
the purchase price. The investment is 
expected to yield an annual cash 

dividend of 6.5% per year, with an 
expected internal rate of return of 7% 
upon exit. The land has been let entirely 
to Amazon UK Services.

Al Rayan launches fees-
assisted HPPs
UK: Al Rayan Bank has launched its 
Shariah compliant fees-assisted Home 
Purchase Plans (HPPs). The new plans 
will assist customers by waiving or 
contributing toward some of the upfront 
fees normally associated with refi nancing 
home fi nance from one provider to 

another. According a press release, the 
bank will waive the GBP399 (US$500.32) 
HPP administration fee and will pay 
valuation up to a maximum of GBP600 
(US$752.36). The bank will also pay a 
cashback of GBP300 (US$376.18) to the 
customer upon the fi rst monthly 
payment. Until the 30th June 2019, the 
fi xed rental rate is 2.59% with a 
discounted variable rental rate of 2.79% 
for 60% fi nance to value; 2.69% and a 
discounted variable rental rate of 2.89% 
for 70% fi nance to value; and 2.89% and a 
discounted variable rental rate of 3.09% 
for 80% fi nance to value.

Meezan and 1LINK launch 
debit cards
PAKISTAN: Meezan Bank has partnered 
with 1LINK, an interbank payment 

network service provider, to issue 
PayPak branded debit cards. According 
to a press release, the domestic payment 
scheme will enhance accessibility to 
ATMs and point-of-sale terminals and 

will boost the usage of plastic money in 
the country. The Islamic debit card is 
targeted to provide cost-eff ective 
payment solutions to the underserved 
and unbanked population of Pakistan.

GLOBAL
CIC signs MoU with INCEIF
GLOBAL: Coast International College 
(CIC) has signed an MoU with 
International Center for Education in 
Islamic Finance (INCEIF) to off er courses 
in Islamic fi nance. According to an 
offi  cial statement, the partnership will 

focus on developing a diploma training 
program, off ering executive courses for 
practitioners in Islamic banking and 
Takaful, as well as paving the way for 
hosting Islamic fi nance conferences in 
Africa to advance knowledge and further 
develop the global Islamic fi nance 
industry.

Islami Bank inks deal with 
Wasel Exchange
GLOBAL: Bangladesh’s Islami Bank has 
signed an agreement with Oman’s Wasel 
Exchange to facilitate Oman-based 
Bangladeshi expatriates’ remitt ance 
transactions through banking channels, 
according to Last News.
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MANAGEMENT
Pacific Mutual launches new 
fund
MALAYSIA: Pacifi c Mutual, an asset 
management company off ering Shariah 
compliant solutions, has launched the 
Pacifi c Dynamic Global Islamic Fund, 
according to a press release. The facility 
aims to provide capital growth and 
income in the medium to long term. 
The asset manager will be investing in 
a global portfolio of Shariah compliant 
equities, Sukuk and Islamic money 

market instruments, including Shariah 
compliant exchange-traded funds and 
Shariah compliant collective investment 
schemes. The fund’s initial off er price is 
at 50 Malaysian sen (11.33 US cents) per 
unit during the initial off er period from 
the 28th March to the 17th April.

FI and NCBC launch new fund
UAE: Fidelity International (FI) has 
partnered with NCB Capital (NCBC), the 
investment arm of Saudi Arabia’s 
National Commercial Bank, to launch a 
real estate vehicle, Reuters reported. The 
facility has a capital size of US$300 
million and will invest across Germany, 
France, Benelux and the UK. It will 

provide US$150 million of equity which 
can be increased to invest up to US$300 
million in total. The asset manager will 
focus on investments of between US$20 
million and US$60 million in the offi  ce, 
logistics and retail sectors.

IIFM and ISDA publish credit 
support deed
BAHRAIN: The International Islamic 
Financial Market (IIFM) and the 
International Swaps and Derivatives 
Association (ISDA) have published a new 
credit support deed for Islamic hedging 
transactions in line with the global margin 
requirements for non-cleared trades. 
According to a press release, the ISDA/
IIFM Credit Support Deed for Cash 
Collateral supervises the exchange of 
collateral for hedging transactions under 
the ISDA/IIFM Hedging Master 
Agreement. The deed is aimed to act as a 
standard to manage risks arising from 
currency and rate-of-return mismatches.

FGB and NBAD officially 
merged
UAE: First Gulf Bank (FGB) and National 
Bank of Abu Dhabi (NBAD) have 
offi  cially merged and the combined bank 
has begun trading on the Abu Dhabi 
Securities Exchange under the symbol 
‘NBAD’. According to a press release, the 
new entity is named First Abu Dhabi 
Bank and is the UAE’s largest bank and 
one of the largest in the MENA region 
with total assets worth up to AED670 
billion (US$182.37 billion).

Ithmaar approves additional 
listing
BAHRAIN: Ithmaar’s shareholders have 
approved a proposal to list the Islamic 
bank on additional stock exchanges in 
the region during its annual general 
meeting, according to a statement.

Separately, Ithmaar has recorded a net 
profi t of US$13.8 million for 2016, 
compared with a US$46.4 million net loss 

for 2015. Net profi t att ributable to equity 
holders was US$3.28 million in 2016, 
compared with a net loss of US$60.8 
million in the previous year.

No dividend for UGB 
shareholders
BAHRAIN: United Gulf Bank (UGB), 
which off ers Islamic investment banking 
services, has announced in a statement 
that the bank’s shareholders have 
approved a recommendation by the 
board of directors not to pay any 
dividend for the year 2016. Last month, 
UGB announced a net profi t att ributable 
to shareholders of parent of US$6.3 
million or 0.77 US cents per share for the 
year ended the 31st December 2016. 
Shareholders also reelected the board 
members for another three-year term.

DFM records 100% 
compliance in disclosures
UAE: Dubai Financial Market (DFM) 
today announced in a press release that 
its 48 UAE listed companies have 
achieved a 100% compliance to disclose 
their annual results for 2016 within the 
deadline of three months from the end of 
the fi nancial year.

BisB signs MoU with Flat 6 
Labs Bahrain
BAHRAIN: Bahrain Islamic Bank (BisB) 
has signed an MoU with Flat 6 Labs 
Bahrain, a start-up accelerator program 
in the Kingdom, according to a press 
release. The MoU aims to introduce 
accelerator programs to att ract start-ups 
with a focus on innovation in the 
fi nancial sector. The partnership will be 
supporting BisB’s entrepreneurship and 
innovation programs by connecting them 

to venture capitalists, angel investors and 
mentors.

KFH launches foreign 
currencies ATM
KUWAIT: Kuwait Finance House (KFH) 
has collaborated with K-Net to establish 
a foreign currencies ATM machine at its 
airport branch, according to a press 
release. The ATM allows customers to 
withdraw up to four diff erent currencies; 
the US dollar, euro, dirham and riyal 
with a maximum limit of US$/EUR1,000 
or AED/SAR5,000 for any single 
withdrawal transaction. The ATM will be 
available 24 hours a day.

ADIB approves 24.52% cash 
dividend
UAE: Abu Dhabi Islamic Bank (ADIB)’s 
shareholders have approved the 
distribution of a 24.52% cash dividend 
for the year 2016, according to a press 
release. It represents AED780 million 
(US$212.31 million) or 39.8% of the 
full-year net profi t for 2016 which 
amounted to AED1.95 billion (US$530.78 
million).

MAR, BB and IBQ merger to 
take six months
QATAR: The merger of Masraf Al 
Rayan (MAR), Barwa Bank (BB) and the 
International Bank of Qatar (IBQ) will 
take six months to complete, according 
to MAR’s chairman, Hussain Ali al-
Abdulla, reported Reuters.

Once the merger is completed, the new 
bank, which will be Shariah compliant, 
would have assets worth more than 
QAR160 billion (US$43.9 billion).

Receive all the latest news via the 

No.1 Islamic fi nance based feed
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RATINGS
Musteq Hydro’s Sukuk 
reaffirmed
MALAYSIA: RAM has announced in a 
press release that it has reaffi  rmed the 
enhanced ‘AAA(bg)/Stable’ rating on 
Musteq Hydro’s RM80 million (US$18.12 
million) bank-guaranteed Sukuk 
Musharakah (2012/2022). The rating is 
att ributable to the unconditional and 
irrevocable bank guarantee by Maybank 
Islamic. This in turn improves the credit 
profi le of the Sukuk beyond Musteq’s 
stand-alone credit strength.

EKVESB’s Sukuk rating 
reaffirmed
MALAYSIA: RAM has reaffi  rmed 
its ‘AAA(bg)/Stable’ rating on East 
Klang Valley Expressway (EKVESB)’s 
guaranteed Sukuk Murabahah of up 
to RM1 billion (US$225.84 million) in 
nominal value. 

According to a press release, the rating is 
att ributed to the irrevocable and 
unconditional guarantees extended by 
Maybank Islamic and Bank 
Pembangunan Malaysia.

Quill’s Sukuk Murabahah 
rated
MALAYSIA: RAM has assigned fi nal 
ratings to Quill Retail Malls’s RM200 
million (US$45.31 million) Class A (‘AA1/
Stable’), RM70 million (US$15.86 million) 
Class B (‘AA3/Stable’), RM50 million 

(US$11.33 million) Class C (‘A2/Stable’) 
and RM30 million (US$6.8 million) Class 
D Sukuk Murabahah (‘A3/Stable’). 

According to a press release, the issues 
are part of Quill’s plan to partly refi nance 
the outstanding RM420 million (US$95.15 
million) medium-term notes issued 
under its RM850 million (US$192.57 
million) commercial paper/medium-term 
note program, launched in 2013.

MISC’s IMTN program 
affirmed at ‘AAAIS’
MALAYSIA: MARC in a statement has 
affi  rmed the ‘AAAIS’ rating on MISC’s 
RM2.5 billion (US$565.35 million) Islamic 
medium-term note (IMTN) program with 
a stable outlook. 

The affi  rmed rating refl ects a three-notch 
rating uplift  from its stand-alone rating 
based on MARC’s assessment of 
signifi cant operational and fi nancial 
integration with parent PETRONAS 
(‘AAA/Stable’). MISC’s role as a key 
provider of shipping services for 
PETRONAS’s liquefi ed natural gas 
shipping segment underscores the 
relationship between parent and 
subsidiary. However, MISC’s business 
profi le remains susceptible to the 
vagaries of the oil and gas sector.

Moody’s reassesses ratings on 
NBAD and FGB
UAE: Moody’s has affi  rmed the ‘Aa3/P-1’ 
long and short-term foreign and local 
currency deposit and debt ratings on 

National Bank of Abu Dhabi (NBAD); 
and has upgraded the long-term local 
and foreign currency deposit and foreign 
currency debt ratings on First Gulf Bank 
(FGB) from ‘A2’ to ‘Aa3’. 

The rating agency also affi  rmed FGB’s 
short-term local and foreign currency 
deposit rating at ‘P-1’. NBAD’s long-term 
deposit and debt ratings remained 
negative; whereas FGB’s long-term 
deposit and debt ratings have been 
changed to negative from positive in line 
with the outlook for NBAD. Subsequent 
to the action, Moody’s will also be 
withdrawing FGB’s ratings. According to 
a press release, the ratings follow the 
offi  cial merger of both banks on the 30th 
March 2017.

MHB’s Sukuk Murabahah 
affirmed at ‘AA-IS’
MALAYSIA: MARC in a statement has 
affi  rmed the ‘AA-IS’ rating on Malaysia 
Marine and Heavy Engineering Holdings 
(MHB)’s RM1 billion (US$226.14 million) 
Sukuk Murabahah program with a 
negative outlook. MHB’s affi  rmed rating 
incorporates a one-notch rating uplift , 
premised on its status as a member of 
the PETRONAS Group (‘AAA/Stable’), 
which remains the company’s main 
source of contracts. 

The continued negative outlook refl ects 
MHB’s weakening profi tability metrics 
due to higher impairment charges and 
lower contributions from its key heavy 
engineering unit arising from reduced 
contract fl ows.

TAKAFUL
Malath’s insurance license 
renewed
SAUDI ARABIA: Malath Cooperative 
Insurance and Reinsurance Company has 
announced in a bourse fi ling that its 
license with the Council of Cooperative 

Health Insurance has been renewed for a 
period of one year, valid until March 
2018.

New insurance instructions in 
Saudi
SAUDI ARABIA: Following a circular 
from the Saudi Arabian Monetary 

Authority, Saudi Arabian insurance 
companies will have to provide a 
no-claim policyholder with a discount 
when pricing individual mandatory 
motor insurance policies. The discount is 
calculated based on the number of years 
a policyholder has not made a claim. The 
measure will be applied starting from the 
1st April.

RESULTS
Bank Sohar’s cash and stocks 
dividend approved
OMAN: Bank Sohar, which operates 
Sohar Islamic, announced in a statement 
that its shareholders have approved the 
distribution of a cash dividend to 
shareholders at the rate of 5% of the 

capital, which represents fi ve baizas 
(1.29 US cents) per share and the 
distribution of a share dividend at the 
rate of 10% of the capital (10 shares for 
each 100 shares).

Pak-Qatar Takaful
PAKISTAN: Pak-Qatar Takaful has 
recorded a net profi t aft er tax of PKR123 

million (US$1.16 million) in 2016, 
according to a press release. The 
company’s Takaful funds also recorded 
an aggregate net surplus of PKR196 
million (US$1.85 million). The insurer’s 
total assets have crossed PRK17 billion 
(US$160.65 million) and assets under 
management are more than PKR16 
billion (US$151.20 million).
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United Bank
PAKISTAN: The board of directors of 
United Bank, which has an Islamic 
banking division, has appointed Sima 
Kamil as its new president and CEO 
with eff ect from the 1st June 2017, 
according to a statement. She will replace 
Wajahat Husain who did not seek an 
extension of his contract due to personal 
reasons. Sima is currently serving as 
UBL’s deputy CEO.

Bahrain Islamic Bank
BAHRAIN: Bahrain Islamic Bank has 
announced in a press release that Osama 
Ali Nasr has been promoted as the 
assistant general manager and head of 
information technology. In his new 
position, Osama will be in charge of the 
development of the bank’s Information 
Technology Department to cope with the 
requirements of the digitization 
processes of the bank and to leverage 
technology to support business to 
achieve the desired objectives.

Maybank 
INDONESIA: Following the retirement 
of Megat Zaharuddin Megat Mohd 
Nor that was announced in a fi ling to 
Bursa Malaysia, Maybank Indonesia 
has appointed Abdul Farid Alias as its 
new president commissioner (similar 
to a chairman’s position), according to 
Reuters. Prior to his appointment, Abdul 
Farid was Maybank group president and 

CEO. Reuters also reported that Restiana 
Ie Tjoe Linggadjaya has been appointed 
as a director, succeeding Ghazali Mohd 
Rasad who has completed his term of 
service.

Meanwhile, in a separate fi ling to Bursa 
Malaysia, Mohaiyani Shamsudin has 
been redesignated as the chairman of 
Maybank.

Bank ABC Islamic
BAHRAIN: Bank ABC Islamic has 
appointed Hammad Hassan as its 
managing director following the 
retirement of Naveed Khan, according to 
Trade Arabia. In his new role, Hammad 
will also be the global head of Islamic 
banking at the ABC Group.

IBFIM
MALAYSIA: Yusry Yusoff  has been 
confi rmed as CEO of Islamic Banking 
and Finance Institute Malaysia (IBFIM). 
Yusry was previously the executive 
director and CEO of the Association of 
Islamic Banking Institutions Malaysia.

CBI
UAE: Commercial Bank International 
(CBI), which operates Islamic banking 
window CBI Al Islami, has announced in 
a press release that its shareholders have 
approved the appointments of Mohamed 
Ali Mussabeh Al Nuaimi, Mubarak 
Fahed Al Mehairi and Abudulla Gaith 
Al Suwaidi to the board of directors. Six 

of the existing directors were also 
re-elected: Mohamed Sultan Al Qadi, 
Ali Al Kuwari, Ali Al Mohannadi, Adel 
Khashabi, Fareeda Abu Al Fath and 
Ahmed Majed Lootah.

Bank Rakyat
MALAYSIA: Bank Rakyat has appointed 
Zulkifl ee Abbas Abdul Hamid as its 
new managing director and president, 
the Islamic cooperative bank confi rmed 
to IFN. Prior to his new role, Zulkifl ee 
had served on the board of directors of 
Maybank Islamic and was Affi  n Bank’s 
group CEO and managing director from 
2009 to 2015.

Noor Bank
UAE: John Iossifi dis, Mashreq Bank’s 
head of corporate and investment 
banking, will be joining Noor Bank as the 
new CEO, according to Reuters. Iossifi dis 
will be replaced by Nabeel Waheed, who 
is currently Mashreq’s head of treasury 
and capital markets. 

Mashreq operates Mashreq Al Islami, an 
Islamic banking window; whereas Noor 
Bank is an Islamic bank.

QIIB
QATAR: Qatar International Islamic 
Bank (QIIB) has re-elected Sheikh Dr 
Khalid as its chairman and managing 
director while Sheikh Abdullah Thani 
al-Thani has been named as the vice-
chairman, according to the Gulf Times.
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Expected date Company's name Size Structure Announcement Date
April 2017 Dar Al Arkan US$500 million Sukuk 4th April 2017

TBA Qatar International Islamic Bank Up to US$3 billion Non-convertible Tier 1 Sukuk 4th April 2017

TBA Qatar International Islamic Bank Up to US$2 billion Sukuk 4th April 2017

Jun-17 Turkish Treasury TBA Lease certifi cate 3rd April 2017

TBA Masraf Al Rayan Up to US$2 billion Sukuk 3rd April 2017

Second quarter of 2017 Saudi British Bank SAR1.5 billion Sukuk 30th March 2017

Second quarter of 2017 Saudi British Bank US$2 billion Sukuk 30th March 2017

TBA Kuwait Finance House TBA Sukuk 26th March 2017

TBA Gap Insaat US$118.4 million Sukuk 26th March 2017

TBA TMO TRY150 million Sukuk 26th March 2017

TBA IDB US$1 -1.5 billion Sukuk 23rd March 2017

TBA Al Baraka Banking Group US$500 million Sukuk 20th March 2017

TBA IDB TBA Sukuk 20th March 2017

TBA Al Ahli Bank US$500 million Sukuk 19th March 2017

TBA NMC Health TBA Sukuk/Bonds 19th March 2017

TBA UEM Edgenta RM1 billion Sukuk & ICPs 16th March 2017

TBA Qatar International Islamic Bank QAR3 billion Sukuk 16th March 2017

TBA Alizz Islamic Bank OMR30 million Sukuk 16th March 2017

TBA Golden Group TBA Sukuk 9th March 2017

TBA Sharjah Islamic Bank TBA Sukuk 11th March 2017

TBA DAMAC Properties Dubai Co TBA Sukuk 9th March 2017

TBA Gulf Navigation Holdings TBA Sukuk 2nd March 2017

TBA Meethaq Bank OMR100 million Sukuk 1st March 2017

May-17 Algeria TBA Sukuk 28th February 2017

TBA Kuveyt Turk TRY2 billion Sukuk 27th February 2017

TBA SapuraKencana Petroleum US$1.5 billion Sukuk 22nd February 2017

TBA Malaysia Debt Ventures RM1 billion Sukuk 21st February 2017

TBA YTL Power International RM2.5 billion Sukuk 19th February 2017

TBA Government of Dubai US$500 million Sukuk 16th February 2017

TBA SapuraKencana TMC RM7 billion Sukuk Murabahah 15th February 2017

TBA Digi.com RM5 billion Sukuk 14th February 2017

TBA Hong Kong US$1 billion Sukuk 9th February 2017

TBA State of Kano, Nigeria TBA Sukuk 7th February 2017

2017 Aktif Bank US$120 million Sukuk 31st January 2017

2017 The Government of Tunisia US$500 million Sukuk 31st January 2017

TBA Pakistan’s National Savings 
Organization 

TBA Sukuk Ijarah 22nd January 2017

TBA Government of Egypt TBA Sukuk 18th January 2017

TBA Nogaholding TBA Sukuk/Bond 15th January 2017

TBA Masraf Al Rayan US$500 million Sukuk 11th January 2017

TBA Sabah Credit Corporation US$781.99 million Sukuk Musharakah 11th January 2017

TBA Dubai Islamic Bank US$5 billion Sukuk 4th January 2017

TBA Government of Oman US$1 billion Sukuk/bond 3rd January 2017

TBA Sabana Reit US$55.24 million Sukuk 27th December 2016

TBA Kingdom of Saudi Arabia TBA Sukuk 28th December 2016

TBA Central Bank of Bahrain US$112.37 million Sukuk Salam 21st December 2016

TBA Nigeria Debt Management Offi  ce TBA Sukuk 19th December 2016

TBA Al Baraka Banking Group US$300 million Sukuk 7th December 2016
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SAMI Halal Food Participation (All Cap) 6 months

REDmoney Asia ex. Japan                                                             6 Months REDmoney Europe                                                                         6 Months

REDmoney GCC                                                                              6 Months REDmoney Global                                                                          6 Months

REDmoney MENA                                                                          6 Months REDmoney US                                                                                 6 Months
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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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Comprehensive data from Eurekahedge will now feature the overall top 10 global and regional funds based on a specifi c duration (yield to date, annualized returns, 
monthly returns), Sharpe ratio as well as delve into specifi c asset classes in the global arena – equity, fi xed income, money market, commodity, global investing (which 
would focus on funds investing with global mandate instead of a specifi c country or geographical region), fund of funds, real estate as well as the Sortino ratio. Each table 
covering the duration, region, asset class and ratio will be featured on a fi ve-week rotational basis.

Eurekahedge Asia Pacifi c Islamic Fund Index

In
de

x 
Va

lu
es

Based on 100.00% of funds which have reported February 2017 returns as at the 3rd April 2017

Based on 100.00% of funds which have reported February 2017 returns as at the 3rd April 2017

Top 10 Monthly Returns for Middle East/Africa Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Boubyan Multi Asset Holding Boubyan Capital Investment Company 1.25 Kuwait

2 Al Rayan GCC (F) Al Rayan Investment 0.97 Qatar

3 Al Yusr Tamoh Multi Asset Alawwal Invest 0.93 Saudi Arabia

4 Emirates Global Sukuk Limited USD 
Institutional Share Class (Acc)

Emirates NBD Asset Management 0.84 Jersey

5 HSBC Multi-Assets Balanced SABB 0.63 Saudi Arabia

6 Al-Aman Islamic Al-Aman Investment Company 0.60 Kuwait

7 HSBC Multi-Assets Defensive SABB 0.58 Saudi Arabia

8 Riyad Gulf Riyad Bank 0.56 Saudi Arabia

9 Al Yusr Mizan Multi Asset Alawwal Invest 0.53 Saudi Arabia

10 Al Hilal GCC Equity Al Hilal Bank 0.46 UAE

Eurekahedge Islamic Fund Index (0.79)

Top 10 Monthly Returns for Asia Pacifi c Funds

Fund Fund Manager Performance Measure Fund Domicile

1 AMB Dana Yakin Amanah Mutual 3.79 Malaysia

2 CIMB Islamic Small Cap CIMB-Principal Asset Management 3.63 Malaysia

3 Libra Amanah Saham Wanita (ASNITA) Libra Invest 3.25 Malaysia

4 Taurus Ethical Fund B Taurus Asset Management 3.08 India

5 BIMB i-Growth BIMB UNIT Trust Management (BUTM) 2.91 Malaysia

6 RHB Dana Islam RHB Asset Management 2.61 Malaysia

7 Eastspring Investments Dinasti Equity Eastspring Investments 2.60 Malaysia

8 Am-Namaa' Asia-Pacifi c Equity Growth AmInvestment Management 2.58 Malaysia

9 Namaa' Asia-Pacifi c Equity Growth AmFunds Management 2.50 Malaysia

10 Al Naqaa Asia Growth Banque Saudi Fransi 2.45 Saudi Arabia

Eurekahedge Islamic Fund Index 0.86
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Based on 100.00% of funds which have reported February 2017 returns as at the 3rd April 2017

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 2016, 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.

Eurekahedge Islamic Fund Fixed Income Index over the last 5 years Eurekahedge Islamic Fund Fixed Income Index over the last 1 year
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Top 10 Sortino Ratio for ALL Funds

Fund Fund Manager Performance Measure Fund Domicile

1 Commodity Trading - SAR Riyad Bank 50.52 Saudi Arabia

2 AlAhli Diversifi ed US Dollar Trade The National Commercial Bank 26.49 Saudi Arabia

3 Atlas Pension Islamic - Debt Sub Atlas Asset Management 26.15 Pakistan

4 Meezan Tahaff uz Pension - Debt Sub Al Meezan Investment Management 25.04 Pakistan

5 MNC Dana Syariah MNC Asset Management 17.71 Indonesia

6 KAF Dana al-Iddikhar KAF Investment Funds 15.37 Malaysia

7 Al-Ameen Islamic Active Allocation Plan - IV UBL Fund Managers 14.06 Pakistan

8 CIMB Islamic Money Market UOB Asset Management 12.20 Malaysia

9 TA Islamic CashPlus TA Investment Management 10.42 Malaysia

10 Public Islamic Income Public Mutual 8.53 Malaysia

Eurekahedge Islamic Fund Index 0.17

Top 10 Islamic Fund Fixed Income by 3 Months Returns

Fund Fund Manager Performance Measure Fund Domicile

1 BNI-AM Dana Dompet Dhuafa BNI Asset Management 3.61 Indonesia

2 RHB Islamic Bond RHB Asset Management 3.00 Malaysia

3 AlAhli Saudi Riyal Trade The National Commercial Bank 2.60 Saudi Arabia

4 PB Islamic Bond Public Mutual 2.34 Malaysia

5 Public Islamic Bond Public Mutual 2.24 Malaysia

Eurekahedge Islamic Fund Index 1.28

Based on 100.00% of funds which have reported February 2017 returns as at the 3rd April 2017
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Global Sukuk Volume by Month Global Sukuk Volume by Quarter
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Most Recent Global Sukuk
Priced Issuer Nationality Instrument Market US$ (mln) Managers
30th Mar 2017 Republic of Turkey Turkey Sukuk Euro market 

public issue
1,250 Standard Chartered Bank, HSBC, Dubai Islamic 

Bank
29th Mar 2017 Ezdan Holding 

Group
Qatar Sukuk Euro market 

public issue
500 Mashreqbank, Standard Chartered Bank, HSBC, 

Dubai Islamic Bank, Natixis, Emirates NBD, 
QInvest

29th Mar 2017 DAMAC Real Estate 
Development

UAE Sukuk Euro market 
private 
placement

125 Emirates NBD

22nd Mar 2017 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

3,000 Standard Chartered Bank, Deutsche Bank, 
HSBC, National Bank of Abu Dhabi, Mandiris 
Sekuritas

10th Mar 2017 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

601 RHB Capital, Maybank, CIMB Group, Hong 
Leong Financial Group, AmInvestment Bank

9th Mar 2017 Tanjung Bin Energy Malaysia Sukuk Domestic market 
public issue

180 RHB Capital, Maybank, CIMB Group

7th Mar 2017 Warba Bank Kuwait Sukuk Euro market 
public issue

250 Standard Chartered Bank, Kuwait Finance 
House, Arab Banking, Emirates NBD, Kuwait 
Projects, Noor Bank

3rd Mar 2017 SapuraKencana TMC Malaysia Sukuk Domestic market 
public issue

492 RHB Capital, Maybank, AmInvestment Bank

28th Feb 2017 National Higher 
Education Fund

Malaysia Sukuk Domestic 
market private 
placement

495 AmInvestment Bank

27th Feb 2017 SME Bank Malaysia Sukuk Domestic market 
public issue

135 Kuwait Finance House, Maybank, 
AmInvestment Bank

22nd Feb 2017 Bank Pembangunan 
Malaysia

Malaysia Sukuk Domestic market 
public issue

336 RHB Capital, CIMB Group, AmInvestment Bank

21st Feb 2017 Hong Kong Sukuk 
2017

Hong Kong Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, HSBC, National Bank 
of Abu Dhabi, CIMB Group

16th Feb 2017 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
private 
placement

317 National Bank of Abu Dhabi

14th Feb 2017 Equate Petrochemical Kuwait Sukuk Euro market 
public issue

500 Mizuho, Sumitomo Mitsui Financial Group, 
JPMorgan, HSBC, Kuwait Finance House, 
National Bank of Kuwait, National Bank of 
Abu Dhabi, Mitsubishi UFJ Financial Group, 
Citigroup

14th Feb 2017 GovCo Holdings Malaysia Sukuk Domestic market 
public issue

674 Maybank, CIMB Group

7th Feb 2017 Dubai Islamic Bank UAE Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, HSBC, Kuwait 
Finance House, Arab Banking, National Bank 
of Abu Dhabi, Maybank, Dubai Islamic Bank, 
Sharjah Islamic Bank, Emirates NBD

25th Jan 2017 Investment 
Corporation of Dubai

UAE Sukuk Euro market 
public issue

1,000 Standard Chartered Bank, JPMorgan, HSBC, 
National Bank of Abu Dhabi, Dubai Islamic 
Bank, Citigroup, Emirates NBD

17th Jan 2017 Africa Finance Nigeria Sukuk Euro market 
private 
placement

150 FirstRand, Mitsubishi UFJ Financial Group, 
Emirates NBD

9th Jan 2017 Rantau Abang 
Capital

Malaysia Sukuk Domestic market 
public issue

224 CIMB Group, AmInvestment Bank

30th Nov 2016 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
private 
placement

1,250 Mizuho, Standard Chartered Bank, JPMorgan, 
National Bank of Kuwait, National Bank of Abu 
Dhabi, RHB Capital, Gulf International Bank, 
Natixis, Credit Agricole
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Top 30 Issuers of Global Sukuk 12 Months
Issuer Nationality Instrument Market US$

(mln)
Iss
(%)

Managers

1 Perusahaan Penerbit 
SBSN Indonesia III

Indonesia Sukuk Euro market 
public issue

3,000 7.3 Standard Chartered Bank, Deutsche Bank, HSBC, National Bank 
of Abu Dhabi, Mandiris Sekuritas

2 DanaInfra Nasional Malaysia Sukuk Domestic market 
public issue

2,843 6.9 RHB Capital, Maybank, CIMB Group, Hong Leong Financial 
Group, AmInvestment Bank, HSBC

3 IDB Trust Services Saudi 
Arabia

Sukuk Euro market 
public issue

1,667 4.0 JPMorgan, Mizuho, Standard Chartered Bank, JPMorgan, 
National Bank of Kuwait, National Bank of Abu Dhabi, RHB 
Capital, Gulf International Bank, Natixis, Credit Agricole

4 Malaysia Sukuk 
Global

Malaysia Sukuk Euro market 
public issue

1,500 3.6 JPMorgan, HSBC, Maybank, CIMB Group

4 Etihad Airways UAE Sukuk Euro market 
public issue

1,500 3.6 JPMorgan, HSBC, National Bank of Abu Dhabi, First Gulf Bank, 
Dubai Islamic Bank, Abu Dhabi Islamic Bank 

6 National Higher 
Education Fund

Malaysia Sukuk Domestic market 
public issue

1,375 3.3 Maybank, CIMB Group, Affi  n Investment Bank, AmInvestment 
Bank

7 Sarawak Hidro Malaysia Sukuk Domestic market 
public issue

1,365 3.3 RHB Capital, Maybank

8 Republic of Turkey Turkey Sukuk Euro market 
public issue

1,250 3.0 Standard Chartered Bank, HSBC, Dubai Islamic Bank

9 DP World UAE Sukuk Euro market 
public issue

1,200 2.9 JPMorgan, Deutsche Bank, HSBC, National Bank of Abu Dhabi, 
First Gulf Bank, Barclays, Dubai Islamic Bank, SG Corporate & 
Investment Banking, Citigroup, Emirates NBD

10 Dubai Islamic Bank UAE Sukuk Euro market 
private placement

1,070 2.6 National Bank of Abu Dhabi, Standard Chartered Bank, HSBC, 
Kuwait Finance House, Arab Banking, National Bank of Abu 
Dhabi, Maybank, Dubai Islamic Bank, Sharjah Islamic Bank, 
Emirates NBD

11 GovCo Holdings Malaysia Sukuk Domestic market 
public issue

1,066 2.6 RHB Capital, Maybank, CIMB Group

12 EI Sukuk UAE Sukuk Euro market 
public issue

1,007 2.4 Standard Chartered Bank, HSBC, Arab Banking, Maybank, 
Dubai Islamic Bank, Emirates NBD, Al Hilal Bank, Noor Bank

13 Kingdom of Bahrain Bahrain Sukuk Euro market 
public issue

1,000 2.4 Standard Chartered Bank, JPMorgan, BNP Paribas, Arab 
Banking, Credit Suisse

13 Islamic Republic of 
Pakistan

Pakistan Sukuk Euro market 
public issue

1,000 2.4 Standard Chartered Bank, Deutsche Bank, Dubai Islamic Bank, 
Citigroup, Noor Bank

13 Hong Kong Sukuk 
2017

Hong 
Kong

Sukuk Euro market 
public issue

1,000 2.4 Standard Chartered Bank, HSBC, National Bank of Abu Dhabi, 
CIMB Group

13 Hazine Mustesarligi 
Varlik Kiralama 
Anonim Sirketi

Turkey Sukuk Euro market 
public issue

1,000 2.4 Standard Chartered Bank, HSBC, Emirates NBD

17 Investment 
Corporation of 
Dubai

UAE Sukuk Euro market 
public issue

996 2.4 Standard Chartered Bank, JPMorgan, HSBC, National Bank of 
Abu Dhabi, Dubai Islamic Bank, Citigroup, Emirates NBD

18 Ezdan Holding 
Group

Qatar Sukuk Euro market 
public issue

995 2.4 Mashreqbank, HSBC, Abu Dhabi Islamic Bank, Emirates NBD, 
QInvest, Barwa Bank, Qatar First Bank, Standard Chartered 
Bank, Dubai Islamic Bank, Natixis

19 Lembaga 
Pembiayaan 
Perumahan Sektor 
Awam

Malaysia Sukuk Domestic market 
public issue

986 2.4 OCBC, RHB Capital, Maybank, Bank Islam Malaysia, CIMB 
Group, Affi  n Investment Bank, AmInvestment Bank

20 Maxis Broadband Malaysia Sukuk Domestic market 
public issue

954 2.3 CIMB Group, AmInvestment Bank, Maybank

21 Lebuhraya DUKE 
Fasa 3

Malaysia Sukuk Domestic market 
public issue

912 2.2 CIMB Group, AmInvestment Bank, Maybank

22 TNB Global 
Ventures Capital

Malaysia Sukuk Euro market 
public issue

750 1.8 BNP Paribas, HSBC, CIMB Group, Citigroup

22 Emaar Sukuk UAE Sukuk Euro market 
public issue

750 1.8 RHB Capital, Maybank, CIMB Group, AmInvestment Bank

24 Bank Pembangunan 
Malaysia

Malaysia Sukuk Domestic market 
public issue

693 1.7 HSBC, CIMB Group, AmInvestment Bank

25 Jambatan Kedua Malaysia Sukuk Domestic market 
public issue

644 1.6 RHB Capital, Maybank, Kenanga Investment Bank, 
AmInvestment Bank

26 Bank Albilad Saudi 
Arabia

Sukuk Euro market 
private placement

533 1.3 HSBC

27 Sultanate of Oman Oman Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank

27 SIB Sukuk III UAE Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank, HSBC, Kuwait Finance House, Arab 
Banking, Maybank, Dubai Islamic Bank, Emirates NBD, QNB 
Capital, Noor Bank

27 Noor Bank UAE Sukuk Euro market 
public issue

500 1.2 Standard Chartered Bank, First Gulf Bank, Dubai Islamic Bank, 
Sharjah Islamic Bank, Citigroup, Emirates NBD, Noor Bank

27 Kuveyt Turk Katilim 
Bankasi

Kuwait Sukuk Foreign market 
public issue

500 1.2 Standard Chartered Bank, Kuwait Finance House, Arab Banking, 
Dubai Islamic Bank, Emirates NBD, QInvest, Noor Bank

Total 33,557 81
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Top Managers of Sukuk 12 Months

Manager US$ (mln) Iss %

1 CIMB Group 5,033 38 12.2

2 HSBC 4,177 21 10.1

3 Standard Chartered Bank 4,041 24 9.8

4 Maybank 4,021 32 9.7

5 AmInvestment Bank 3,105 25 7.5

6 RHB Capital 2,989 26 7.2

7 National Bank of Abu Dhabi 2,618 14 6.3

8 Dubai Islamic Bank 1,801 15 4.4

9 Emirates NBD 1,639 17 4.0

10 JPMorgan 1,382 8 3.3

11 Deutsche Bank 920 3 2.2

12 Citigroup 843 7 2.0

13 Arab Banking Corporation 736 9 1.8

14 Noor Bank 632 8 1.5

15 Mandiris Sekuritas 600 1 1.5

16 First Gulf Bank 550 5 1.3

17 Hong Leong Financial Group 546 7 1.3

18 Kuwait Finance House 416 7 1.0

19 Affi  n Investment Bank 391 4 1.0

20 BNP Paribas 388 2 0.9

21 Abu Dhabi Islamic Bank 321 2 0.8

22 National Bank of Kuwait 291 4 0.7

23 Credit Suisse 267 2 0.6

24 OCBC 263 7 0.6

25 Kenanga Investment Bank 257 5 0.6

26 Mashreqbank 225 3 0.6

27 Credit Agricole 223 3 0.5

28 Mizuho 219 3 0.5

29 QInvest 214 3 0.5

30 Natixis 210 2 0.5

Total 41,344 131 100

Top Islamic Finance Related Project Financing Legal Advisors 
Ranking                                                                                          12 Months

Legal Advisor US$ (million) No %

1 Latham & Watkins 2,747 2 31.6

2 Cliff ord Chance 1,997 1 23.0

3 Allen & Overy 1,665 2 19.2

4 Baker & McKenzie 1,365 1 15.7

5 Norton Rose Fulbright 915 1 10.5

Top Islamic Finance Related Project Finance Mandated Lead 
Arrangers                                                                                       12 Months

Mandated Lead Arranger US$ (million) No %
1 Kuwait Finance House 1,997 1 25.9
1 National Bank of Kuwait 1,997 1 25.9
3 Al Rajhi Capital 427 1 5.5
3 Alinma Bank 427 1 5.5
5 Credit Agricole Corporate & 

Investment Bank
266 2 3.4

5 Standard Chartered Bank 266 2 3.4
7 Ahli United Bank 188 1 2.4
7 Arab Banking Corporation 188 1 2.4
7 BBK 188 1 2.4
7 Gulf International Bank 188 1 2.4
7 JP Morgan 188 1 2.4
7 National Bank of Bahrain 188 1 2.4

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 Financing Mandated Lead Arrangers 
Ranking                                                                                          12 Months

Mandated Lead Arranger US$ (mln) No %
1 Dubai Islamic Bank 964 11 7.6

2 Samba Capital 932 5 7.3

3 Saudi National Commercial Bank 881 4 6.9

4 Banque Saudi Fransi 811 3 6.4

5 Noor Bank 785 11 6.2

6 Emirates NBD 743 10 5.9

7 Standard Chartered Bank 617 9 4.9

8 Abu Dhabi Commercial Bank 485 6 3.8

9 SABB 475 5 3.7

10 HSBC 458 7 3.6

11 Union National Bank 437 5 3.4

12 Al Rajhi Capital 366 2 2.9

13 Abu Dhabi Islamic Bank 282 4 2.2

14 Riyad Bank 258 2 2.0

15 Arab National Bank 254 2 2.0

16 First Gulf Bank 252 7 2.0

17 Credit Agricole 249 3 2.0

18 Natixis 235 3 1.9

19 Bank Albilad 229 1 1.8

20 Mashreqbank 210 3 1.7

21 Mitsubishi UFJ Financial Group 208 2 1.6

22 National Bank of Abu Dhabi 207 3 1.6

23 Al Hilal Bank 184 1 1.5

24 Arab Banking Corporation 169 3 1.3

25 Sumitomo Mitsui Financial Group 141 2 1.1

26 Alinma Bank 138 1 1.1

27 Sharjah Islamic Bank 136 3 1.1

28 BBK 133 2 1.1

29 JPMorgan 112 2 0.9

29 Gulf International Bank 112 2 0.9

Top Islamic Finance Related Financing Mandated Lead Arrangers
12 Months

Bookrunner US$ (mln) No %
1 Noor Bank 746 7 12.1
2 Dubai Islamic Bank 642 5 10.4
3 Standard Chartered Bank 570 5 9.2
4 Emirates NBD 474 3 7.7
5 Abu Dhabi Islamic Bank 467 3 7.5
6 SABB 312 2 5.0
7 Abu Dhabi Commercial Bank 283 1 4.6
8 Saudi National Commercial Bank 267 1 4.3
8 Samba Capital 267 1 4.3
8 Riyad Bank 267 1 4.3

Top Islamic Finance Related Financing by Country             12 Months

Nationality US$ (mln) No %
1 Saudi Arabia 5,547 7 43.7
2 UAE 4,612 17 36.3
3 Bahrain 618 1 4.9
4 Qatar 509 2 4.0
5 India 368 1 2.9
6 Turkey 335 2 2.6
7 Malaysia 283 1 2.2
8 Pakistan 200 1 1.6
9 Egypt 105 1 0.8
10 UK 77 1 0.6

Are your deals listed here?
If you feel that the information within these tables is inaccurate, you may contact 
the following directly:     Mayumi Ohira (Media Relations)
                                            Email: mayumi.ohira@dealogic.com                           Tel: +852 3698 4700

Top Islamic Finance Related Financing by Sector                12 Months

0US$ bln 1 32 87654

Dining & Lodging

Finance

Real Estate/Property

Utility & Energy

Oil & Gas

Global Islamic Financing - Years to Maturity (YTD Comparison)

0% 20% 40% 60% 80% 100%
2008
2009
2010
2011
2012
2013

2015
2014

0-3yrs 3-5yrs 5-7yrs 7-10yrs 10+yrs

Top Islamic Finance Related Financing Deal List                 12 Months

Credit Date Borrower Nationality US$ (mln)

15th Apr 2016 Yanbu Aramco Sinopec 
Refi ning

Saudi Arabia 4,700

27th Jun 2016 Rabigh Electricity Saudi Arabia 2,686

20th Sep 2016 Aluminium Bahrain Bahrain 1,500

19th Sep 2016 Saudi Electricity Saudi Arabia 1,333

26th Feb 2017 Majid Al Futt aim Holding UAE 1,030

29th Dec 2016 Fadhili Plant Cogen Saudi Arabia 953

15th Jun 2016 PNB Jersey Malaysia 889

29th Aug 2016 Atlantis The Palm UAE 850

31st Aug 2016 Almarai Saudi Arabia 600

10th May 2016 Allana International UAE 500
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