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Welcome to the inaugural and annual Islamic Finance news Guide.  
 

Launched in October 2004, Islamic Finance news has quickly become the industry’s leading publication with a global 
audience in excess of 12,500.  
 
With the bi-weekly newsletter we focus on the latest trends and stories keeping you up-to-date. Therefore, we thought 
it would be a good idea to publish an annual report which reviews the year just past, in addition to previewing the year 
ahead.  
 
We invited a select group of the industry’s leading practitioners and academics from around the world to author rela-
tively concise reports on either a particular industry or market sector. As with the newsletter, you’ll not find these any-
where else. 
 
In addition to these articles we have: 2005 News Briefs review, league tables, interviews, Takaful Briefs review, Best 
Islamic Banks Poll 2005 results and much more. 
 
We hope you enjoy it. 
 
Major Changes 
 
We’re going weekly!  
 
As from March this year Islamic Finance news will be available EVERY Friday morning. Therefore 50 issues per year 
instead of the current 25! 
 
We will also be introducing a number of new sections within a new look format.  
 
Subscription rates will increase from the end of March, but those who subscribe before then will not succumb to the 
new rates!!! 
 
Finally, we’d like to thank all the contributors and advertisers for their support in putting together this Guide. We’re 
already planning for the 2007 edition. 
 
Wishing you all a safe and happy 2006. 
 
Very best regards, 

 
 
 
 
 
 
 

Andrew Morgan 
MD & Publisher 
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The last year has witnessed an enormous expan-
sion of the Islamic finance industry at all levels, 
from retail and investment banking to capital  
market development and Islamic Takaful insur-
ance. Assets under management probably exceed 
US$360 billion worldwide, although it is difficult to 
give a precise figure, as conventional banks with 
Shariah compliant assets often do not report the 
value of these separately in their annual accounts. 
Furthermore, the figure includes the entire assets 
of the Iranian banking system, where some schol-
ars question the extent of compliance, despite the 
Islamic Republic’s Usury Free Banking Law. There 
is also the question of potentially double-counting 
Sukuk, as these are included in Islamic banking 
assets, but some estimates also count the issues 
separately as they are announced. 
 
The prospects for 2006 are for an inevitable slowdown in the 
rate of growth of assets under Shariah compliant management, 
but with more emphasis on the quality of the product offerings, 
rather than simply quantity. Increased competition is certain 
given the number of Islamic banks and conventional institu-
tions with extensive involvement in Shariah compliant activity 
already in the industry. Whereas in 2005 it was the institutions 
that drove the industry, 2006 is likely to see clients in the driv-
ing seat as they become more demanding and discerning, 
given their increasing experience of Islamic finance. 

With buoyant oil revenue in the Gulf and the first significant 
salary increases of 15% for government employees in Saudi 
Arabia since 1988, the leading Islamic retail bank in the Gulf, 
the Al Rajhi Banking and Investment Corporation, has seen 
buoyant business. Saudi Arabia’s economy grew by 6.5% in 
2005, its highest growth rate since the oil boom of the 1970s, 
but this time much of the revenue has found its way into do-
mestic consumption, fuelling the growth of the non-oil private 
sector, which expanded by 7.4% during the year. As a conse-
quence Islamic deposits from both personal and small busi-
ness clients increased significantly, reflecting both economic 
growth and the desire by bank clients to use Shariah compliant 
rather than conventional banking facilities. For personal cus-
tomers, car financing has proved more popular than ever, as 
have housing finance facilities. Small business financing, often 
involving Ijarah leasing facilities, has also increased signifi-
cantly, which is safe and profitable business for the banks. 

Introduction to Islamic 
Capital Markets 2005/06 

By Professor Rodney Wilson  

Across the Gulf in Iran, despite the country’s political chal-
lenges, 2005 has been the best ever year for the banks, all of 
which have been Shariah compliant since 1983. Again thanks 
to buoyant revenue from oil and gas exports, gross domestic 
product increased by 6.1% and the government deficit was 
eliminated, although the Islamic Republic still has external 
conventional debt in excess of US$12 billion and inflation re-
mains a problem, with prices rising by 14% annually. Bank 
Melli, Iran’s largest bank and the leading Islamic bank world-
wide in terms of assets, saw its total assets rise to over US$25 
billion. Trade finance is especially important for Iran’s Islamic 
banks, usually on a Murabahah basis. Many consumer imports 
enter Iran through the UAE, where all the major Iranian banks 
have branches. Over 4,500 Iranian businesses are active in 
Dubai, but the movement is not all one way. Since 2003 Dubai 
Islamic Bank has maintained an office in Tehran, and with 
trade between other Iranian cities and Dubai also flourishing, 
its network may soon be extended to Isfahan and Shiraz, possi-
bly in 2006. 
 

 

In the UK, 2005 was the year retail Islamic finance really 
started to take off, with the Islamic Bank of Britain, which 
opened its first branch on the Edgware Road in London in  
September 2004, adding branches in Southall, the White-
chapel Road in the East End of London, Birmingham and 
Leicester. During 2006 the branch network will be expanded to 
Manchester and Leeds in the north of England, where there are 
large Muslim populations. The Islamic Bank of Britain raised 
new equity capital in 2005 through obtaining a listing on the 
London Alternative Investment Market, the first Shariah compli-
ant institution to get a listing on a European stock exchange. 
Since listing the share price has fallen substantially, as inves-
tors have realised that the costs of branch opening and new 
product development are high, and it takes time for new cus-
tomer business to generate profits. 
 

 

Continued... 

Islamic retail and commercial banking in the Gulf 

The UK market for Islamic personal finance 

“2006 is likely to see clients in the 
driving seat as they become more 
demanding and discerning, given 
their increasing experience of  
Islamic finance” 
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The Islamic Bank of Britain offers an attractive range of savings 
accounts, including an innovative treasury account based on 
Murabahah which provides high returns to depositors of sub-
stantial amounts. It is currently developing a home finance 
product that will be introduced in 2006. Islamic home finance 
has increased significantly during the last year in the UK, with 
HSBC Amanah, Lloyds TSB and Alburaq, the Shariah compliant 
division of Arab Banking Corporation, all active in this field. 
Lloyds TSB first offered a diminishing Musharakah home  
financing facility in March 2005, and Alburaq teamed up  
with Bristol and West, a major mortgage provider, to offer Ijarah 
and Musharakah-based housing finance, including a buy to  
let facility. 
 

Malaysia pioneered Islamic retail banking in South-East Asia 
with Bank Islam Malaysia and Bank Muamalat both providing 
dedicated Islamic financial services and most of the conven-
tional banks offering similar services through Shariah compli-
ant subsidiaries, branches or counters. As Malaysia is reliant 
on its human resources rather than natural resources such as 
oil and gas, its growth was more modest in 2005 than that in 
the Gulf countries, with gross domestic product increasing by 
around 4.6%. 
 
Increasing competition from conventional banks moving into 
Islamic financial services resulted in Bank Islam Malaysia, the 
oldest Islamic bank in the country, with business dating from 
1983, struggling to maintain its market share. For the first time 
in its history the bank recorded losses of US$130 million 
(RM500 million) in 2005, largely reflecting the need to write 
down the value of non-performing assets on its books, esti-
mated to exceed US$305 million (RM1.16 billion). Some of 
these non-performing assets dated back to the Asian crisis of 
1997, but others were contracted more recently though financ-
ing Bank Islam Malaysia undertook in Bosnia and South Africa. 
It seems Bank Islam Malaysia had little knowledge of  
these markets and that management control systems were 
inadequate. Fortunately provisions have now been made 
against bad debts and Bank Islam Malaysia is in a better  
position to move forward in 2006. This may be timely, as with 
rising global demand for the electronic products that Malaysia 
exports, gross domestic product growth predictions exceed  
5% for 2006, which should result in an expansion of Islamic 
finance business. 
 

A decade ago there were no Islamic investment banks, but 
there are now ten major international institutions, the largest 
being the First Islamic Investment Bank of Bahrain, the Al Taw-
feek Company for Investment of Saudi Arabia, the Gulf Finance 
House of Bahrain and the International Investor of Kuwait. All 
of these institutions expanded their investment banking busi-
ness substantially in 2005, reflecting the buoyant economic 
conditions in the Gulf and the fact that investment banking 
activity is much more pro-cyclical than commercial banking, 
and that the cycles are driven by oil revenue in the Gulf. Inter-
national banks are also involved in Shariah compliant invest-

Introduction to Islamic Capital Markets 2005/06  
By Rodney Wilson 

ment banking, notably HSBC, Citigroup, Deutsche Bank and 
UBS through its Bahrain-based subsidiary, Noriba Bank. 
 
Usually the core business of investment banking is mergers 
and acquisitions, corporate financial restructuring and Initial 
Public Offerings (IPOs) where companies seek stock market 
listings. There is much less of this type of business in the Gulf 
and other Muslim markets than in major international markets, 
although the stock market boom in the Gulf in 2005 did result 
in a record number of IPOs. Rather, much of the Shariah com-
pliant investment banking business has focused on wealth 
management and mutual funds, although the latter also in-
volves retail banks, most notably the National Commercial 
Bank of Saudi Arabia, the largest manager worldwide of such 
funds on a Shariah compliant basis. Noriba, because of  
its Swiss parentage, was able to provide highly sophisticated 
wealth management services by 2005, including private  
equity placements. 
 

 

One significant development during 2005 was the joint launch 
in October by Gulf Finance House, the Kuwait Finance and In-
vestment Company and the Qatar Islamic Bank of the Al Ba-
sha’er GCC Equity Fund. The initial US$400 offer was fully sub-
scribed, with the funds locked in for a two-month period only. 
Initial minimum subscriptions were set at US$10,000, with 
subsequent investments in tranches of US$3,000. The aim of 
the fund is capital appreciation, but whether this occurs in 
2006 will depend on the phenomenal price rises in Gulf stock 
markets being maintained. Sceptics could argue that the fund 
was launched too late to benefit from the earlier boom, and a 
correction in Gulf markets is inevitable. On the other hand the 
fund is avoiding indexing, the emphasis on opportunist stock 
selection, hence it may be possible to generate some capital 
gains, even in falling markets. 
 
 

There is an increasing degree of professionalism by Gulf-based 
investment companies, this being typified by the planned 
launch of a new Dubai-based institution, Tejoori, scheduled for 
early 2006. The appointment of the directors, who are leading 
figures in Islamic finance with much experience of Gulf invest-
ment, was confirmed in November 2005. Over US$65 million is 
being provided by the founder shareholders, but the company 
plans to seek a listing on the Alternative Investment Market in 
London, the first Shariah compliant investment company to 
aspire to such international status. The company plans to in-
vest in real estate, industrial companies, information technol-
ogy, the media and advertising. The Islamic Corporation for 
Insurance of Exports and Investments, a subsidiary of the Is-
lamic Development Bank, is providing insurance cover against 
political risk. The usual exit strategy will be through IPOs and 
management buy-outs. 

Islamic investment banking 

Malaysian setbacks 

“A decade ago there were no  
Islamic investment banks, but 
there are now ten major  
international institutions” 

Continued... 
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capital industry is much less developed in the Gulf than in  
Malaysia, it has significant potential, especially in the UAE and 
Saudi Arabia. 
 

 

Last year also witnessed some very large Sukuk issues in the 
Gulf, notably the US$1 billion issues for the Civil Aviation  
Authority of Dubai to fund the new terminal at the international 
airport. Early in 2006 there will be the issuance of the largest 
ever Islamic Sukuk security offering, valued at US$2.8 billion. 
This offer is by the Ports, Customs and Free Zone Corporation 
of Dubai, the holding company of Dubai Ports World and the 
Jebel Ali Duty Free Zone. This interest-free financing, which 
complies with Islamic Shariah law, is being handled by the Du-
bai Islamic Bank, the oldest Islamic commercial bank in the 
world and the third largest. The Sukuk will pay 250–350 basis 
points over LIBOR, a very attractive rate providing a projected 
yield of 7.25%–8.25%, and is convertible after two years into 
shares, the first ever Islamic securities structure of this type. 
 
Emirates Airlines, which has previously used Islamic leasing 
contracts to finance some of its aircraft, issued its first ever 
Sukuk on the 10th June 2005. The initial offer was for US$550 
million to fund a new engineering centre in Dubai. The offer 
was oversubscribed however, with US$824 million raised, the 
additional funding being used to refinance the building to 
house the headquarters for the Emirates Group. This pays 
0.75% over the six-month LIBOR, which is cheaper than  
Emirates’ present conventional financing. 
 

The Islamic Development Bank (IDB’s) 30th Annual Meeting of 
its Board of Governors on the 23rd and 24th June 2005 at  
Putrajaya highlighted the internationalization of Islamic finance 
and the increasing links between the Muslim states of South-
East and West Asia. It was fitting that the meeting was held at 
Malaysia’s new federal capital, next to Cyberjaya, the heart of 
the multimedia super-corridor, the silicon valley of Asia. 
 

Kuwait’s leading Islamic bank, the Kuwait Finance House, 
opened a branch in Kuala Lumpur in 2005, and the Al Rajhi 
Banking and Investment Corporation, the largest Islamic bank 
in Saudi Arabia, is planning to follow in 2006. These will pro-
vide a window to the Shariah compliant investment opportuni-
ties in South-East Asia for liquid funds from the Gulf, which 
have been much boosted by high oil prices. The traffic is not all 
one-way however, as Maybank, the largest bank in Malaysia, 
already has a branch in Bahrain. 
 

This Islamic connectivity through financing can also spin over 
to neighbouring countries. The pioneering efforts of Malaysia in 
the field of Islamic securities has been followed by Indonesia, 
with four corporate leasing Sukuk offered in the last year, in-
cluding an issue by Indonesian Satellite Corporation, a major 
local telecommunications company. Furthermore, in the case 
of the Gulf, the A’ayan Leasing and Investment Company of 
Kuwait is investing an initial US$12 million in a new Islamic 
bank in neighbouring Iraq. Islamic finance is clearly spreading, 
and it may not be long until countries such as Iraq issue their 

 

Islamic securities have become increasingly popular in the last 
five years, both as a means of raising government finance 
through sovereign issues, and as a way of companies obtaining 
funding through the offer of corporate Sukuk. In 2000 there 
were only three Sukuk, worth US$336 million, issued, but in 
2004 there were 64 issues worth almost US$7 billion, and in 
2005 the figure will certainly exceed US$10 billion, with 54 
issues already either fully subscribed or announced. 
 

Malaysia has over a decade of experience of funding infrastruc-
ture projects through Islamic securities issues. One innovative 
offering in 2005 included four separate issues for PLUS Ex-
pressway, the operator of Malaysia’s major toll roads, including 
the 797 kilometre north–south highway linking Thailand with 
Singapore. These comprise an 11-year issue worth US$100 
million, a 12-year issue worth almost US$200 million, a 13-
year issue worth US$250 million and a 14-year issue worth 
US$180 million. The roads themselves constitute the asset 
backing, with the tolls providing the revenue stream. The ma-
turity period is much longer than for most Islamic securities to 
date, which typically mature after five years, but the phased 
maturity of the four issues means the highway operator has 
flexibility over refinancing should it be necessary, rather than 
having to repay all the security holders on the same date. It is 
this type of long-term planning that has proved so helpful in 
Malaysia’s case, which the states of the Gulf can usefully emu-
late as good financial practice. 

 
In Malaysia during 2005 there was further experimentation 
with new Sukuk structures, notably those based on Mushara-
kah partnership financing, with profit shares determining the 
return. CIMB Islamic has taken a lead in these structures with 
an issue for Musharakah One Capital, a venture capital fund, 
worth US$658 million. In June 2005 the Bahrain-based Arab 
Banking Corporation’s Islamic subsidiary arranged the first ever 
Musharakah-based Sukuk in the Gulf on behalf of Investment 
Dar of Kuwait. The US$50 million raised will also be used for 
venture capital finance, as although at present the venture 

Islamic capital market developments 

Increasing cross-border ties in Islamic finance 

“Islamic securities have become  
increasingly popular in the last  
five years, both as a means of  
raising government finance  
through sovereign issues, and  
as a way of companies obtaining 
funding through the offer of  
corporate Sukuk” 

Introduction to Islamic Capital Markets 2005/06  
By Rodney Wilson 

Continued... 
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own sovereign Sukuk, backed by local and perhaps even re-
gional assets provided by neighbouring states. 
 

The coming months should see some interesting develop-
ments, with a much wider spread of Shariah compliant invest-
ments geographically and in terms of currencies. The risk of 
major corrections in Gulf stock markets illustrates the impor-
tance of greater portfolio diversification by Islamic investors, 
the other threat being a significant depreciation in the dollar 
against Asian currencies in the course of 2006, as Shariah 
compliant assets are arguably too heavily exposed to the US 
currency. These threats highlight the need for greater connec-
tivity between Islamic countries and the significance of identify-
ing more Shariah compliant investment possibilities in East 
Asia. Singapore is aspiring to play a role as a gateway to Asia, 
especially China, for Islamic investments from the Gulf, and 
during 2006 exactly what this role involves will become in-
creasingly apparent. One certainty is that these developments 
will be reported in The Islamic Finance News Guide 2007. 
Watch this space! 

Introduction to Islamic Capital Markets 2005/06  
By Rodney Wilson 

The author is Director, Islamic  
Finance Studies, Durham  
University, UK. 

“The coming months should see 
some interesting developments, 
with a much wider spread of 
Shariah compliant investments 
geographically and in terms of  
currencies” 
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The Malaysian debt capital market has demonstrated resil-
ience as an alternative source of financing for the economy, 
fundamentally due to the accommodative interest rate environ-
ment, a pick up in domestic economic activity and ample liquid-
ity conditions. Concurrently, a rather more exciting area within 
the capital market that has made headway in recent times is 
the area of Islamic debt.  
 
In a niche mainstream financial industry, Islamic debt instru-
ments account for a large proportion of the private debt securi-
ties (PDS) market. In the last six years, the composition of Is-
lamic fixed rate securities grew unabated and increased in 
significance (see Chart 1).  

 
 

 
 

 
Demand for domestic Islamic debt instruments, which ac-
counted for only 7% of total bonds raised in 1999, grew to 25% 
in 2000 and subsequently to 76% in 2005, primarily due to 
investor awareness of alternative funding sources, i.e. Islamic 
instruments and the increased number of Islamic funds 
launched over the years. No fewer than 45% of all Malaysian 
domestic bonds are now Shariah compliant, especially the lar-
ger issues, and this proportion continues to grow. The result is 
that Malaysia’s Islamic financial landscape has advanced in 
terms of diversity of instruments and its modernity, and boasts 
a dual banking model whereby a developing Islamic financial 
system exists in parallel to the conventional banking system. To 
chart the growth of Islamic fixed income securities, total Islamic 
PDS (IPDS) issued since 1991 (matured and outstanding) 
amounts to US$39.46 billion at 333 issues. In terms of  
total number of IPDS issued, the infrastructure/utilities  
and property/real estate sectors dominate at 53% and 21% 
respectively, given the large-scale nature of these projects (see 
Chart 2).  

 
Notable new Islamic fixed income securities issued in 2005 
include Maybank’s US$266.61 million (RM1 billion) world’s 
first Islamic subordinated debt issued by a Malaysian financial 
institution; Cagamas Islamic RMBS’s US$546.56 million 
(RM2.05 billion) Islamic asset-backed securities; Musharakah 
One Capital’s US$148.5 million (RM557 million) Islamic asset-
backed securities; PG Municipal Assets’ US$21.33 million 
(RM80 million) first municipal bond issued in Malaysia; Jimah 
Energy Ventures US$1.52 billion (RM5.7 billion) infrastructure 
and utilities; Senai Desaru’s US$389.33 million (RM1.46  
billion) infrastructure and utilities; and Ranhill Powertron’s 
US$143.99 million (RM540 million) infrastructure and utilities.  
 
In 2006, the Malaysian bond market is expected to continue its 
aggressive stance with an estimated US$9.33 billion (RM35 
billion) worth of new debt to be issued. A large proportion of 
these new bonds will be channelled to finance infrastructure 
projects, given that 2006 is the first year of the 9th Malaysian 
Plan. Of the total US$9.33 billion (RM35 billion) worth of new 
issues, 80% of the bonds are expected to be Shariah compli-
ant, given the market momentum and demand for Islamic pa-
pers. This again denotes the pace of development and depth of 
the Malaysian Islamic debt market.  
 
The Al Bai Bithaman Ajil (ABBA) structure has been the  
preferred choice to finance such projects with long gestation 

2006 Islamic Debt Markets: 
New Challenges, New Frontiers 

By Baljeet Grewal  

Chart 1: Malaysian PDS market (1990–2006f) 

Source: BNM/FAST, RAM, MARC, Aseambankers 
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Chart 2: Total No. of Islamic Corporate Bonds Issued and 
Rated by Sector as at December 2005 
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periods (see Chart 3). Under this principle, the financier pur-
chases an asset from the issuer and sells it back to the same 
party at a premium. Besides ABBA, another popular Islamic 
PDS tool is the Murabahah concept, which caters for short to 
medium-term requirements. These two financing structures 
have dominated the local scene largely because they closely 
mirror conventional bonds in terms of cashflows and are easily 
understood by issuers and investors. Nevertheless, the Malay-
sian Islamic bond market has of late ventured into new innova-
tive structures, taking into account growing interest in Islamic 
papers from the Middle East as well as other countries.  
 

So why are Islamic bonds becoming increasingly popular? The 
advantages fundamentally lie in the structure of Islamic fi-
nance itself. Islamic bonds provide an avenue for Islamic inves-
tors to invest in Shariah compliant investments, thus guaran-
teeing access to a larger investor base, as well as providing 
potential lower pricing to issuers via the wider investor pool 
from the participation of large Islamic investors. In the interna-
tional foray, it is anticipated that global Islamic capital markets 
will be responsible for managing at least 50% of the total sav-
ing of Muslims worldwide in 8–10 years time.  
 
Nevertheless, like all financial mechanisms in the emerging 
stages of development, the Islamic industry poses some over-
reaching challenges. The main hurdle is in accessing long-term 
investors and ensuring sustainability of the Islamic industry. 
Further to this, creating a deep and liquid secondary market for 
Islamic instruments through the enhancing of risk manage-
ment tools and innovation of new products will ensure that 
standards remain adaptive and effective in riding the evolution-
ary waves of financial innovation. Establishing sizeable and 
organized institutions, ongoing research and development, as 
well as consensus amongst Islamic jurists and scholars on 
Shariah issues also remains an integral core of Islamic finance. 

2006 Islamic Debt Markets: New Challenges, New Frontiers 
By Baljeet Grewal  

Further prospects also exist for Islamic products in the areas of 
asset origination and asset management. Following on from 
the theme of innovation, structures that can be explored in-
clude the gradual shift to Istisnah, Ijarah and Salam based 
products, short-term oil and commodity linked products,  
equity/debt hybrids, as well as internationalizing distribution 
lines. Continuous research and development in the areas of 
product development can also enhance growth in Islamic eq-
uity funds, cultivate liquidity management of assets, as well as 
creating Shariah based equity benchmarks.  
 

 
2006 will be characterized as a year that will see an average of 
5.5% GDP growth for Malaysia with key sectoral drivers being 
the oil and gas industry, commodities and plantations. As such, 
the fundraising activities will also boast Shariah compliant 
structures that support activities in these key areas. 
 
The Malaysian bond market has thus far displayed exemplary 
growth with the onset of Islamic debt, which has further  
enhanced competitiveness and sophistication in the  
increasingly robust and competitive world of banking; thus 
contributing towards the resilience of the overall international 
financial architecture. 

Statistics include total of IPDS issued to date (matured and 
outstanding) 

Source: BNM/FAST, RAM, MARC, Aseambankers 
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Chart 3: Total Value of Islamic Corporate Bonds Issued and 
Rated by Financing Concept as at December 2005 

The author is Chief Economist and Head of Research at Aseam-
bankers Malaysia, the investment banking arm of Maybank.  
 
The information herein has been obtained from sources be-
lieved to be reliable but cannot be guaranteed. The views or 
opinions expressed are subject to change at any time. Neither 
the information nor any opinion expressed is to be construed 
as a solicitation for the purchase or sale of any securities. 
Aseambankers Malaysia does not assume any responsibility 
whatsoever in this respect. 

“The Malaysian Islamic bond mar-
ket has of late ventured into new 
innovative structures, taking into 
account growing interest in Islamic 
papers from the Middle East” 
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Liquidity Management Centre (LMC) was estab-
lished in July 2002 largely to facilitate Islamic  
financial institutions in managing their liquidity 
through short and medium-term liquid investment 
instruments which are compliant with Shariah prin-
ciples. Since its inception LMC has continued to be 
owned and strongly supported by four leading  
Islamic institutions in equal shares of 25%, 
namely: Bahrain Islamic Bank, Dubai Islamic Bank, 
Islamic Development Bank and Kuwait Finance 
House (Kuwait). Mr Aref A Kooheji is the current 
LMC Chairman and represents Dubai Islamic Bank 
on the LMC Board. 
 
LMC’s mandate has largely centered on the contribution to the  
development of a liquid secondary market in Islamically compli-
ant structured financing instruments – Sukuk. This mandate is 
an ongoing task for the Islamic finance industry as a whole and 
the depth/liquidity of the secondary market is largely corre-
lated to the volume of primary market issuances.  
 

Regulatory development in the region 
There have been a number of regulatory advances made 
across the GCC in 2005 in locations such as the UAE, Qatar 
and Kuwait, although LMC obviously remains most aware of its 
core regulation market in Bahrain. The Bahrain Monetary 
Agency has drafted and released the GCC’s first trust law which 
will assist the role of enforcement related to onshore trustee 
roles on both Sukuk and funds. Bahrain (along with other GCC 
markets) is also moving towards a “free trade” market, as  
evidenced by agreements recently concluded with the US. 
 
A number of jurisdictions have also moved on the finalization of 
their “freehold” property frameworks in order to attract a 
broader investment base into their rapidly expanding commer-
cial and residential property markets. 
 
On a more general note, LMC expects further pan-GCC  
advances to be made in the investment regulation/legal frame-
work. Such regulatory developments will help both LMC  
and other regional financial institutions in their business  

2005 from an Islamic  
Structured Financier’s  

Perspective 
By Dimitry Blasi 

of attracting a more diversified investor base. Investors will  
no doubt feel more comfortable with the greater transparency, 
standardization of disclosure and uniformity of market practice 
which results from developments in the investment  
regulation/legal framework. 
 

 
Regional economic highlights 
The Gulf region has continued to flourish from an economic 
perspective in 2005. Prevailing opinion appears to be that the 
strength in oil prices and continuing political stability has left 
sovereign entities, certain corporate institutions and certain 
high net worth individuals highly liquid. Business confidence is 
also running at levels above recent historical trends and there 
is a concerted focus on building all forms of infrastructure, 
projects and developments throughout the region. Some argue 
the case of an “overheating” or “bubble” market and others 
point to the fact that the region has a great deal of catch-up to 
play, given broad-based historical under-investment. The likely 
outcome from a market perspective probably lies somewhere 
between these two views, resulting in a moderation of growth 
to sustainable levels in the near future.  
 
From an LMC perspective, we have received a substantial 
amount of interest from the corporate and project development 
sector in terms of Sukuk financing. In some ways this has 
made the task of choosing the “best” transactions a somewhat 
more time pressured and fraught task. The benefit of such 
diversified interest from a technical perspective is that we are 
able to devise new structures, hence playing our role in push-
ing the boundaries of Sukuk development. Others in the Is-
lamic finance industry may also ascribe to the above views. 
 
Our primary market activity 
Announced global Sukuk issuances have now exceeded US$10 
billion, with LMC’s arranging share in excess of US$1 billion of 
the global figure. Activity appears to be accelerating given the 

About Liquidity Management Centre 

High-level commentary – the market environment  
in 2005 

“Announced global Sukuk  
issuances have now exceeded 
US$10 billion, with LMC’s arranging 
share in excess of US$1 billion of 
the global figure” 

Continued... 
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current highly liquid position in the GCC, as well as the estab-
lished popularity of the Sukuk instrument in the South-East 
Asian market (Malaysia, Indonesia, etc). 
 
It is also worth noting the increased involvement of conven-
tional banks through Islamic “windows”, Islamic subsidiaries or 
other forms of strategic partnerships with Islamic institutions. 
 

 
LMC expects the sovereign, quasi-sovereign and corporate 
Sukuk business volume to be sustained well into 2006, given 
drivers such as: 
 

• Sukuk having a proven track record and also the fact that  
they have established a degree of familiarity with a broad  
cross-section of the investment market. 

• The push to privatize or refinance governmental  
functions/agencies throughout the region (e.g. housing 
finance, provision of public housing, electricity, water  
services). 

• Other infrastructural projects serving the public interest 
(e.g. new roads, port facilities). 

• The investment liquidity provided by higher oil prices. 

• The ongoing political stability prevailing in the region. 
• Pan-GCC developments in the legal and regulatory frame-

works applicable to the investment markets. 
 

In 2005 LMC has had a multiple focus on: 
 

(1) The shorter maturity segment of the market through: 
 

(a) the continuing expansion of its monthly maturity short-
term Sukuk Centre Program – US$100 million as at 
the time of writing;  

(b)  the Lagoon City US$125 million Sukuk – 2 year tenor. 
 

(2) The longer maturity segment of the market through Sukuk  
such as: 

 

(a) Bukhatir Investments US$50 million Sukuk – 5 year 
tenor (under finalization); 

(b) Al Marfa’a Al Mali Sukuk US$134 million – 5 year 
tenor; 

(c) Commercial Real Estate Company US$100 million Su-
kuk – 5 year tenor; and 

(d) Durrat Al Bahrain US$152.5 million Sukuk – 5 year 
tenor.  

 

2005 from an Islamic Structured Financier’s Perspective  
By Dimitry Blasi 

The LMC believes that only by addressing all maturities simul-
taneously, hence developing a yield curve, can a truly liquid 
and transparent secondary market develop. 
 
Our secondary market development activities 
LMC has actively tried to facilitate the further development of 
the secondary market through a number of initiatives such as: 
 

• The “Bid/Offer Registration Service” which it launched on 
its public website in October 2005. This service is offered 
free of charge to any public domain users of the LMC  
website (www.lmcbahrain.com/bid-offer-table.asp). 

• The issuance of a global Sukuk table 
(www.lmcbahrain.com/Global-table.asp). 

• The establishment of LMC pages on Bloomberg (code 
“LMCS” and “Suku”). These pages have been jointly devel-
oped by LMC’s senior management in cooperation with 
Bloomberg. The joint intention is to provide subscribing 
investors with access to static Sukuk data and industry 
standard modelling functionalities for a broad array  
of Sukuk. 

 

 
More generally, there appears to be greater scope for secon-
dary trading given the diversity of Sukuk now offered in the 
marketplace. Trading volumes are still very low, although they 
are expected to continue to improve in 2006 and beyond. Obvi-
ously the secondary market still lacks in transparency some-
what, but this will change in the near future. LMC publishes any 
executed secondary market trades it has processed on its web-
site (www.lmcbahrain.com/trade.asp). 
 
In early 2006 LMC intends to launch jointly another secondary  
market development tool in conjunction with an established 
strategic partner. This is intended to benefit from the estab-
lished track record and systems knowledge attained on  
the conventional market side, thus minimizing costs and  
lead times. 

“Only by addressing all maturities 
simultaneously, hence developing  
a yield curve, can a truly liquid  
and transparent secondary  
market develop” 

 
 
 
 

The author is Head of the Structured Finance Group.  
Further queries can be directed to: info@lmcbahrain.com;  
Tel: +973 17541666; Fax: +973 17541124. 

“There appears to be greater scope 
for secondary trading given the  
diversity of Sukuk now offered in 
the marketplace” 
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JANUARY news briefs 
The IPO of Saudi Arabia’s state-owned National Company for  
Cooperative Insurance was announced to be oversubscribed 
11.5 times. 70% of the company’s shares were offered in a 
subscription valued at US$410 million. 
 
Doha Bank commented that its preparations to launch Islamic 
banking services were nearing completion. 
 
Dubai Islamic Bank was mandated as one of the lead arrang-
ers for the Islamic finance tranche of the US$530 million  
financing for Qatar Gas II – a US$12 billion joint venture Liquid 
Natural Gas project between Qatar Petroleum and Exxon Mobil 
Corporation. 
 
Indonesian Islamic bank Bank Syariah Mandiri announced its 
plans to maintain a rate of return of 6%–7% in 2005, slightly 
above that of conventional banks.  
 
Malaysian property developer Talam Corp confirmed it would 
raise US$39.47 million through Islamic securities Sukuk Al 
Ijarah via its subsidiary Ample Zone. Malaysian International 
Merchant Bankers would be the lead arranger and primary 
subscriber for the Sukuk.  
 
Bank Indonesia stated it would issue regulations on Shariah 
banks, including the minimum capital adequacy ratio that Is-
lamic banks must have in 2005. Bank Indonesia said the coun-
try’s Islamic banking assets were predicted to rise 70% to 
US$2.6 billion in 2005. 
 
The projected annual return on the January 2005 issue of 
US$25 million worth of 91-day Sukuk al Salam bonds – issued 
by Bahrain Monetary Agency on behalf of the Government – 
rose to 2.57%. The issue was three times oversubscribed and 
received bids worth US$75.24 million. 
 
The Islamic Financial Services Board signed a Technical Assis-
tance Agreement with both the Islamic Development Bank and 
Asian Development Bank to finance the development of inter-
national prudential standards for the Islamic financial services.  
 
The National Bank of Sharjah acted as lead syndicate with 
Emirates Islamic Bank for Kuwaits, Aayan and Mazaya Holdings 
in a US$335 million Murabahah facility. 
 
Mashreqbank announced it would create an Islamic financial 
institution to meet the region’s need for Shariah compliant 
financial instruments. The new entity would be a fully owned 
subsidiary of the bank, capitalized initially at US$54.46 million. 
 
The Dubai Department of Civil Aviation raised US$750 million 
through the world’s largest Sukuk issue to date.  
 
Emirates Airlines announced that more than 40% of the fund-
ing for its fleet expansion in the coming years would come via 
Shariah compliant financial instruments. 
 
Sudan’s Central Bank – Bank of Sudan – gave the green light 
for the establishment of the Emirates and Sudan Bank, which 
would have an authorized capital of US$200 million and would 
be headquartered in Khartoum. 

The US$2 billion Islamic bank announced by the Bahrain-based 
General Council for Islamic Banks and Financial Institutions 
was to be set up later in 2005. A series of roadshows in major 
Islamic countries would raise the capital. 
 
Saudi-based Islamic Development Bank was set to issue a 
second Islamic bond in the international markets, after its first 
bond sale raised US$400 million in 2003. The first bond, which 
will mature in 2008 and pays a 3.625% coupon, was priced to 
yield 60.8 basis points over the five-year US Treasury note. 
 
The UAE saw the birth of new Islamic financial institutions dur-
ing the past three years. The National Bank of Sharjah became 
the first conventional bank to be converted into an Islamic 
bank, under its new name of Sharjah Islamic Bank. This was 
followed by Middle East Bank, which changed itself into an 
Islamic entity with the new name of Emirates Islamic Bank. 
 
The Labuan International Financial Exchange expanded its 
offerings of Islamic investments with the primary listing of a 
US$350 million floating rate Sukuk Al Ijarah with a maturity of 
five years by Sarawak Corporate Sukuk Inc. 
 
The deal for the Durrat Al Bahrain Istisnah Ijarah US$120 mil-
lion Sukuk – which was oversubscribed by US$32.5 million – 
was sealed. Liquidity Management Centre and Kuwait Finance 
House arranged the issue, which was lead underwritten by 
Kuwait Finance House. 
 
The Bahrain-based Gulf Finance House opened subscriptions 
to its US$302 million private placement exercise to finance the 
first phase of its US$3.8 billion mixed use entertainment pro-
ject – Legends – in Dubai. 
 
Indonesia’s first Shariah-based mutual fund – the i-Hajj 
Shariah Fund – was launched by asset management and finan-
cial services firm Insight Investments Management. The com-
pany expected to sell one billion participation units at US$0.11 
each during the first three years of operation. 
 
Qatar Islamic Bank finalized an Istisnah contract for US$40.9  
million to finance the Al Jazeera Tower, a hotel and residential  
complex to be completed by August 2006.  
 
Pakistan sold US$600 million in US dollar-denominated Islamic 
bonds. The Pakistan Islamic bond was the fourth Islamic sover-
eign debt issue after Malaysia, Qatar and Bahrain. There were 
also three quasi-sovereign issues: for the state of Saxony-
Anhalt (Germany), the state of Sarawak (Malaysia) and Dubai. 
Lead managers Citigroup and HSBC sold the 5-year Sukuk at 
par to yield 220 basis points over the six-month LIBOR.  
 
Pakistan Central Bank State Bank of Pakistan announced 
plans to start an Islamic money market fund and a Shariah 
compliant money market. The Central Bank had paved the way 
for Islamic banking and on-site inspection of monetary transac-
tions of Islamic banking was carried out.  
 
Malaysia’s Syarikat Bekalan Air Selangor confirmed it would 
issue US$473.684 million in long-term Sukuk bonds by mid-
2005 to finance the replacement of old water pipes.  
 

Continued... 
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The net profit of UAE commercial bank First Gulf Bank doubled 
to US$66.7 million in 2004 from US$32.9 million in 2003. 
 
US-based Devon Bank would begin selling its Islamic home 
financing products to the investor in mortgages and Islamic 
home financing products, Freddie Mac. 
 
Norton Rose advised Dubai Islamic Bank in relation to the pur-
chase and Shariah compliant leasing of two Boeing 767 aircraft 
to Condor Flugdienst GmbH. The financing for the acquisition 
comprised a Shariah compliant structure integrating conven-
tional debt with Shariah compliant equity. 
 
The Dubai Financial Services Authority was admitted as an 
Associate Member of the Islamic Financial Services Board, an 
international standard setting body of the regulatory and super-
visory agencies. 
 
The Islamic Development Bank signed five agreements with 
Lebanon – extending a total of US$62 million in loans to the 
country. The loans were to finance projects overseen by the 
Lebanese Council for Development and Reconstruction, includ-
ing a highway, three hospitals and three health centres. 
 
Turkish Islamic banks, known as special finance houses, 
sought to secure borrowings of between US$5 billion and 
US$10 billion from the Gulf. 
 
Turkish mobile phone operator Turkcell secured a Murabahah 
loan of US$100 million and fuel retailer Petrol Ofisi received a 
US$92.5 million Islamic credit in 2004. Construction group 
Tepe-Akfen Vie, industrial conglomerate Zorlu and electronics 
maker Vestel also received Islamic loans in 2004.  
 
UAE’s National Bank of Sharjah reported a 16.4% year-on-year 
increase in net profit to US$19.4 million for 2004. The bank’s 
board of directors met to approve a change in the bank’s name 
and a rights issue to increase the bank’s paid-up capital to 
US$272 million.  
 
Saudi Arabia’s new Al Bilad Bank offered 30 million shares 
worth US$400 million, the equivalent to half its capital, in  
an IPO. 
 
The Islamic Bank of Brunei announced plans to offer Sukuk for 
local businesses.  
 
Amlak Finance recorded 300% growth in net profit for 2004. 
For the 9-month period ending the 30th September 2004, Am-
lak had earned a net profit of US$1.177 million.  
 
MOVES 
The Dubai International Financial Centre Authority announced 
the departure of CEO Naser Nabulsi.  
 
AMMB Holdings appointed Cheah Tek Kuang Group Managing 
Director.  
 
Mark Renton was appointed Head of Investment Banking, Asia 
Pacific at Citigroup Hong Kong.  
 
Datuk Dr Sheikh Awab Sheikh Abod was appointed President 
and CEO of Affin Merchant Bank.  

JANUARY news briefs (continued…) 
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FEBRUARY news briefs 
Malaysia’s CIMB, via its Labuan unit, was the only Asian invest-
ment bank among the four mandated by Saudi Arabia-based 
International Development Bank to sell its second round of 
US$500 million Sukuk issue.  
 
The Qatar Islamic Bank signed a US$23.907 million Istisnah 
contract for the construction of the Al Waseel Tower in the New 
West Bay Area within 18 months.  
 
National Bank of Sharjah changed its name to the Sharjah 
Islamic Bank, and increased its capital from US$105 million to 
US$270 million through a rights issue.  
 
RHB Capital incorporated its Islamic banking unit RHB Islamic 
Bank following approvals from Malyasia’s Minister of Finance 
and Minister of Domestic Trade and Consumer Affairs.  
 
The Metropolitan Insurance Company became the first and only 
insurance company in Ghana to design a savings and invest-
ment policy in accordance with Shariah laws, using the princi-
ples of Mudarabah and Takaful.  
 
Dubai Islamic Bank recorded a 43% rise in revenue to 
US$400.3 million in 2004. The Board of Directors recom-
mended a 20% cash dividend for shareholders. 
 
The expected annual return on the February 2005 issue of 
US$25 million worth of 91-day Bahraini Shariah compliant 
bonds Sukuk al-Salam issued by the Bahrain Monetary Agency 
climbed to 2.75%. The issue was oversubscribed by 339% and 
received bids worth US$84.75 million. 
 
Pakistan’s foreign exchange reserves reached US$12.75 billion 
following the transfer of proceeds from Sukuk worth US$600 
million and the disbursement of loans by donors.  
 
Bahrain Monetary Agency revealed its plans to issue Ijarah 
Sukuk worth US$70 million. This would be BMA’s 11th issue of 
Ijarah Sukuk, raising the total value of the Islamic leasing 
bonds issued by the Central Bank to US$1.13 billion.  
 
Malaysia’s Alliance Bank launched a new hybrid of Islamic fi-
nancing, the iWish Home Financing, which emphasized the 
Shariah principles of fairness, transparency and elimination of 
the element of interest in all transactions. The bank also re-
vealed plans to launch more Islamic banking products and 
services in 2005. 
  
Dubai Islamic Bank announced it had been appointed the sole 
underwriter for the joint venture company that was awarded the 
US$977.551 million Dubai International Airport Expansion  
Project (Phase II).  
 
The Bahrain-headquartered Gulf Finance House Commercial 
Bank launched two Shariah compliant, high-yield investment 
products. “Amlak” offered investors an opportunity to invest in 
Bahrain’s real estate market and the “Mudarabah Investment 
Account” offered liquidity as well as diversification of risk. 
 

Malaysia’s Second Finance Minister Tan Sri Nor Mohamed  
Yakcop said Malaysia was well placed to become an interna-
tional focal point for innovation in Islamic capital market prod-
ucts, but it had to capitalize on its first mover advantage in 
Islamic financing to establish the country as the centre for  
international Islamic capital markets.  
 
The UK’s Metropolitan Home Ownership undertook a pilot of its 
Shariah compliant Homebuy scheme, which gave tenants  
a discount to buy a home on the open market. It would work  
in association with Alburaq, Faith Regen UK, Devonshires  
Solicitors and the Housing Corporation to devise a model that 
could be rolled out across the sector.  
 
Gulf Finance House reported a full year consolidated net profit 
of US$56.9 million in 2004, an increase of 233% on 2003.  
 
Qatar Islamic Insurance Company announced net profits of 
US$11.1 million in 2004, an increase of 118.4%.  
 
Qatar Islamic Bank’s Board of Directors announced that the 
bank’s profit more than doubled in 2004, reaching US$83 mil-
lion, compared to US$39.84 million in 2003.  
 
Qatar National Bank announced it would open an Islamic bank-
ing division.  
 
The Islamic Bank of Britain officially launched its third branch 
in the UK on London Road in Leicester, adding to its existing 
branches in London and Birmingham.  
 
Emirates Islamic Bank joined Kuwait Investment Co, The Arab 
Investment Co, Amlak Finance, National Bank of Sharjah, Al 
Salam Bank (Sudan) and International Leasing & Investment 
Co to raise US$22.5 million through an Islamic lease agree-
ment for the Al Mowasat Hospital project in Kuwait. 
 
Bank Islam Malaysia’s General Manager of Consumer Banking 
Wan Ismail Wan Jusoh commented that the growth of Islamic 
banking in Malaysia would pick up rapidly with the entry of the 
three foreign banks that have obtained licences to operate fully 
fledged Islamic banks in Malaysia – Kuwait Finance House, a 
Qatar Islamic Bank-led consortium and Saudi Arabia’s Al-Rajhi 
Banking and Investment Corp. 
 
Islamic banking in Pakistan registered a growth of 25%–30% 
and five parties applied for Islamic banking licenses from the 
State Bank of Pakistan.  
 
The Islamic Development Bank’s Board of Executive Directors 
approved US$599 million in loans for a number of member 
countries and Muslim communities in non-member countries. 
 
First Islamic Investment Bank announced it had generated a 
net income of US$70.5 million for the year ended 31st Decem-
ber 2004, representing a 57% increase over the US$44.8 mil-
lion achieved in 2003.  
 

Continued... 
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Saudi Arabia’s commercial bank Arab National Bank launched 
a Shariah compliant housing finance scheme – Al Manzil Al 
Mubarak. Under the new service customers could purchase 
housing properties and make payments in monthly instalments 
over a period of up to 20 years.  
 
AMLAK Finance PJSC announced the launch of the US$75 mil-
lion AMLAK First Real Estate Fund, with a focus on investing in 
Dubai’s real estate market under the Shariah rules of Ijarah. 
 
MAAKL Mutual in Malaysia targeted its fund size to reach 
US$263.16 million by the end of the year, from the February 
level of US$118.42 million. 
 
Pakistan’s US$600 million first sovereign Islamic Sukuk issue, 
which was co-managed by Dubai Islamic Bank, received a tre-
mendous response from investors, with the floating rate trust 
certificate being oversubscribed by over US$1.2 billion. 
 
Abu Dhabi Islamic Bank, in collaboration with the International 
Islamic Bank of Qatar, concluded a US$25 million Ijarah deal 
with the Ministry of Islamic Affairs and Auqaf of Qatar to refi-
nance a 19-storey building owned by Al Auqaf.  
 
Pakistan’s Export Promotion Bureau announced it would pro-
vide a complimentary sectoral consultancy service to bankers 
to enhance their understanding of Islamic modes of financing 
for exporters. 
 
International law firm Norton Rose advised the finance parties 
on the US$1.011 billion multi-sourced financing for govern-
ment-owned Bahrain Petroleum Company. The financing pack-
age included an Islamic lease facility of US$330 million and 
would be used for the upgrading of Bahrain’s oil refinery. 

FEBRUARY news briefs (continued…) 

 Bahrain’s Finance Minister Shaikh Ahmed bin Mohammed Al 
Khalifa said Islamic financial institutions achieved great results 
in recent years, proving the viability of Shariah compliant busi-
ness models.  
 
Lloyds TSB launched an Islamic current account to cater to the 
banking needs of the UK’s 2 million Muslims. 
 
Al-Zamin Leasing Modaraba confirmed that it was seeking  
approval to convert to an Islamic bank with a paid-up capital of 
US$33.6 million, after securing approval from the State  
Bank of Pakistan and Securities and Exchange Commission of 
Pakistan, in collaboration with Saudi Bashair Holding Co. 
 
The US University Bank’s Islamic banking division was named 
an “Islamic Friendly Lender,” one of just three US banks to 
obtain the title. The other two were Devon Bank and HSBC.  
 
MOVES 
Citigroup stalwart Datuk Noorazman A Aziz resigned from his 
Citibank post to become the Managing Director of Bank Islam 
Malaysia. 
 
Mohd Willieuddin Lim Bin Johan Lim joined CIMB as an Associ-
ate Director in the CIMB Islamic Department.  
 
Zailani Bin Mahmud and Abdul Ghani Bin Endut were  
appointed managers in the CIMB Islamic Department.  
 
Hesham Mohamed Mahmoud was appointed as Assistant  
General Manager, Head of Marketing at ABC Islamic Bank. 

 
 
 
 
     WALKERS ADD 
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MARCH news briefs 
Indonesia’s Islamic banking industry was expected to expand 
by more than two-thirds in 2005, as more consumers and  
businesses in a country with the world’s largest Muslim  
population sought to follow the religion’s financial tenets. Bank 
Indonesia expected Islamic banking assets to reach US$2.6 
billion in 2005. 
 
Dubai Bank announced it would introduce Islamic products 
soon, on the back of strong growth last year.  
 
The Monetary Authority of Singapore stated it would not be 
introducing a new banking act to govern the operations of  
Islamic banks and financial institutions. 
 
Emirates Islamic Bank signed a Bank Master Policy with the 
Islamic Corporation for the Insurance of Investment and Export 
Credit, which enabled it to benefit from cover against default of 
payment, whether because of commercial or political risk. 
 
The banking licence of RHB Bank’s Islamic banking arm RHB 
Islamic Bank became effective on the 1st March and it started 
operations on the 16th March, with its own capital base and 
balance sheet as licenced by Bank Negara Malaysia. RHB Bank 
also received the nod to start negotiations with Dallah Albaraka 
Group of Saudi Arabia for equity participation in RHB  
Islamic Bank. 
 
A US$79.5 million issue of Ijarah Sukuk placed by the Bahrain 
Monetary Agency was oversubscribed by more than 50%.  
Subscriptions worth US$121.01 million were received for the  
5-year issue. 
 
Qatar’s Emirates Islamic Bank announced plans to issue 
US$350 million in local Sukuk on behalf of a number of  
Emirates-based companies, including Dubai Investment, United 
for Real Estate and Amlak.  
 
Abu Dhabi’s Union National Bank applied to the Central Bank 
to set up a US$136 million Islamic finance company with capi-
tal raised through an IPO. 
 
Malaysia further liberalized its banking sector by allowing  
foreigners to acquire up to a 49% stake in Islamic banking sub-
sidiaries of local banking groups. The move was to strengthen 
the international links of Islamic banks and help Malaysia to 
become a regional hub for Islamic financial services. 
 
Gulf Finance House announced its distribution of a dividend of 
30% to shareholders, by way of 23% cash and 7% shares. The 
Bahrain-based Islamic finance group had reported a 233% rise 
in profits for 2004. 
 
Jimah Energy Ventures revealed plans to sell more than 
US$1.306 billion of Islamic bonds by June to build a coal-fired 
plant. The sale was hailed as Malaysia’s biggest bond issue  
in 2005.  
 
The Board of Directors of Bahrain’s Shamil Bank proposed the 
payment of a total US$19.4 million as a cash dividend for 
2004, equal to 8.5% of the bank’s paid-up capital.  
 
The Dubai Metals and Commodities Centre announced a 
US$200 million gold-related Islamic financing project. Dubai 
Islamic Bank was mandated lead arranger and joint lead man-
ager with Standard Bank.  

New Bahrain Monetary Agency Governor Rasheed Al Maraj 
urged Islamic financial institutions in the Gulf to gear up for 
fierce competition from international counterparts; to standard-
ize contracts and market practices; and increase consistency in 
documentation and disclosures to ensure market transparency 
and investor confidence. 
 
Prudential Unit Trusts launched a new Islamic bond fund called 
the PRUdana wafi, a Shariah based fund with stable income 
returns.  
 
The National Investor signed a US$5.172 million deal for  
the Emirates Real Estate Fund with Al Ahmadain General  
Contracting Co. 
 
Gulf Investment House and Dubai Islamic Bank were amongst 
the Emirates and Gulf financial and banking corporations  
involved in establishing the Islamic Al Madaen Real Estate 
Company with US$262.264 million capital. 
 
Volaw Trust Company announced that the Jersey Financial 
Services Commission gave approval for a newly incorporated 
Jersey company to issue US$26 million of Sukuk. This took 
place as a delegation from Jersey Finance visited Bahrain, Abu 
Dhabi and Dubai.  
 
RHB Islamic Bank officially opened for business on the 16th 
March, making it the first Islamic banking window operation to 
become a stand-alone Islamic bank in Malaysia. 
 
The Islamic Financial Services Board released for consultation 
two Exposure Drafts: “Guiding Principles of Risk Management” 
and “Capital Adequacy Standard for Institutions (other than 
insurance institutions) offering only Islamic financial services” 
to address the prudential and supervisory issues relating to the 
specificities of the structure and content of Shariah compliant 
products and services. 
 
HSBC Amanah concluded a successful US$600 million 5-year 
international Sukuk issue for Pakistan. HSBC and Citigroup 
acted as joint lead managers and joint bookrunners for the 
issue, which had a good response from investors, who submit-
ted orders of around US$1.2 billion.  
 
Bank Syariah Mega Indonesia announced plans to open 16 
branches throughout the country in 2005, following the open-
ing of three branches in Jakarta and Bandung in March. 
 
Malaysia’s RHB Capital announced that the Dow Jones–RHB 
Islamic Malaysia Index would be launched in June 2005, in 
conjunction with Dow Jones & Company. The new co-branded 
Islamic Index, using Dow Jones’ methodology, was to promote 
the development of Islamic products and services worldwide 
and replace the existing RHB Islamic Index.  
 
ART Marine teamed up with Islamic finance company AMLAK 
Finance PJSC to offer Islamic financing facilities to buyers of 
their yachts. 
 
A report was published by the international credit rating agency 
Standard & Poor’s which stressed that Islamic banking has 
emerged as a unique differentiation strategy for Gulf financial 
institutions by focusing as a niche segment or market.  
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Indonesia’s largest Islamic bank, Bank Syariah Mandiri, re-
corded a 145% increase in Shariah financing to US$564 mil-
lion in 2004. Most of the financing was for the retail sector, 
including the consumption sector.  
 
It was revealed that Saudi Arabia’s first timeshare property – 
the Zam Zam Tower Complex – would be funded by Shariah 
compliant financing: Sukuk Al Ijarah and Sukuk Al Intifaa or 
timeshare bond.  
 
Abu Dhabi Islamic Bank’s profits included a reported doubling 
in income from Murahabah, Ijarah and other Islamic financing 
from US$41.61 million to US$100.84 million.  
 
HSBC Amanah’s Finance Chief Executive Iqbal Khan stated 
that some Gulf Arab and Asian governments were beginning to 
diversify reserves into Islamic financial assets, but a shortage 
of Islamic sovereign bonds will slow the process.  
 
Chief of the Islamic Banking Section of Standard Chartered 
Bank, Mohammad Imran, commented that the Islamic banking 
system had made its inroads into 15 non-Muslim countries 
including the US, Canada, Switzerland, Britain and Australia, as 
well as 27 Muslim countries. 
 
Affin Bank obtained approval to undertake Islamic banking 
business via a new subsidiary.  
 
UAE’s Sharjah Islamic Bank announced its target Emiratization 
rate of 50% by 2007, up from its current Emiratization rate of 
39%. In order to meet this target the bank tailored an  
18-month Professional Islamic Banker program covering all 
aspects of Islamic banking.  
 

MARCH news briefs (continued…) 

Saudi Arabia’s new Islamic bank, Bank AlBilad, announced 
plans to open branches in the second half of the year and 
launch the Kingdom’s first Islamic bond in 2006.  
 
Bahrain’s First Islamic Investment Bank changed its name to 
Arcapita Bank effective from the 15th March.  
 
The Islamic Bank of Brunei announced it would give fellowship 
awards in Islamic banking and finance known as IBB fellow-
ships at the Universiti Brunei Darussalam.  
 
MOVES 
 
Mustafa Hussain joined Taylor Wessing as an Associate.  
 
Phillip Thorpe was appointed Chairman and CEO of the Qatar 
Financial Centre Regulatory Authority. 
 
Deepak Sharma was appointed CEO, Citigroup Global Wealth 
Management, Asia-Pacific & Middle East. 
 
Gulf Finance House appointed Dr Ala’a Al-Yousuf as Chief 
Economist. 
 
Saad Abdul Razak succeeded Butti Al Falasy as the new CEO of 
Dubai Islamic Bank. 
 
Dr Haider Majali was appointed Corporate Secretary and Gen-
eral Counsel of Gulf Finance House.  
 
Lord Home, son of former British Prime Minister Sir Alec  
Douglas Home, was appointed to the Board of the Dubai  
Financial Services Authority. 

 
 
 
 
      CALYX 
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APRIL news briefs 
Malaysian Time Engineering’s US$149.1 million Islamic serial 
bonds were sold at yields between 2.90% and 4.25% for tenors 
of one to five years. The first ever private sector Islamic issue 
securitizing receivables from the Malaysian government was 
fully subscribed. 
 
Malaysia’s Bumiputra-Commerce Bank confirmed it would com-
mence operations of its Islamic banking business – Commerce 
Tijari Bank – in the second quarter of 2005. 
 
Bahrain-based Gulf Finance House formed a partnership with 
Deutsche Bank in a foreign exchange hedging deal worth over 
US$39.4 million. The Islamic FX Option was developed by 
Deutsche Bank. 
 
The AGM of the shareholders of Emirates Bank International 
approved the board’s recommendation to pay a 20% dividend 
and a bonus issue of one ordinary share per four ordinary 
shares. The bank reported a net profit increase of 57.3% in 
2004. 
 
Pakistan’s Bank of Khyber stated that it could help to generate 
new jobs and alleviate poverty by evolving the best modus op-
erandi in micro financing under Islamic banking. 
 
The State Bank of Pakistan issued an Islamic banking licence 
to Bank Islami Pakistan, making it the third fully fledged Islamic 
bank in the country. It was jointly launched by the DCD Group 
UK and Jahangir Siddiqui and Company. 
 
Bank Islam Malaysia expressed its confidence that 50,000 of 
its customers would use SMS for banking transactions within 
the first year of its introduction. 
 
Bank Negara Malaysia’s 2004 Annual Report outlined that the 
guidelines to strengthen the Shariah committees of Islamic 
financial institutions – effective from the 1st April – aim to 
achieve uniformity of Shariah decisions. 
 
Bank Islam Malaysia announced its plans to adopt a two-
pronged strategy to maintain its market share in the consumer 
market in the face of intense competition from new players in 
the Islamic banking sector. The strategies involved leveraging 
on its IT platform and increasing its physical presence. 
 
The Dubai Islamic Bank announced it plans to start operations 
in Pakistan with an initial capital of US$100 million and five 
branches, increasing to a possible 30 within three years. 
 
Emirates Islamic Bank revealed plans to open three new 
branches in Abu Dhabi, Ajman and Dubai during 2005. 
 
Malaysia’s Boustead Holding announced an asset backed se-
curitization program, involving the issuance of Sukuk Al Ijarah 
papers amounting to US$201.7 million. 
 
The Bahrain Monetary Agency issued the second volume of its 
five-part BMA Rulebook, which applied to Islamic banks, con-
solidating all regulations currently applicable to Islamic full 
commercial banks, offshore banking units and investment 
banks. 
 
Doha Bank’s AGM approved the offering of Islamic banking 
services and business by the bank.  

Dubai Islamic Bank confirmed its interest in pursuing opportu-
nities in Syria by sending a delegation of top officials to Bintex 
2005, the country’s main specialist exhibition for its banks, 
insurance companies, and stock market. 
 
Benchmark figures for the Islamic finance industry were re-
leased, showing that the 2004 Islamic bond market charted a 
300% growth from US$1.9 billion in 2003 to over US$6.7 bil-
lion in 2004. 
 
Bank Negara Malaysia stated that total Islamic banking depos-
its grew moderately by 21% to US$19.18 billion at the end of 
2004. Excess liquidity was absorbed via the issuance of 
US$1.34 billion worth of Government and Bank Negara Islamic 
papers.   
 
The British Government’s budget announced that Corporation 
Tax, Income Tax and Capital Gains Tax rules would be changed, 
allowing the Islamic equivalents of loans and deposit accounts 
– based on Murabahah and Mudarabah contracts – to receive 
the same tax treatment as conventional banking products. The 
budget also removed multiple payments of Stamp Duty Land 
Tax on Shariah compliant mortgages through the creation of a 
diminishing Musharakah. 
 
The UAE and Malaysia signed a MoU for exchange of informa-
tion and expertise on securities and reciprocal listing of Sukuk, 
stocks and shares on each other’s stock markets. 
 
Senai Desaru Expressway, a highway operator in Malaysia, 
announced plans to offer US$263.12 million in Sukuk by June 
to finance highway construction. The bonds would be issued in 
several tranches with tenures of up to 21 years. 
 
Saudi Electricity Co proposed to shareholders the amendment 
of company bylaws to allow for the issuance of Islamic bonds. 
 
Singapore regulators took a number of measures to position 
the country as a strong player in the global Islamic system, 
including applying to become a full member of the Islamic Fi-
nancial Services Board. 
 
UAE commercial bank Union National Bank stated that it ex-
pected to open the IPO of its proposed Islamic finance com-
pany within the next two to three months. The IPO would offer 
55% of the new Al Wefaq Islamic Finance Company’s capital of 
US$136.1 million. 
 
UK bank Lloyds TSB launched its debut Shariah compliant Is-
lamic home finance scheme. It used and co-branded the off-
the-shelf Alburaq Home Financing Scheme based on the dimin-
ishing Musharakah contract. 
 
Al Tawfeek introduced a Shariah compliant fund to be opened 
for one month with a target capital of US$500 million. 
 
Lloyds TSB continued the expansion of its pilot scheme to offer 
Islamic financial products by introducing Shariah compliant 
products to its Southampton branch. 
 
Indian financial services company Parsoli Corporation an-
nounced it was in talks with the National Stock Exchange to 
launch an Islamic equity index. 

Continued... 
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The consolidated balance sheet of Bahrain’s Islamic banks fell 
to US$5.818 billion at the end of February from US$5.434 
billion at the end of December 2004, Bahrain Monetary Agency 
statistics showed. 
 
Boubyan Bank signed a deal to acquire a 20% stake in Bank 
Muamalat Indonesia, which controlled nearly half of the coun-
try’s Islamic banking sector. 
 
President Director of Bank Rakyat Indonesia – Rudjito – re-
vealed that the Indonesian public needed educating in Islamic 
banking, as although the majority of people knew that commer-
cial banking models were against Islamic teachings, not many 
had an adequate understanding of Shariah banking. 
 
Dubai Islamic Bank announced a 71% increase in its first quar-
ter profits to US$83.04 million. Total revenue witnessed a re-
cord growth of 63% reaching US$112.17 million.  
 
The International Islamic Centre for Reconciliation and Com-
mercial Arbitration for the Islamic Finance Industry was 
launched in Dubai. Funded jointly by the UAE and the Islamic 
Development Bank, the centre would settle financial and com-
mercial disputes between Islamic financial institutions. 
 
Bahrain’s Noriba Bank, the Shariah compliant subsidiary of 
Switzerland’s UBS Group, sold its first real estate investment 
portfolio in the US.  
 
Malaysia’s Windsor Trade announced its intention to build and 
operate an integrated barter trade terminal financed through a 
hybrid structure: 80% of the project cost would be financed by 
an Islamic bond issue and 20% would be through an equity 
injection by new investors.  
 
Malaysian toll operator Konsortium Butterworth-Kulim  
announced plans to issue Secured Bai Bithaman Ajil Islamic 
Debt Securities worth up to US$65 million. 
 
The Islamic Financial Services Board convened its Third  
General Assembly and the Sixth Council Meeting in Tehran, 
hosted by the Central Bank of Iran. The council approved the 
application of the Monetary Authority of Singapore to be  
upgraded to a full member and admitted Banque du Liban as 
an associate member.  
 
The shareholders’ meeting of Qatar Islamic Bank approved a 
revised 70% bonus issue for 2004. Based on this decision, the 
bank raised its capital to US$174 million.  
 
The Islamic Development Bank, in collaboration with a number 
of banks, arranged a financing package for Pakistan’s oil  
imports. The US$600 million loan included a US$100 million 
Mudarabah facility.  
 
It was revealed that Malaysia’s Jimah Energy Venture expected 
to launch an Islamic serial bond later in April that could be the 
biggest debt issue in Malaysia in 2005. The bond would be 
worth about US$1.32 billion and would be used to partly  
finance a power plant. 
 
President of the Islamic Bank of Thailand Anant Tangtatswas 
said the bank hoped to attract mosques to become long-term 
deposit customers. 

Malaysia’s AmBank announced that Bank Negara Malaysia had  
approved the launch of a loan product based on the fluctuating 
Islamic Ijarah structure. AmBank also revealed the introduction 
of an overdraft facility known as I-Cash which could be tied to 
the Islamic credit card facility known as Al-Taslif.  
 
Dubai Islamic Bank inaugurated its first representative office in 
Turkey. 
 
SESDAQ aspirant System Access, a Singapore banking soft-
ware solutions provider, revealed its expansion plans into the 
Islamic banking sector in 2005. It would issue 80 million new 
shares in a proposed IPO. 
 
UAE commercial bank National Bank of Fujairah submitted a 
request to the UAE Central Bank for the establishment of a new 
Islamic finance company with a capital of US$136.1 million. 
 
UAE Central Bank Governor revealed it had seven licences for 
Islamic finance companies pending. He also revealed that 
Swiss and Dutch banks had been awarded licences to operate 
in the UAE, although he did not name them.  
 
Deutsche Bank announced it would hold a series of educa-
tional seminars throughout the Middle East to highlight the 
need for greater innovation in the Islamic finance sector. Lead-
ing Islamic scholars from the Dar Al Istithmar would explain the 
role of innovation in developing new Shariah compliant prod-
ucts. 
 
Saudi Arabian real estate company Rikaz and Shamil Bank of 
Bahrain, the Islamic commercial and investment bank, an-
nounced the launch of the US$124.2 million Royal Amwaj Real 
Estate Development Fund, the first Saudi riyal denominated, 
Shariah compliant, regulated real estate development fund. 
 
The April 2005 issue of US$25 million worth of 91-day Bahraini 
Shariah compliant bonds Sukuk al Salam was oversubscribed, 
receiving bids worth US$80.31 million. The bonds were issued 
by the Bahrain Monetary Agency on behalf of the Government.  
 
Bangladesh’s Islamic Shahjalal Bank announced it was all set 
to launch IPOs worth US$14.75 million by the end of this year 
on the back of deposit and investment growth. The bank ap-
plied to the Bangladesh Bank to open four more branches. 
 
Shareholders of Kuwaiti A’ayan unanimously voted to authorize 
the board of directors to issue US$20 million worth of Islamic 
bonds. They also approved the company’s capital being in-
creased to US$97.7 million. 
 
MOVES 
The Board of the Dubai Financial Services Authority announced 
the appointment of David Knott as its new CEO. 
 
Gary Millar was appointed as Personal Banking Manager of 
Lloyds TSB. 
 
Anthony Fasso was appointed Regional Director of AXA Invest-
ment Managers and AXA Rosenberg.  
 
Mohsin Nathani was named as Citigroup’s new CEO and  
Managing Director of Citi Islamic Investment Bank. 
 
Mohamed Ali Al Abbar was elected Chairman of the Board of Al 
Salam Bank. 
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MAY news briefs 
The Syrian government approved the draft Islamic Banking 
Law, which limited foreign ownership of Islamic financial insti-
tutions to 49% and required them to have a minimum capital of 
US$95.77 million, as opposed to US$28.73 million for non-
Islamic banks. 
 

Malaysia’s Finance Ministry said the issuance of Islamic bank-
ing licences would not affect the government’s policy to encour-
age consolidation in the domestic banking sector. Licences 
were issued to existing banking groups and did not involve 
setting up new banks. 
 

Bangladesh Bank announced it would soon produce a set of 
policies and guidelines for an Islamic banking system.  
 

It was announced that the first Islamic Finance Summer School 
would be held between the 23rd and 26th August 2005 in 
Davos, Switzerland. The venture was organized by Davos Man-
agement Institute, a newly formed joint venture between the 
AIAK Group and REDMoney. 
 

The World Bank issued US$200 million Islamic debt securities, 
its first Islamic bond issuance in any market.  
 

It was reported that a group of Omani businessmen were draw-
ing up a business plan for an Islamic bank in the country. 
 

Hong Leong Bank formalized the transfer of its Islamic banking 
business to Hong Leong Islamic Bank from the 1st July, signing 
a sale and purchase agreement for the transfer. 
 

Faisal Islamic Bank of Egypt registered a 350% surge in net 
profits to US$3.1 million for the first quarter of 2005.  
 

Bahrain-based Albaraka Banking Group unveiled plans to set 
up a European Islamic bank with a capital of US$200 million. 
The London-based bank would offer the entire portfolio of 
Shariah compliant financing services to customers in all EU 
member states.  
 

Indian-based financial services firm Parsoli Corporation initi-
ated talks with housing finance companies in a bid to launch a 
Shariah compliant housing finance scheme. 
 

The Kuala Lumpur Regional Centre for Arbitration offered to 
conduct arbitration for Islamic banking disputes.  
 

The Islamic Bank of Britain said it expected to open three more 
branches in the UK.  
 

Three licence applications for new Islamic banks were submit-
ted to regulatory authorities in the UK, Canada, and Kenya, all 
seeking the expertise of the UK’s Financial Services Authority. 
 

Saudi Arabia’s Riyad Bank opened seven Islamic banking 
branches: three in Jeddah and four in Mecca.  
 

Lloyds TSB announced plans to extend its Islamic financial 
services to a branch in Aldgate East, the second branch in Lon-
don to offer Islamic current accounts and mortgages. 
 

South Africa’s Wesbank saw a phenomenal increase in the 
demand for Islamic financing. Wesbank’s Islamic Finance was 
launched in May 2004 and the value of deals on its books in 
May stood at US$16.38 million, far exceeding original esti-
mates of US$7.37 million. 
 
OCBC Bank, the first foreign Asian bank in Malaysia to offer 
Islamic banking services, announced plans to launch more 
products. 
  

A fully underwritten US$100 million issue of Islamic Ijarah Su-
kuk for the Kuwaiti Commercial Real Estate Company opened 
for subscription, Kuwait’s first Sukuk. 
 

Commercialbank launched an Islamic banking window – Al 
Safa Islamic Banking. 
 

Bahrain Islamic Bank opened its 12th branch in Bahrain. The 
new Budaiya branch was the final branch to be opened under 
the bank’s expansion strategy.  
 

Bahrain Islamic Bank revealed plans to become a shareholder 
in a new Shariah compliant investment company, to be set up 
with a capital of US$50 million.  
 

There was a positive response to the Dubai Metals and Com-
modities Centre’s gold Sukuk, with the expectation being that it 
would be heavily oversubscribed. 
 

The Qatar International Islamic Bank achieved a record net 
profit of US$12.5 million for the first quarter of 2005, an in-
crease of 132% year-on-year. 
 

European Islamic Investment Bank announced that it intended 
to apply for authorization to the UK’s Financial Services Author-
ity by the end of May. 
 

The Dubai Department of Civil Aviation’s US$1 billion Sukuk al 
Ijarah issue was listed on the Dubai Financial Market. The pro-
ceeds from the issue, the world’s largest Sukuk to date, were 
used to fund the expansion of Dubai International Airport. 
 

Commerce Tijari Bank, the new wholly owned Islamic banking 
unit of Bumiputra-Commerce Bank, announced its intention to 
set up operations in the Middle East in 2006.  
 

Abu Dhabi Commercial Bank, ABCIB Islamic Asset Manage-
ment and ABC Islamic Bank agreed to act as joint underwriters 
and placement agents for a US$26 million corporate Sukuk 
issue by Al Safeena I.  
 

Deutsche Bank and Abu Dhabi Commercial Bank completed a 
Shariah compliant transaction linked to a basket of commodi-
ties for high net worth clients. 
 

The US$100 million issue of Ijarah Sukuk for Bahrain-based 
Commercial Real Estate Sukuk Company was oversubscribed 
by 133%. 
 

It was expected by the Malaysian government that Kuwait Fi-
nance House would be the first foreign financial institution to 
conduct Islamic banking business in Malaysia.  
 

Bank Islam was entrusted by the Malaysian government to 
spearhead the advancement of Islamic banking and Islamic 
financial services. The bank’s growth from a modest bank to 
one of Malaysia’s biggest created interest from others in the 
country and abroad to learn its system. 
 

Singapore’s property developer CapitaLand teamed up with 
Islamic banking group Arcapita to invest in a Japanese property 
joint venture.  
 

Indonesia’s first Islamic bank, Bank Muamalat Indonesia, 
stated it was planning a rights issue to raise US$42.5 million  
in funds, which would be used to improve its capital adequacy 
ratio. 
 

Standard Chartered Bank Malaysia stated it may set up a fully 
fledged Islamic banking subsidiary if its total Islamic assets 
reached a base of 11% from the current 2%.  
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Bank Permata Syariah set a target of lending US$24.46 million 
in 2005. The bank also revealed plans to open seven new 
branch offices in Java. 
 

Qatar Islamic Bank signed an Istisnah agreement to partially 
finance the establishment of a US$43.1 million tower in Doha. 
 

Bahrain’s Islamic Al Amin Bank announced plans to extend an 
Ijarah facility to the Bahraini real estate investment company 
Aqari to finance the purchase of residential buildings worth a 
total of US$10.5 million.  
 

Malaysia’s Commerce Tijari Bank, the wholly owned Islamic 
banking unit of Bumiputra-Commerce Bank Group launched on 
the 15th April, revealed a modest target contribution of 2% to 
the group’s earnings in the first year of its launch. 
 

Faisal Islamic Bank of Egypt announced its 2005 first quarter 
results, reporting net profits of US$3.1 million, a 4.5 times 
increase on 2004.  
 

The Albaraka Banking Group was officially launched. 
 

OCBC Bank (Malaysia) lead arranged Rimbunan Hijau Group’s 
first Islamic securities issuance of up to US$37.63 million. 
 

Malaysian healthcare company Pharmaniaga announced it 
would raise US$26.32 million from the sale of an Islamic MTN 
Program of up to US$15.79 million and an Islamic CP Program 
of up to US$10.53 million. 
 

CIMB announced it would offer Islamic bond issuers and inves-
tors a Shariah compliant way to hedge against interest rate 
fluctuations with its profit-rate swap, which would use income 
from assets to make payments in line with the income from 
interest rate swaps. 
 

HSBC Malaysia disclosed its aim for Islamic banking to account 
for 15% of its total customer assets by the end of 2007.  
 

Bank Negara Malaysia announced it may issue a second global 
Sukuk, following the US$600 million global Sukuk it launched 
in 2002.  
 

Islamic Salam Bank opened for business in Khartoum, Sudan 
with a capital of US$100 million. 
 

Qatar International Islamic Bank stated it had applied to set up 
operations in Damascus, Syria.  
 

NTUC Income launched a new Islamic fund called the Amanah 
Islamic Fund. It was the largest Islamic fund in Singapore 
(worth US$180.93 million) and marked the first time Islamic 
bonds were available in Singapore.  
 

Emirates announced that it planned to issue its maiden Sukuk 
in June with a seven-year tenor. Dubai Islamic Bank was ap-
pointed mandated lead manager and joint book runner along 
with HSBC and Standard Chartered Bank.  
 

Malaysia’s Jimah Energy Ventures raised US$106.6 million 
from the sale of Sukuk to fund its expansion plans. 
 

The UK parliament discussed a Bill that would potentially influ-
ence the regulation of Islamic mortgages. If approved, the 
Regulation of Financial Services (Land Transactions) Bill would 
enable the Financial Services Authority to fully regulate Islamic 
mortgages.  
 

Kuwait Finance House (Malaysia) revealed its plans to enter 
the Malaysian banking sector in the third quarter of 2005 with 
an initial paid-up capital investment of US$100 million.  

Bahrain’s Shamil Bank announced plans to launch a new Is-
lamic product for personal financing by the end of 2005. 
 

Saudi Arabia’s National Commercial Bank converted over 90% 
of its retail branches to Islamic banking and announced it 
would complete the process by the end of 2005. 
 

Emirates Islamic Bank made its debut on the Dubai Financial 
Market. 
 

Emirates Islamic Bank signed a syndicated Murabahah facility 
totalling US$30.5 million with an Iranian steel manufacturer to 
finance the purchase of raw materials. 
 

The total assets of Turkish Islamic banks would increase by 
400% to US$26 billion by 2014, the Union of Special Finance 
Institutions stated.  
 

Malaysia’s Hytex Integrated obtained Securities Commission 
approval for its proposed issue of US$26.32 million of Muraba-
hah underwritten notes facility and Islamic MTNs.  
 

Bahrain-based Liquidity Management Centre and the Bahrain 
Financial Harbour Holding Company opened a Sukuk to finance 
the US$270 million Finance Centre.  
 

United National Bank submitted a request to the Abu Dhabi 
Economy and Infrastructure Ministry to set up an Islamic mort-
gage company. 
 

Deutsche Bank announced plans to start its first hedge fund 
for Muslim investors, the Islamic HF Tracker. 
 

The Bahrain Monetary Agency stated the sovereign Islamic 
Sukuk market in the Gulf region grew to US$4 billion at the end 
of 2004. 
 

MOVES 
 

Stuart Pearce was appointed CEO of the Qatar Financial Centre 
Authority. 
 

The Dubai Financial Services Authority appointed David Knott 
as its new CEO.  
 

Lester Wynne-Jones was appointed as Regional Head of Per-
sonal Financial Services at HSBC Middle East.  
 

Christian Mouchbahani was appointed Head of Corporate Fi-
nance and Management Board Member of Dubai Bank. 
 

Saleh Mohammed Ibrahim Al Jaidah was appointed General 
Manager of the Qatar Islamic Bank. 
 

Five senior regulators at Dubai’s Financial Services Authority 
tendered their resignation to join the Qatar Financial Centre: 
James Orchard, Managing Director for enforcement; Jay Peru-
mal, Chief Financial Officer; Steve Liley and Steve Cemm, Man-
agers at the Authorization Department; and Vanessa Read, 
Senior Manager in the Supervision Department. 
 

Jilal Alvi succeeded Abdul Rais Abdul Majid as CEO of the Inter-
national Islamic Financial Market. 
 

Kenneth Borda was appointed CEO for the Middle East and 
North Africa of Deutsche Bank. 
 
 

Professor Bala Shanmugam was appointed to the Board of 
RHB Bank. 
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JUNE news briefs 
Dr Umer Chapra, Research Advisor to the Islamic Development 
Bank, disclosed that the Federal Reserve Bank had been 
granted permission to start Islamic banking in the US. 
 
Malaysia’s Edaran Komputer announced plans to redeem its 
outstanding Murabahah MTNs of US$1.32 million on the 14th 
June and subsequently cancel the entire US$26.32 million 
Murabahah CP/MTN facility on the 28th June. 
 
Malaysia’s Projek Lebuhraya Utara–Selatan signed a facility 
agreement with CIMB for the issuance of US$634.21 million 
nominal value zero-coupon serial Islamic bonds in order to 
raise US$276.3 million. 
  
First Gulf Bank awaited Bank Negara Malaysia approval for it to 
offer a range of Islamic banking products through a separate 
company. 
 
Indonesia’s Bank Permata Syariah revealed it disbursed some 
US$2.61 million of loans so far this year. 
 
Iran and the Islamic Development Bank reviewed bilateral co-
operation, the latest developments in the world economy and 
promotion of economic co-operation among Islamic states, at a 
meeting held in Jeddah. 
 
Shariah compliant investment firm Idafa Investment Pvt re-
leased a list of 500 Shariah compliant companies listed on the 
Bombay Stock Exchange. 
 
The UK’s Securities and Investment Institute and Franco-
Lebanese business school Ecole Superieure des Affaires an-
nounced they were developing a 100-hour course that would 
lead to the qualification for financial advisers to advise clients 
on Islamic financial services. 
 
Islamic finance and tax leases were under consideration as 
ways of financing the US$16 billion needed for 70 new LNG 
vessels under purchase in Qatar.  
 
The Islamic Development Bank entered the Kuala Lumpur leg 
of its roadshow to market its second Sukuk issuance. The pro-
posed Sukuk issuance of up to US$500 million formed part of 
a Trust Certificate Issuance Programme of US$1 billion by IDB 
Trust Services.  
 
Solidarity and Shamil Bank offered a comprehensive workshop 
to highlight the potential and future of Islamic financial services 
in the Gulf. The workshop took place during the World Islamic 
Funds Conference in Bahrain. 
 
The UAE was elected to preside over the Board of Trustees of 
the International Islamic Commercial and Arbitration Centre for 
the next three years. The Islamic Development Bank was voted 
as Vice-President.  
 
The Government of the Philippines underwent preparations to 
sell its Islamic bank Al-Amanah Islamic Investment Bank. 
 
Shamil Bank launched the Al Aseel Islamic Equity Fund, a pan-
GCC open-ended Islamic equity fund, with an initial size of 
US$25 million. The fund was to be managed by Securities and 
Investment Company.  

The Supreme Court of Pakistan directed the National Account-
ability Bureau to register a corruption reference against the 
Head of the Islamic Investment Bank and 12 other people for 
their involvement in a financial scam of US$10.63 million.  
 
Dubai’s Injazat Technology Fund, an Islamic venture capital 
firm, announced it would acquire a 31.25% equity stake in 
Promedia Systems, a leading specialist in the audio visual sys-
tems. 
 
Bogor Agricultural University, in co-operation with Kresna Graha 
Sekurindo, announced plans to issue a mutual fund with the 
target of US$520.68 million of fixed income investment and 
US$31.24 million of Shariah investment.  
 
Halal Financial Services, a US corporation, has acquired Halal 
Mortgages.com, a UK-based company providing online and 
offline Shariah compliant mortgage services to the Muslim 
population of the UK. 
 
Mayban Unit Trust announced its annual gross distribution for 
its Islamic bond fund, Mayban Dana Arif, for the financial year 
ended 31st May 2005 at US$0.06 per unit, providing an annual 
yield of 4.69%. 
 
UAE Emirates Islamic Bank revealed plans to construct an in-
vestment residential building estimated to cost some US$40.8 
million in Sharjah. 
 
Amlak Finance will raise up to US$200 million by issuing a 
Sukuk.  
 
HSBC Amanah launched a second Shariah compliant real es-
tate investment opportunity, HSBC Amanah Aqar Income Fund.  
 
Bank Tabungan Negara Indonesia Shariah announced plans to 
provide financing for 3,000 housing units, at an average of 
US$5,197 per unit. To support the target, the bank had pro-
vided US$15.827 million for the Islamic mortgage. 
 
The third Islamic economic conference concluded at Um Al-
Qura University in Makkah, with calls for the establishment of 
an Islamic capital market by Central Banks, Islamic banks and 
other financial institutions in Muslim countries. 
 
The Islamic Bank of Thailand confirmed it would purchase 
Krung Thai Bank’s Shariah Bank. The Shariah unit had assets 
of around US$123.48 million, compared with just US$49.39 
million for the Islamic Bank of Thailand. 
 
OCBC Bank’s Islamic banking division surpassed the 100,000 
customer accounts mark just ahead of its 10th anniversary. 
 
The Saudi British Bank and Hafil Transport Establishment 
signed a US$226.11 million Ijarah lease agreement for the 
lease of 5,500 buses to transport Haj and Umrah pilgrims. 
 
HSBC Amanah’s Shariah compliant mortgages and financial 
packages were given an update. Residential leasehold flats 
now qualified for Amanah home finance, while the minimum 
balance requirement on Shariah current accounts went down 
to US$457.80. 
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RHB Capital revealed it was keen to set up an Islamic banking 
unit in Singapore. 
 
Jordan’s Minister of Planning and International Co-operation 
called for a Zakat Fund to be set up to enhance resources in 
tackling serious problems like poverty and unemployment in 
the Islamic world. 
 
RHB Capital’s unit, RHB Unit Trust, announced it would launch 
a US$131.58 million Dow Jones–RHB Islamic Index Fund 
within a month. The fund would invest in companies on the 
newly launched Dow Jones–RHB Islamic Malaysia Index.  
 
Konsortium Lapangan Terjaya stated it would raise US$120 
million in Islamic debt notes for the Kuala Lumpur–Putrajaya 
highway.  
 
RHB Islamic Bank announced plans to venture abroad when its 
domestic operations were stronger, ensuring it could deliver 
services successfully before heading overseas. 
 
Asia’s biggest Islamic real estate fund was set up through a 
joint partnership between Singapore-based Pacific Star Group 
and the Kuwait Finance House. The Baitak Asia Real Estate 
Fund would be worth US$600 million once fully invested.  
 
Bank Negara Malaysia stated that the international Sukuk mar-
ket was growing and this year more than US$5 billion was esti-
mated to be in the pipeline globally. 
  
QNB Al Islami, the first Islamic banking operation established 
by a Qatar-based commercial bank, was formally inaugurated. 
 

Shamil Bank of Bahrain officially launched its first Pan-GCC 
Islamic equity fund – the Al Aseel Islamic Equity Fund.  
 

An agreement was signed between the Bahrain Stock Ex-
change and The Commercial Real Estate Sukuk Co to list its 
US$100 million 5-year Ijarah Sukuk issue on the exchange. 
 

Dubai Islamic Bank opened a new branch in Dubai Internet 
City, bringing its total number of branches to 23.  
 

Emirates Bank International opened two new branches in 
Qusais and Jebel Ali. 
 

Emirates Financial Services PSC announced its feeder portfolio 
into a Shariah compliant GCC Real Estate Fund, which was 
incorporated by Global Investment House in Bahrain.  
 

The International Finance Corporation signed its maiden Mura-
bahah facility with Saudi British Bank. The US$49.99 million 
investment was aimed at supporting the growth of the bank’s 
Islamic home financing portfolio. 
 

Bank Islam Malaysia revealed it expected to record another 
US$789.47 million in deposits by its financial year ending June 
2006, from the current US$3.29 million, following its recent tie-
up with Bank Pembangunan & Infrastruktur Malaysia. 
 

Abu Dhabi Islamic Bank officially launched its latest product 
Tadawol – considered to be the first service of its kind to offer 
Islamic share financing.  
 

The Board of Directors of Dubai Islamic Bank recommended 
splitting the bank’s stock and opening the door for 15% foreign 
ownership in the bank. 
 

Mayban Unit Trust launched a new US$39.47 million Islamic 
Institutional Bond Fund called Mayban i-trust Fund with a fixed 
investment tenure of three years. 
 

Abu Dhabi Islamic Bank opened its first branch in Ajman, as 
part of its UAE-wide expansion plans. 

Emirates Airlines’ Sukuk, which was almost 50% oversub-
scribed at US$550 million, closed. 
 
Ranhill Powertron said it would issue US$142.11 million Is-
lamic private debt securities to settle borrowings and to con-
vert its Teluk Salut Power Plant in Sabah from 120 to 190mw. 
 
Kuwait Finance House, one of three foreign banks to obtain an 
Islamic banking licence in Malaysia, stated it would use the 
country as a launching pad to promote its Islamic banking prod-
ucts and services to other potential markets in the region.  
 
The US$500 million Sukuk issued by the Islamic Development 
Bank was expected to be listed on the Labuan Financial Ex-
change before the end of July 2005. 
 
Kuwaiti A’ayan Leasing & Investment Company said that it 
would hold a 35% equity stake in the new Islamic bank in Iraq, 
which was reported to have a capital of US$35 million.  
 
The increased demand for bigger capacity crude oil carriers 
fuelled the demand for Islamic shipping finance, particularly in 
the Middle East.  
 
Islamic Unicorn Investment Bank posted revenues of US$36 
million and earnings of US$17 million in its first 8 months of 
operation, well ahead of the bank’s projections for the period.  
 
The Bahrain Monetary Agency approved and licensed the 
Shariah compliant Venture Capital Bank.  
  
Malaysia’s DRB-HICOM revealed plans to raise US$263.16 
million through an inaugural Islamic debt offering to refinance 
part of the company’s debt.  
 
The Bahrain Monetary Agency stated it was developing a new, 
modernized licensing framework to better serve the needs of 
financial firms doing business in and from Bahrain. The  
proposed framework would cover the entire financial services 
industry.  
 
MOVES 
 

HH Sheikh Diab Bin Zayed Al Nahyan accepted the position of 
Chairman at Al Mal Capital. 
 

Nick Nicolaou was appointed CEO of HSBC Kuwait.  
 

His Excellency Ahmed Darwish Bin Dagher Al Marar was ap-
pointed Managing Director of Abu Dhabi Islamic Bank. 
 

Michael Williams was appointed CEO of the International Bank 
of Qatar.  
 

Sanjeev Nanavati was appointed Country Head for Corporate 
and Investment Banking at Citigroup, Malaysia.  
 

Jamie Orchard and Jay Perumal joined the Qatar Financial Cen-
tre Regulatory Authority as Chief Operating Officer and MD  
of Legal Regulatory Affairs and Chief Financial Officer  
respectively. 
 

HE Karl Otto Pohl was appointed as a Senior Advisor to the 
Board of Directors of Ahli United Bank.  
 

Moukarram Atassi joined Dubai Bank as Head of Investment 
Services. 
  
Orhan Osmansoy was appointed MD of the merchant banking 
division for The National Investor. 
 

Framroze Pochara was appointed as the new CEO of the Dubai 
Gold and Commodities Exchange. 

JUNE news briefs (continued…) 

Page 33 



www.islamicfinancenews.com 

Islamic Finance News Guide 2006 

JULY news briefs 
CIMB announced that its Islamic banking unit was working with 
a Brunei client to help issue a US$300 million Sukuk facility, 
the first by a local company in the oil Kingdom.  
 
CIMB stated that it planned to establish a full service offshore 
branch in the Brunei International Financial Centre by the end 
of 2005.  
 
The Oversea-Chinese Banking Corp secured an Islamic banking 
licence to operate in the Brunei International Financial Centre.  
 
Maybank announced it was wooing more Japanese firms to 
take up its Islamic banking facilities – the bank’s portfolio of 
Islamic banking facilities for its Japanese clients had reached 
US$184.21 million, mainly in Islamic loans and trade financ-
ing.  
 
The Indian government asked the Reserve Bank of India to 
explore ways to introduce Islamic banking in the country.  
 
Bahrain-based General Council for Islamic Banks and Financial 
Institutions announced the establishment of the new Islamic 
Industrial and Investment Bank with a capital of US$1 billion.  
 
Al Islami Financial Services announced the opening of a new 
office to conduct remote trading on the Dubai and Abu Dhabi 
stock markets. 
 
The Quorum Trust Group was given the go-ahead by the Bah-
rain Monetary Agency to establish a subsidiary in Bahrain un-
der the name Ohad Trusts Corporate and Financial Services.  
 
The merging of two major banks in Brunei – Islamic Bank of 
Brunei and the Brunei Islamic Development Bank – would fur-
ther strengthen the country’s Islamic financial institutions.  
 
Dubai-based Tamweel unveiled Tamweel Investment Deposits 
and Tamweel Corporate Investment Deposit, a Shariah compli-
ant product based on the Mudarabah concept.  
 
The board of directors of Abu Dhabi Islamic Bank recom-
mended a US$54.5 million increase in the bank’s paid up capi-
tal, raising it to US$816.79 million.  
 
Al-Massaleh Kuwaiti Financial Investment Company announced 
plans to set up an Islamic real estate development company in 
Qatar with a capital equivalent to US$136.99 million, in alli-
ance with Salam International Investment Company.  
 
Bank Al-Jazira’s women’s division introduced Shariah compli-
ant savings programs to raise awareness among women cus-
tomers on the importance of savings and financial planning.  
 
Indonesia’s Bank Muamalat Indonesia stated it was consider-
ing buying a few small banks to strengthen its position as a 
Shariah anchor bank. 
 
The UAE Securities and Commodities Authority (SCA) issued 
two directives in relation to the listing of Islamic Sukuk and 
bonds in the UAE financial markets. Sukuk and securities to be 
offered for subscription had to submit a request to the SCA and 
had to be approved by a Shariah board.  
 
ABC Islamic Bank started a series of roadshows to market  
Investment Dar’s Musharakah Sukuk in Bahrain.  
 

Gulf Finance House and Kuwait Finance & Investment Com-
pany announced a new US$273.96 million investment product 
to fund the development of Jordan Gate and Royal Village.  
 
The Islamic Development Bank revealed that Iran is the third 
largest shareholder of the bank after Saudi Arabia and Libya, 
accounting for 9.59% of the bank’s capital.  
 
Olam International secured a US$85 million syndicated Islamic 
trade finance facility from a syndicate of six banks. 
 
Petrochemical company Saudi Basic Industries Corporation 
announced plans to issue a US$267 million corporate bond in 
the third quarter of the year.  
 
The Islamic Development Bank’s US$500 million Sukuk was 
closed, 1.56 times oversubscribed. 
 
Singapore’s NTUC Income launched a new Takaful fund called 
Amanah with a launch value of US$176.29 million, to be in-
creased to US$352.58 million by the end of 2005. It was the 
largest Islamic fund in the island republic, and the first time 
that Islamic bonds were made available in Singapore.  
 
HSBC Amanah reduced its home finance rate by 0.25% to 
5.74% as from the 1st July.  
 
The International Islamic Financial Market said it was poised to 
implement a number of new initiatives to stimulate the devel-
opment of Islamic capital and money markets.  
 
Arab Islamic Bank recorded a 170% jump in its first quarter 
profits to US$702,000. 
 
Dubai Islamic Bank announced a 123% increase in net profits 
to US$245.58 million. 
 
Bank Century announced plans to expand its business into 
Islamic banking and would open two Islamic banking branches, 
one in Jakarta and one in Makassar. 
 
Standard Chartered spread its wings to Pakistan, where it was 
to open a second Islamic banking branch. 
 
The IPO for the new Islamic Emirates and Sudan Bank col-
lected US$200 million in 30 days, eight times more than the 
US$28.5 million targeted.  
 
A financial consortium led by RUSD Investment Bank was gear-
ing up to start Islamic banking operations in Malaysia with a 
US$100 million initial capital outlay. 
 
UAE’s Sharjah Islamic Bank collected US$14 million for its 
Tharwa Islamic Equity Portfolio, which was managed by Shuaa 
Capital and audited by KPMG.  
 
Al Marfa’a Al Mali Sukuk issue was successfully closed at 
US$134 million. The five-year Istisnah and Ijarah Sukuk was 
structured by the Liquidity Management Centre and received 
an overwhelming response.  
 
Qatar’s Shariah compliant National Leasing was stated to be 
studying a US$200 million Sukuk issue, to secure long-term 
financing for expansion activities.  
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Bahrain-based Arcapita Bank appointed Bayerische Hypo-und 
Vereinsbank, Standard Bank and WestLB as the mandated 
lead arrangers for its five-year multi-currency Murabahah 
backed Sukuk.  
 
The Malaysian government granted an Islamic banking licence 
to Hong Leong Islamic Bank. 
 
The UK’s Royal Institution of Chartered Surveyors issued a re-
port implying that London was becoming a major centre for 
Islamic banking and investment. 90% of investors cited the UK 
as their favoured location for Shariah funds because of its po-
litical environment, legal and institutional frameworks, human 
capital and expertise. 
 
Malaysia’s Public Bank Group said it would submit an applica-
tion for a fully fledged Islamic banking licence before the end of 
the year, and also expressed interest in applying for a Takaful 
licence.  
 
Malaysian property developer Sunrise proposed to issue Is-
lamic Murabahah CPs and MTNs with an aggregate nominal 
value of up to US$39.7 million to enable the company to plan 
and manage effectively its funding costs and requirements. 
 
Kumpulan Guthrie’s former group CEO, Tan Sri Abdul Khalid 
Ibrahim, filed a suit against Permodalan Nasional and Bank 
Islam Malaysia, claiming his right to purchase the remaining 
135 million Guthrie shares he said were promised to him.  
 
Bank Islam Malaysia stated it expected to double its annual 
financing to SMEs to US$52.9 million by its financial year end-
ing June 2006.  
 
Hong Leong Islamic Bank announced plans to develop its own 
niche in fee-based income in wealth management and invest-
ment banking. It also unveiled its latest Islamic financial prod-
uct, Hong Leong Current Account One-i, a cheque drawing ac-
count based on Mudarabah. 
 
Cagamas MBS revealed its plans to set aside 20%–25% of its 
world’s first rated US$526.3 million Islamic Residential Mort-
gage Backed Securities for foreign investors. 
 
Senai-Desaru Expressways revealed plans to sell US$368.4 
million of Islamic bonds to help fund the construction of Malay-
sia’s third longest toll road. 
 
UAE’s Commercial Bank International applied to the Ministry of 
Economy and Planning to convert itself into an Islamic bank – 
Islamic Bank International. 
 
Muslim bankers and regulators announced plans to set up a 
US$1 billion global Islamic bank by next year. To be known as 
the Emaar International Group, shareholders would include 
Albaraka Banking Group and the Islamic Development Bank. 
 
Amlak Finance announced that its debut Sukuk issue received 
subscriptions of US$200 million from investors in the UAE and 
GCC. 
 
Banks and financial institutions from Bahrain and the region 
officially endorsed the US$134 million subscriptions in Al  
Marfa’a Al Mali Istisnah and Ijarah Sukuk.  
 
Citibank was reported to be considering a plan to unveil Islamic 
money changing services in the UAE and other regional  
markets. 

Gulf Finance House linked up with the Bayan Investment Com-
pany of Kuwait to jointly develop an innovative investment 
product focused on the US$750 million Al Areen development 
and the US$1.3 billion Bahrain Financial Harbour. 
 
The Saudi British Bank introduced Amanah Personal Finance, a 
new product to provide straightforward finance for Saudis and 
expatriates.  
 
Dubai Islamic Bank shareholders voted to allow foreigners to 
buy 15% of its publicly listed shares for the first time. 
 
Lloyds TSB stated it hoped to enter into a joint venture with a 
Doha-based bank to offer its range of offshore banking and 
other investment products to Qatari nationals and expatriates. 
 
The Muslim Council of Britain’s Mosque and Community Affairs 
committee reported that despite the fact that London was re-
cently rocked by bombings believed to be religiously motivated, 
the capital was actively promoting Islamic banking.  
 
Saudi Economic & Development Company bought a 21.3% 
stake in Bank Muamalat Indonesia through its third limited 
public offering. 
 
The Abu Dhabi Islamic Bank’s net profit for the first half of the 
year grew to US$38.6 million, an increase of 209%. Revenues 
from Murabahah, Mudarabah, Istisnah and Ijarah transactions 
made up 92.9% of total revenues.  
 
Sharjah Islamic Bank reported a net profit of US$26.8 million 
for the first half of 2005, a 160% increase on 2004. 
 
Maybank announced it had a market share of 32% in financ-
ing, making it Malaysia’s largest Islamic banking player. 
 
The Qatar International Islamic Bank posted US$70 million net 
profits during the first half of the year – a 62% growth on last 
year.  
 
Qatar’s Dolphin Energy secured US$4 billion in binding financ-
ing commitments for its forthcoming gas project. The US$1 
billion Islamic financing was expected to combine Ijarah and 
Istisnah financing techniques. 
 
Malaysia’s SapuraCrest Petroleum announced plans to issue 
up to US$157.9 million nominal value of Islamic private debt 
securities via Bayu Padu.  
 
Bahrain’s National Commercial Bank unveiled the Islamic Tay-
seer Ahli Visa and Master Card.  
 
 
MOVES 
 
Daud Vicary Abdullah was appointed Managing Director of 
Hong Leong Islamic Bank. 
  
Ian Ogilvie replaced John Coverdale as Deputy Chief Executive 
of HSBC Bank Malaysia. 
 
Azizan Abdul Rahman replaced Rosnah Omar as Director  
General of The Labuan Off-shore Financial Services Authority. 
 
Orhan Osmansoy replaced Dr Karim El Solh as CEO at The  
National Investor. 
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AUGUST news briefs 
Ahli United Bank completed the latest part of a US$427.9 mil-
lion transaction, increasing its effective holding in the Bank of 
Kuwait & the Middle East to 75%.  
 
TMW Lion, a closed-end property fund, issued Germany’s first 
Islamic securitization to raise US$50.77 million for the acquisi-
tion of three shopping malls in Malaysia.  
 
Outstanding US$26.65 million Al Bai Bithaman Ajil Islamic 
Fixed Rate Secured Bonds were fully redeemed by Malaysia’s 
Redmax on the 1st August. 
 
Sharjah Islamic Bank announced that it expected its Islamic 
leasing fund, Amyal, to reach its target size of US$20  
million within the offering period, and could close well before 
schedule. 
 
Growing interest from non-Muslim investors, in addition to the 
oil boom, led to a 25% increase in the value of non-sovereign 
Islamic bonds issued within the Gulf region. 
 
Etisalat International appointed seven mandated lead arrang-
ers for its US$2.114 billion Islamic transaction to finance 90% 
of its share of a bid to acquire a 26% stake in Pakistan Tele-
communications Co. 
 
Kulim (Malaysia) appointed CIMB and OCBC Bank as joint lead 
arrangers for a Bai Bithaman Ajil facility to secure Islamic debt 
notes worth US$102.27 million. The financing would be used 
to purchase more shares in QSR.  
 
Top Glove Corp announced plans to issue Murabahah/Ijarah 
CPs worth up to US$26.71 million and Murabahah/Ijarah 
MTNs amounting to an additional US$26.71 million.  
 
Malaysia’s RHB Unit Trust Management revealed it would re-
lease a new Islamic fund by the end of 2005 to tap into the 
US$2.82 billion Islamic equity market. 
 
Dubai Bank announced a 15-fold increase in net profit to 
US$12.6 million for the first half of 2005. 
 
Dubai Islamic Bank inaugurated a new phone banking centre 
with a capacity of receiving more than 3,500 calls per day as a 
result of a 40% increase in customer calls in the first six 
months of 2005.  
 
Bahrain Monetary Agency announced that the monthly issue of 
Sukuk Al Salam Islamic bonds No 51 was oversubscribed by 
more than twice the issue amount. Subscriptions worth 
US$114 million were received for the US$40 million issue. 
 
RHB Sakura Merchant Bankers Chief Operating Officer Jamelah 
Jamaluddin was tipped to become the first CEO of Kuwait Fi-
nance House’s Malaysian branch.  
 
The Qatar Financial Centre Regulatory Authority issued for pub-
lic comment a draft rulebook on Islamic finance that would 
govern Islamic financial operations in the Qatar Financial Cen-
tre and set out the requirements for firms undertaking Islamic 
financial business.  
 
Malaysia International Shipping Corp announced it was propos-
ing to raise up to US$266.8 million via Murabahah CPs/MTNs, 
conditional on approval by the Securities Commission. CIMB 
and HSBC Bank Malaysia were appointed joint lead managers, 
joint lead arrangers, joint book-runners and joint principal advi-
sors for the Islamic bonds.  

Dow Jones & Co revealed it was planning to start a global index 
of Islamic bonds, believed to be the world’s first. Dow Jones 
and FTSE International put together stock indexes for Islamic 
investors that were used as benchmarks for managing money 
in Shariah compliant stocks. 
 
Malaysia’s move to further liberalize the banking sector drew 
interest from US financial services groups keen on Islamic 
banking services. The American Malaysian Chamber of Com-
merce said 25 US firms indicated their interest in obtaining 
licences for different types of Islamic bank assurances.  
 
State Bank of Pakistan said it was expecting Islamic banking to 
take up 15% of the country’s banking system over the next five 
years. Total investment in Islamic banking currently stands at 
over US$838.1 million and is gradually increasing. 
 
A panel of experts on Islamic finance called on Singapore to 
develop an Islamic stock index to allow the island republic to 
cement its position as a global financial centre. An Islamic 
stock index in Singapore, coupled with the nation’s reputation 
for good corporate governance and financial infrastructure, 
would help it tap into Islamic finance. 
 
The research group Datamonitor reported the UK’s Islamic 
mortgage market was set to grow by 47% a year and could be 
worth US$2.50 billion by 2009.  
 
It was announced that the Turkish Finance Minister Kemal 
Unakitan would deliver a keynote address at the International 
Islamic Finance Forum in September.  
 
Malaysia’s national mortgage agency Cagamas raised 
US$547.53 million in the world’s first sale of Islamic securities 
backed by residential mortgages. 
 
Malaysia’s Institut Jantung Negara said it was looking at raising 
US$55.8 million through issuance of Sukuk under a Mushara-
kah programme, to finance the expansion of the National Heart 
Institute. 
 
Maybank opened its first fully fledged Islamic banking branch 
in Sarawak, its 10th Islamic branch nationwide. 
 
It was reported that Pakistan’s Water and Power Development 
Authority would issue the country’s first local currency Sukuk 
worth US$134.1 million. 
 
The Indian Ministry of Finance gave the Reserve Bank of India 
the go ahead to launch Islamic banking in the country. 
 
It was announced that Doha Bank’s fully fledged Islamic bank-
ing division would be officially launched within two months. 
Doha Islamic would design and offer Shariah compliant  
products based on Qatar Central Bank regulations. 
 
Amlak Finance announced that its net profits rose 268% to 
US$19.63 million for the first half of 2005. 
 
Saudi British Bank announced it had come up with a new  
Islamic product for protecting corporate borrowers against  
market price fluctuations. 

Continued... 

Page 36 



www.islamicfinancenews.com 

Islamic Finance News Guide 2006 

Dubai Islamic Bank signed an agreement with the Government 
of Sudan to acquire 60% of its 99% stake in Al Khartoum Bank.  
 
Kuwait Real Estate Bank stated it was ready to be converted 
into an Islamic bank, having successfully completed several 
measures required for the change.  
 
Abu Dhabi Islamic Bank opened a new branch in Bani Yas in 
response to residents’ requests.  
 
Kuwait Finance House in Bahrain announced that its net profit 
had risen five-fold to US$26.55 million for the first half of 
2005.  
 
The Bahrain Monetary Agency launched the debut issue of a 
short-term, tradable Sukuk Al Ijarah, in a move to develop Is-
lamic banking and enhance investment opportunities for com-
mercial banks and pension funds. The issue was oversub-
scribed by 222%. 
 
Law firm Taylor Wessing advised a consortium including Taib 
Bank and Dominion Asset Management on the purchase of 
property in London. The equity for the deal was raised through 
two Sukuk issues and the senior debt, provided by Lloyds TSB, 
invested using Musharakah structure. 
 
Public Mutual’s Islamic Public Islamic Opportunities Fund re-
ceived good response from the investing public, with more than 
95% of its units sold.  
 
The International Islamic Financial Market launched a new 
corporate identity, reflecting the institution’s proactive ap-
proach to becoming a major player in the global Islamic bank-
ing and finance industry. 
 
Megan Media Holdings’ unit Memory Tech applied to Malay-
sia’s Securities Commission to issue Bai Bithaman Ajil serial 
bonds worth US$84.89 million.  
 
It was announced that Singapore’s first Islamic financial index 
for SGX-listed stocks – the Lion 30 index – would be launched 
in November. The index would provide a benchmark index for 
Shariah compliant stocks in Singapore.  
 
The Standard Chartered banking group stated it was keen to 
focus on the Islamic banking business in Malaysia, particularly 
in corporate bonds and offshore funding. 
 
New player on the Islamic finance scene Credit Suisse First 
Boston revealed it was targeting a particular niche market: 
linking oil-rich Muslim investors in the Middle East with cash-
hungry companies in emerging markets in Europe and Asia. 
 
HSBC Amanah CEO Iqbal Khan commented that the increase in 
liquidity in the Gulf as a result of rising oil prices offered Islamic 
banking opportunities in Singapore. 
 
Nam Fatt Corporation announced plans to issue up to 
US$66.37 million in Islamic CPs and MTNs under the Islamic 
financing principle of Murabahah. 
 
Malaysia’s Hubline, a Sarawak-based regional shipping line, 
proposed a US$58.4 million fundraising exercise, covering a 
proposed issuance of a seven-year Murabahah CPs/MTNs pro-
gramme of up to US$39.82 million and a proposed issuance of 
a seven-year Bai Bithaman Ajil Islamic Debt Securities at a 
nominal value of US$18.58 million. 

WCT Engineering announced plans to issue up to US$53.1 
million in Islamic bonds. The company intended to sell 
US$26.55 million Fixed-Rate Serial Bonds and US$26.55 mil-
lion seven-year Islamic CPs and MTNs. 
 
HLG Unit Trust, in partnership with Hong Leong Islamic Bank 
and Hong Leong Bank, launched an investment package of 
established Islamic unit trusts focused on conservative and 
defensive funds. 
 
AmInvestment Group’s net profit for the first quarter of 2005 
rose 72.3% to US$16.78 million. The group’s Islamic banking 
operations registered a US$2.15 million rise in net income.  
 
Commercial Bank International received the green light from 
the Ministry of Economy and Planning to convert into an Islamic 
bank. The bank would be renamed Islamic Bank International 
and would raise its capital of between US$81.68 million and 
US$272 million through a rights issue. 
 
AMLAK Finance submitted an application to provide finance to 
Abu Dhabi’s rapidly growing domestic real estate market.  
 
The Indonesian Central Bank announced it would launch its 
debut sovereign Islamic US$500 million Sukuk over the next 
few months. The Islamic Development Bank advised on the 
structure of the bond. 
 
Bahrain-based Solidarity announced an enhanced Protection 
Benefit scheme for its SolidEducation product, including Taka-
ful protection on death, critical illness and for waiver of contri-
butions on death. 
 
Halal Financial Services Inc, a Delaware-based corporation, 
launched its first animated satellite TV advert as part of its UK 
and European marketing strategy to promote its Halal mort-
gage.  
 
Affin Holdings reported a 36% jump in second quarter net 
profit, helped by better income from Islamic banking. 
 
Qatar Islamic Bank’s Training Department, in co-operation with 
Solidarity Family Takaful, conducted its second training course 
in financial planning. 
 
MCIS Zurich Insurance revealed plans to launch Malaysia’s first 
global Islamic investment-linked fund in November. 
 
MOVES 
 
John Coverdale assumed the position of Managing Director of 
the Saudi British Bank from Geoff Calvert, who returned to 
HSBC Group.  
 
Bridget Lai was appointed CEO of Alliance Bank Malaysia. 
 
Elissar Farah Antonios was appointed Chief Officer of the Citi-
group Private Bank.  
 
The Dubai International Financial Exchange appointed six new 
Directors.  
 
The Dubai Financial Services Authority announced seven new 
appointments to the regulatory agency.  
 
Simon Israel and Goh Yew Lin were invited to join the board of 
Temasek.  
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SEPTEMBER news briefs 
State Bank of Pakistan agreed to grant Emirates Investment 
Group a licence to set up a new international Islamic bank with 
a capital of US$35 million.  
 
HSBC established a division of its corporate, investment bank-
ing and markets business in Qatar. HSBC would offer a range 
of services including Islamic finance. 
 
The Yemen Ministry of Planning and International Cooperation 
started negotiations with the Islamic Bank for Development for 
the financing of the Marine Sciences College in Al-Hodeidah 
University, Yemen. The bank was said to be granting a loan of 
US$10 million towards building the college.  
 
Malaysian property developer Sunrise received Securities Com-
mission approval for the proposed issue of Murabahah CPs 
and MTNs with an aggregate nominal value of up to US$39.79 
million.  
 
Dubai Islamic Bank announced plans to establish an invest-
ment banking arm in the Dubai International Financial Centre. 
 
Standard Chartered Bank Malaysia CEO and MD Shayne Nel-
son said Islamic financing was gaining acceptance among con-
ventional investors worldwide, with an increasing number of 
multinationals taking an interest in Islamic products as a new 
source of liquidity.  
 
UAE’s Shuaa Capital said it would launch its first Islamic equity 
fund by the end of 2005 to tap into the young market that is 
growing at up to 25% a year. 
 
AirAsia completed the loan mandating process to finance 33 
out of 60 Airbus A320-200 aircraft to be purchased from Air-
bus SAS. The loans would include Islamic loans, which it man-
dated Kuwaiti Finance House and RHB Bank to provide. 
 
Dubai Bank announced plans to buy an 18.75% stake in Bank-
Islami Pakistan for US$6.28 million. BankIslami, with an au-
thorized capital of US$35 million, was granted a licence to 
operate as a fully fledged Islamic bank in March.  
 
ABS Plantation Assets, a special purpose vehicle set up by 
Multi Vest Resources, revealed plans to sell US$25.20 million 
of Islamic bonds in two tranches.  
 
Lloyds TSB announced a pilot scheme increasing the number 
of its branches offering Islamic banking services in the UK. 
 
The State Bank of Pakistan stated that while Islamic banking is 
growing rapidly, there is an acute shortage of trained staff in 
the area. 
 
Malaysian consumer credit company, MOCCIS Trading,  
announced plans to issue its US$100.82 million 10-year Is-
lamic commercial notes by October. 
 
Malaysia’s Hwang-DBS Investment Management declared a 
gross dividend of US$0.016 per unit for holders of Islamic eq-
uity fund, Hwang-DBS Dana Izdihar Fund for the financial year 
ending in August 2005. 
 
The European Islamic Investment Bank applied to the UK  
Financial Services Authority for permission to accept deposits 
and carry out regulated activity, in a bid to become the first 
independent Islamic investment bank in the UK. 

The International Islamic Financial Market stated that the 
growth of Sukuk hit the US$8.5 billion mark and was expected 
to reach US$1.5 trillion within 10 years.  
 
Eight Senior Managers and staff of the Islamic Development 
Bank of Brunei successfully completed and graduated with the 
prestigious Islamic Financial Planning Certificate. 
 
Abu Dhabi Islamic Bank re-launched its Al Noor product spe-
cially designed for students. 
 
The Dubai Islamic Bank conference produced a set of recom-
mendations, including urging Islamic banks to re-evaluate their 
investment tools and structure their financial solutions to fulfil 
requirements of the society’s development. 
 
Bank Kerjasama Rakyat Malaysia, whose operations are fully 
based on Shariah principles, was appointed as the zakat collec-
tion agent in Sarawak. 
 
Bank Islam Malaysia targeted 220,000 credit cardholders for 
the year ending June 2006.  
 
Qatar Islamic Bank signed a US$13.74 million contracting and 
supervisory Istisnah contract for the construction of a proposed 
15-storey hotel. 
 
Public Mutual launched its PB Islamic Equity Fund, a Shariah 
based aggressive equity fund that invests at least 80% of its 
net asset value in the equity market at all times. 
 
Malaysia’s MAAKL Mutual launched its fourth Islamic fund, 
MAAKL Al-Fauzan, the Islamic equivalent of a typical dividend 
fund.  
 
Qatar International Islamic Bank announced the launch of Al 
Hassan loan scheme for this year, providing for double the 
monthly salary of the beneficiary. 
 
Secretary General of the Muslim World League Dr Abdullah Bin 
Abdul-Mohsin Al-Turki called on Islamic banking leaders to 
comply with the general framework of Islamic financial transac-
tions and principles; stressed the need of genuine investment 
in compliance with Islamic principles; and emphasized the 
need to find reference frameworks to supervise Islamic banks.  
 
The Qatar Financial Centre Regulatory Authority and the Qatar 
Financial Centre Authority issued for public comment five draft 
rulebooks intended to ensure financial integrity and customer 
protection in respect of regulated activities carried on or from 
the Qatar Financial Centre and draft regulations and rules gov-
erning data protection. 
 
CIMB Islamic said that Sukuk accounted for 52% of the 
US$29.18 billion total outstanding corporate bonds in the Ma-
laysian market, the first time ever that Islamic bonds edged out 
conventional bonds. 
 
Malaysia announced it would encourage companies and funds 
to tap Islamic investment opportunities overseas, including in 
the Middle East. This was part of the country’s plan to become 
an international hub for the US$30 billion Islamic bond market.  
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The Islamic Development Bank praised Bahrain’s model of 
training young business entrepreneurs, saying that all Islamic 
countries would be encouraged to copy the successful entre-
preneurship development and enterprise creation programme.  
 
Oasis Group Holdings, the South African global Islamic fund 
management group, announced it was in discussion with Ma-
laysian institutions keen to invest in Shariah compliant equity 
products worldwide. 
 
The Islamic Financial Services Board drafted rules requiring 
Islamic banks to maintain a minimum capital adequacy ratio of 
8%; follow uniform capital standards; and improve risk man-
agement systems. 
 
Total deposits with Islamic banks in Pakistan were estimated to 
reach US$13 billion by 2014, according to a report by Fergu-
son Associates’ Islamic Banking Division.  
 
Cotton glove maker Englotechs Holding earmarked US$7.96 
million (60% of what it planned to raise from an Islamic bond 
sale) for a capacity expansion programme. The company an-
nounced plans to issue a US$13.27 million Murabahah MTNs 
program by the end of 2005. 
 
Sharjah Islamic Bank announced it would embark on building 
its new headquarters by 2007. 
 
Syarikat Bekalan Air Selangor made a deal for the issuance of 
US$795.86 million Bai Bithaman Ajil Islamic debt securities, 
the largest water bond issuance in Malaysia. Bank Islam Malay-
sia, Bumiputra-Commerce Bank, CIMB and HSBC Bank Malay-
sia were appointed lead arrangers and joint lead managers.  
 
Malaysian highway operator Konsortium Lebuhraya Utara-
Timur announced plans to sell US$206.92 million in redeem-
able secured Istisnah Islamic bonds.  
 
Amlak Finance called for an increase in the number of Islamic 
debt papers issued. Competitive pricing and increased aware-
ness was necessary for the asset class to generate more inter-
est among a wider section of investors.  
 
Dubai Islamic Bank launched Al Burj Real Estate, a private 
stock company with US$2 billion capital.  
 
Malaysia’s Senai–Desaru Expressway announced that it will 
issue up to US$386 million in nominal value Islamic bonds to 
part-finance the construction and operating costs of the new 
Senai–Pasir Gudang–Desaru Expressway. 
 
Malaysia announced it could have rules in place by the end of 
2005 to allow hedging tools for those who invest in accordance 
with Islamic laws. 
 
Dow Jones Indexes announced component changes in the Dow 
Jones Islamic Market Titans 100 Index and its three sub-
indexes, as a result of the regular quarterly review of the Dow 
Jones Islamic Market Index. 
 
Amlak Finance’s one-for-one rights issue opened, offering new 
shares at par value of US$0.27 each with no premium. The 
four banks chosen to receive the subscriptions were Abu Dhabi 
Islamic Bank, Sharjah Islamic Bank, Dubai Bank and Union 
National Bank. 

Al Salam Bank of Sudan launched Waseela, the most competi-
tive auto-finance programme in Sudan.  
 
Khazanah Nasional revealed plans to sell what could be the 
world’s first convertible Islamic bond, to raise between US$500 
million and US$1 billion.  
 
Pakistan’s Acting President Muhammedmian Soomro under-
lined the need for implementing Islamic banking through a 
comprehensive, Shariah based, centralized system. 
 
OCBC (Malaysia)’s Islamic banking division disbursed 
US$237.99 million in financing as at the end of the first quar-
ter, holding US$423.14 million in assets and US$290.91 mil-
lion in deposits. Islamic banking loans more than doubled.  
 
Syarikat Bekalan Air Selangor’s plan to raise US$846.14  
million in Islamic bonds was approved by the Securities  
Commission.  
 
Qatar’s Dolphin Energy signed a US$1 billion Islamic financing 
agreement with 14 banks for a mega-project to develop and 
transfer gas from Qatar to the UAE. The deal was the largest 
Shariah compliant oil and gas financing transaction to date.  
 
Tabreed stated it was considering Sukuk and long-term Islamic 
bank loans as financing solutions for its new US$816.82 mil-
lion Dubai Metro project. 
 
Emirates Bank International, in conjunction with Emirates Is-
lamic Bank and Belgravia Asset Management, launched an 
Islamic Real Estate fund.  
 
Amlak Finance announced a strategic partnership with Al Fat-
tan Properties to market, sell and finance the remaining apart-
ments in Al Fattan Marine Towers in Dubai Marina. 
 
The Islamic Bank of Brunei’s MD Mohd Roselan Mohd Daud 
said the merger with the Islamic Development Bank of Brunei 
would increase cost efficiency and allow the bank to explore 
new areas of banking such as Islamic banking. 
 
Malaysia’s Pilgrims Fund Board revealed plans to invest a por-
tion of its US$557.21 million cash in Shariah compliant Real 
Estate Investment Trusts. 
 
MOVES 
 
Bursa Malaysia appointed Omar Merican as its new Chief Oper-
ating Officer. 
 
Encik Md Azmi Abu Bakar was announced as the new CEO of 
Syarikat Takaful Malaysia. 
 
Emirates and Sudan Bank’s General Board announced the 
appointment of Dr Khirbash as the new Chairman. 
 
Frederic Barroyer was appointed the new CEO at SG Asset 
Management in Singapore. 
 
Florian Schmidt was appointed Head of Emerging Markets, 
Debt Capital Markets by the Bank of America in Singapore. 
 
The National Bank of Kuwait announced the appointment of 
Michael H Williams as the new General Manager for the Inter-
national Bank of Qatar. 
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OCTOBER news briefs 
National Commercial Bank launched the Al Ahli GCC Trading 
Equity Fund, an open-ended Saudi riyal-denominated fund with 
a minimum subscription of US$1,332. 
 
UAE commercial mortgage lender RAKBank applied for a li-
cence to set up an Islamic finance company.  
 
RHB Unit Trust Management declared an income distribution of 
2.5 cents per unit for investors in its RHB Islamic Bond Fund. 
 
Alliance Unit Trust Management launched its first Shariah com-
pliant money market fund, the Alliance Islamic Money Market 
Fund. 
 
It was revealed that Bank Islam Malaysia would report a 
US$133 million loss, the first time it had gone into the red in its 
22-year history. The bank was expected to announce losses at 
the bank level of US$133 million and make a provision of 
US$199.46 million for bad debts. 
 
Shamil Bank of Bahrain mandated BNP Paribas, Boubyan Bank 
and Gulf International Bank to lead arrange a US$100 million 
five-year amortizing Murabahah syndicated facility.  
 
Pearl Real Estate Development Company entered into an 
agreement with Shamil Bank to provide Islamic home financing 
to buyers in the US$252.55 million Abraj Al Lulu development.  
 
Kuwait-based Islamic investment firm The Investment Dar 
Company announced plans to acquire a 30% stake in Bahrain 
Islamic Bank for US$84.12 million. 
 
The Qatari government revealed it was considering using Is-
lamic debt as part of its plans to raise US$110 billion in project 
financing by 2010 to fund a massive overhaul of infrastructure.  
 
Bank Pembangunan Malaysia Group stated that it expected to 
finalize the structure of a proposed bond issuance, including 
Islamic loans, by year-end to raise US$2.39 billion.  
 
ABC Islamic Bank closed the deal for The Investment Dar Com-
pany’s Al Musharakah Sukuk. Because of significant oversub-
scription, the Sukuk was increased from US$50 million to 
US$100 million.  
 
Stockbroking and financial services firm K&N Kenanga said it 
hoped to arrange at least two more Islamic debt securities by 
the end of the year worth between US$132.72 million and 
US$212.68 million. 
 
South Africa said that it would consider Islamic bonds in its 
business expansion plan with GCC countries. 
 
The Bahrain Monetary Agency granted a licence for the estab-
lishment of a new Islamic full commercial bank, Al Salam Bank.  
 
The size of Public Mutual’s Public Islamic Bond Fund was in-
creased from 300 million to 800 million units after it obtained 
Securities Commission approval.  
 
Bahrain’s Albaraka Banking Group prepared to list its shares 
on the Bahrain Stock Exchange through an IPO.   
 

The Islamic Institution for Investment Insurance and Exports 
Credit signed a MoU for co-operation with the Malaysian Indus-
trial Development Commission within the framework of co-
operation between the Islamic Development Bank and Bank 
Negara Malaysia. 
 
The Saudi Arabian Monetary Agency announced it was pre-
pared to offer its services to India in developing Islamic bank-
ing products. 
 
Malaysia’s UEM World revealed plans to issue up to US$160 
million Islamic CPs/MTNs to raise money to refinance the out-
standing bridging loan of US$66.48 million from CIMB. 
 
The Dubai International Financial Exchange was launched. 
 
TAIB Bank announced that its Shariah compliant TAIB Islamic 
GCC Index Fund gave a return of more than 100% to investors 
in less than one year. 
 
Saudi British Bank and Hamad A Al-Essa & Sons Co entered 
into an agreement to offer customers at Al-Essa showrooms 
Amanah consumer finance products.  
 
Bristol & West, with the Arab Banking Corporation, announced 
it would offer Islamic buy-to-let mortgages. The Alburaq range 
of products was also available through Lloyds TSB. 
 
The Monetary Authority of Singapore announced that there 
would be no separate banking regulatory framework for Islamic 
financing in the country. The Central Bank also announced that 
all banks would be allowed to offer Murabahah.  
 
DVB Bank stated that demand for Shariah compliant private 
equity funds, particularly in the shipping sector, was on the 
rise.  
 
Maybank introduced Shariah compliant share trading and mar-
gin financing facility Maybank invest-i, which would be offered 
in the form of the Islamic Cash Line facility.  
 
Dubai Bank confirmed its acquisition of an 18.75% strategic 
stake in BankIslami Pakistan, the first new bank to receive a 
licence from the State Bank of Pakistan. 
 
A special committee of the Reserve Bank of India was studying 
offering Shariah compliant financial products.  
 
State Bank of Pakistan issued a licence to the Bank of Khyber 
allowing it to start Islamic banking operations in Naushehra.  
 
RHB Islamic Bank appointed two foreign Islamic financial  
experts to its Shariah Committee. 
 
The Malaysian Government said Islamic banking was on track 
to attain the target of representing 20% of the country’s finan-
cial market by 2010.  
 
The Turkish Government said it would propose a law to parlia-
ment allowing the country to issue Islamic bonds. 
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Abu Dhabi Investment House launched its maiden investment 
product – the US$75 million Al Arabi Private Equity Fund. 
 
Bahrain Islamic Bank unveiled its Ijarah Muntahia Betamleek 
home finance product, providing mortgage finance for up to 
US$530,000 with a repayment period of up to 20 years. 
 
Islamic investment company Tejoori revealed plans to list on 
the London Stock Exchange’s Alternative Investment Market by 
the end of 2005.  
 
Dubai Islamic Bank announced it was looking to expand its 
business in Libya. 
 
Tamweel and Sharjah-based property developer Ali Moosa & 
Sons Group announced their joint venture to finance properties 
in Sharjah. 
 
Bank Negara Malaysia announced Malaysia would establish an 
international centre for education in Islamic finance. 
 
Amlak Finance tied up with Abraj Property Developers to offer 
home finance to customers at the Timeplace project in the 
prestigious Dubai Marina. 
 
Emirates Islamic Bank announced that its Emirates Real Estate 
Fund registered a strong capital growth of 2% since its launch. 
 
AMMB Holdings said it expected its Islamic banking subsidiary 
AmIslamic Bank to be up and running by April 2006. 
 
The final declaration of the inaugural World Islamic Economic 
Forum recommended that the Islamic Development Bank set 
up the Islamic Trade Finance Corporation. 
 
UAE financial investment company Shuaa Capital launched two 
new funds: the Kuwait Gateway Fund and the MAHA High In-
come Fund. 
 
Alliance Unit Trust Management launched its first Shariah com-
pliant money market fund, the Alliance Islamic Money Market 
Fund. 
 
Kuwait’s National Industries Company for Building Materials 
announced it would issue Islamic bonds worth US$60 million to 
expand its construction activities and products.  
 
Palestine’s Arab Islamic Bank net profits soared by 228% over 
2004 net profits to reach US$2.2 million. 
 
Malaysia’s AmBank Group, which was investigating launching a 
fully fledged Islamic banking service in April 2006, announced 
it was aiming for regional expansion of the service. 
 
The issue of Arcapita Bank’s five-year Murabahah-backed Su-
kuk was increased from US$200 million and closed at US$210 
million.  
 
Al Safa Islamic Banking–Commercialbank revealed it would 
launch its new Islamic Ijarah financing soon, following the go-
ahead from Al Safa’s Shariah Supervisory Board.  
 
Qatar Islamic Bank obtained a licence to operate an Islamic 
Asian finance bank.  
 
Six investors and brokers charged with conducting bogus 
trades in Dubai Islamic Bank shares on the Dubai Financial 
Market began their trial. 
  

Lebanon-based Fransabank said it would take a stake in new 
Islamic investment bank Al Mal Bank in Sudan, which would 
start operations early in 2006.  
 
United Overseas Bank (Malaysia) said it was studying the possi-
bility of venturing into Islamic banking in Malaysia.  
 
Al Ahlia Gulf Holding Company said it was arranging a US$100 
million Musharakah Sukuk issue to finance the Lagoon City 
residential and commercial real estate development project in 
Kuwait. 
 
Qatar’s first ever Islamic mutual fund, the Al-Basha’er Equity 
Fund, was launched by Gulf Finance House, Kuwait Finance 
and Investment Company and Qatar Islamic Bank with a tar-
geted capital of US$400 million. 
 
Industrial Development Bank of Turkey’s maiden one-year syn-
dicated Murabahah facility closed at US$50 million. 
 
Abu Dhabi Islamic Bank recorded a 207% increase in net profit 
to US$77.2 million for the third quarter of 2005. Revenues 
from Murabahah, Mudarabah, Istisnah and Ijarah transactions 
constituted 93% of total revenue. 
 
The Investment Dar Company finalized the acquisition of 305 
of the shares of Bahrain Islamic Bank for US$85 million, giving 
it a 30% stake in the company.  
 
The issuance by Malaysian national mortgage corporation  
Cagamas of a US$132.488 million Cagamas Bithaman Ajil 
Islamic Securities was 2.14 times oversubscribed.  
 
AMLAK Finance saw an increase in net profits of 340% to 
US$35.94 million for the first nine months of 2005.  
 
Dubai-based investment company Tejoori was launched with 
hopes to raise US$100 million with a minimum launch capital 
of US$65 million via private placements.  
 
BIMB Holdings, Bank Islam Malaysia’s parent company,  
received approval to start talks with Bahrain-based Unicorn 
Investment Bank over sale of a 20% stake in BIMB. 
 
Public Mutual announced it had sold over 95% of the 1 billion 
units of its Public Islamic Balanced Fund in the 21-day initial 
offer period and intended to apply to the Securities Commis-
sion to increase the fund size.  
 
Bahrain Islamic Bank launched its Ijarah Muntahia Betamleek 
Islamic mortgage product, with a repayment period of up to 20 
years. 
 
Qatar International Islamic Bank recorded a 380% leap in prof-
its to US$93.7 million for the first nine months of 2005.  
 
MOVES 
 
Bahrain Islamic Bank appointed Faisal Alshowaikh as Director 
of Corporate & Institutional Banking. 
 
HSBC Bank Middle East  appointed David E King as Managing 
Director of Business Development. 
 
Citigroup appointed Akbar Shah as the Head of Global Wealth 
Management for the Middle East. 
 
European Islamic Bank appointed Tony Ellingham as Finance 
Director. 
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NOVEMBER news briefs 
The Ministry of Economy and Planning received Abu Dhabi  
Islamic Bank’s application for a three-fold increase in its  
paid-up capital to US$816.78 million. 
 
It was rumoured that an Islamic bank called Rayyan with a 
capital of US$2 billion was planned for imminent launch in 
Qatar. 
 
A web-based secondary Sukuk market initiative was launched 
by Bahrain’s Liquidity Management Centre to promote expan-
sion of the secondary market in Sukuk. 
 
Islamic Finance News learned that Maybank would issue 
US$662.39 million of Islamic bonds early in 2006. The pro-
ceeds from the proposed 10-year Bai Bithaman Ajil subordi-
nated bonds would fund Maybank’s Islamic financial activities. 
 
The Islamic Development Bank announced it would issue more 
Sukuk in 2006, following its successful issuance of US$500 
million worth in 2005 and US$400 million worth in 2004. 
 
Bahrain-based TAIB Bank saw its profit rocket to US$16.4 mil-
lion for the first nine months of 2005, the highest ever profit 
achieved by the bank for the first three quarters since its incep-
tion 26 years ago. 
 
The Syrian Chambers of Commerce announced that the current 
limit of 49% on foreign ownership on banks in Syria would be 
scrapped by the end of the year, opening the opportunity for 
foreign banks to set up in the country. 
 
Newly established Shariah compliant investment company 
Tejoori delayed its initial placement deadline by two weeks to 
allow key investors to be approved by the Guernsey authorities. 
 
The six men involved in manipulating US$2.6 billion worth of 
trades in Dubai Islamic Bank shares were each sentenced to 
the maximum jail term of three years, as well as fines of 
US$270,000. 
 
The Industrial Development Bank of Turkey signed a one-year 
US$30 million Murabahah syndicated loan facility agreement 
with West Deutsche Landesbank AG in Istanbul. 
 
The net profit of Emirates Bank Group was posted as US$314 
million for the first nine months of 2005, an increase of 96.2%. 
 
BMB Investment Bank announced a profit of US$9.7 million for 
the first nine months of 2005, against last year’s loss of 
US$3.7 million for the same period. This marks 12 months of 
profitability for the bank. 
 
The Islamic Bank of Thailand announced plans to raise its capi-
tal three-fold from US$24.37 million to US$73.116 million to 
support business expansion. 
 
It was announced that a commercial banking unit of Kuwait 
Finance House would open in Bahrain Financial Harbour simul-
taneously with the opening of the Financial Centre at the end of 
2006. 
 
Dubai Islamic Bank, advised by Denton Wilde Sapte, capital-
ized US$1.9 billion for property investment company Al Burj 
Real Estate. 

It was revealed that two brokerage firms, one an Islamic trad-
ing firm, would be launched by Qatar firm Dlala with an initial 
capital of US$13.73 million.  
 
Dow Jones announced it would introduce new indices to its 
Islamic market index, without specifying the exact number.  
 
Bahrain-based Ahli United Bank said it was preparing a 
US$100 million bond issue, which would be lead managed by 
BNP Paribas.  
 
Gulf Finance House achieved US$92 million in the first nine 
months of 2005, an increase of 93%. The bank’s assets also 
increased 81%. 
 
RHB Islamic Bank, which received its licence in March, opened 
its first new marketing centre in Kota Bharu, after receiving 
approval from Bank Negara Malaysia. 
 
Emirates Bank Group posted a 96.2% leap in profits to US$314 
million in the first nine months of 2005.  
 
The Islamic banking subsidiary of Bumiputra-Commerce Bank 
– Commerce Tijari Bank – launched its first Islamic banking 
products. 
 
Kuwait Finance House signed an agreement with the National 
Industries Company for Building Materials to arrange an issue 
of Musharakah Islamic bonds worth US$70 million. 
 
Al Ahlia Investment Company posted nine-month profits of 
US$116.4 million, an 82% increase on 2004. 
 
Tamweel took part in a strategic tie-up with ETA Star Property 
Developers to help prospective buyers with home finance solu-
tions. Tamweel also launched “Yusr,” the world’s first Shariah 
compliant adjustable repayment mortgage. 
 
Bahrain-based United Gulf Bank raised US$175 million through 
a three-year Murabahah restricted with revolving commodity 
Murabahah facility, initially launched at US$100 million, but 
increased to US$175 million to meet demand.  
 
BIMB Unit Trust Management, a unit of Bank Islam Malaysia, 
declared a total of US$0.258 in income distribution for its 
three funds.  
 
Malaysia’s Securities Commission announced it would issue 
guidelines for Islamic Real Estate Investment Trusts. 
 
Turkish Prime Minister Yecep Tayyip Erdogan met with  
representatives from Venture Capital Bank, the Islamic venture 
capital investment bank, as part of his visit to Bahrain. 
 
Malaysia’s Sacofa group revealed plans to raise US$106.18 
million through the issuance of Islamic securities: US$42.47 
million in Redeemable Secured Serial Sukuk Istisnah and 
US$63.7 million in Redeemable Secured Serial Sukuk Ijarah. 
 
A series of new measures, including stronger penalties for  
violators of rules, were approved by the Emirates Securities 
and Commodities Authority to check insider trading on  
UAE bourses. 
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The massive losses posted by Bank Islam Malaysia failed to 
knock confidence in Islamic banking institutions in Malaysia, 
Professor Bala Shanmugam of Australia’s Monash University 
said at the 3rd International Islamic Banking and Finance Con-
ference.  
 
Unicorn Investment Bank closed its two-year US$52.5 million 
Shariah compliant Mudarabah real estate fund, KSA Real Es-
tate Fund-1. 
 
A 90% share of the total 2006 debt market would consist of 
Islamic debt securities, stated the Chief Economist at Aseam-
bankers Baljeet Kaur Grewal at the 3rd International Islamic 
Banking and Finance Conference in Kuala Lumpur.  
 
Work started in Kuala Lumpur on Bank Negara Malaysia’s 
US$84.67 million Financial Services Resource Centre, which 
would house the Islamic Financial Services Board and the 
Southeast Asian Central Bank Research and Training Centre. 
 
Malaysia’s Ranhill revealed plans to raise up to US$265.48 
million by issuing Islamic MTNs (with a 15-year maturity) and 
CPs (with a 7-year maturity). 
 
Bank Kerjasama Rakyat predicted that its share in the Islamic 
loan market would rise from 16% up to 20% in 2006.  
 
A new open-ended investment company with variable capital 
was unveiled by HSBC Amanah – HSBC Amanah Investment 
Funds plc. Three regional funds – the Americas Equity Fund, 
the Pan-European Equity Fund and the Asia-Pacific Equity Fund 
– make up the multi-manager fund.  
 
Bursa Malaysia announced the 15 companies to become the 
new stocks on the Kuala Lumpur Shariah Index, as well as the 
10 companies to be removed, resulting in a new total of 508 
component stocks on the index. 
 
The US$125 million Lagoon City Musharakah Sukuk was offi-
cially launched. The two-year tenor Musharakah Sukuk would 
be lead arranged by Kuwait Finance House, Liquidity Manage-
ment Centre and Al Muthanna Investment Company.  
 
Standard Chartered Malaysia stated it expected its newly 
launched commodity-based Murabahah Programme-I and the 
Commodity Murabahah Financing-I would result in extra sales 
amounting to US$39.69 million. 
 
RHB Unit Trust Management announced plans to launch a 
US$26.46 million closed-ended Islamic fund later in 2005.  
 
Brunei revealed it would launch a Sukuk Al Ijarah early in 
2006. 
 
Maybank announced it would issue 10-year Islamic subordi-
nated bonds worth US$264.57 million at a profit rate of 4.48%, 
the largest ringgit-subordinated debt to be issued by a domes-
tic financial institution and the first of its kind to be Shariah 
compliant.  
 
Kuwait Finance House’s asset management Restricted Muda-
rabah Investment Account Landmark One Phase 1 exceeded 
investment targets due to strong interest from investors.  
 

Bahrain-based Arab Banking Corporation said it was looking at 
offering retail Islamic home finance in France, Germany and 
Italy. 
 
Bahrain-based Islamic investment bank Khaleej Finance and 
Investment revealed plans to offer a US$50 million Shariah 
compliant, five-year, closed-end Capital Protected Equity Fund, 
in conjunction with Deutsche Bank.  
 
A stake in Bahrain’s First Leasing Bank was purchased by the 
newly formed Abu Dhabi Investment House. 
 
Dubai Islamic Bank announced plans to launch the Al Islami 
Equity Fund, a US$50 million fund which would invest in 
Shariah compliant securities throughout the GCC. 
 
The Al Dar Fund of Funds, a multi-ranged Islamic fund invest-
ment opportunity within one single fund, was launched by Al 
Dar Asset Management. 
 
The Dow Jones Islamic Market Turkey Index was licensed to 
Family Finans House as the underlying for an exchange-traded 
fund, the first index of Islamic compliant stocks to do so. 
 
Al Manar Financing & Leasing Company signed a US$51.37 
million Islamic financing agreement with Global Investment 
House. 
 
Albaraka Banking Group revealed plans to raise up to US$800 
million through the sale of shares and a Sukuk issuance in 
2006. 
 
Bahrain Monetary Agency announced that the Islamic finance 
research centre would open in the next few months. 
 
Boustead Holdings announced it would issue Islamic asset-
backed securities worth a total of US$196.3 million in three, 
five and seven-year tranches via the sale of its beneficial rights 
to 32,000 hectare plantation assets to a special purpose vehi-
cle Golden Crop Returns.  
 
Saudi Arabia’s Al Rajhi Banking and Investment Corporation 
launched its debut international syndicated financing, a three-
year, fixed rate US$300 million syndicated Murabahah financ-
ing facility. 
  
Abu Dhabi Commercial Bank’s Al Basha’er GCC Equity Fund 
raised over US$163.35 million in subscriptions within a week 
of its launch. 
 
MOVES 
 
Takaful Re appointed Khalid Ali Al Bustani as Chairman of the 
Board of Directors, Sultan Ahmed Al Gaith as Vice-Chairman, 
Chakib Abouzaid as CEO and Mohammed El-Dishish as Chief 
Financial Officer.  
 
Venture Capital Bank appointed Abdul-Latif Janahi to be CEO. 
 
Syed Tariq Husain was appointed CEO of the new Emirates 
Global Islamic Bank.  
 
Ken Matheson was appointed Regional Chief Operating Officer 
for HSBC Bank Middle East. 
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DECEMBER news briefs 
The International Islamic Financial Market stated that demand 
for Islamic bonds would grow exponentially as soon as the Su-
kuk fund concept became more popular.  
 
AMLAK revealed plans to expand its Islamic financing solutions 
aggressively into Abu Dhabi, with full operations expected to be 
up and running early in 2006. 
 
BIMB Holdings, the parent company of Bank Islam Malaysia, 
said it would submit its recapitalization proposal to the Securi-
ties Commission soon. BIMB Holdings was in negotiation with 
two potential foreign partners to take up a stake in the bank.  
 
Banque Saudi Fransi launched Al-Nagaa – a long-term capital 
appreciation, investing in the stocks of companies in the Asia-
Pacific region which conform to Shariah law. 
 
RHB Group stated it was conducting a feasibility study in the 
hope of gaining entry to the Gulf, starting with Qatar. 
 
Doha Securities Market announced that all listed banks offer-
ing brokerage services will have their licences terminated. Di-
lala Brokerage and Dilala Islamic Brokerage would become 
responsible for all new investor accounts from January 2006. 
 
Abu Dhabi Islamic Bank revealed plans to establish a real es-
tate company capitalized at US$136.138 million – the Bourouj 
Real Estate Company. 
 
Enoc appointed Dubai Islamic Bank to arrange a US$500 mil-
lion Islamic facility to upgrade the Jebel Ali refinery. 
 
Emirates Islamic Bank launched its new Islamic credit card 
program at the 2nd Islamic Retail Banking Conference. 
 
Credit Suisse teamed up with Saudi partners to offer brokerage 
services. It was granted a licence by the Saudi Capital Markets 
Authority. 
 
CIMB-Principal Asset Management’s Global Titans Fund, which 
sold out a few months after it opened in July, received approval 
to increase the fund size by 100 million units. 
 
Kuwait Finance House (Malaysia) applied for Bank Negara 
approval to make its Labuan branch a regional finance hub for 
the Asia Pacific.  
 
CIMB opened a branch in Brunei Darussalam in a move to de-
velop Islamic banking in the region.  
 
It was revealed that an innovative Islamic bond issue would 
form part of the US$9.3 billion financing package for the take-
over of P&O by DP World. The two-year bond issue would be the 
largest ever takeover-related transaction in the Middle East. DP 
World would issue US$2.8 billion of partly convertible Islamic 
bonds. 
 
The Bahrain Monetary Agency issued an initial consultation 
paper on work completed on a new regulatory and supervisory 
framework for investment business licensees: volume 4 of the 
BMA Rulebook. 
 
Affin Holdings announced it would buy a 36.84% stake in Affin 
Merchant Bank from the shipping company MISC. Affin Hold-
ings would pay US$44.99 million cash for the stake before the 
end of the year. 

The Bahrain Monetary Agency signed a MoU with The Tokyo 
Commodity Exchange to develop co-operation between Bah-
rain’s Central Bank and the world’s leading bullion and energy 
exchange. 
 
Dubai Islamic Bank was granted a licence to operate in Paki-
stan by the State Bank of Pakistan. 
 
Venture Capital Bank said it would launch a US$250 million 
venture capital fund early in 2006. 
 
Unisem appointed Standard Chartered Bank Malaysia to act as 
lead arranger for a US$31.77 million Syndicated Islamic Corpo-
rate Financing Facility based on Bai Al Inah. 
 
Maybank introduced Islamic deposit products based on the 
Islamic principle of Al Wadiah Yad Dhamanah in Singapore.  
 
The sale of the Malaysian government’s five-year Islamic bonds 
was delayed to accommodate the government’s financing re-
quirements. 
 
Shamil Bank launched a Shariah compliant, capital-protected 
product investing in currency-linked instruments in collabora-
tion with Deutsche: the US$20 million Shamil FX Mudarabah. 
 
Affin Merchant Bank was appointed by Hubline to act as princi-
pal advisor and lead arranger for Hubline’s proposed issuance 
of Murabahah CPs/MTNs of up to US$39.73 million.  
 
The Bahrain Executive Air Services Company set up its own 
aircraft leasing company – Arabian Aircraft & Equipment Leas-
ing Co – to provide aircraft leasing for its own fleet and to cus-
tomers throughout the region.  
 
It was announced that the second Islamic Index from Dow 
Jones Indexes – the Islamic Sustainability Index – would be 
launched by January 2006 to supplement the existing Dow 
Jones Islamic Index. 
 
The Arab Monetary Fund agreed to lend Sudan an additional 
US$45 million to reform its financial and banking sectors. 
 
HSBC Holdings was the first foreign bank to be granted a full 
investment banking licence by the Capital Market Authority of 
Saudi Arabia.  
 
Newly established Abu Dhabi Investment House was an-
nounced as a strategic partner and sole sponsor of the Energy 
City Qatar private placement in the UAE. 
 
It was revealed that participants at the World Islamic Banking 
Conference would, for the first time, have the choice of partici-
pating in either a Retail Banking Summit or a Corporate & In-
vestment Banking Summit.  
 
It was announced that Aseambankers Malaysia would assist 
Bahrain’s The Housing Bank to raise funds from a sale of  
mortgage-backed securities. 
 
HSBC sought approval to establish a presence in the Dubai 
International Financial Centre early in 2006. 
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The RHB group said it would target GCC investors with its first 
US$100 million co-branded Islamic Index fund – the Dow 
Jones–RHB Islamic Malaysia Index Fund. The open-ended fund 
would track the Index and would be passively managed with a 
low tracking error.  
 
Kuwaiti company Al Madina opened subscriptions in a Shariah 
compliant mutual fund in India. 
 
Malaysia’s Securities Commission released guidelines for Is-
lamic Real Estate Investment Trusts (I-REITs), intended to facili-
tate further development of new Islamic capital market prod-
ucts and set a global benchmark for I-REITs. 
 
Bumiputra-Commerce Holdings purchased an additional 32.03 
million Class B shares in Bank Niaga for US$1.05 million, in-
creasing its total stake to 65.04%. 
 
The construction of Bahrain’s first ever private university for 
women would be funded through a Musharakah financing by 
Emirates Islamic Bank, Gulf Finance House Commercial Bank, 
Amlak Finance and the Islamic Corporation for the Develop-
ment of the Private Sector.  
 
BNP Paribas announced a retail banking drive in the GCC and 
neighbouring markets, including expansion of its Islamic financ-
ing operations. 
 
In Singapore’s first Islamic financing transaction since the 
Monetary Authority allowed banks to offer Murabahah financ-
ing, Standard Chartered Bank concluded a US$96 million Mu-
rabahah facility for Baitak Asian Real Estate Fund I (Labuan). 
 
Bahrain-based Accounting and Auditing Organization for Is-
lamic Financial Institutions’ global certification programme for 
accountants involved in the Islamic finance industry would 
open for registration soon.  
 
Omniyat Properties sold a 50% equity stake in its debut free-
hold property project to Bahrain-based International Invest-
ment Bank.  
 
The Qatar International Islamic Bank revealed it was examining 
the possibility of establishing Islamic banks in several Arab 
countries.  
 
Bahrain’s Financial Trustees Bill, which would legalize trust 
funds and fund managers to attract Arab and foreign invest-
ments, was postponed by the Chamber of Deputies. 
 
Sime Darby issued the second offering from its existing Al  
Murabahah CP and MTNs Program – a US$132.32 million  
4-year facility. 
 
Credit Guarantee Corp Malaysia revealed its expectation that 
its Islamic guarantee scheme – Direct Access Guarantee 
Scheme Islamic would guarantee US$133.3 million in 2006. 
 
Ranhill Power received Islamic financing from the Asian Devel-
opment Bank and Islamic Development Bank for its US$120 
million hydropower joint venture project in Pakistan. 
  
Al Rajhi Banking & Investment Corporation would offer Shariah 
compliant banking services in Malaysia by April 2006. 
 
It was announced that International Accounting Standards for 
the Islamic banking and financial reporting system would be 
issued by the Institute of Chartered Accountants of Pakistan on 
the 1st January 2006. 

A record-breaking number of delegates attended the 12th World 
Islamic Banking Conference in Bahrain – over 700 from more 
than 30 countries.  
 

ABC Islamic Bank and Emirates Islamic Bank announced the 
joint mandate for a US$70 million, three-year Murabahah  
Financing Facility for Iranian Esfahan Steel Company. 
 
Unicorn Investment Bank and Abu Dhabi Holding Company 
joined up to launch a new US$150 million real estate fund: the 
three-year, closed ended, Shariah compliant Gulf Springs Real 
Estate Fund. 
 
RHB Bank signed a MoU with the Japan Bank for International 
Cooperation to receive US$100 million in financing for the 
small and medium industries sector in Malaysia. 
 
An Islamic Finance Advisory Council comprising key industry 
figures was established to work with the Dubai International 
Financial Centre to develop Islamic finance in general, and to 
develop international benchmarks for the industry. 
 
An Islamic broking company licence was granted by the  
Bahrain Monetary Agency to Global Islamic Clearing Company, 
a joint venture between Bahrain-based Islamic Finance  
Consultants and UK financial services firm, Dawnay Day  
Global Investment.  
 
Dubai Islamic Bank’s Shariah Board claimed that new interna-
tional standards for better risk management in Islamic banking 
were set to be approved.  
 
Emirates Islamic Bank launched Ethmar, its new priority bank-
ing service targeted at high net worth individuals. 
 
Dubai’s Ports Customs and Free Zone Corporation announced 
it would list a US$2.72 billion Sukuk issue on the Dubai Inter-
national Financial Exchange. 
 
Bahrain-based Noriba Bank revealed it was developing an Is-
lamic version of a repurchase agreement to stimulate the sec-
ondary market for Sukuk and thus help Islamic banks to create 
liquidity. 
 
Ithmaar Bank announced it would launch its IPO early in 2006.  
 
Abu Dhabi Islamic Bank opened a new full service branch in 
Khorfakkan. 
 
The Al Basha’er GCC Equity Fund broke all records for funds of 
its kind, exceeding its target by US$140 million, and raising 
more than US$540 million.  
 
Rasmala Investments was licensed by the Dubai Financial Ser-
vice Authority as an authorized firm in the Dubai International 
Financial Centre.  
 
MOVES 
 
Chairman of HSBC Holdings plc, Sir John Bond would retire in 
May 2006 and be replaced by current CEO Stephen Green. 
Michael Geoghegan would become the new CEO. Dyfrig John 
would replace Mr Geoghegan as head of the UK business. 
 
Oasis International Leasing appointed Saeed Al Hajeri to its 
Board of Directors. 
 
The Islamic Finance Advisory Council appointed six honorary 
members to sit on its board for two years. 
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Islamic banks have had mixed success in Jordan. 
The Jordan Islamic Bank for Finance and Invest-
ment was created in 1978 as a member of the 
Saudi Arabia-based Al Baraka network of Islamic 
banks, but 90% of its capital was Jordanian 
owned. By 1986 it had become the sixth largest of 
Jordan’s banks in assets and had financed numer-
ous projects. The Islamic International Arab Bank 
provides a full range of comprehensive and com-
plementary banking services for individuals and 
corporations in accordance with Islamic Shariah 
rules. The existence of such banks has proven  
to be for the benefit of the entire economy. My 
studies and research in the area have led to the 
following findings. 
 

 

• The existence of Islamic banks in Jordan mobilized large 
amounts of monies previously hoarded by individuals so 
as to avoid engaging in usury interactions with banks. 

• Statistics indicate that the establishment of Islamic 
banks in Jordan has not reduced the deposits of previ-
ously existing banks (reallocation of fixed money sup-
ply). Instead it has reduced the hoarded money, which 
can then contribute to the growth of the financial sys-
tem. 

• The statistical results of a two-stage ordinary least 
square model to capture the direct and indirect effects 
of Islamic banks in Jordan show that changes in  
total investment and net transfers from abroad have 
had a positive and significant impact on real per  
capita income.  

• The total credit provided by conventional banks proved 
to be insignificant, even though it shows a positive coef-
ficient. This can be explained by the fact that a large 
portion of such credits goes to the service sector.  

Contribution of Islamic  
Banks to the Development  
of the Jordanian Economy  

By Said Al Hallaq 

• Regarding the specific impact of the change in financing 
and investment by Islamic banks in Jordan as a percent-
age of total credit by conventional commercial banks on 
the investment level, it was found to be positive but 
insignificant. This is to be expected, since most financial 
operations conducted by such banks are short-term  
or medium-term, so that the bank has to hold high  
levels of cash to meet any contingency in an  
emergency situation.  

 
Islamic banks differ from conventional banks in that their  
spectrum of financing is more varied. Their investments are 
more diversified in terms of maturity, liquidity and risk, ranging 
from the relatively short-term, more liquid and less risky mode 
of Murabahah to the longer term, less liquid and higher risk 
mode of equity (or direct Musharakah) financing. Each mode 
differs in its effect on the capital accumulation capability and 
resource utilization efficiency of the banks, and thus the eco-
nomic growth of the relevant country also varies. The effect of a 
bank’s activity on economic growth will therefore depend on 
which modes of finance and investment the bank undertakes 
most, and how much each one of these modes contributes to 
economic growth. 
 

 
Broadly speaking, Islamic financial transactions are of two 
kinds: one is based on a fixed charge on capital, and the other 
is based on profit sharing. At present, fixed return modes  
of financing are dominating usage by most Islamic banks – 
modes such as Murabahah and leasing. Even though these are 
clearly distinguishable from interest-based modes, as transac-
tions are always done through real commodities, they do not 
yield the full benefits in terms of promoting growth with equity 
which is expected of an Islamic financial system. Specialists in 
Islamic financial theory had counted on Islamic banks to pro-
vide a significant amount of profit-sharing finance, which would 

“At present, fixed return modes  
of financing are dominating usage 
by most Islamic banks – modes 
such as Murabahah and leasing” 

“The existence of Islamic banks 
has proven to be for the benefit of 
the entire economy” 
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have had economic effects similar to direct investment and 
would have produced a strong economic development impact. 
However, due to practical difficulties, profit-sharing finance has 
remained negligible in the operations of Islamic banks. 
 
Financing modes such as Murabahah are serving a useful  
purpose: they provide investors with high liquidity at low risk. 
Unfortunately, until a proper institutional set-up is built and the 
necessary products, including those for managing risk, are 
developed, it may not be possible for Islamic banks to increase 
drastically the use of riskier modes. However, Islamic banks 
can be encouraged to provide more profit-sharing finance if 
arrangements are made to reduce the costs involved by appro-
priate institutional arrangements, as well as financial engineer-
ing consistent with the preferences of fund users. The benefits 
of direct investment in terms of economic development may 
not always be fully reflected in the rate of return; they are felt 
by society as a whole. It may, therefore, pay to support the  
involvement of Islamic banks in profit-sharing finance, as until 
such arrangements are made, banks will not increase their risk 
exposure to any large extent. In the short run, therefore, the 
emphasis should move to a greater reliance by businesses on 
equity and a smaller reliance on credit. For this purpose  
attempts should be made to increase the number of equity 
institutions such as mutual funds, unit trusts and equities. 

Contribution of Islamic Banks to the Development  
of the Jordanian Economy  

By Said Al Hallaq 
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Sri Lanka and the Scope  
for Islamic banking 

By Faizal Salieh 

Sri Lanka is one of the few non-Islamic countries to 
have legislated for Islamic banking. The revised 
Banking Act No 30 of 1988, as amended in 2005, 
allows both commercial banks and specialized 
banks to operate on a Shariah compliant basis, 
including: “the acceptance of a sum of money in 
any manner or form from any person for a fixed 
period of time for investment in a business venture 
of the bank on the basis that profits or losses of 
the venture will be shared with the person from 
whom such money is accepted in a manner deter-
mined at the time the money is accepted.” This 
landmark legislation came in after years of inten-
sive discussions and lobbying by Amana Invest-
ments, the pioneer Islamic services provider in the 
country, with the Central Bank of Sri Lanka.  
 

Sri Lanka is a democratic socialist republic which gained inde-
pendence in 1948 from colonial powers. The President is the 
head of state, wielding executive powers based on the French 
model, and is elected for a term of six years. The national legis-
lature is the parliament, with 225 members elected for five 
years. Local government is devolved to nine provincial councils 
elected once every four years. 
 

The newly elected President, Mahinda Rajapakse, is keen to 
resolve the country’s ethnic Tamil problem which has pre-
vented the economy from reaching its full potential. The Cease 
Fire Agreement with the Liberation Tigers of Tamil Elam (LTTE) 
is still operational. The present regime’s “pro-business and pro-
poor” approach, which was strongly emphasized in its budget 
for 2006, is comparable to that of India. In his inaugural policy 
statement Mr Rajapakse indicated the need for an active pri-
vate–public partnership process to rebuild a new Sri Lanka. 
 

The majority of the country’s 19.5 million population is Bud-
dhist (77%), while Muslims constitute about 8.5%. Population 
growth in 2004 was around 1.1%.  

The workforce is estimated to be about 8 million with labour 
participation (working population) of around 48% and unem-
ployment at 8.5% as at the end of 2004. The service sector 
accounts for 45% of total employment. 
 

Although relatively small, the economy has been quite resilient 
to the shocks and impacts of the longstanding ethnic conflict 
and the tsunami of 2004. 
 

The implementation of the ceasefire agreement with the Tamil 
rebels in 2001 and the pursuit of a negotiated peace settle-
ment has helped the economy to record positive growth rates. 
  
The economy grew by 5.1% during the first half of 2005 despite 
the setbacks caused by the tsunami disaster. It is expected to 
record a growth of 5.3% for 2005. The country’s per capita GDP 
at market prices for the first time crossed the US$1,000 mark 
in 2004, recording US$1,031.  
 

The services sector is the largest sector in the economy, repre-
senting 54% of GDP. Agriculture contributes about 20% and 
manufacturing 26%. Expatriate worker remittances are a major 
source of funding the trade deficit. 
 
The capital account is closed but the current account is partly 
liberalized. The local currency is determined by market forces. 
 
Since May 2004 a rising trend in inflation has been observed 
with substantial demand pressure still prevailing. The year-end 
inflation is projected to be 10%–11% based on improved sup-
ply-side factors and monetary policy measures, though the 
published figures indicate 13%–14% in September 2005.  
 
Interest rates showed an increasing trend in 2005 with the 
Average Weighted Deposit Rate (AWDR) moving from 5.3% in 
January to 6.2% in December. Weighted Average Prime Lending 
rates moved from 9.8% to 12.2% during the corresponding 
period. The yield on 12-month Treasury Bills increased from 
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7.65% to 10.4% during the first eight months of 2005. Based 
on the expected budget deficit in 2006, higher oil prices and 
the pressure on the local currency, the upward trend in interest 
rates is likely to continue. 
 
International trade improved significantly with a 12.7% growth 
in exports, and an 11.3% growth in imports, while services and 
remittance increased substantially during the first eight months 
of 2005. Aided by the high growth in remittances and other 
inflows, the overall balance of payments has turned to a sur-
plus of around US$190 million by the end of the first eight 
months of 2005. Gross official reserves increased to US$2.2 
billion or 3.2 months’ of imports in that period. The budget 
deficit was 5% of GDP (5.4% in 2004). 
 
Prospects for 2006 are promising according to the Central 
Bank of Sri Lanka, with a projected 6% economic growth.  
Key structural reforms in the power and telecommunication 
sectors and the labour markets are being facilitated by  
the government. 
 

The banking, insurance and equity markets embody the major 
part of Sri Lanka’s financial sector.  
 

The commercial banking sector constitutes about 65% of the 
total assets in the financial system. There are 22 commercial 
banks operating in Sri Lanka, comprising two large state-owned 
banks, nine private banks and 11 foreign banks. Their total 
assets as at the end of July 2005 was about US$11.76 billion. 
The two state banks account for about 48% of the total assets 
whilst the foreign banks account for 14%. The average growth 
rate of deposits in the banking system has been around 15% 
over the last five years. The two state-owned banks – Bank of 
Ceylon and Peoples Bank – along with Commercial Bank of 
Ceylon and Hatton National Bank, account for a large chunk of 
the current market both in terms of deposits and advances. 
The performance of the banking sector improved during the 
first half of 2005, as reflected by the growth in capital funds 
and increased profits of banks. Customer deposits are the 
main source of funds for banks and constitute about 75% of 
their liabilities. 
 

 
The country’s financial system is largely a bank-based one, and 
not really market-based. The capital markets are underdevel-
oped and have not posed real competition to the banking sec-
tor. The low level of financial disintermediation has resulted in 
high interest spreads for the banks. 

Public confidence in the banking system is high as there has 
been only one bank failure since the country’s independence in 
1945 – that of Pramuka Bank, a small savings bank, which 
collapsed in 2002. The new Government has since announced 
its commitment to resurrect this bank. 
 
Consolidation is gathering momentum in the banking system 
as the regulators have begun directing banks towards higher 
capitalization, better risk management practices, higher opera-
tional efficiencies and strict internal controls. The banking sys-
tem is preparing itself to comply with Basel II. 
 
There are 13 licensed insurance companies in Sri Lanka in-
cluding one Takaful operator (Amãna Takaful). The total pre-
mium collected in 2004 amounted to US$239.11 million, while 
the total assets of the insurance companies amounted to 
US$705.57 million. The insurance penetration level measured 
in terms of total gross premium as a percentage of GDP is 
around 1.5% and the insurance density or per capita premium 
amounts to US$14.80. This offers a promising growth opportu-
nity for strong insurance companies and banks who can offer 
bancassurance products. 
 

The Takaful concept in insurance is seeing increasing market 
acceptance, and two of the largest insurance operators have  
announced their intention to offer Takaful products to the mar-
ket in 2006. 
 
The equity market has remained relatively small despite a  
long period of existence. Market capitalization is about US$6  
billion, or 15% of GDP. The largest securities market is govern-
ment securities. 
 

The Colombo Stock Exchange (CSE) has gained over 27% in 
2005 in terms of All Share Price Index. The daily average turn-
over on the CSE was around US$4.63 million in 2005, with 
shares of more than 200 companies being traded. The Securi-
ties and Exchange Commission of Sri Lanka is the capital mar-
ket regulator in the country and monitors the CSE. 
 

Islamic banking has been a long-cherished need among Sri 
Lanka’s Muslims since the creation of market awareness in 
1997, when Amana entered the market as the pioneering Is-
lamic financial institution offering Shariah compliant deposit 
and financing products.  
 
There have been other attempts at village and provincial levels 
to create Islamic fund-type operations, but their success has 
been limited due to, among other reasons, their being unregis-
tered entities with little professionalism and the absence of a 
profit motive. Of late, the Ceylinco Group has formed a com-
pany that offers PLS-based products to the market.  
 
Amana has led the market both in terms of creating awareness 
and providing Shariah compliant financial solutions. Whilst the 
group was able to obtain early regulatory approval to operate 
its Takaful insurance business, the regulatory approval for a 
banking licence has taken well over seven years, as it involved 
fundamental changes to the Banking Act. Amana is now at the 
head of the queue for a licence to operate as a fully fledged 
Islamic commercial bank. 
 

Sri Lanka and the Scope for Islamic banking  
By Faizal Salieh 
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Following the new legislation, some of the existing conventional 
banks are expected to open Islamic banking windows with a 
view to preventing their Muslim customers from migrating to 
Islamic banks. It is also possible that the market might see a 
few new entrants to Islamic banking, although the Central Bank 
has upped the minimum capital requirements for licensing 
substantially. 
 

The size of the Islamic market is estimated at around US$500 
million – US$600 million. 
 

The regulators are becoming alive to the growing Islamic mar-
ket segment, both local and global, and the global develop-
ments and trends in Islamic banking. Some of the key chal-
lenges they face in this regard include developing appropriate 
mechanisms to regulate Islamic banks, facilitating inter-bank 
transactions and developing relevant inter-bank and treasury 
instruments for the investment of surplus funds by Islamic 
banks. Further relevant changes to the fiscal and legislative 
environments will soon be necessary to facilitate Islamic bank-
ing transactions. 
 

Yet another challenge facing the industry is the competency 
gap in human resources, both at the regulatory and market 
levels. Islamic bankers and Shariah scholars are scarce re-
sources and are critical success factors to the industry’s future 
growth and development. 
 

All in all, Sri Lanka is an emerging market and the scope for 
Islamic banking looks both positive and exciting. 

Sri Lanka and the Scope for Islamic banking  
By Faizal Salieh 

The author is the Managing Director of Amana  
Investments, Sri Lanka. 
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Although Thailand is predominantly a Buddhist 
country, the regions bordering Malaysia have a 
large Muslim population. Muslims are mainly con-
centrated in the provinces of Yala, Pattani, 
Songkhla, Satun and Narathiwas. While only about 
4% of the country is Muslim, it is a wealthy and 
influential community. As a consequence, Thailand 
boasts more than 3,000 mosques and more than 
30 Islamic councils dealing with various aspects of 
Muslim livelihood. The rapid growth of Islamic 
banking worldwide has provided a further impetus 
for Thailand to venture into Islamic banking. De-
spite Thailand’s late entry into the field, it never-
theless seems to be progressing rapidly. 

 

Even though Thailand was never a British colony, it was a Brit-
ish-owned bank that first introduced conventional banking to 
Thailand. While traditional money-lending was common in Thai-
land, it was only in 1888 that a conventional bank was first 
established. The British-owned Hong Kong and Shanghai Bank 
commenced banking activities in Thailand in 1888. Noting the 
success of the Hong Kong and Shanghai Bank, the Chartered 
Bank of India, Australia and China followed its footsteps in 

1894. Next in line was the Banque de l’Indochina in 1897.  
The first domestic or local bank to be set up was the Siam 
Commercial Bank, established in 1906.  
 
Prior to the Second World War, banking in Thailand was domi-
nated by foreign banks. Following the war, however, domestic 
banks mushroomed, mainly due to the encouragement pro-
vided by the Thai Government. The favourable economic condi-
tions – such as bank guarantee of rice export premium and 
various bank charges and profits from foreign trade bills – en-
couraged banking. The multiple exchange rate system for dif-
ferent categories of exports and imports helped to boost the 
profitability of banking business. As a result, 11 Thai banks 
were established immediately after the war and seven foreign 
banks also opened their offices in Bangkok. Moreover, bank 
branches multiplied throughout the country. The growth of 
banking was so rapid that the Government had to exercise 
strict control over the granting of bank licenses from the 
1950s. Foreign banks were not allowed to open new banking 
offices in Bangkok or in the urban provinces. The granting of 
licenses was more favourably considered in new developing 
areas, where banking services were inadequate. The govern-
ment policy of expanding international trade since the 1960s 
also contributed to the growth of banking. 
 
The financial structure of Thailand is rather broad, with numer-
ous bodies being responsible for its supervision. Table 1 pro-
vides an overview of the wide scale of operations. Islamic 
banks are currently not included in the table in view of their 
relatively small size. They are, however, supervised by the Bank 
of Thailand (Central Bank). 

The Development of Islamic 
Banking in Thailand 

By Bala Shanmugam and Vignesen Perumal 
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The Thai financial system 
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1. Bank of Thailand Ministry of Finance Bank of Thailand Act B.E. 2485 and amended. 

2. Commercial bank Bank of Thailand Commercial Banking Act B.E. 2505 and amended 

3. Foreign bank branches Bank of Thailand Commercial Banking Act B.E. 2505 and amended 

4. 
Bangkok International Banking  
Facilities (BIBFs) Bank of Thailand Commercial Banking Act B.E. 2505 and amended 

5. 
Provincial International Banking  
Facilities (PIBFs) Bank of Thailand Commercial Banking Act B.E. 2505 and amended 

6. Finance companies Bank of Thailand 
The Act on the Undertaking of Finance Business,  
Securities  

7. Finance & securities companies Bank of Thailand 
The Act on the Undertaking of Finance Business,  
Securities  

8. Credit foncier companies Bank of Thailand 
The Act on the Undertaking of Finance Business,  
Securities  

9. The Government Savings Bank Ministry of Finance/Bank of Thailand Government Savings Bank Act, B.E. 2489 

10. 
The Bank for Agriculture and  
Agricultural Cooperatives (BAAC) Ministry of Finance/Bank of Thailand 

The Bank for Agriculture and Agricultural Cooperatives Act, 
B.E. 2509 

11. The Government Housing Bank Ministry of Finance/Bank of Thailand Government Housing Bank Act, B.E. 2496 

12. 
The Export-Import Bank of  
Thailand (EXIM Bank) Ministry of Finance/Bank of Thailand The Export-Import Bank of Thailand Act, B.E. 2536 

13. 
The Industrial Finance  
Corporations of Thailand (IFCT) Ministry of Finance/Bank of Thailand The Industrial Finance Corporation of Thailand Act, B.E. 2502 

14. 
Small and Medium Enterprise  
Development Bank of Thailand  

Ministry of Finance/Bank of Thailand 
Ministry of Industry 

Small and Medium Enterprise Development Bank of Thailand 
Act, B.E. 2545 

15. Islamic Bank of Thailand Ministry of Finance/Bank of Thailand Islamic Bank of Thailand Act, B.E. 2545 

16. 
The Small Industry Credit  
Guarantee Corporation (SICGC) Ministry of Finance/Ministry of Industry 

The Small Industry Credit Guarantee Corporation Act,  
B.E. 2534 

17. 
Secondary Mortgage  
Corporation (SMC) Ministry of Finance/Bank of Thailand 

Emergency Decree on Secondary Mortgage  
Corporation B.E.  2540 

18. Asset Management Corporation (AMC) Ministry of Finance/Bank of Thailand 
Emergency Decree on the Asset Management  
Corporation B.E. 2540 

19. Asset Management Companies Ministry of Finance/Bank of Thailand 
Emergency Decree on the Asset Management  
Company B.E. 2541 

20. Money changers Ministry of Finance/Bank of Thailand Exchange Control Act, B.E. 2485 

21. Securities companies Securities and Exchange Commission The Securities and Exchange Act, B.E. 2535 

22. Mutual fund management companies Securities and Exchange Commission The Securities and Exchange Act, B.E. 2535 

23. Life insurance companies Ministry of Commerce Life Insurance Act B.E. 2510 and amended 

24. Agricultural cooperatives 

The Department of Cooperatives  
Promotion and the Department of  
Cooperative Auditing, Ministry of  
Agriculture and Cooperatives 

Cooperative Act, B.E. 2511 

25. Savings cooperatives 

The Department of Cooperatives  
Promotion and the Department of  
Cooperative Auditing, Ministry of  
Agriculture and Cooperatives 

Cooperative Act, B.E. 2511 

26. Provident Fund Securities and Exchange Commission Provident Fund Act, B.E. 2530 

27. Social Security Fund Ministry of Labour and Social Welfare Social Security Act, B.E. 2533 

28. Pawnshops Ministry of Interior Pawn-shop Act, B.E. 2505 

 Item Regulator Law Related 

Source: Bank of Thailand (2002), Annual Report 

Table 1: Financial Institutions in Thailand 

The Development of Islamic Banking in Thailand 
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In 2003 there were 13 Thai commercial banks and 18 foreign bank branches, as highlighted in Table 2. Islamic banks fall within the 
specialized financial institution category. 
 
 

Table 2: Types of Financial Institutions 

1. Thai commercial banks 13 banks 

2. Foreign bank branches  18 banks 

3. New IBFs 5 banks 

4. PIBFs 6 banks 

5. Finance companies  18 companies 

6. Credit foncier companies 5 companies 

7. Specialized financial institutions 6 banks / 4 companies 

8. Representatives office in Thailand 20 institutions 

9. Asset management company 16 companies 

Source: Bank of Thailand (2002), Annual Report 
 
The major constituents of the Thai financial system are illustrated in Table 3. It needs to be noted that the specialized financial  
institutions, the category in which Islamic banking is included, constitutes less than 20% of the total share of the assets of financial 
institutions. This illustrates that these institutions are very much at an infancy stage. 
 
The apex of the financial system is, of course, the Central Bank, established in 1942. The core objective of the bank has been  
described as: “To provide a stable financial environment in order to support sustainable economic growth resulting in the continuous 
improvement of the standards of living of the people of Thailand.” 
 
Table 3: Major Constituents of Thailand’s Financial System (end 2002) 

        Total assets/ 
values 

Share of total  
assets 

  Constituents first established No (Bt b) (%) 

Commercial banks Domestic banks 1906 13 5,780 59.4 

  Foreign bank branches 1988 18 686 7 

Capital markets SET market capitalization 1975 n/a 1,986 n/a 

  Public bonds outstanding 1933 n/a 1,757 n/a 

  Corporate bonds outstanding 1992 n/a 543 n/a 

  Securities companies 1953 39 51 0.5 

  Mutual fund companies 1975 14 467 4.8 

SFIs Government Savings Bank 1913 1 600 6.2 

  BAAC 1966 1 396 4.1 

  Government Housing Bank 1953 1 362 3.7 

  IFCT 1959 1 210 2.2 

  Export Import Bank 1993 1 48 0.5 

  SME Bank (formerly SIFC) 1992 1 13 0.1 

  Secondary Mortgage Corp. 1997 1 2 0.02 

Non-bank financial  
intermediaries 

Finance companies 1969 19 254 2.6 

  Credit foncier companies 1969 6 6 0.1 

  Life insurance companies 1929 26 360 3.7 

  Agricultural cooperatives 1916 4,073 67 0.7 

  Non-agricultural cooperative 1937 2,333 437 4.5 

Source: Disyatat and Nakorntab, 2003 

The Development of Islamic Banking in Thailand 
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With the Head Office located in Bangkok, the Bank of Thailand has another four regional branches for the effective supervision of 
outlying areas. The eastern regional office is located in Khon Kaen, the southern office is in Songkhla, while the northern region has 
two offices, one in Chiang Mai and the other in Lampang. 
 
As highlighted in Table 2, commercial banks are the dominant financial institutions in Thailand. In addition to undertaking their tradi-
tional banking activities, commercial banks have obtained International Banking Facilities (IBF) licenses from Central Bank. In this 
way commercial banks have expanded their scope of business. Although there are quite a few branches of foreign commercial banks 
operating in Thailand, the local banks hold a larger proportion of the market share. 
 
The second largest group of financial institutions is Specialized Financial Institutions. 
 
Table 4: Specialized Financial Institutions’ Addresses 

No Financial institutions Address 

1. BANK FOR AGRICULTURE AND AGRICULTURAL  
COOPERATIVES (BAAC) www.baac.or.th 

469 Nakornsawan Rd., 
Jitradha, Dusit, Bangkok 10300 
Tel +66(0) 2280-0180, ext 2947  
Fax +66(0) 2280-0442 
+66(0)2280-5320 

2. GOVERNMENT HOUSING BANK (GHB) www.ghb.co.th 63 Rama IX,  
Huaykwang, Bangkok 10320 
Tel +66(0) 2246-0303 Fax +66(0) 2246-1789 

3. THE GOVERNMENT SAVING BANK (GSB) www.gsb.or.th 470 Pholyothin Rd., 
Samsen,Phayathai, Bangkok 10400 
Tel +66(0) 2299-8000 
Fax +66(0) 2271-1515 

4. EXPORT-IMPORT BANK OF THAILAND (EXIM) www.Exim.go.th 1193 Exim Building, Paholyothin Rd. 
Samsen, Phayathai, Bangkok 10400 
Tel +66(0) 2278-0047, +66(0)2271-3700, +66(0)2617-2111 
Fax +66(0) 2271-3281 

5. SMALL AND MEDIUM ENTERPRISE DEVELOPMENT BANK of 
THAILAND (SME Bank) 
www.smebank.co.th  
(changed from Small Industrial Finance Co (SIFC)) 

9th floor Siripinyo Building 
475 Sri Ayudhaya Rd, Rajtavee,  
Bangkok 10400 
Tel. +66(0) 2201-3700 
Fax. +66(0) 2201-3723-34 

6. ISLAMIC BANK OF THAILAND 
www.ISBT.co.th 

28th floor, UM Tower 
9 Ramkunhang Rd, Saunloung,  
Bangkok 10250 
Tel +66(0) 2729-8807-12 
Fax +66(0) 2729-8814 

7. 
 

THE INDUSTRIAL FINANCE CORPORATION OF THAILAND 
(IFCT) www.Ifct.co.th 

1770 New Petchburi Rd, 
Huaykwang, Bangkok 10320 
Tel +66(0) 253-7111,  
+66(0) 253-9666 
Fax+66(0) 253-9677 

8. ASSET MANAGEMENT CORPORATION (AMC) www.amc.or.th 7–10th floor, SPE Tower 
252 Phalolyotin Rd, Samsen, Phayathai, Bangkok 10400 
Tel +66(0) 2615-0123 
Fax +66(0) 2615-0160 

9. SECONDARY MORTGATE CORPORATION (SMC)  
www.smcthailand.com 

6th floor, Muang Thai Phathara 2, 
252–253 Rachadapised Rd, Huaykwang, Bangkok 10320 
Tel +66(0) 2693-3170-7 
 Fax +66(0)2693-3179 

10. THAI ASSET MANGEMENT CORPORATION 
www.Tamc.or.th 

EXIM Building 
1193 Phahotyothin Rd, Phayathai, Bangkok 10400 
Tel +66(0) 2357-1826-32 
Fax +66(0)2357-1845 

Source: Bank of Thailand (2003), Annual Report 
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It is interesting to note that the Islamic Bank of Thailand is 
included on this list. The major players in this category are the 
Bank for Agriculture and Agricultural Cooperatives (BAAC), the 
Government Housing Bank and the Government Savings Bank. 
In addition to their normal commercial motives, these institu-
tions also play an important social role in the Thai economy. 
The BAAC is mandated to offer favourable financial assistance 
to the agrarian community. 
 
The Government Housing Bank, which was established in 
1953, is wholly owned by the Government. Its primary role is to 
provide long-term loans at low rates of interest to the less 
wealthy sections of the Thai community. The Government Sav-
ings Bank caters for the small savers. With its extensive branch 
network, together with its mobile units, the Government Sav-
ings Bank is able to tap rural savings. 
 

The spiritual head of Muslims in Thailand is known as Chulara-
jamantri. In the early 1980s the then Chularajamantri, Haji 
Muhammad Prasert Muhammad was one of the earliest to 
propose the idea of a separate fund for Muslims. The fund was 
charitable in nature and was for the benefit of the poorer sec-
tions of the Muslim Ummah. The Office of the Chularajamantri 
set the following objectives: 
 

• To prove to Muslims that the only remedy to the prob-
lems of the needy and the poor was to centralize the 
zakat fund in order to enable it to function effectively 
and correctly in accordance with Islamic principles. 

• To eliminate poverty and hardship, which will result in  
narrowing the gap between the rich and the poor within  
Islamic society. 

• To create a brotherly atmosphere within the Muslim 
Ummah in each and every community, as it is the obli-
gation of the rich to pay zakat while the needy and the 
poor have the right to receive it. Muslims should never 
be seen “begging from kafir” (non-believers) in Thai-
land. 

• To ensure that the zakat fund assists Muslim children in 
their basic Islamic education, regardless of their par-
ents’ economic situation. 

 
(Source: Pitsuwan, 1988) 
 
The establishment of this fund is viewed by scholars as the 
beginning of Islamic banking and finance in Thailand. Following 
from this, the idea of having separate funds to cater for the 
Ummah spread rapidly. By 1987 the Pattani Islamic Savings 
Cooperative was established. The success of this Shariah com-
pliant cooperative encouraged the establishment of fairly basic 
but similar financial institutions. By 2001 four other Islamic 
financial institutions were established: 
 

• Ibnu Affan Saving Cooperative (Pattani). 
• As-Siddiq Saving Cooperative (Songkhla). 
• Saqaffah Islam Saving Cooperative (Krabi). 
• Al-Islamiah Saving Cooperative (Phuket). 

 
(Source: Haron and Yamirudeng, 2003) 

While these institutions were basically cooperative societies, 
fully fledged banking operations were also being implemented. 
In 1998 the Government Savings Bank established an Islamic 
window within its premises to cater for those wanting to adhere 
to the precepts of Shariah. Following its success, the Bank of 
Agriculture and Agricultural Cooperative established a similar 
feature at its southern branches in 1999. The next major step 
in the progress of Islamic banking in Thailand was the setting 
up of a fully fledged Islamic branch by state-owned Krung Thai 
Bank in 2002. Krung Thai Bank, a major player in the Thai fi-
nancial system, continued serving Muslims with more Islamic 
branches in Muslim-dominated areas. 
 

Another major milestone in the development of Islamic banking 
in Thailand came in 2002. The Islamic Bank of Thailand Act 
B.E. 2545 was passed. The rationale for this Act was described 
as follows: 
 

“It is considered that the aims and operations of the conven-
tional banking business involve the payment of interests, 
which are in contrary to the principles of the Religion of Is-
lam. It is therefore deemed expedient to constitute an Is-
lamic bank called the ‘Islamic Bank of Thailand.’ Its aims and 
operations are to undertake financial business and other 
businesses which are in compliance with the principles of the 
Religion of Islam and which encourage and promote domes-
tic and foreign savings and investment in order to sustain 
Thai economic growth.” (Source: Government Gazette, Vol. 
119, Part 108a, 21 October B.E. 2545) 

 

Although the Act was passed only in 2002, the actual idea for 
the establishment of an Islamic bank can be traced back to 
1994 when the Royal Thai Government signed the “Indonesia–
Malaysia–Thailand: Growth Triangle – IMT-GT Project.” Under 
this project the Government had to create a development plan 
for five southern provinces, where the population is predomi-
nantly Muslim, specifically as a linkage.  
 

The Government had assigned the National Economic and So-
cial Development Council and Fiscal Policy Office – Ministry of 
Finance to study the possibility of setting up the bank accord-
ing to Islamic principles. The report supported the establish-
ment of such a bank, relying on the fact there were already 
many Islamic banks in various countries, especially in Malaysia. 
To push for the establishment of the Islamic bank, the Govern-
ment took the following steps: 
 

• Persuaded local banks to provide services according to  
Islamic principles. Bangkok Bank was the first to pro-
vide such services in late 1997. Unfortunately, the eco-
nomic crisis meant the bank was closed down and the 
services were terminated, although depositors did have 
their money returned in full. 

• Asked state-owned banks to provide Islamic services as 
a pilot scheme prior to the establishment of full banking 
services. The first Government bank to provide the ser-
vices was the Savings Bank, followed by the Bank for 
Agriculture and Agricultural and Cooperatives and the 
Krung Thai Bank. 

• Assigned the Ministry of Finance to draft the Islamic 
Bank of Thailand Act, which was submitted to  
the House of Representatives, and successfully passed 
and announced as the Act in October 2002. Presently 
the bank is under the supervision of the Ministry  
of Finance. 

The Development of Islamic Banking in Thailand 
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The Islamic Bank of Thailand (ISBT) was established under the  
Islamic Bank of Thailand Act B.E. 2545, effective from the 22nd  
October 2002. The current paid-up capital is US$17.35  
million. Of these shares, 10.453 million shares are owned by 
foreign interests, representing 15% of the shareholding.  
According to ISBT Regulations, it limits foreign holding to 33%. 
 
The mission of the Islamic Bank of Thailand is listed on its web-
page as follows: 
 

• To maintain the role of a bank that is not tied up with 
interest. 

• To strengthen the organizational stability. 
• To provide an excellent service. 
• To well direct and supervise the business. 
• To carry out social and community development. 

 
Its vision is to “carry on business in accordance with Islamic  
precepts. It is meant to be stable and modern with excellent 
service under an efficient management and good supervision.” 
 
In May 2003, the Thai Interior Minister Wan Muhammad Noor 
Matha announced that the Islamic Bank of Thailand would be 
officially opened on the 1st June 2003: “The Islamic Bank of 
Thailand will serve Thai Muslims based on Islamic principles 
that is, there will be no interests for deposits, but cash will be 
treated as investment,” said the Interior Minister, who is him-
self a Thai Muslim. 
 
Wan Noor said that the Islamic Bank of Thailand would be ini-
tially operated with a capital of US$12.14 million contributed 
by the Ministry of Finance, the Government Savings Bank and 
the Government’s pension fund. This would be half of its 
planned initial capital of US$24.28 million. 
 
According to the Minister, the private sector, as well as the 
Islamic Bank of Brunei and an investment fund from Bahrain, 
also expressed their interest in jointly investing in the Islamic 
Bank of Thailand. The Government, through the state-run 
Krung Thai Bank, had operated Islamic banking services on a 
trial basis over the preceding months. Wan Noor stated: 
 

“The Islamic Bank of Brunei wants to invest 200 million 
baht in the Islamic Bank of Thailand, with negotiations to be 
finalized soon. The investment fund from Bahrain, on the 
other hand, wants to invest in the bank as much as US$4 
billion, and negotiations are under progress.” 
(Pattaya Mail, May 2003) 

 
Like other banks, the Islamic Bank of Thailand provides the 
following services, albeit without the application of the interest 
element: deposit accounts (saving, current and investment 
accounts); debit cards; retail financing (vehicle, housing and 
consumer financing); commercial financing (real estate financ-
ing, buying material financing, vehicle and machinery leasing 
financing and investment financing).  
 
Following the success of the initial two branches in Bangkok, 
four more branches in the southern region were proposed for 
December 2003. 
 

The Government of Thailand has outlined various objectives 
that ought to be achieved by Islamic banks operating in  
Thailand: 
 

• to meet the banking and credit needs of the Muslim 
population in Thailand in conformity with Shariah; 

• to cultivate savings habits among the Thai Muslims, 
particularly for pilgrimage purposes; 

• to supply low-cost funds for entrepreneurs who wish to 
undertake investment projects, especially in the south-
ern border provinces; 

• to attract savings and investments from other Muslim 
countries; 

• to encourage non-Islamic financial institutions to partici-
pate in the Islamic banking sector. 

 
(Source: Division of Financial Policy and Financial Institution, 
2001) 
 

 
While no timeframe has been given for the accomplishment of 
these objectives, the Government is keen to see Islamic banks 
progressing in the right direction. There are, however, a num-
ber of hurdles, some of which are Thailand-specific, but most 
are common to any business anywhere in the world. 
 
The first, most common problem is the teething problem of any  
venture at an early stage – low levels of acceptance, high unit 
costs and inefficient procedural features. It will only be a mat-
ter of time and experience before the Islamic banks of Thailand 
overcome these problems. Associated with this problem is the 
initial lack of patrons and consequently transactions. It must be 
reiterated that Thailand’s Muslim population is merely 4% of 
the total population. While it is not only Muslims who patronize 
Islamic banks, they are the frontrunners, so it is only when Thai 
Muslims commit to this form of banking that one can expect 
non-Muslims to follow suit. In addition, while some patrons may 
use Islamic banks because of their religious beliefs, the vast 
majority would insist on commercially competitive yields and 
rates of return. A catch-22 situation arises whereby commercial 
viabilities require critical mass and critical mass insist on com-
mercial viabilities! It is hoped that the Islamic banks have suffi-
cient reserves to weather the storm and that the initial patrons 
are prepared to be patient with the performance of the banks. 

The Development of Islamic Banking in Thailand 
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Province Total  
population 

Number of population  
below poverty line 

% 

Songkha 1,289,508 20,992 1.6 

Pattani 598,636 124,200 20.7 

Yala 402,889 152,777 37.9 

Naratiwas 641,489 292,451 45.6 

Source: The National Committee of Social and Economic  
Office, 1998  

Where nearly half of the Naratiwas and a third of the Yala 
population live below the poverty line, there is little that can be 
achieved in terms of savings or investment. This is a worrying 
situation that has to be corrected lest it leads to major social 
problems. 
 

Table 6 illustrates the situation on a comparative basis and a 
further disturbing trend can be observed. Unless serious steps 
are instituted to bring about a more equitable distribution of 
income, Islamic banks in these areas will face an uphill task in 
their bid to become viable and successful. 
 

Table 6: Gross Provincial Product at Current 
Market Price  

Despite all these problems, the prospects of Islamic banking in 
Thailand should not be dismissed. Islamic banking is currently 
the fastest growing financial business globally. The growth rate 
has been estimated to be around 15%. Anything growing at this 
pace will have spill-over effects. While no one is underestimat-
ing the capacity of Thai Islamic banking to grow on its own ac-
cord, there is no harm in taking advantage of global opportuni-
ties, which will offer further impetus for domestic growth. 
 

 
Thailand offers the stable economic and political environment 
crucial for foreign investment. The existence of secure Islamic 
banks in a stable economic environment would enhance Thai-
land’s ability to tap Middle Eastern reserves. 
 
Islamic banking is not restricted to Muslims and the growing 
viability of the sector would attract non-Muslims to participate 
in its activities. Moreover, Islamic banking, in addition to being 
Shariah compliant, has an ethical component which is attrac-
tive to non-Muslims and should encourage more and more 
people to patronize Islamic banking. In sum, Islamic banks 
should prosper in Thailand. 
 

Despite a minority Muslim population, the Thai Government 
has embarked on a brave scheme to introduce Islamic banking 
in the country. This is in line with the Government’s secular 
objectives of catering for all religious communities. Despite 
being in its infancy, Islamic banking is progressing steadily in 
Thailand. No one can deny the existence of hurdles in its path, 
but such hurdles must be expected of all new ventures. With 
the business acumen of the Thai and with the support of the 
Thai Government, Islamic banking in Thailand is envisaged to 
be developed smoothly. 
 

If past records are indicators of future growth, then Thai Mus-
lims have proven their capability to mobilize and manage 
funds, as witnessed by the zakat funds and Muslim cooperative 
societies of southern Thailand. Such capability and experience 
should now be applied to Islamic banking so as to follow the 
endeavours of Islamic banks in the neighbouring countries of 
Brunei, Indonesia and Malaysia. 

Province GPP  
(million baht) 

% (based on country 
total) 

Naratiwat 20,863 0.43 
Pattani  29,645 0.60 
Yala 18,462  0.38 
Songkhla 81,883  1.67 

Satun  16,721 0.34 
Southern 448,754  9.15 
Country 4,904,731   

Table 5: The Rate of Poverty in 1998 

The Development of Islamic Banking in Thailand 
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Another common problem of any new venture is the dearth of 
qualified personnel to run operations efficiently. Not only is 
education needed for the bankers, it is also needed for the 
public. Pioneering Islamic banks in Thailand are seeking to 
solve this problem by arranging for training from their Malay-
sian counterparts, who are well versed in the modus operandi 
of Islamic banking. A number of Malaysian training institutes, 
as well as banks, are involved in this activity. Over time, Thai-
land will have its own Islamic banking experts as well as its 
own brand of Islamic banking, tailor made for the Thai eco-
nomic and financial environment. 
 
The next major hurdle is specific to Thailand, as the patrons of  
Islamic banks in Thailand tend to be poorer then the average 
Thai person. It is common knowledge that “a bank with poor 
patrons is a poor bank.” As can be seen in Table 5, the propor-
tions of the population living below the poverty line is high in 
the Muslim-dominated provinces mentioned in the table. 

Source: National Statistical Office, 2000 

“Despite a minority Muslim  
population, the Thai Government 
has embarked on a brave scheme 
to introduce Islamic banking” 

Conclusion 
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Turkey is the geographical and economic bridge 
between Europe and Asia. Taking into account the 
formal start of the accession talks between Turkey 
and the EU (3rd October 2005) and the rich history 
of the Ottoman Empire (giving direct access from 
the Middle East to Central Europe and Asia), it is 
clear that Turkey is destined to play a more impor-
tant role on all fronts. This became clear at the 
Turkish–Arab Economic Forum (Istanbul, 5th–6th 

May 2005) and the successful 8th International Is-
lamic Finance Forum (IIFF) (Istanbul, 26th–29th 
September 2005). 

Although the Turkish Islamic finance market has rather modest 
dimensions (3% overall market share – expected to grow to 
10% overall in 7–10 years), 2006 will prove to be of great im-
portance. 
 

 
Source: estimates 
 
Recently Turkey has been gearing up to comply with interna-
tional accounting and corporate governance standards. A spe-
cial Basel II implementation program (Road Map for Basel II) 
has been activated for some time now by the Banking Regula-
tion and Supervision Agency (BDDK). 
 
The new Banking Law No 5411 (published on the 1st November 
2005) fully takes the “participation banks” under the umbrella 
of the BDDK, thus denominating the so-called “special finance 
houses” and officially conferring bank status. 
 
The pre-existing “Warranty Fund” (Güvence Fonu) has been 
absorbed by the Savings Deposit Insurance Fund (TMSF), 
thereby awarding participation banking the same status, super-
vision and insurance as conventional banking. 

Deposits end 2005 (US$ billion) 
Bank Asya 1.591  
Anadolu Finans (Türkiye Finans) 

Family Finans (Türkiye Finans) 

Albaraka Türk 1.296 

Kuveyt Türk 1.558 

2.020  

It is worth noting that the funds contributed by the participa-
tion banks to the TMSF will be kept separate from the contri-
butions of conventional banks and will be directed to the 
funding of the interest-free sector (both domestic and abroad). 
 

The Turkish Government is said to be currently studying the 
possibility of issuing a sovereign Ijarah Sukuk, provided its 
contents and name can be made compliant with the secular 
principles of the state. 

Turkey 2005:  
“Crossing the Bosphorus” 

By Paul Wouters 

Introduction 

The sector 

 

Turkish Banking Sector – Deposits 

(1,000 YTL) 
Year Deposit Participation Market 

Banks Banks Share 

% 
1995 2,664,936 64,334 2.36 

2000 68,442,406 1,863,000 2.65 

2001 147,520,532 1,917,000 1.28 

2002 142,387,988 3,206,000 2.20 

2003 147,350,714 4,004,306 2.65 

2004 190,996,041 5,992,159 3.04 

2005/6 213,835,000 6,834,431 3.09 
Source: TKBB – annual report 2005 

(YTL = Yeni Türk Lirası – New Turkish Lira) 
(1 YTL = approx. €1.60 or US$1.33 – 20th Jan 2006) 

 

Turkish Banking Sector – Credits 

(1,000 YTL) 
Year Deposit Participation Market 

Banks Banks Share 

% 
1995   1,743,685 62,560 3.46 

2000   34,213,480 1,726,000 4.80 

2001   57,341,438 1,072,000 1.84 

2002   56,370,271 2,101,000 3.59 

2003   48,018,584 3,001,313 5.88 

2004   89,900,000 4,894,665 5.16 

2005/6 117,131,000 5,262,006 4.29 
Source: TKBB – annual report 2005 

(YTL = Yeni Türk Lirası – New Turkish Lira) 
(1 YTL = approx. €1.60 or US$1.33 – 20th Jan 2006) 
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At the IIFF 2004 Islamic Finance Conference in Istanbul, the 
Dow Jones Islamic Market Turkey Index was launched. This 
index includes all stocks in the Dow Jones Emerging Europe 
Index that are traded on the Istanbul Stock Exchange (ISE) and 
fulfil the requirements of the Dow Jones Islamic Market In-
dexes. It is reviewed quarterly in March, June, September and 
December. 
 

The Turkish Participation Banks Union (TKBB) groups together 
the participation banks. 
 
After the setback of the 2001 crisis that hit the Turkish finan-
cial industry (but which interestingly was absorbed by the par-
ticipation banks without insolvencies), the sector has grown by 
approximately 50% over the last three years. 
 
In December 2005, the voluntary merger of Family Finans  
Kurumu and Anadolu Finans Kurumu into the Türkiye Finans 
Katilim Bankasi was announced, thereby creating the largest 
participation bank in Turkey. Consequently, the number of local 
market players was reduced to four: 

 
• Turkish origin: Türkiye Finans Katilim Bankasi and Asya 

Katılım Bankası (also Bank Asya – formerly Asya Finans 
Kurumu); and 

• Foreign origin: Albaraka Türk Katılım Bankası (formerly 
Albaraka Türk Finans Kurumu – controlled by the Gulf-
based Albaraka Banking Group) and Kuveyt Türk Katılım 
Bankası (formerly Kuveyt Türk Evkaf Finans Kurumu – 
controlled by the Gulf-based Kuwait Finance House). 

 

Türkiye Finans 
The friendly merger (probably unique in its kind in Turkey)  
announced on the 28th December 2005 between Anadolu 
Finans Kurumu (Boydak family) and Family Finans Kurumu 
(Ülker Family) into Türkiye Finans Katilim Bankasi (Turkiye 
Finans Participation Bank) created the single largest participa-
tion bank in the country. 
 

In order to create synergy, to prepare for Basel II implementa-
tion and to consolidate strategic positions, this move appeared 
to be prudent to the shareholders of both banks and will 
probably lead the way in the industry. 
 

The first half of 2006 will be dedicated to fully absorbing this 
merger, although substantial plans are already developing. 
Branch offices total 108 (as at the end of 2005 – 42 of which 
are in Istanbul) and will be expanded to approximately 120 
branches by the end of this year. Deposits are at the level of 
US$2 billion and predicted to reach US$3 billion in a year’s 
time. Assets are at US$2.02 billion and credits at US$2.367 
billion. 
 

The Dow Jones Islamic Market Turkey Index was licensed  at 
the end of 2005 to Bizim Menkul Değerler (part of the Ülker 
group). 
 

Bank Asya 
Founded in 1996, Asya Katılım Bankası (Asya Participation 
Bank) builds on a broad but committed shareholdership 
(approx 265 shareholders). An Initial Public Offering (IPO) is 
projected for spring 2006. 

Compared to 2004, total assets grew in 2005 by 41% (up to 
US$1.94 billion), total deposits by 33% (to US$1.591 billion), 
and total loans grew to US$1.568 billion. The number of 
branches increased from 62 (as at the end of 2004) to 70 (as 
at the end of 2005) and 25 new branches are planned to be 
opened by the end of 2006 (dispersed throughout both urban 
and rural areas). 
 
Bringing in highly qualified financial experts who were made 
redundant by the insolvency of conventional deposit banks 
during the 2001 crisis and using proven traditional products, 
Bank Asya is a flexible niche player that strives to anticipate 
and quickly adapt to changing market conditions (mortgage 
and housing projects, privatizations, etc). 
 
Having increased its market share more than any other par-
ticipation bank and many conventional banks during 2004 
and 2005, Bank Asya aims to regain leadership in the sector 
(presently with the Boydak Family) and to be one of the top 10 
banks in the local Turkish banking market at the end of 2006.  
 
Albaraka Türk 
Founded in 1984 (with Albaraka Banking Group as its main 
shareholder), Albaraka Türk Katılım Bankası (Albaraka Türk 
Participation Bank) is the longest standing interest-free 
Turkish participation bank. 
 
Deposits stand at US$1.3 billion and net assets at US$1.467 
billion.  The bank has 43 branch offices. Besides opening new 
branches, the main target is to raise profitability and deposits 
per existing branch. 
 
Aimed at retail and corporate lending, Albaraka Banking Group 
wants to be a major regional player and Albaraka Türk Katılım 
Bankası forms a valuable part of that strategy. 
 
The launch of a business card (corporate “compliant” credit 
card) is envisaged in 2006. 
 
Kuveyt Türk 
With Kuwait Finance House as its main shareholder and es-
tablished in 1989, Kuveyt Türk’s main focus is on wholesale 
banking/corporate finance. Kuveyt Türk Katılım Bankası 
(Kuveyt Türk Participation Bank) entered the retail business in 
2000 and intends to conduct investment banking activities in 
2006. 
 
From 37 branches in 2003 it has grown to 70 branches in 
2005 (of which 30 are in Istanbul); and for 2006 there are 15 
new branches planned (centered in the big cities and in  
central Turkey). 
 
Deposits at the end of 2005 exceeded US$1.5 billion and as-
sets were in excess of US$1.75 billion. 
 
The bank has applied to open a branch office in Dubai and 
also has a German representative office (in Munich – May 
2004). 

The interest-free participation banks 

Turkey 2005: “Crossing the Bosphorus” 
By Paul Wouters 

Continued... 

Page 60 



www.islamicfinancenews.com 

Islamic Finance News Guide 2006 

 
After the US$60 million Murabahah that was arranged by 
HSBC for TAV in March 2003 (to support the expansion of 
Atatürk Airport terminal buildings and facilities) and the 
US$100 million Murabahah arranged by the IDB and HSBC 
for Turkcell (Turkish mobile phone operator) in January 2004, 
on the financing side compliant activity was noticed at the In-
dustrial Development Bank of Turkey (TSKB – conventional 
banking sector). 
 
TSKB Bahrain Branch (launched in February 2005) signed a 
Syndicated Revolving Commodity Murabahah Facility worth 
US$50 million in October 2005 (Maturity date – 364 days from 
the date of the first advance; Repayment – Bullet; Margin – 
LIBOR plus 45 basis points). 
 
The Bahrain branch is the first overseas branch of TSKB. It will 
offer products and services to its clientele in Bahrain and 
across the Gulf. TSKB is reported to be eager to learn from 
Bahrain’s leading position in the Islamic banking sector. 
 
In 2005 both the Dubai Islamic Bank (DIB), based in the UAE, 
and ABC International Bank, based in Bahrain, opened an offi-
cial “representative office” in Istanbul. The acquisition by DIB 
of MNG Bank (at present a conventional deposit bank) is close 
to being finalized. 
 
Several other conventional banks (both foreign and Turkish) 
are said to be considering starting interest-free banking in the 
near future, which would enhance visibility and credibility of the 
sector as a whole. 
 
Already Turkish corporations and entities have access to Is-
lamic finance via international syndications arranged by HSBC, 
Citibank and WestLB. 
 
Fortis Bank (formerly Dışbank) has plans to offer Islamic fi-
nance products in 2006. Some domestic Turkish banks may 
also be willing to move forward in this area. For instance the 
Turkish Economy Bank (partially owned by BNP Paris Bas Bank) 
is believed to be interested in Shariah compliant activities. 
 
If even a small part of these plans and rumours are realized in 
2006 (or other developments occur), the impact will be  
profound. 

Shariah compliant activities, other market players 

Turkey 2005: “Crossing the  
Bosphorus” 
By Paul Wouters 

The author is counsel at Bener Law Office, Yapı Kredi Plaza  
C Blok – Kat 4, 34330 Levent – Istanbul, Turkey. 

Fitch Ratings 

Bank Asya B 17/06/2995 long-term foreign 

Anadolu Finans – – – 

Family Finans – – – 

Albaraka Turk B 30/08/2005 long-term foreign 

Kuveyt Türk BB- 08/12/2005 long-term foreign 
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Mortgage financing activities in the US have declined by an 
average of 20%–35%, depending on the region. Many finance 
companies have been offering “creative” and in some cases 
“misleading” interest rate advertising for “interest rate shop-
pers.” Unfortunately, some companies offering Islamic financ-
ing, which are run by veteran mortgage bankers, have been 
using the same techniques. 
 
LARIBA and Guidance have been active in mortgage origina-
tion. However, it has been noticed that the mass advertising 
campaigns used by Guidance since they came into the market 
three years ago have declined precipitously, perhaps due to the 
decline in volume as well as profit margins. In addition, new-
comers to the market have started to advertise. SAMAD Finan-
cial has outsourced its model to different brokers for a fee, as 
has Shape Financial. It is also interesting to note that the only 
riba-free security offered in the US market is originated by 
LARIBA through the securitization of its riba-free mortgages and 
issuing Mortgage Backed Securities with Fannie Mae. 
 
Many of the mortgage brokers have been looking for new ways 
and products to help them to create new business after this 
decline in mortgage finance activities. Many of them have been 
actively signing up wholesale agreements with some providers. 
The most interesting development was the active entrance of 
banks into the field. 
 

• Most noticeable is Devon State Bank in Chicago. The bank 
is owned by a prominent family of the Jewish faith and the 
Islamic banking operation is run by the son of the Chair-
man, who is a lawyer and a prominent IT expert. The main 
branch of the bank is situated in a neighbourhood of Chi-
cago that has now been transformed into an Indo-Pakistani 
business hub. He has taken a keen interest in riba-free 
financing. It is hoped that this development will present a 
window of opportunity for inter-faith co-operation for a 
better future of all the faithful in the US and the world. 
Devon offers business and personal finance in addition to 
mortgages. 

• In the Detroit, Michigan area University Bank has been 
mildly active in the field using the services of Shape Finan-
cial. The bank has recently started a finance company that 
will take care of the financing of mortgages. It was not 
clear if this was done to satisfy regulatory requirements. 

• Bank of Whittier in Whittier, CA has also been active in 
servicing all financial and banking needs of the riba-free 
community using the LARIBA approach.    

 
With the near saturation of the mortgage market, competition 
to finance or refinance has become fierce. The riba-free service 
that was originally intended for “puritans” who refused to deal 
with riba has now been diluted by the abuse of well-intended 
“fatwas” by eminent scholars. Unfortunately, the predominance 

of interest rate shopping has become an important factor in 
many of the offerings. Until now, the LARIBA model is the only 
model that insists on starting from the actual “live” rent of a 
similar property in the market (documented rent estimates are 
researched by the buyer and the LARIBA officer, three each). 
This approach helps to identify over-priced properties and 
helps the consumer to obtain an indication (but not an assur-
ance) of the possibility of participating in the “housing market 
bubble.” 
 

 

AMANA Mutual fund has witnessed an important growth in 
assets after its two funds were rated 5-star funds by Morning 
Star (the Mutual Fund Rating Service) and after the inclusion of 
the fund in the list of funds offered by Fidelity, TD Waterhouse 
and Charles Schwab. It is hoped that the fund manager,  
Saturna Capital (an investment management company), will 
start training qualified members in the community to manage 
assets. So far community members have been active in  
marketing the fund. 
 

Azzad Asset Management has also realized some progress in 
that field. 
 
 

The Federal Reserve Banks of Chicago and of New York have 
taken a keen interest and have been conducting serious re-
search into Islamic banking. The original work was done at the 
Federal Reserve Bank of Minnesota almost three years ago. It 
is interesting to report that the Federal Reserve Bank of New 
York is conducting a one-day seminar on the subject on the 
16th March in New York City to understand what the needs and 
the compliance hurdles are, while trying to implement Islamic 
banking in the US. It is believed that the experience of the Is-
lamic Bank of Britain and the interest of some of the now 
“cash-flush” banks in the Gulf in tapping the US Islamic  
banking market are some of the reasons for such an interest.  

Riba-Free Financing and Banking 
in America: Developments in 2005 

By Moumin Abdul Wahed  

Mortgage financing 

The stock market 

The Federal Reserve Banks 

“The Federal Reserve Banks of  
Chicago and of New York have  
taken a keen interest and have 
been conducting serious  
research into Islamic banking” 
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The Malaysian capital market has exhibited  
tremendous growth in the last 10 years with Is-
lamic securities predominantly premised on the 
Islamic concept of Bai Bithaman Ajil. The consis-
tent growth in number of Islamic securities issu-
ances; increase in knowledge and expertise 
amongst market players; progressive development 
of the Malaysian regulatory framework; and desire 
to seek a wider investor base into the Middle East 
market, prompted the promulgation of Islamic  
issues based on principles of Ijarah, Istisnah, 
Musharakah and Mudharabah. The year 2004  
witnessed a preference of Islamic securities  
issuances over conventional debt, with Islamic  
securities forming 49.4% of total private securities 
issuances (excluding issuances by Cagamas,  
Malaysia’s national mortgage corporation), a  
significant increase from a mere 7.8% in 1999 
(source: Bank Negara Malaysia). 
 
Malaysian Rating Corporation (MARC) has rated a number of 
Islamic securities based on the above-mentioned principles. 
These include a number of Musharakah-based issues, two of 
which are securitization issues involving securitization of re-
ceivables from the Government of Malaysia and Islamic mort-
gages. The latest issue that entered the Malaysian market ap-
plied the principles of Musharakah Mutanaqisah (based on 
principles of diminishing partnership). In this article, MARC 
describes the rating considerations applied to Musharakah-
based transactions. 
 
Under the Guidelines on the Offering of Islamic Securities is-
sued by Malaysian Securities Commission in July 2004, 
Musharakah is defined as “a partnership arrangement be-
tween two parties or more to finance a business venture 
whereby all parties contribute capital either in the form of cash 
or in kind for the purpose of financing a business venture.” 
Regarded by some as the purest form of Islamic financial in-
strument, it conforms to the underlying partnership principles 
of sharing in and benefiting from risks. Profits derived from the 
venture are shared according to a pre-agreed profit-sharing 
ratio, but losses according to the respective capital contribution 
of the parties. 

Whilst Musharakah is usually understood to be a non-debt 
creating mode of financing which typically entails non-fixed 
returns, this Islamic principle has been successfully applied in 
fixed income issues. Rating of the transaction involves under-
standing the underlying structure of the debt instrument, which 
entails, amongst other things, review of the transacting parties 
(the parties involved in the partnership) and their capital contri-
butions; the business venture the parties are investing in; the 
party assuming the role as a wakeel (agent), if any; and the 
profit or loss-sharing arrangement. Where the Musharakah 
principle has been used as the underlying structure for a fixed 
income instrument, MARC’s rating considerations are inextrica-
bly linked to the rating considerations applied to issues under 
conventional principles. MARC takes the following factors  
into consideration. 
 

 

The venture will constitute revenue generating ventures which 
may include investment in contracts, receivables or mortgages. 
Strength of returns and cashflows from the investments essen-
tially drives the rating of the transaction, the assessment of 
which falls back on the strength of the counterparty making the 
payments or the obligor. Consideration is also given to whether 
the certainty of returns hinges on performance of certain con-
tractual obligations. Where performance risk exists, MARC as-
sesses the ability of the relevant party to fulfil its contractual 
obligation, taking into consideration the level of complexity of 
the contractual works. 

A Rating Perspective of  
Sukuk Musharakah  

Transactions  
By Juniza Zahari 

Introduction 

“Musharakah is a partnership 
arrangement between two parties 
or more to finance a business 
venture whereby all parties 
contribute capital either in the form 
of cash or in kind for the purpose of 
financing a business venture” 

Assessment of the business venture invested in or  
investments made by the Musharakah partners  

Continued... 
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Musharakah transactions in Malaysia involve partnership  
arrangements entered into by Musharakah partners comprising 
Sukuk holders or Sukuk holders and the obligor(s). The issuer 
of Sukuk Musharakah typically acts as the wakeel (please see 
further explanation below on the role of the wakeel) for the 
Sukuk holders, or acts as one of the Musharakah partners. The 
Musharakah venture may entail cash investments and/or par-
ticipation in kind (deemed as capital contribution) by the 
Musharakah partners. Arising from the partnership arrange-
ment, the Musharakah partners will enter into a profit and loss-
sharing arrangement whereby profits will be shared according 
to pre-agreed profit-sharing ratio and losses will be shared ac-
cording to each Musharakah partner’s capital contribution.  
 
For transactions which apply the diminishing partnership con-
cept, i.e. Musharakah Mutanaqisah, the Sukuk holders’ inter-
est in the venture will reduce over time with payment of Sukuk 
to the Sukuk holders (by the obligor/promoter). MARC assesses 
the risk that the Sukuk holders’ interests are compromised as 
its interest reduces over time. However, agreement by the 
Musharakah party whose interest increases over time to waive 
his rights to profit payments until all profits and capital pay-
ments are made to Sukuk holders is deemed a necessity so as 
to ensure Sukuk holders’ interests are protected throughout 
the tenure of the transaction. 

 
As Musharakah entails a partnership between the Sukuk hold-
ers, assessment of possible events that could result in the 

A Rating Perspective of Sukuk Musharakah Transactions  
By Juniza Zahari 

partnership being dissolved is essential. MARC has observed 
that the events applicable to existing rated transactions are 
similar to events of default in other conventional issues, for 
example cessation of business, non-payment of Sukuk, etc. 
 

In the contractual arrangements entered into by the parties, an 
agent (or wakeel) is appointed to act as a trustee on behalf of 
the Sukuk holders and obligor(s) to enter into the Musharakah 
venture. In all of the Musharakah issues MARC has rated, the 
issuers assume the role of the wakeel to act on behalf of the 
Sukuk holders and the obligor(s). It should be noted that the 
issuer does not have ownership, represented by rights in, title 
to, interest and benefit in, the identifiable assets, as opposed 
to an issuer in an asset-backed securities issue. Instead, a 
trust relationship is created between the issuer and the Sukuk 
trustee, the latter acting on behalf of the Sukuk holders and 
the former acting in trust for the Sukuk trustee and investors 
(as well as the obligor) to acquire the identifiable assets.  
 

With the issuer assuming the role of the wakeel, the Mushara-
kah partners will have beneficial ownership in the identifiable 
assets. MARC will perform its independent legal review which 
entails, amongst other things, the enforceability of the security 
of the Musharakah instrument. Therefore, assessment is made 
on whether the Musharakah partners have beneficial owner-
ship in the identifiable assets or business venture. In the event 
of default, recovery efforts will be undertaken by the Mushara-
kah partners, as investors in the business venture.  

Transaction structure – a case example  

Below is an illustration of the transaction structure of Musharakah One Capital, the first rated asset-backed Musharakah issue. 

Government of 
Malaysia 

[Obligor] 

 
Investors 

 
Musyarakah One 

[Issuer] 

Universal Trustee 
(Malaysia) 

 [Sukuk Trustee] 

 
TIME Systems 

Integrators 

[Originator] 

Proceeds from 
Sukuk issuance 

Proceeds from 
Sukuk issuance 

Sale of  
deferred payments 

Provides trustee 
services to Sukuk 

holders 

Direct payment to 
designated  

account 
Supply  

teaching  
equipment and 

services 

Issues Sukuk 
Musyarakah 

Provision and 
repayment of 
bridging loan 

Deferred Payments 

Understanding the nature of the partnership  
arrangement 

Assessment of dissolution events  

Understanding the role of the wakeel  

Assessment of ownership in Musharakah venture 
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Musharakah One is a special purpose vehicle incorporated in 
Malaysia under the Companies Act 1965 for the purpose of  
acquiring receivables from TIME Systems Integrators on  
behalf of Musharakah investors. Musharakah One issued 
Sukuk Musharakah for the purpose of the said acquisition. 
Receivables comprise rights in, title to, interests and benefit 
in the payment obligations of the Government of Malaysia to 
TIME pursuant to the contract to supply teaching equipment 
and provision of services to various schools and certain gov-
ernment areas in Malaysia from time to time.  
 
Under the transaction, Musharakah One acts as the wakeel 
to acquire the receivables from TIME, the purchase of which 
represents the Sukuk holders’ undivided proportionate bene-

A Rating Perspective of Sukuk Musharakah Transactions  
By Juniza Zahari 

The author is an Analyst at Malaysian Rating 
Corporation, Malaysia. 

 
 
 
 

MARC 

ficial ownership in the payments due from the Government of 
Malaysia. The Musharakah venture is between the Sukuk 
holders, with sharing of profit and losses based on the Sukuk 
holders’ capital contribution. The rating assigned reflects the 
credit strength of the obligor, the Government of Malaysia 
and the elimination of performance risk as receivables are 
securitized only upon completion of contractual obligation, 
i.e. upon successful delivery, installation, testing and  
commissioning of teaching equipment. 
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The rapid development in the use of Islamic  
finance over the last few years is partly due to the 
enormous wealth and accordingly liquidity 
amongst investors in Islamic countries, who want 
to structure their investments in a Shariah  
compliant manner. As a consequence, product  
developers are tasked with the responsibility of 
creating new and innovative channels to attract 
these funds.  
 
One of the things that we have seen developing, given our work 
at the centre of the Islamic finance industry, is the increase in 
the establishment of private equity and venture capital funds 
structured to attract Islamic investors. Indeed, it has been  
argued, and we agree, that the use of private equity and ven-
ture capital within a properly constructed partnership is a true 
manifestation of Shariah business principles. 
 
Muamalat and Ibadah 
What has given comfort to these product developers, not only 
for this type of product but generally, is the Shariah principle of 
Muamalat, which is clearly defined in Islamic jurisprudence. 
The principle relates to human dealings and indeed contracts, 
and also deals with issues regarding human relations. It simply 
states that everything is permitted unless prohibited. As such, 
private equity and venture capital are perfectly acceptable 
modes of conducting one’s business dealings and indeed in 
structuring finance and investment, provided they meet certain 
Islamic guidelines.  
 
This principle – which literally translates into “dealings” – 
should not be confused with the Shariah principal of Ibadah, 
which literally translates into “worship.” The latter principle 
states that everything is prohibited unless permitted and this 
relates to issues of worship and not dealings. 
 

As a background, private equity and venture capital funds must 
adhere to the following fundamental requirements: 
 

1. Underlying asset: the underlying or ultimate asset, 
which is the subject of the investment, is acceptable 
and halal. 

2. Structure: the proposed structure itself is acceptable 
from a Shariah compliant viewpoint.  

Underlying asset 
The ultimate or underlying asset must be halal. For instance, in 
a real estate investment fund, the following will need to be 
taken into account: 
 

1. The occupiers of the real estate must conduct Shariah 
compliant business or something which is not inher-
ently haram. Various rules have developed over the last 
few years as to what proportion of income from a real 
estate asset can be haraam and will not “taint” the 
underlying investment. 

2. It does not contain any element (subject to paragraph 1 
above) of haram activities such as pornography, gam-
bling or the sale of alcohol or pork products. 

 

Structure 
Additionally, the proposed contract, financing and instrument 
structure itself has to be Shariah compliant. 
 

1. Funds must be invested in a vehicle that has been 
structured in a Shariah compliant manner. This, in par-
ticular, takes into account the basis upon which the 
activities of the vehicle are based on tangible assets 
and are not speculative in nature (gharar).  

2. The constitution of the vehicle provides for a prohibition 
on haram activities. 

3. The activities of the directors and officers are accept-
able in nature and it is possible to ensure that their 
activities are conducted in a Shariah compliant manner.  

 

Turning now to a means of structuring these requirements,  
it may be helpful to consider a practical example relating to  
the use of such funds. A typical scenario would provide for the 
following: 
 

1. a product developer creates a proposed vehicle, which 
is interested in attracting Islamic equity investors, for 
the purposes of investing in real estate;  

2. in general, private equity and venture capital funds are 
structured as limited partnerships. The same holds true 
in developing countries, except where regulations mean 
it makes more sense for the vehicle to be structured as 
a corporation or for another type of vehicle; 

3. the limited partnership would have general and limited 
partners, with the latter likely to be the Islamic inves-
tors. Additionally, the general partner in a limited part-
nership is responsible for the raising of funds, choosing 
investments, monitoring transactions and exiting invest-
ments where appropriate. In return, they are paid a 
management fee plus a share of the profits, which can 
be structured in a variety of different manners;  

Growth of Private Equity Funds 
using Islamic Finance 

By Hamid Yunis 

Introduction 

Fundamental requirements 

Practical example 

Continued... 
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4. at the outset, consideration will need to be given as to 
whether the vehicle should be set up as a regulated 
investment scheme or indeed through the subscription 
by way of equity in a discrete vehicle. (Please see  
comments below on legislative requirements for  
financial services); 

5. a prospectus/information memorandum would then 
normally be prepared which would contain the following 
details: 

 
a. Fund summary: this will provide a summary of the 

basic aspects of the fund, including a description of 
the vehicle to be used, the investment objectives, 
the relevant characteristics and a statement of com-
pliance with Shariah principles. It will also refer to 
the method of management and details of the other 
stakeholders involved.  

b. Market opportunity: this will provide an analysis of 
both the macro and micro market in which the in-
vestment is to take place and the opportunities 
available. 

c. Investment approach: this will outline the invest-
ment approach and again underline the Shariah 
aspect of the fund. It will also look at the investment 
policy and strategy, the method by which the fund 
managers will manage the fund, possibly in different 
locations, and indeed how financing will be obtained 
to leverage the assets being used. This again will 
provide a statement of compliance with Shariah 
principles. 

d. Management: this will give brief details of the man-
agers involved in the fund and in particular their 
curriculum vitae. 

e. Summary of principal terms: the summary of princi-
pal terms summarize some other aspects referred 
to elsewhere in the prospectus. These will include 
the following: 

 
i. fund objectives;  
ii. fund contract structure (in general terms); 
iii. the investment criteria, including reference to 

currency, the type of interest being sold to inves-
tors, the term of the fund, the size of the fund 
and also details of the minimum commitments 
and subscription arrangements; and 

iv. reference to the choice and role of a Shariah 
compliance committee or scholar. 

 
There will also be an analysis in this section of other 
aspects, such as fees and expenses to be payable, 
when distributions can made and, of course, again a 
statement underlining Shariah compliance.  
 

f. Legal and tax considerations: this will be an  
extremely important section. It will provide details of 
the contractual structure of the proposed vehicle 
and underlying investments. Additionally, warnings 
and guidelines will be given in respect of tax consid-
erations in the different types of investor jurisdiction 
that might be relevant. There will also typically be a 
section dealing with risk factors such as: 

i. general business considerations relating to the 
relevant countries for investment;  

ii. that there is an unspecified pool that requires 
an investment in the fund with no certainty of 
return or IRR;  

iii. lack of liquidity, not only in the investments 
themselves, but perhaps in the interest;  

iv. Shariah requirements on structure and leverage 
and Shariah opinions;  

v. management risks;  
vi. currency exposure;  
vii. asset risks such as real property risks; and 
viii. country and market considerations including 

legal and regulatory factors; 
 

6. the prospectus/information memorandum would then 
be issued to either the market generally (taking into 
account any specific financial services/market/jurisdic- 
tional rules relating to the sale or advertisement of in-
vestments in vehicles to the public) or to a group of 
sophisticated investors who are known to the fund de-
velopers and therefore allow country specific exemp-
tions to be obtained; 

7. the fund would then attract equity investments, usually 
through a series of multiple closings; and 

8. the fund would invest in a Shariah compliant manner 
using a variety of financing land ownership, develop-
ment and investment techniques. Typically these are 
based upon structures such as a Murabahah, Mushara-
kah (diminishing or otherwise) or Ijarah. 

 
Consideration would also need to be given at the time of the 
fund’s development to the investors’ views in relation to appro-
priate exit strategies. 
 
We made reference earlier to the appointment of a Shariah 
committee or scholar. An effective early appointment can be 
extremely helpful in providing guidance throughout the process 
to the fund developers and indeed to other advisors. It also 
reinforces Shariah compliance and provides confidence to  
potential Islamic investors. 
 

Private equity and venture capital funds using Shariah compli-
ant techniques is becoming a thriving industry, not only for 
Islamic investors, but also because it helps fund the market 
generally. Indeed, the use of conventional instruments, 
adapted to comply with Shariah guidelines, allows the Islamic 
finance industry to develop and innovation is welcomed. The 
combination of different techniques such as the use of Sukuk 
on a corporate basis is an example of this. 
 

Our view is that Islamic institutions and indeed major investors 
are realizing the potential of this industry and are more  
willing to take a leading role in private equity and venture  
capital deals.  

The author is a Partner and Head of Islamic Finance Group  
at Taylor Wessing. Tel: +44 (0) 20 7300 4088; Email: h.yunis 
@taylorwessing.com; Fax: +44 (0) 20 7300 7100. 

Conclusion 
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Investment decisions are very important as many 
things in the future depend on good investment. 
Accurate investment decisions involve a complex 
process, and are difficult decisions to make. Invest-
ment is a result of savings and the propensity to 
save determines the volume of investment. 
 
People save money for many reasons: some save to invest, 
others to buy durable goods (cars, furniture, houses), and oth-
ers to face future conditions (old age, illness). 
 
Economists confirm that investment is the best method to 
make proper use of savings and to accomplish the difficult 
formula of high profits, less risk and easy liquidation. The prob-
lem is that this formula is complicated, with mixed variables, as 
the higher the expected profits, the more risky the investment, 
and the harder to liquidate. Investment funds can overcome 
this problem, especially for inexperienced small investors. 

 
The savings banks established in the late nineteenth century in 
Germany attracted many small investors; they provided produc-
tion tools and equipment to a needy public at reasonable 
prices and conditions. 
 
Investment funds are basically financial bodies to collect indi-
vidual savings for investment and sharing benefits; each fund 
has its own mechanism, capital, subscription, maturity and 
expected returns and risks. The investors represent the owners 
of the capital and the company (bank) represents the specula-
tor who runs the operations. 
 
There are many Islamic funds which differ according to type of 
investment and financing methods (Murabahah, Musharakah, 
Salam, lstisnah, Ijarah); field of investment (public, real estate, 
leasing); period of investment (short, medium or long-term); 
risk involved (low, medium or high risk); and finally whether 
they are open or closed funds.  

Investment funds achieve many privileges:  
 

• Specialized administration where high calibre managers 
perform studies and undertake research important to 
taking investment decisions. 

• Geographical and sectorial distribution investment deci-
sions for these funds are very flexible, covering industry 
and trade to minimize the risk involved. 

• Flexibility to withdraw where an investor can enjoy low 
value shares that suit the majority of investors, with 
strict dates for withdrawing shares. 

• Clear legal terms – each fund has clear terms and con-
ditions which the founder of the fund abides to. 

 
In Saudi Arabia there are more than 197 investment funds with 
a volume of US$30.40 billion as of the 30th December 2005. 
Each fund has its own terms and conditions, nevertheless in-
vestors are supposed to understand the essential elements 
that would help them take the right investment decision, ele-
ments such as: 
 

Maturity of investment  
This is a very important factor in choosing the appropriate 
fund for investment where maturity of the funds is either 
short-term (less than one year), medium-term (one to three 
years), or long-term (more than three years). 
 
Returns and risks  
The balance between risks and returns is important where 
high profit means high risks. 
 
Investment objectives 
The clearer the purpose, the easier the decision, as some 
funds help to obtain regular income, while others increase 
capital. 
 

In all cases it is wise to consult experts before deciding which 
fund to invest in. 
 

Dallah Al Baraka Group was one of the earliest financial institu-
tions to adopt Shariah compliant investment funds – through 
Altawfeek investment funds, which produced the latest banking 
instruments and modes to suit the needs of Islamic society. In 
line with the diverse nature of investors and savers, the  
company has launched more than 38 investment products, 
with assets worth over US$3 billion. 

Islamic Investment Funds and 
Their Role in  

Developing Savings 
By Essam Al Tayar 

“Accurate investment decisions in-
volve a complex process, and are 
difficult decisions to make” 

The role of Dallah Al Baraka Group in applying  
investment funds 
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Investment funds are the company’s most important products 
and have been designed to suit the interests and the needs of 
different types of investors to gear to Halal profit with easy 
liquidation of long-term investments. 
 
The idea of investment funds is centered around the Islamic 
Mudarabah contract – collecting investors’ money in certain 
funds or channels, launching it for investment in the form of 
units, then employing those funds in economic projects accord-
ing to the nature of each fund (leasing, real estate, trade) and 
according to approved Islamic principles. Returns generated 
are distributed between the company and the shareholders 
based on the percentage agreed upon in the contract. Each 
fund has its own regulations describing its nature, such as 
minimum subscription, expected profits, method of finance, 
field of investment and liquidation procedures. 
 
Al Tawfeek products have met a wide acceptance amongst 
investors from different Islamic countries, with investor  
numbers exceeding 15,000. Al Tawfeek investment funds are 
designed to suit the interests of a larger number of investors, 
as the products cover many areas of investment (real estate, 
leasing, direct investment) and there is a wide range of prod-
ucts with different levels of risk (high, medium or low). Finally 
the company has different product maturities (short, medium 
or long range). 
 

(1) Open funds are open for all kinds of Islamic investment 
such as Murabahah, Mudarabah and Istisnah: 

 

• Al Baraka General fund  
• Children fund 

 

(2) Leasing funds which invest in leasing capital equipments on 
hire purchase: 
 

• International leasing fund  
• Gulf leasing fund I 
• Gulf leasing fund II 
 

(3) International stock funds which invest in dealing in interna-
tional stock markets: 
 

• Al Safwa fund 
• Al Nukhba Asian fund 
• Al Suguoor European fund 
• Al Baraka Islamic Dow Jones fund 
• Al Tawfeek Arab Telecommunication fund  
• Al Tawfeek Gulf Equity Fund 
 

(4) Real estate funds, which are specialized in real estate  
development: 
 

• Tourist Cities Al Baraka Funds – Durat Alarous  
• Madinah Al Munawara Al Baraka fund 

Islamic Investment Funds and Their Role in Developing Savings 
By Essam Al Tayar 

• Lebanon redevelopment fund  
• American real estate fund 
• Al Riyadh fund for real estate development  
• Al Omran Fund 
• Al Shurokh real estate fund 
 

(5) Special issues, which are investment products launched  
for industry, trading or others to finance a specific project for  
a specific period; the number of these issues reached  
19 versions. 
 
Al Tawfeek investment funds have proved to be superior to 
other competing funds, leading to a rise in the volume of 
money to be managed to reach a total of US$670 million by the 
28th April 2005. This gave Al Tawfeek an extra competitive 
edge over its rivals in the financial Islamic markets in terms of 
historical returns, Islamic fund structure and growth of assets 
under management. 

 
 
 
The author is General Manager of Marketing at Al Tawfeek 
Company for Investment Funds, Dallah Tower, Palestine Street, 
P.O. Box 6854, Jeddah 21452, Saudi Arabia. 

Most important products of the company  
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According to published reports, the GCC states’ 
collective GDP in 2006 will reach US$600 billion. 
At the same time, equipment leasing as a percent-
age of GDP stands at an average of 1.67% among 
the top 50 equipment leasing markets in the 
world. Those two facts together translate into the 
realization that the GCC is at least a US$10 billion 
market in the waiting. The GCC and, in most cases, 
the rest of the Islamic world, is just beginning to 
realize the benefits of equipment leasing as busi-
nesses, governments and the financial markets 
look to assume their role in the US$580 billion an-
nual global equipment leasing market. 
 
Indeed, it is somewhat of a paradox that the Islamic world – 
and the Middle East and the Gulf in particular – are one of the 
few remaining “frontiers” for equipment leasing. After all, it was 
in ancient Sumeria that the earliest known leases were re-
corded some 4,000 years ago! And while the prospects for 
equipment leasing are growing and bright, the fact is that the 
market in this region tends to think of leasing more in the con-
text of real estate and personal automobiles. Equipment leas-
ing is still a minority portion of most leasing activity. Part of this 
phenomenon is historical, in that large capital equipment de-
mands in this area of the world were typically met with cash or 
conventional bank debt. However, the rapidly expanding and 
diversifying economies, along with the creation of a new range 
of capital formation structures and products (Islamic and con-
ventional), signal that the basic underpinnings of a healthy and 
creative equipment leasing market are in place. 
 
Given the newness of the market, Islamic leasing clearly has 
the opportunity to create a very strong footprint. Moreover, 
because Islamic and conventional leasing are so similar, those 
organizations that succeed in the Islamic marketplace will be 
well positioned to compete in the global market. 
 

The key difference between Islamic finance and conventional 
finance is the role of interest. Interest (riba) is prohibited in 
Islamic finance. The ban on interest is based on the concept 
that money is not a commodity in itself that can be used to 
create profit. Rather, money should be used for buying and 
selling assets. The transfer of those assets, on the other hand, 
is a legitimate profit-making enterprise.  

Unlike conventional finance, the payment stream of an obliga-
tion cannot be sold, because one may not create a debt out of 
a debt. The assets involved in the same transaction can be 
resold, however.  
 
There are some other features of Islamic finance, as stipulated 
under the Islamic Shariah, which are different from conven-
tional finance. The proscription on transactions related to  
prohibited (haram) asset classes (alcohol, tobacco, pork) is well 
known. The Islamic Shariah also forbids activities or practices 
that are speculative or create uncertainty (gharar).  
 

Because Ijarah is rooted in the concept of an asset rental (even 
if the title will eventually pass or be sold to the lessee), there is 
no reference to “interest.” Any payments based on an interest 
rate – late fees, interim rent – are not permitted. That said, 
because Islamic leasing is based on the lessor owning the un-
derlying asset, there is more commonality between conven-
tional asset-based financing or leases than not. Islamic leasing 
offers lessor and lessee much of the same flexibility as does 
the conventional mode. 
 

 
Because the ownership of the underlying asset in an 
Ijarah/lease is held by the lessor, the right to ownership can be 
resold by the lessor together with the right to receive payment 
of the lease rentals. 
 
In conventional leasing, the lessor is a passive financier and 
thus transfers all responsibilities for maintenance, insurance 
and taxes to the lessee (“Triple Net, Hell or High Water Lease”). 
Under Islamic leasing (rental of an asset), the lessor retains the 
responsibility for major maintenance, insurance and taxes. 
However, Islamic leasing does utilize several structures – the 
most common of which is to appoint the lessee as agent for the 
lessor – which ultimately and indirectly transfers the require-
ment for maintenance, taxes and insurance to the lessee. 

Overview of 
 Islamic Equipment Leasing  

Industry in the GCC 
By James Cracco 

Background  

Ijarah, or the concept of Islamic leasing 

“Given the newness of the market, 
Islamic leasing clearly has the  
opportunity to create a very strong  
footprint” 
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Although there are many Islamic finance structures that can  
be used as leasing products, the core instruments should  
be Ijarah (equipment rental or operating lease, in conventional 
terms) and Ijarah wa iqtina (finance lease).  
 
The normal progression of lease structures in new lease mar-
kets is that the operating lease follows the finance lease by 
some time in terms of use and popularity. Our experience at 
First Leasing Bank, for example, is that after 15 months of 
educating potential lessees on Ijarah leases, we are beginning 
to see serious interest. 
 
Before Ijarah leases are prevalent, however, the market will 
first need to evolve to an “unencumbered” Ijarah wa iqtina 
lease as a standard. The unencumbered Ijarah wa iqtina lease 
is one that follows the norms established in more mature leas-
ing markets, e.g. financing 100% of the equipment, relying on 
the asset value in addition to the financial statements, and 
only requiring additional security when the circumstances  
so warrant.  
 
Whether Islamic or conventional, the majority of the equipment 
finance leases transacted in the GCC to date have been done 
by traditional banks that tend to conduct equipment leasing as 
an extension of their normal banking activities. It is not surpris-
ing, therefore, that the Murabahah is often the instrument of 
choice. A review of the available financial statements reveals 
that even the majority of the specialized leasing companies 
historically preferred Murabahah as the favoured “equipment 
lease.” (Commercial aircraft leases are a notable exception.) 
 
The distinction between Murabahah and Ijarah is important 
because the two are often confused or the outcome is as-
sumed to be identical. In fact, the Murabahah structure trans-
fers title to the “lessee” at the beginning of the transaction and 
therefore the “lessor” has no further rights to sell or transfer 
the asset. 
 
Recently, however, there is anecdotal evidence that the spe-
cialized leasing companies and some banks are increasing the 
use of Ijarah structures. The emergence of the asset-based 
Ijarah structure in the GCC is probably due to a combination of 
pressure from Shariah boards and because Ijarah is more liq-
uid than Murabahah. 
 
Even in the Ijarah structure, the typical traditional banking 
equipment lease requires a minimum down payment of 20% 
(or collateral of at least 125%), insistence on guarantees – 
both personal and corporate, and several other banking cove-
nants not usually demanded as a matter of course in the global 
market. Equipment leasing as a 100% financed product (or 
without additional collateral) is currently a rarity in the GCC – 

again regardless of whether structured by an Islamic or conven-
tional bank. While in some countries there is legitimate con-
cern that the security offered by the underlying asset is not 
satisfactorily secured and/or not well supported by the current 
legal system, there are clearly companies, governments, and 
lessees that merit “world standard” treatment. This excess 
collateral requirement, coupled with longer turnaround times, 
offers a great opportunity to efficient Islamic leasing compa-
nies and Islamic banks to establish a pre-eminent position in 
the equipment leasing market.  
 
The full benefit of Islamic equipment leasing will be only real-
ized with the widespread use of operating leases where lessors 
make real (and educated) equity investments (“residuals”) in 
equipment and assume true asset risk. Of course, that means 
that lessors will need to develop or tap into the secondary 
equipment market. With that development, lessors will truly 
add a unique product to the capital formation alternatives 
which, when properly managed, will ultimately increase the 
Islamic lessors’ profitability. 
 

 
The operating lease also works to the lessees’ benefit. First 
and foremost, the lessee only pays for the asset for the time 
the assets are utilized – usually two to five years, depending on 
the asset. Moreover, it is possible for the lessee to retain a full 
range of options at the end of the initial lease term. Typically, 
those lessee options are to return the asset, purchase the as-
set, or renew the lease.  
 
The reality is that if an entity is not interested in engaging in 
Ijarah/operating leases, that entity is not really in the equip-
ment leasing business. Part of the road to Ijarah/operating 
leases is education – education of the potential lessees and, in 
some cases, education of investors and boards of directors. 
But the real commitment is that of the leasing company, who 
must invest the time and talent to truly understand the eco-
nomic value and future value of the assets they choose to 
lease. And after all, what could be more consistent with Islamic 
finance risk sharing than a lessor taking a residual position in 
equipment? 
 

Overview of Islamic Equipment Leasing Industry in the GCC 
By James Cracco 

Opportunities in Islamic leasing  

“Islamic equipment lessors have  
a unique opportunity not only in the 
GCC but throughout the Islamic 
world to assume the position  
of leadership in the equipment 
leasing market” 
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Islamic equipment lessors have a unique opportunity not only 
in the GCC but throughout the Islamic world to assume the 
position of leadership in the equipment leasing market. Conver-
sations about the role and future of Islamic finance invariably 
deal with the questions of how Islamic finance can “catch up” 
with conventional finance and/or how Islamic finance can emu-
late or offer an alternative product to conventional finance. In 
the equipment leasing arena, however, neither Islamic nor 
conventional lessors have established a dominant position in 
the marketplace. Those lessors that offer international market 
standard terms for Ijarah wa iqtina leases and move into Ijarah 
leases will not only enjoy the profits of those decisions, but 
continue to define the market – including the global market – 
for years to come. 

Conclusion 

The author is CEO of First 
Leasing Bank.  
 
Bahrain-based First Leasing 
Bank was launched in Octo-
ber 2004 as the first com-
pany dedicated exclusively 
to equipment leasing 
throughout the GCC. First 
Leasing Bank concentrates 

on middle market, middle ticket (US$1 million to US$10 mil-
lion) transactions with operating leases (Ijarah) and finance 
leases (Ijarah wa iqtina) forming the core product offering. The 
bank will lease most capital asset classes including manufac-
turing and process machinery, printing presses, construction 
equipment, IT, power and water generation, telecoms, vehicle 
fleets, medical equipment and office furniture.  
 
The founding shareholders are Ithmaar Bank (Bahrain), Over-
land Capital (US), Gulf Finance House (Bahrain) and Gulf  
Investment House (Kuwait). In October 2005, Abu Dhabi  
Investment House also acquired a stake in First Leasing Bank.  

Overview of Islamic Equipment Leasing Industry in the GCC 
By James Cracco 
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Al locations based on mar ket capi tal ization data pr ovided by FactSet.  Data as of  the 31st Januar y 2006.

If you’ll pardon the analogy, investing according to 
Islamic principles has much in common with fol-
lowing a disciplined nutrition regime. You know 
what you can and cannot eat. You know why you 
are doing it, as well as what you are trying to 
achieve. And you know that it is good for you. So 
you do not consider the diet constraints a form of 
deprivation. You simply find palatable substitutes 
for any perceived deficiencies. Not only do you 
leave behind old, unhealthy habits; you may  
also find unexpectedly pleasant surprises along 
the way. 
 
For the manager of a Shariah compliant global portfolio, the 
most significant limitation concerns the financial sector. Yet 
our examination of recent equity market performance uncovers 
some agreeable revelations about life without financial stocks. 
 
Most listed bank stocks are prohibited for the Islamic investor 
because of the ban on earning interest, or, by extension, invest-
ing in companies that make a profit, that is by charging inter-
est. This is particularly challenging for the international Islamic 
portfolio manager because of the preponderance of financial 
stocks across major and emerging equity markets. We estimate 
that financials currently represent some 24% of world market 

capitalization. There are other sectors that are inaccessible to 
the Islamic investor, but financials are far and away the largest. 
Yet this limitation, it turns out, is not necessarily a 
“deprivation.” If we look at the major regions of the world, we 
find that there are distinct periods when the Islamic market 
index has outperformed the conventional market index, and 
vice versa. Indeed, in the US, where financials make up some 
22% of market capitalization, the Islamic index has consistently 
outperformed the conventional index over the past three and a 
half years. 
 
Table 1: Periods of Islamic Index Outperformance (July 2002–
January 2006)  

Note 1: We use the FactSet aggregates for each market/region 
as of the 31st December 2005 to determine market capitaliza-
tion percentages. Periods of outperformance are indicative: we 
omit specific calendar dates for clarity. Policy rate movement is 
a subjective treatment of the overall trend in Central Bank pol-
icy during the designated period. Europe refers to the MSCI AC 
Europe Price Index, which includes 16 countries, including 
Switzerland and the UK. Asia references the MSCI AC Asia Pa-
cific Price Index, which includes 14 countries including Austra-
lia, New Zealand and Japan. The Dow Jones Islamic Asia Pacific 
Index does not cover the Chinese, Indian and Pakistani mar-
kets, which are included in the MSCI Index used above. Since 
the bulk of the Dow Jones Islamic indices begin in July 2002, 
we use that as a start date for our study, except in Japan where 
data began in April 2003. 

Meeting the Islamic Investment  
Performance Challenge:  
Outperforming Without  

Financial Stocks 
By Douglas Clark Johnson 

Financial Equities Lead Global Market Capitalization 

 
Market 

Financial  
sectoras % of 

market 

Period of Islamic 
index  

outperformance 

 
Duration 

Policy rate 
movement 

US 22% July 02–Dec 04 30 Months Down to 

    Mar 05–Jan 06 11 Months Up 

          

UK 24% Oct 02–Jan 06 40 Months Flat to Up 

          

Japan 21% Apr 03–June 03 3 Months Flat 

    Dec 03–Feb 04 2 Months Flat 

          

Europe 26% Jul 02–Apr 03 10 Months Down 

          

Asia 24% none available   See US 
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Note 2: We use the Dow Jones Islamic indices as a proxy for 
the Islamic investor. Our conventional indices include: S&P 
500, FT All-Share, Nikkei 225, MSCI AC Europe, and MSCI AC 
Asia Pacific. 
 
Note 3: All data in US dollar terms. 
 

 
We draw the following conclusions from our review of periods 
when the broad market Islamic index outperformed the broad 
market conventional index: 
 

• In the US, the Islamic index outperformed from the middle 
of 2002 through to the end of 2004. Granted, financials 
delivered positive return during this period, potentially 
favouring the conventional index. But other Shariah ac-
cepted sectors offered better relative performance. In the 
30 months starting in July 2002, the best performing ma-
jor sector was technology at some 52%, well ahead of fi-
nancials at 41%. 

 

• In the US, Islamic outperformance throughout most of 
2005 can be attributed to the strength of the minerals 
sector (e.g. oil) and the higher concentration of those 
stocks in the Islamic index than in the conventional one. 

• In the UK, industrial trends throughout the past cycle bene-
fited the Islamic index at the expense of the conventional 
index. Impressively, UK financial stocks gained some 78% 
in dollar terms over the 40 months starting in October 
2002, but technology and consumer durables were up 
more than 130% over the same period. 

• In Japan, the positive impact of loose monetary policy on 
the banking sector means that the Islamic index has out-
performed only sporadically. Key trends – such as im-
proved export competitiveness due to offshoring of produc-
tion to China – have yet to affect the Islamic investor at the 
aggregate level. 

• In Europe, the period of Islamic index outperformance that 
was in evidence from the second half of 2002 to early 
2003 had to do with classic concerns about financials’ 
cost controls, paired with a breakdown in loan volume. The 
best performing stock market sectors during this period 
included communications and utilities, indicative of the 
defensive quality within the market during that time period. 

• Asia did not see any sustained period of Islamic index  
outperformance during the duration of our study. This in 
part is due to the strength of bank stocks in Japan. An 
additional factor may be the tendency of conventional in-
vestors in emerging markets to use bank stocks as a proxy 
for growth. 

 
Table 2: Periods of Conventional Index Outperformance (July 
2002–January 2006) 

 
Note: See Table 1 for a full explanation of indices and time 
frames. The “Top Performing Islamic Indices” are the two top 
performing Dow Jones Islamic indices globally during the period 
of conventional index outperformance. 
 

We draw further conclusions, outlined below, about periods of 
conventional index outperformance. Not surprisingly, this pat-
tern is often, but not always, timed to a steepening of the yield 
curve, when financial equities typically outperform. 

Meeting the Islamic Investment Performance Challenge:  
Outperforming Without Financial Stocks  

By Douglas Clark Johnson 

Observations on Table 1 

 
 

Market 

Financial 
sector 
as % of 
market 

 
Period of  

conventional index 
outperformance 

 
 

Duration 

Top  
performing 

Islamic  
indices 

during period 
          
US 22% Jan 05–Feb 05 2 

months 
UK and 
Europe 

          

UK 24% Jul 02–Sep 02 3 
months 

US and UK 

          

Japan 21% Jun 03–Dec 03 6 
months 

Asia Pacific  
and Japan 

    Feb 04–Jan 06 24 
months 

UK and Asia 
Pacific 

          

Europe 26% Apr 03–Jan 06 33 
months 

UK and Asia 
Pacific 

          

Asia 24% Jul 02–Jan 06 43 
months 

UK and 
Europe 

Observations on Table 2 
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Recent US Islamic Index Strength Due Largely to Oil-Related Stocks 

Ratio of Dow Jones US Islamic Index to S&P 500 Index 
Data as of 31 January 2006. Three-week moving average of price index ratio in US 
dollar terms. Past performance does not guarantee future results. 
Source: FactSet, Calyx Financial. 
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• In the US, the conventional index outperformed only during 
a brief period in early 2005, which can be attributed to 
better than expected economic growth. Financial stocks 
were relatively weak throughout the period of our study, 
even though interest rates were sitting at a cyclical low of 
1% between July 2003 and June 2004.  

• In the UK, the conventional index has rarely outperformed. 
Part of this may be attributed to the time frame of our 
study, which encompassed a period of interest rate in-
creases totalling some 125 basis points from November 
2003 to August 2004. That move toward a flattening of the 
yield curve and an attendant expectation of weaker eco-
nomic activity may have biased investors against finan-
cials. This in turn hindered conventional index perform-
ance. 

• In Japan, restructuring in the banking sector has had a 
positive and dramatic impact on conventional index per-
formance. For perspective, bank stocks rose 66% in dollar 
terms between February 2004 and January 2006. 

• In Europe, by mid-2003, banks were perceived as offering 
value as the economic cycle verged on bottoming. Intensi-
fied consolidation and rationalization in the financial sector 
helped to sustain impressive stock price gains. This was 
further supported by a strong euro (at least until December 
2004), driving banks to focus on higher quality assets. 

• In Asia, because bank stocks are often viewed as a proxy 
for growth, and since Asia in general has been a pre-
eminent growth story, the conventional index has almost 
always outperformed over investible periods since mid- 
2002, when our study began. 

• For perspective, identifying the best performing regional 
Islamic index during any given period when a local conven-
tional index was outperforming may have provided a viable 
allocation shift for the Shariah compliant manager. Note 
that we do not integrate Middle East market performance 
into our study because of size and liquidity constraints for 
the global investor. 

Clearly, the Islamic investor can readily craft a well-balanced 
global portfolio while complying with accepted interpretations 
of Shariah law. We highlight a number of issues to address: 
 

• Just as the size impact of the US equity market must be 
taken into account in managing a global conventional port-
folio, understanding the direction and trend of the financial 
sector is the dominant call in a global Islamic portfolio. 
Stylistically, financials typically outperform most dramati-
cally at the point in the economic cycle between “late re-
cession” and “middle recovery.” For the Islamic investor, 
this may mean an especially aggressive shift toward con-
sumer growth stocks in such periods, given that these 
equities also tend to outperform at the same inflection 
point. 

• For late-cycle investors, when lingering positive economic 
growth surprises or banking sector consolidation may fa-
vour financials, a “defensive” strategy may be to focus on 
those regions with heavy late-cycle exposure in the capital 
goods area. Among the principal regions, Japan has rela-
tively high exposure to the capital goods sector, at over 
20%. There may be a further global extension to this story. 

• In high-growth emerging markets, where the Islamic inves-
tor cannot access the conventional bank-as-growth-stock 
theme, portfolio managers must be particularly savvy. This 
may call for heightened rotation among markets within 
regions, or even opting for a private equity strategy. De-
mand here may stimulate the development of more cycli-
cally oriented Islamic funds, such as commodity vehicles. 

• Rather than focus on banking stocks as a way to access 
emerging market growth, we suggest the Islamic investor 
may benefit from telecommunications exposure in these 
markets, albeit with heightened sensitivity toward valua-
tion readings. 

• Less cyclical sectors like healthcare may carry above-

General implications for a global investment strategy 
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Asia Pacific Islamic Equities Have Continued to Underperform 

Ratio of Dow Jones Asia Pacific Islamic Index to MSCI AC Asia Pacific Index 

Data as of the 31st January 2006. Three-week moving average of price index ratio. 
 

Source: FactSet, Calyx Financial. 

Telecom Exposure in Emerging Markets May Serve Islamic Investors 

Price Return Performance of Global Equities vs. Emerging Markets  
Telecommmunications Sector 
 
Data as of the 31st January 2006. Annual price return in US dollar terms. 
Past performance does not guarantee future results. 
Source: FactSet, Calyx Financial. 

Continued... 

Page 77 



Islamic Finance News Guide 2006 

www.islamicfinancenews.com 

Islamic Finance News Guide 2006 

average positions on a long-term view. These stocks tend 
to be conservative plays, potentially reducing the overall 
volatility of the portfolio. Biotechnology may be an aggres-
sive extension of that theme. 

• Europe and Asia may offer key strategic opportunities for 
the Islamic investor if financial stocks become fully valued 
and enter a sustained period of underperformance. 

• Publicly-traded Islamic banks may allow the Islamic inves-
tor to obtain financial exposure, and earnings profiles can 
be attractive in some cases. But such institutions tend to 
be niche opportunities. One cannot invest in these stocks 
as a full counterweight to conventional banks without se-
verely overweighting them in a global portfolio, subjecting 
the portfolio to heightened risk. 

 

• The absence of a commonly accepted regional Islamic 
index for Latin America leaves a notable hole in the global 
opportunity set, and inhibits the development of new in-
vestment products that would give Shariah compliant in-
vestors the ability to access the region. Latin American 
exposure would have been a key contributor to portfolio 
performance over the most recent cycle, when regional 
stocks were up some 300% in dollar terms between July 
2002 and January 2006, as measured by the conventional 
MSCI EM Latin America index. Certainly there are individ-
ual share opportunities in the region. 

 
In a sense, the discipline imposed by Shariah criteria may actu-
ally benefit the Islamic investor, because of the heightened 
need to focus on sector and theme issues. During the 1990s, 
for instance, evidence suggests that the Islamic investor in the 
US would have performed especially well because of the focus 
on the corporate restructuring story and the benefit of being 
exposed to industrial and technology stocks. More recently, 
activity in the US small to mid cap space would have been a 
preferred strategy, a focus that excludes most conventional 
financial institutions.  

 
 
 
 
 

The author is CEO and Chief Strategist of Calyx Financial 
LLC, a developer and marketer of investment products for 
offshore investors. He can be reached at douglas.johnson 
@calyxfinancial.com. 

Meeting the Islamic Investment Performance Challenge:  
Outperforming Without Financial Stocks  

By Douglas Clark Johnson 

“The discipline imposed by Shariah 
criteria may actually benefit the  
Islamic investor, because of the 
heightened need to focus on sector 
and theme issues” 

Conventional wisdom has it that the Islamic investor must 
“sacrifice” performance to meet Shariah guidelines. This short 
study suggests the contrary, if the investment process includes 
sufficiently proactive market, sector, and theme rotation within 
a broad-based portfolio. Over multiple business cycles, we sub-
mit that the Islamic investor has the potential to meet, and 
perhaps even exceed, conventional portfolio performance. 
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TAKAFUL NEWS REVIEW 

Panellists at the seminar on the Regulation of Takaful Insurance 
called for insurance regulatory bodies and experts to draw up a 
legal framework for the supervision and regulation of the industry. 
 
Asean Re-Takaful International Labuan signed a joint venture agree-
ment with Bangladeshi Islamic insurance company Homeland Life 
Insurance Company to provide re-Takaful for products under Home-
land Life Insurance Family Takaful plan. 
 
The paid-up capital of Takaful Ikhlas rose to US$26.32 million fol-
lowing the injection of US$12.89 million capital by parent company 
Malaysian National Reinsurance through internal funding. 

Bahrain-based Solidarity announced plans to expand its influence 
into the emerging markets of Lebanon, Saudi Arabia, Kuwait, Mo-
rocco, the UAE, Iran, Pakistan and the UK. Over the next three 
years the company hoped to move into Europe and the Far East. 
 
Bahrain’s Takaful International Co teamed up with Lebanon’s 
National Council for Health Tourism and the Lebanese company 
K&M International Health Tourism to provide healthcare services 
to its customers.  

JANUARY 

Syarikat Takaful Malaysia won “The Best Provider of Takaful Ser-
vices” award for the second year running from London-based inter-
national financial publication, Euromoney.  
 
Solidarity – Family Takaful launched a single contribution plan, 
SolidBond, to offer customers a focused investment vehicle that 
caters to specific financial constraints. 
 
Dubai Islamic Insurance and Reinsurance Company announced  
an increase in net profits for 2004 by more than 7,000% to 
US$2.35 million. 
 

Solidarity launched its website to address the need for a unified 
information centre about the company and the continually expand-
ing global Takaful industry. 
 
The Securities and Exchange Commission of Pakistan approved 
the application of registration of one Islamic insurance company. 
 
The Bangladesh government set up a committee to look at 
amendments to the present Insurance Act of Bangladesh to in-
clude clauses giving legal coverage to Takaful.  

FEBRUARY 

Maybank Group announced its expectation to achieve premiums of 
US$1.18 million within three months of the introduction of its Taka-
ful Alif endowment education plan.  
 
The first ever e-Takaful seminar, designed as a B-2-B event on Is-
lamic insurance and financing, focusing on products and e-
solutions to administer, market and distribute Takaful services, was 
announced for Dubai on the 6th April.  
 
Bangladesh’s Ministry of Commerce received a surprise 11 applica-
tions to open Islamic life insurance companies, prompting suspicion 
from the ministry about the motives of the sponsors of the pro-
posed insurance companies.  
 
Arab Insurance Group’s net profits for 2004 soared 235% to 
US$26.5 million. The board of directors approved the establish-
ment of a new re-Takaful company. 
 

Multimedia Super Corridor status company 3i Infotech began im-
plementation of its Premia Takaful integrated Islamic insurance 
solution for TIBB, a wholly owned subsidiary of the Islamic Bank of 
Brunei.  
 
Dubai Islamic Insurance and Reinsurance Company revealed its 
plans to extend cover under its Takaful Passport policy to Haj and 
Umrah pilgrims from anywhere in the region. 
 
Bahrain’s Takaful International reported a net profit of 
US$682,200 for 2004, while operations in the Family Takaful 
segment witnessed a 58% year-on-year growth.  
 
Islamic insurance company Abu Dhabi National Takaful received 
approval from the UAE Securities and Commodities Authority to 
list on the Abu Dhabi Securities Market and the Dubai Financial 
Market.  
 

MARCH 
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Bank Negara Malaysia’s guidelines, which allowed policy holders 
who surrendered their policies after a year to get back part of their 
premiums, were expected to draw interest in Takaful products from 
non-Muslims.  
 
Dubai’s Tamweel announced a strategic agreement with UAE-based 
Aman Insurance to expand the terms of co-operation between the 
companies. 
 
Malaysia’s MNRB Holdings revealed plans to venture into the Taka-
ful reinsurance business. MNRB’s Takaful insurance business is 
handled by Takaful Ikhlas, which is expected to break even by 2006 
or 2007. 
 
The Abu Dhabi National Takaful Company surprised investors with a 
US$60,200 profit for its first year of operation, against a forecast of 
just US$23,000.  
 
Islamic Insurance Bangladesh offered IPOs worth US$1.42 million 
soon after a successful 4-year operation.  
 
Malaysia’s Takaful Ikhlas announced its expectation of posting a 
gross contribution of US$26.32 million in the financial year ending 
on the 31st March 2006. 
 

Jordanian insurer The Islamic Insurance Co approved a 
US$848,100 capital increase to US$5.1 million via a bonus issue 
and financed by the capitalization of retained earnings. 
 
Takaful Ikhlas signed a Memorandum of Understanding with  
Alliance Bank Malaysia. 
 
The Pakistan Government announced the draft Takaful Rules 
2005 – introducing a Wakalah operational model – to solicit views 
and comments of the insurance industry, general public and other 
stakeholders.  
 
UAE Islamic insurance company Abu Dhabi National Takaful was 
listed on the Abu Dhabi Securities Market, becoming the 40th firm 
traded on the stock exchange.  
 
Dubai Islamic Insurance and Reinsurance Company launched an 
online service enabling motorists to apply for and receive insur-
ance quotations online. 
 
Qatar’s commercial bank Doha Bank launched the Takaful Family 
Protection Shield insurance scheme in co-operation with the Qatar 
Islamic Insurance Company for a trial one-month period. 

APRIL 

Malaysian and Qatari investors approached the Securities and  
Exchange Commission of Pakistan to spearhead Takaful in the 
country. 
 
Takaful Nasional secured over 1,300 sales during the unit trust 
showcase and registered visits of more than 10,000 people. 
 
Dubai Islamic Insurance and Reinsurance Company reported a net 
profit of US$460,000 for the first quarter of 2005, up from 
US$137,300 in the same period of 2004.  
 
Saudi insurance regulator the Saudi Arabian Monetary Agency  
announced the impending approval of eight more insurance compa-
nies, including Islamic insurance companies, to operate in Saudi 
Arabia. It also asked 26 firms to close down their offices for failing 
to fulfil the conditions set by the government. 
 
Malaysia’s Commerce Asset Holding received approval from  
the Companies Commission of Malaysia to establish a Takaful  
business. 
 
The Bahrain Monetary Agency launched its new insurance rulebook 
in line with the principles and standards set by the International 
Association of Insurance Supervisors. The rulebook addressed both 
conventional and Islamic insurance, making Bahrain one of the few 
countries in the world to have a comprehensive set of regulations 
for Islamic insurance firms.  
 
The Qatar Islamic Insurance Company discontinued its popular in-
vestment-linked insurance scheme, Sanabel, following directives 
from the Ministry of Economy and Commerce. 
 
Dubai Islamic Insurance and Reinsurance Company announced  
the launch of a new branch in Jebel Ali Free Zone. The company 
recorded a 235% increase in profits for the first three months  
of 2005. 
 

Bahrain-based Solidarity launched the Solidarity European Real 
Estate Fund, offering investors an opportunity to invest in attrac-
tive, stable European real estate markets.  
 
The Islamic Corporation for the Insurance and Invest Export Credit 
signed an agreement for reinsurance on an optional basis with the 
Shikan Insurance and Reinsurance Company of Sudan.  
 
A Malaysian delegation met officials of the Securities and Ex-
change Commission of Pakistan to finalize the rules and regula-
tions of the new Takaful system, to be introduced in Pakistan by 
mid-June. 
 
Bank Negara Malaysia announced plans to issue up to four new 
Takaful licences and initiate the licensing of Takaful brokers and 
adjusters to expand the Islamic finance industry.  
 
Abu Dhabi National Takaful Company registered a 646% increase 
in net profits for the first three months of the year.  
 
Syarikat Takaful Malaysia announced its expectation that its mort-
gage reducing term assurance business would make up to 50% of 
its portfolio by April 2006. 
 
It was announced that Bahrain’s motor insurance company 
Tasheelat Insurance Services Co would distribute Solidarity’s 
Shariah compliant motor insurance policy, Solid Motor Takaful.  
 
Bahrain-based Investors Bank received regulatory approval to set 
up a Takaful company in Kuwait with an initial paid-up capital of 
US$17.12 million. 
 
 

MAY 
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The Director General of Malaysia’s Takaful & Insurance and Central 
Bank Governor Dr Zeti Akhtar Aziz commented that there remains a 
“tremendous potential” for both conventional and Islamic insurance 
in Malaysia.  
 
Takaful Nasional signed a joint venture agreement with Pak Kuwait 
Investment Company to set up a Takaful company in Pakistan. 
 
Insurance Commission Director General Bassel Hindawi proposed a 
10-year master plan to develop the Islamic insurance industry 
worldwide.  
 
The UAE’s Islamic Arab Insurance Company announced it would 
raise its paid-up capital to US$272 million from US$13.6 million via 
a rights issue, followed by a public subscription of shares worth 
US$54.4 million. 

Syarikat Takaful Malaysia CEO Datuk Mohd Fadzli Yusof called on 
Organization of Islamic Conference member countries to work 
together to develop the Takaful industry.  
 
Syarikat Takaful Malaysia announced plans to sell a 15.71% stake 
in Asean re-Takaful International to the Islamic Co-operation for 
the Development of the Private Sector, which would acquire 2.2 
million shares. 
 
Dubai-based Islamic Insurance and Reinsurance Company 
launched a service allowing UAE residents to receive travel insur-
ance quotations online. 
 
Bahrain’s Takaful International expanded the coverage of its 
healthcare and medical services to Jordan. 

JUNE 

Brunei’s largest Islamic insurance operator, Takaful IBB, introduced 
two new savings accounts, one especially for students from 12–21 
years of age, and the other targeted at Brunei’s elderly.  
 
Syarikat Takaful Malaysia signed a share sale and purchase agree-
ment for the proposed disposal of 2.2 million ordinary shares in its 
offshore subsidiary, Asean re-Takaful International (L). The Islamic 
Corporation for the Development of the Private Sector agreed to buy 
shares representing a 5.71% equity interest in the company.  
 
Hong Leong Islamic Bank announced it would be applying to Bank 
Negara for a Takaful licence before the October 2005 deadline. 
 
The Life Insurance Corporation of India revealed plans to  
become the first company to offer Takaful in the Indian sub-
continent market. 
 
The Oman Insurance Company reported a quadrupling of first half 
profits to US$111 million, thanks to a 601% hike in investment 
income to US$98 million. 

Dubai-based Arab Islamic Insurance Company took over two Is-
lamic insurance companies: Takaful and re-Takaful Insurance 
Company in Bahrain and BEST Re in Tunisia, in addition to the two 
licences the company obtained to offer Takaful products in Saudi 
Arabia and Malaysia.  
 
Dubai’s Minister of Economy and Planning and the Chairman of 
the Board of Emirates Securities Commodities Authority – Shaikha 
Lubna Al Qasimi – approved the listing of the Islamic Arabic Insur-
ance Company under the category of Class 2.  
 
Dubai-based International Arab Insurance Company’s US$54.5 
million IPO was about eight times oversubscribed, raising a total 
of US$258.6 million and increasing the company’s capital to 
US$272.3 million. The additional capital was to buy an 82% stake 
in Bahrain-based Islamic insurance and investment firm TARIIC.  
 
Bangladesh’s Ministry of Commerce received applications from 
about 40 politicians, former bureaucrats and businessmen for 
licences to run life and general insurance companies.  
 

JULY 

New Islamic Takaful fund, Amanah, was launched by NTUC Income, 
making Islamic bonds available in Singapore for the first time. The 
launch value of US$182.08 million made it the largest Islamic fund 
in Singapore. 
 
Public Bank made public its plans to purchase a majority stake in 
Singapore’s oldest life insurance company, Asia Life Assurance 
Society. The bank also revealed it was looking into applying for Ta-
kaful licences and an Islamic banking subsidiary. 

Bahrain-based Takaful International announced that the com-
pany’s premiums from health covers would reach US$2.65 million 
by the year-end.  
 
Increased protection benefits for the savings plan clients of Bah-
rain-based Solidarity Family Takaful were revealed, including Taka-
ful protection on death, Takaful protection for critical illness and 
Takaful protection for waiver of contributions on death.  

AUGUST 
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Syarikat Takaful Malaysia said that its two newly launched invest-
ment-linked Takaful plans – Tabung Istiqrar and Tabung Ittizan – 
with a combined size of US$2.67 million, would push the com-
pany’s fund size to US$6.67 million in 2005.  
 
Dubai Islamic Insurance and Reinsurance Company expanded its 
existing co-operation agreement with Munich-based FWU Group to 
offer investment oriented life Takaful products in the UAE, primarily 
through bank distribution partners. 
 
MNRB Holdings’ Takaful arm, Takaful Ikhlas, said it was considering 
setting up a re-Takaful company in conjunction with MNRB’s associ-
ate company, Labuan Reinsurance (L).  
 
Syarikat Takaful Malaysia announced its intention to continue to 
give out more than 25% of profit to its policy holders for the next 
few years. 
 

The Qatar Islamic Insurance Company posted US$6.87 million in 
net profits during the first half of 2005, marking an increase of 
274% over the corresponding period in 2004.  
 
Takaful Nasional signed a joint venture agreement with Pakistan 
Kuwait Investment Company and Meezan Bank to form the Taka-
ful company Pak-Kuwait Takaful Company.  
 
The Qatar Islamic Insurance Company announced that it had set-
tled about 30 claims to date in 2005 for loans provided by Islamic 
banks and financial institutions due to the death of borrowers.  
 
The tourist/residential project Durrat Al Bahrain signed an  
agreement with Takaful International and Solidarity to offer 
US$464.18 million insurance coverage for a period of 49 months 
starting from December 2005. The agreement was believed to be 
one of the biggest insurance covers offered in the Bahrain  
construction sector. 
 

AUGUST (continued…) 

Malaysia’s deposit insurance system, administered by Malaysia 
Deposit Insurance Corporation, took effect from the 1st September 
to protect all deposits of up to US$15,915 each with commercial 
and Islamic banking institutions, to be funded by annual premiums 
borne by financial institutions. 
 
Syarikat Takaful Malaysia announced plans to aggressively promote 
its general and family Takaful business to the local non-Muslim 
segment, starting with educational programmes to create maximum 
awareness on Islamic insurance products.  
 
The Abu Dhabi National Takaful Company lined up several products, 
including life Takaful and savings, which it would channel through 
banks. 
 
MNI Holdings subsidiary Malaysian National Insurance revealed it 
expected to start its Takaful operations in Pakistan – its first over-
seas venture – before the end of March 2006.  
 
Malaysia’s Maybank announced plans to purchase a controlling 
74.2% stake in insurer MNI Holdings. Through Maybank’s joint ven-
ture firm, Mayban Fortis Holdings, it would buy 210.06 million 
shares in MNI from Permodalan Nasional Berhad.  
 
Solidarity announced an enhanced Takaful Protection Benefits 
scheme for its saving and investment SolidMarriage plan.  
 
Solidarity Family Takaful, with the support of Bahrain Financial Har-
bour, held the first of several seminars on Islamic financial plan-
ning. 
 
Public Mutual launched its 24th fund – the Public Islamic Balanced 
Fund – and announced that it would provide up to US$26,535 
worth of free Takaful coverage to qualified unit holders.  
 
Finansa Life Assurance teamed up with the Bank for Agriculture 
and Agricultural Co-operatives to offer Takaful group insurance  
policies.  
 
 

The Pakistan government issued Takaful Rules 2005 for Shariah 
compliant insurance businesses. The rules provided for mutual 
financial aid and assistance to participants in the event of certain 
contingencies, using the Wakalah operational model.  
 
Bank Negara Malaysia announced that applications for the four 
additional Takaful licences would close on the 31st October. 
 
ING Insurance announced it would apply for a Takaful licence 
before the end of October deadline. 
 
Dubai Islamic Insurance and Reinsurance Company launched its 
International Haj/Umrah Takaful Passport online for Haj and Um-
rah pilgrims throughout the world. 
 
Bahrain-based Solidarity launched an enhanced Takaful Protec-
tion Benefits scheme for its Savings and Investment SolidRetire-
ment Plan. 
 
Arab Insurance Group announced the creation of the first Shariah 
compliant reinsurance company in the MENA region – Takaful Re. 
The company would be the strongest capitalized company active 
in the field of Islamic reinsurance, with an authorized capital of 
US$500 million. 
 
Takaful Ikhlas confirmed it would roll out its first investment-linked 
Takaful plan by the end of 2005. 
 
Syarikat Takaful Malaysia stated that it wanted at least one Taka-
ful operation in each of the 57 Organization of Islamic Conference 
member states as part of its overseas expansion plan.  
 
Dubai-based Islamic Arab Insurance Company announced it would 
embark on a US$258.2 million expansion following its listing on 
the Dubai Financial Market. The company also gained the  
approval of the Saudi Arabian Monetary Agency to establish a 
Takaful insurance firm in the Kingdom. 
 

SEPTEMBER 
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Solidarity launched its single contribution plan, SolidBond, to offer 
national, expatriate and international investors a focused invest-
ment vehicle. 
 
The world’s largest Takaful and re-Takaful provider, Islamic Arab 
Insurance Company, re-branded its business as Salama Islamic 
Arab Insurance Company. It also announced it would be issuing life 
and medical insurance before the first quarter of 2006. 
 
The Qatar Islamic Insurance Company restructured its investment 
portfolio and offloaded a portion of shares to finance expansion 
overseas. The company stated its expectation of seeing a 440% rise 
in profits as a result.  
 
Jordan Loan Guarantee Corporation signed a co-operation agree-
ment with the Islamic Corporation for Insurance of Investments and 
Export Credits, an affiliate of the Jeddah-based Islamic Develop-
ment Bank, to support Jordanian exports. 
 
Solidarity was looking at expansion into key international markets, 
including the Middle East and North Africa regions and the UK.  
 
Malaysia’s Takaful Ikhlas announced its expectation to break even 
in 2005, after three years of unprofitable operations. It had in-
vested US$3.44 million in IT systems, staff and branding.  
 
 

Bahrain-based Takaful International announced plans to set up 
joint ventures in Kuwait and Saudi Arabia to take advantage of the 
rapid growth of Islamic insurance in the region. It had obtained a 
licence to set up an insurance company in Kuwait and applied for 
a licence in Saudi Arabia. 
 
The Bahrain Monetary Agency held an information session for 
insurance firms, focused on providing guidance on the licensing 
requirements for insurance licencees. The new regulations, issued 
in May 2005, imposed a number of new requirements for all in-
surance licencees. 
 
Malaysia National Insurance confirmed it was ready to launch its 
products in Pakistan and was waiting for the Pakistani Govern-
ment to gazette the rules on the introduction of Takaful products 
in the country. 
 
Independent public relations network Action Global Communica-
tions was appointed by Salama Islamic Arab Insurance Company 
to be its PR agency for the Middle East and North Africa. 
 
Bahrain-based Solidarity joined with Shamil Bank of Bahrain  
to provide automatic Takaful protection for customers seeking  
Islamic home finance in order to purchase property in the residen-
tial project Abraj Al Lulu. 
 
 

OCTOBER 

The Egyptian Insurance Supervisory Authority received requests for 
Takaful insurance companies to be established. 
 
The Dubai Islamic Insurance and Reinsurance Company signed an 
agreement with Emirates Islamic Bank whereby all customers who 
took out Emirates financing would be eligible for a mortgage protec-
tion policy. 
 
Tugu Re stated that it would open an Islamic division early in 2006, 
becoming the final Indonesian reinsurer to do so, as  
encouraged by the Association of Indonesian Islamic Insurance.  
 
New company Emirates Global Islamic Bank appointed Syed Tariq 
Husain to be the bank’s first CEO, ahead of its plans to commence 
operations in Pakistan early in 2006. 
 
Kurnia Asia applied to Bank Negara Malaysia for one of the four 
Takaful licences available. 

Takaful International – part of the Investors’ Group of Kuwait – 
announced plans to team up with Southern Bank to bid for a  
Takaful licence in Malaysia. 
 
Qatar’s  Ministry of Economy and Commerce commissioned Ernst 
& Young to conduct a feasibility study to assess the impact of 
merging three major Qatari insurers: Qatar Insurance Company, Al 
Khaleej (Gulf) Insurance and Doha Insurance Company. 
 
It was revealed that Global Investment House would manage  
the listing of Iraq Holding Company and Al-Tameer Real Estate 
Investment Company on the Kuwait Stock Market. 
 
Insurance broker Jardine Lloyd Thompson applied to Bank Negara 
Malaysia for one of the new Takaful broking licences. 
 
New Bahrain-based Islamic reinsurance company Takaful Re held 
its inaugural board meeting and filled key roles on the board. 

NOVEMBER 
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The Jeddah Chamber of Commerce reported its belief that the  
insurance market in Saudi Arabia would triple from US$2.13 million 
to US$6.4 billion within the next decade. It was believed that  
Takaful in particular would increase dramatically. 
 
Syarikat Takaful Malaysia posted its highest growth in 20 years of 
operations at its 20th AGM. Profits increased 77.2%. 
 
Syarikat Takaful Malaysia expressed interest in joining its expertise 
with the financial might of the Islamic Development Bank to  
develop Takaful in member countries of the Organization of Islamic 
Conference. 
 
Maphilindo International announced Bank Negara Malaysia had 
approved its loss adjusting Takaful licence, subject to the company 
amending its Memorandum and Articles of Association. Thus it was 
set to become Malaysia’s first loss adjuster to provide Shariah 
based loss adjusting services by 2006. 
 
Qatar Islamic Bank supported Solidarity for its first Islamic planning 
seminar outside of Bahrain. 
 
New Takaful company Takaful Re was officially inaugurated in Du-
bai on the 20th November. 
 
Six companies received Mudharabah payments totalling 
US$46,084.89 from Syarikat Takaful Malaysia. 
 
Syarikat Takaful Malaysia credited Bank Negara Malaysia for the 
growth of the industry in Malaysia over the past 20 years, praising 
its establishment of a strong regulatory framework. 
 
Interest in Bank Negara Malaysia’s new Takaful licences was re-
ceived from as far afield as Australia, Japan, Europe and the Middle 
East, including from conventional financial institutions. 
 

Idaman Unggul and Kuwait Finance House teamed up to apply for 
one of the Takaful licences to be issued by Bank Negara Malaysia. 
 
Malaysia’s Deputy Prime Minister Datuk Seri Najib Razak said that 
the country was well positioned to play a more significant role in 
Takaful and re-Takaful, as well as in Islamic fund management, 
fundraising and talent development, thanks to its comprehensive 
Islamic financial infrastructure. 
 
A Shariah compliant home insurance product was made available 
to UK bank customers for the first time by the new HSBC Home 
Takaful insurance policy.  
 
Chairman of HSBC Holdings Sir John Bond indicated the  
company’s commitment to Islamic finance, which could include 
seeking one of Malaysia’s Islamic insurance licenses. 
 
Dubai Islamic Insurance and Reinsurance Company opened a new 
office in Sharjah. 
 
The Executive Director of Financial Institutions Supervision at 
Bahrain Monetary Agency stated that Bahrain was ready to act as 
a regional insurance hub, through its provision of the best regula-
tory framework for companies, stake holders and policy holders. 
 
Bahrain-based Solidarity signed a US$25 million joint venture 
agreement with Malaysia’s largest composite insurance provider 
MAA Assurance. The partnership sought to win one of the new 
Takaful licences to be awarded by Bank Negara Malaysia in  
January 2006. 
 
Takaful Nasional announced that once its consolidation exercise 
with Mayban Fortis Holdings was completed, the company would 
accelerate its expansion plans, with the next targets being China 
and India. 
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The Islamic insurance or Takaful industry is  
relatively young compared with its more mature 
banking counterpart, but is also in a phase of rapid 
expansion. According to a report from the Salama 
Islamic Arab Insurance Company in Dubai: 
 

“Takaful has become one of the leading segments of the 
financial sector across the Asian, Arab and African re-
gions with growth rates of 10% to 30% over the last cou-
ple of years. There are currently around 60 Takaful op-
erations in 30 countries worldwide. Total direct Takaful 
premiums are estimated at approximately US$1.7 billion 
in 2003. The Arab countries provide around 63% of the 
global Takaful business, followed by Malaysia with 27% 
and other Asia Pacific countries some 9%, with Europe 
and USA contributing only 1% to Takaful revenues. 
 
The global Takaful market is expected to grow at be-
tween 15% and 20% per annum. Total worldwide direct 
Takaful premiums covering both non-Life and Life are 
expected to reach US$7.4 billion by 2015. Of this esti-
mated amount, nearly US$2 billion in annual premiums 
would be written in GCC markets, US$3.1 billion written 
in the Asia Pacific region and an additional US$2.6 bil-
lion in Europe, Turkey, China, India and the USA. Approxi-
mately 52% of the projected total annual Takaful premi-
ums would be non-Life with an impressive gain with 
Life/Family Takaful segment increasing to US$4.9 bil-
lion. Malaysia and Indonesia will continue to be at the 
forefront of the Takaful business with over US$1.4 bil-
lion in premiums. 
 
The Saudi market within the GCC has attracted several 
new market entrants and liberalization of foreign owner-
ship in the UAE and other markets in the insurance sec-
tor will further accelerate growth. Among the GCC states, 
Saudi Arabia is expected to generate close to US$900 
million in premiums, followed by the UAE (US$480 mil-
lion) and Egypt (US$467 million).” 

 

The Takaful industry has grown significantly as the Islamic alter-
native to conventional insurance and evolved from being a  
regional business to a global one. The renaissance in Socially 
Responsible Investing (SRI) and customer demand for Shariah 

compliant solutions has enhanced the community banking  
appeal of Takaful related products. Major markets currently 
include Malaysia, Iran, Pakistan, Saudi Arabia and other GCC 
countries. Annual average individual market growth rates range 
between 15% and 30%. In August 2005, the Securities Ex-
change Commission of Pakistan (SECP) published the Takaful 
Rules pertaining to the different classes of Takaful business. 
The Takaful product family spans across general, life, health 
and pensions business lines. Currently, the General Takaful 
business has a dominant market share of the overall product 
mix in Iran and the Middle East region. Both the USA  
and Europe offer considerable untapped potential for the  
Takaful industry. 
 

 
The two main business models used in the Takaful industry are 
the Mudharabah and the Wakalah models. The Mudharabah 
model is commonly used in Malaysia and involves the Takaful 
operator managing the operation in return for a share of the 
surplus on underwriting and a share of profit from investments. 
The Wakalah model is more prevalent in the Middle East  
region. In this model, the Takaful operator acts as an agent 
(Wakeel) for the participants, and manages the Takaful/re-
Takaful fund in return for a defined fee. 
 
The global Takaful industry is relatively small in comparison to 
its conventional insurance counterpart and the current Takaful 
market size is estimated between US$2.5 billion to US$3.5 
billion of annual premium. It needs to gain critical mass, build 
worldwide brand recognition and exceed performance stan-
dards set by the conventional insurance industry. There are 
only a few international Takaful suppliers. The major chal-
lenges faced by the national and cross-border Takaful suppliers 
include raising customer awareness and education; expanding 
product innovation, creative product design and marketing; 
gaining brand recognition; offering attractive investment 

2005 Global Takaful Review: 
Evolving Trends,  

Opportunities and Challenges 
By Sohail Jaffer 

Overview 

Takaful industry growth 

“The global Takaful industry needs 
to gain critical mass, build 
worldwide brand recognition  
and exceed performance standards 
set by the conventional  
insurance industry” 
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choices for customers in Family Takaful linked investment 
plans; intelligently deploy technology to enhance customer 
experience and overall consumer satisfaction level; finding  
an AAA-rated international reinsurance company willing to  
accept a re-Takaful solution, offer individual risk bearing  
capacity and widening penetration of bank and alternative  
distribution channels. 
 
The Takaful industry has been successful in distributing  
products through its agency sales force, direct channels,  
e-commerce and, to a limited extent, via certain retail banks. 
Product customization for the different bank channels (retail, 
mass affluent, private banking), customer referrals and gaining 
brand loyalty are important critical success factors. Product 
packaging, customer convenience, customer care and trans-
parency of product terms, conditions and pricing are also 
important catalysts to increase the share of the Takaful busi-
ness across multiple distribution channels. For Family Takaful 
linked investment plans, an open investment architecture plat-
form is important for the retail banking channel. Clearly  
the ability to tailor suitably diversified risk reward investment 
portfolios, select top quartile performing funds from major  
international brands and control defined portfolio risk levels 
are powerful drivers for the retail value proposition. Further-
more, the product certification by an independent Shariah 
Board of experts and ongoing compliance monitoring with high 
ethical standards has favourably impacted transparency,  
disclosure of different terms and conditions, charges and  
frequency of reporting. 
 

 
Several enterprising banks have included bancassurance in 
their product offerings, and some of the new Takaful operators 
are offering certain General Takaful products online. The distri-
bution of Takaful life and savings products through bank chan-
nels is relatively new, but the sales process through the branch 
banking network has been facilitated by the advent of web-
based point of sale and online administration systems offered 
by groups such as the FWU Group in Germany. In addition to 
the benefits of customer convenience, the “white label” advan-
tage of using own brand equity, transparency of product terms 
and conditions, open investment architecture and efficient 
online processing has all proved attractive to major bank distri-
bution partners. 
 
Future challenges and opportunities include the development 
and harmonization of the regulatory framework for the Takaful 
industry, creating suitable Shariah compliant investment secu-
rities, raising consumer education and awareness, building 
brand loyalty, optimizing the use of technology for customer 
after-care and creating strongly capitalized global re-Takaful 
and multiline Takaful providers. 
 

Takaful surge in GCC markets 
The Gulf Cooperation Council (GCC) states will see a dramatic 
increase in insurance in general and especially in Takaful over 
the coming years. 
 
According to the Arab News edition of the 8th December 2005: 
  

“Islamic banking is the fastest growing market segment 
in Saudi Arabia and the Gulf region and competition is 
getting tough in this sector. Already NCB, the largest 
bank in Saudi Arabia and the Middle East and North 
Africa in terms of balance sheet, has announced that it 
is in the process of converting its entire retail banking 
activities into Islamic retail banking. 
 

Saudi Arabia in particular will see the rise: the Jeddah 
Chamber of Commerce believes the insurance market 
will triple from US$2.13 billion (SR8 billion) to US$6.4 
billion (SR24 billion) within the next decade. Insurance 
currently contributes 0.7% of the GDP; this is expected 
to reach 3.7% in 5 years. 
 

Some 20 firms are in the process of being licensed and 
another 10 have filed applications with SAMA. One Taka-
ful company, which got approval in September 2005 
from SAMA to set up an operation in the Kingdom, is the 
Salama Islamic Arab Insurance Company based in  
Dubai. The company recently raised its capital from 
Dh50 million to Dh1 billion.” 
 

According to a report from the Salama Islamic Arab Insurance 
Company in Dubai:  
 

“the introduction of compulsory health insurance for 
expatriates from the 1st January 2006 and motor third 
party liability in Saudi Arabia is an important trend in 
the Gulf. In the UAE, health insurance will also be made 
compulsory for foreigners, providing considerable 
sources of revenue to Takaful companies.” 

 

An area that has seen tremendous growth in the GCC and  
particularly the UAE is the real estate and home finance  
market. Both Amlak and Tamweel’s home finance products and 
services have made a significant impact. Quality service and 
product innovation have contributed to the growth. Tamweel’s 
recent Yusr product is one of the world’s first Shariah compli-
ant adjustable repayment mortgage finance that allows  
customers to make lower monthly repayments in the initial 
years and amortize the difference over the remaining years of 
the repayment period. The expansion of the Shariah compliant 
home finance market has also spurred growth of Takaful  
mortgage protection products, with Aman Insurance taking the 
lead in this product line within the UAE. 
 

According to a report from the Salama Islamic Arab Insurance 
Company in Dubai, “mainstream commercial insurance  
accounts for about 50% of the business in the region. However, 
for the past 10 years, in all markets in the region, personal 
lines have been growing faster than commercial lines.  
The strongest area of growth is in the provision of personal 
insurance cover. Many providers have also experienced an 
increase in revenues from Family Takaful, health Takaful  
and education.” 

2005 Global Takaful Review: Evolving Trends, Opportunities 
and Challenges By Sohail  Jaffer  
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Solidarity in Bahrain entered the market with several savings 
and accumulation regular premium products designed to cater 
for various consumer needs including marriage, education, 
retirement and annual pilgrimage. This was followed up by the 
launch of a range of single premium products. Solidarity’s exist-
ing bank distribution partners include the Qatar Islamic Bank 
and Shamil Bank in Bahrain. 
 
Malaysia 
In Malaysia, the current market penetration for Takaful is rela-
tively low. According to Islamic Finance News on the 5th Decem-
ber 2005: “Takaful is expected to constitute 20% of the total 
insurance market by 2010 (currently 6.5%). At that time, Taka-
ful’s share of the Malaysian insurance industry is estimated to 
be worth US$1.85 billion (RM7 billion).” 
 
In Family Takaful the products sold were individual and group 
term and savings products, mortgage policies and pension 
plans. In General Takaful all classes of business were sold. 
 
Bank Negara Malaysia (the Central Bank in Malaysia) issued 
four new Takaful licences in January 2006. Bank Negara 
wanted to attract new players of strong capacity in product 
development and risk management for the four licences, and 
interested parties included conventional financial institutions 
and players in Australia, Japan, Europe and the Middle East.  
The successful applicants were HSBC Insurance (Asia Pacific) 
Holdings, Jerner Asia and Wang Simpanan Pekerja; Hong Leong 
Bank, Millea Asia, Japan and Hong Leong Assurance; Bank 
Simpanan Nasional and Prudential Holdings; and MAA Holdings 
and Solidarity. 
 

 
Takaful Malaysia, which started its business operations in 
1985, has expanded its international activities fast. It has pre-
viously invested in and assisted to set up Takaful operators in 
several OIC member states including Brunei, Bahrain, Bangla-
desh, Qatar, Kuwait, Indonesia, Sri Lanka and Saudi Arabia. 
The company is also exploring cooperation opportunities in 
Kuwait, Pakistan and Thailand. 
 
UK 
According to Islamic Finance News on the 5th December 2005: 
“a Shariah compliant home insurance product has been made 
available to UK bank customers for the first time, thanks to the 
new HSBC Home Takaful insurance policy. Several features of 
the conventional home insurance product have been altered to 
make the policy conform to the Shariah law. This is the latest 
Islamic product from HSBC, which already provides Shariah 
compliant home finance, current accounts and  
pension funds.” 

New re-Takaful capacity 
The Arab Insurance Group (ARIG) in Bahrain established  
Takaful Re, the first reinsurance company to be organized and 
operated in a fully Shariah compliant manner in the Middle 
East and North Africa region. 
 
Takaful Re has been incorporated in the Dubai International 
Financial Centre (DIFC) with an authorized capital of US$500 
million and an issued and paid up capital of US$125 million. 
 
Takaful Re will offer Shariah compliant re-Takaful products and 
capacity to direct Takaful operators. Takaful Re will be opera-
tional in all major lines of property and family Takaful business 
and expects to commence underwriting activities well in  
advance of business renewals for the year 2006. 
 
Major shareholders include ARIG, the Saudi based Islamic  
Development Bank, Dubai Investments, Emirates Industrial 
Bank, Emirates Funds (of the Emirates Bank Group), Qatar 
Islamic Insurance Company and Wethaq Takaful Insurance 
Company of Kuwait (source: ARIG press release of the 19th 
September 2005). 
 
Millea Asia, a wholly owned subsidiary of Millea Holdings Inc, 
established Tokio Marine Nichido Re-Takaful (TMN) in  
Singapore towards the end of 2004. TMN is the first ever  
re-Takaful specialist company established by a major interna-
tional insurance group (source: Millea press release of the  
1st December 2004). 
 
Other Islamic reinsurance companies include Best Re in Tuni-
sia (established in 1985) and ASEAN Re-Takaful International 
in Labuan, Malaysia. 
 
For export credit and investment insurance risks, cover is pro-
vided by the Islamic Corporation for the Insurance of Invest-
ment and Export Credit (ICIEC), headquartered in Jeddah. ICIEC 
was established in August 1994 with a capital base of US$140 
million and is 50% owned by the Islamic Development Bank 
(IDB) and the balance by 34 Islamic states (16 Arab, 10 African 
and 8 Asian). 
 
Global Takaful standard 
According to the BMA Insurance Review of October 2005: 
 

“work on a global standard on Takaful has reached an 
advanced stage. The International Financial Services 
Board (IFSB) and the International Association of  
Insurance Supervisors (IAIS) are developing the stan-
dard jointly. The issues paper on Takaful, presented by 
the Joint Working Group, provides a detailed insight into 
the background to Takaful, the need for a standard, the 
relevance of IAIS Core Principles to Takaful, governance 
issues (such as the role of Shariah boards), financial 
and prudential issues, market conduct issues and  
supervisory skills and training. 
 
The BMA has recently pioneered a comprehensive  
regulatory framework specific for the Takaful business. 
The framework, issued in May 2005, takes into consid-
eration the unique characteristics of Islamic insurance.” 

“Takaful providers need to  
enhance their capacity to innovate 
and expand customer reach across 
multiple distribution channels” 

2005 Global Takaful Review: Evolving Trends, Opportunities 
and Challenges By Sohail  Jaffer  
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Product innovation 
Due to the ethical guidelines underpinning Islamic banking, 
investment and finance products; the increasing transparency 
of customer terms and conditions; the pricing structure; regular 
monitoring for compliance by the relevant Shariah boards; and 
adequate disclosure of material aspects, such offerings have 
tended to attract both Muslim and non-Muslim customers. 
Acceptance of Islamic savings, education, marriage and retire-
ment plans is gradually growing among the affluent customer 
base, but significant investment in customer education and 
training of financial planners and investment advisors is 
needed. A successful distribution model needs to develop a 
thorough understanding of customer needs, deliver on its 
promise, offer product and process innovation, eliminate flaws 
in product terms and cost structures and enhance customer 
service delivery. 
 
Against this backdrop, major Takaful providers need to  
enhance their capacity to innovate, carefully review and under-
stand evolving customer and market specific needs, carefully 
reengineer their product design and customer benefits pack-
age, strengthen customer interaction and communications and 
expand customer reach across multiple distribution channels. 
 
One case study where innovation has taken place is in Family 
Takaful linked investment plans. The FWU Group has pioneered 
innovation and developed technology to create “white label” 
savings, education and retirement plans offering, customized 
for the bank’s mass affluent customer segment. The Islamic 
savings, marriage, education and retirement plans offer bank 
customers an attractive investment and protection benefits 
package. The product design is creative and incorporates some 
unique features focused on providing customer convenience 
and a high degree of flexibility. The FWU’s web-based point of 
sale and online administration system used by the bank’s  
financial planners offers a seamless interface with the  
customer, online access to customer application form, illustra-
tive calculations, printing of the Family Takaful plan certificate, 
managing routine changes over the lifecycle of the Family  
Takaful plan and providing sales management and customer 
information on a timely basis. The different modules are well 
integrated to offer a one-stop service solution to the bank’s 
customer and enhance the overall customer experience  
and satisfaction. 
 

 
The FWU Group’s product development approach was a modu-
lar one and focused on thinking “outside the box.” It gave prior-
ity to first understanding the individual customer needs and 
concerns by conducting customer focus groups and surveys 
with its bank distribution partners. Efficient product design, 
open investment architecture, customer convenience and 
transparency were some of the salient points, which were re-
viewed carefully. 

Consumer banking growth potential 
The Islamic retail financial services industry has grown signifi-
cantly. Important developments include the creation of dedi-
cated Islamic banking subsidiaries in Malaysia, new Islamic 
banks such as the Emirates Islamic Bank, several new Islamic 
finance companies in the UAE, nascent Islamic banks in Paki-
stan, many new Takaful companies in Saudi Arabia, Kuwait, 
Pakistan and Malaysia and the recent establishment of the 
Islamic Bank of Britain in the UK. The latter is a milestone de-
velopment and is the first Islamic bank in Europe. Several of 
these new Islamic retail banks are employing call centres, a 
direct sales force and interactive technology to enhance  
the quality of service provided to individual customers. Other 
commercial banks are evaluating the best market entry  
strategy into this fast-growing retail banking segment. 
 

 
According to McKinsey’s 2005/06 World Islamic Banking Con-
ference (WIBC) Competitiveness report: 
 

“Consumer banking will be the main source of steady 
profits. Capturing the consumer banking opportunity and 
appealing to a broader consumer base is key for Islamic 
banks. So far Islamic banks have managed to capture 
customers who have a strong preference for Shariah 
compliant products. Going forward, they will have to 
broaden their appeal to customers who are interested in 
Shariah compliant products but are not ready to sacrifice 
returns, service or convenience. To do so, Islamic banks 
need to improve their service levels, network  
convenience and staff knowledge while developing  
critical enablers (i.e. operations, risk management and 
people management).” 

 
The report findings include: 
 

• “Successfully delivering against customers’ expecta-
tions requires a complete rethink of the bank’s  
approach. 

• Islamic banks will strongly need to improve their 
quality of service and distribution network. 

• Islamic product offering presents major gaps and 
customers want to see some of these gaps closed. 

• Customers would like to see an improvement in 
price/returns of banking products.” 

 
According to the WIBC Competitiveness report: “Islamic banks 
will need to make substantial efforts to meet expectations. To 
capture the growth thrust in consumer banking, Islamic banks 
will have to: 

 

“Islamic product offering presents 
major gaps and customers want to 
see some of these gaps closed” 

2005 Global Takaful Review: Evolving Trends, Opportunities 
and Challenges By Sohail  Jaffer  
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• Focus the offering and develop wider product range. 
• Expand network and use branch channels. 
• Step up service quality and knowledge. 
• Ensure competitive pricing.” 
 

Current retail banking product offerings include Islamic mutual 
funds, commodities, real estate investments, local IPOs and 
individual stock portfolios, structured products, and private 
equity and venture capital funds. The wealth management 
divisions of banks are now increasingly starting to include a 
suite of Family Takaful-linked lump sum investment programs 
for their private customer base. Hence, Islamic savings, educa-
tion, marriage and retirement plans that combine investments 
with protection benefits are starting to become attractive. The 
average maturity of such capital accumulation plans is be-
tween 15 and 20 years and the customer retention period in 
well performing programs is much longer than direct invest-
ments in mutual funds. 
 
Strategic product partner selection 
Banks are keen to work with strategic product partners who 
offer a bespoke Family Takaful investment-linked program, the 
opportunity to “white label” such a program and open invest-
ment architecture. The latter enables banks to create a best-of-
breed investment offering by blending their own brand funds 
with top quartile third-party performing Shariah compliant 
funds. It also offers an attractive array of protection benefits 
and a transparent but equitable charging structure for the  
customer and the relevant suppliers. A number of banks have 
created their own brand funds, but have outsourced asset 
management to quality international and specialist managers. 
Recent product innovation includes the embedding of risk-
calibrated multi-manager portfolios in Islamic retail banking 
investment linked programs where each investment strategy 
offered to the individual customer is composed of more than 
one underlying fund. This permits the investment advisor to 
remain in control of asset allocation, manager selection and 
portfolio rebalancing. 

 
The bank distribution partners generally prefer a “white label” 
Family Takaful linked investment plan due to the following  
reasons: 
 

• Customers are more comfortable with bank’s “own brand” 
equity. 

• Banks can blend their own Islamic mutual funds with qual-
ity third party Shariah compliant funds. 

• All customer assets of the Family Takaful linked invest-
ment business are in the bank’s custody and it also gains 
the corporate bank account of the life insurance company 
supplying the product. 

• The bank has access to the web-based point of sale and 
online administration system without having to integrate 
new systems or build new interfaces. 

• Due to the lifecycle nature of the product, the bank en-
hances customer relationship and retention rate. 

 
Overall, the bank’s distribution partner and their customers 
gain in the value added chain. 

 
Use of IT to enhance customer service 
The skilful design and manufacture of Shariah compliant  
investment and financial planning programs is, however, just 
the beginning of the process. Packaging and delivering such 
programs into customers’ hands by providing an efficient and 
positive experience is one of the keys to initial and longer term 
customer satisfaction. The traditional techniques, involving 
high levels of face-to-face customer contact, are still valid,  
but are now able to be supported by and complemented with 
modern distribution IT-based methods. 
 
Many financial institutions in the Islamic world have made  
significant investments in 24 x 7 “virtual channels,” often 
called “alternative distribution,” but have primarily viewed 
these as methods to reduce transaction and enquiry costs, 
thereby hoping for improved utilization of customer contact 
staff. The winners of the future, however, will wish to further 
capitalize on their investments by enabling value creation in all 
areas of sales support and customer care through thoughtful 
use of these new channels. Successful models in a number  
of Islamic countries have rapidly identified that call centres, 
internet and mobile phone services can offer distinct  
advantages to elements of the sales process compared to a  
personal contact only strategy. This is particularly apparent as 
the needs of individual financial planning become more  
widespread throughout all customer segments. 
 
One of the challenges encountered by banks wishing to distrib-
ute such investment-linked plans is the cost in technology and 
service infrastructure required by such programs. Banks prefer 
a seamless processing environment where customer risk  
profiling, application processing, illustrative calculations and 
printing the plan certificate are completed in an efficient  
manner designed to enhance customer satisfaction levels. The 
use of a web-based point of sale and online administration 
system developed by the FWU Group has made the sales  
process convenient and has introduced economies of scale in 
both front and back offices. It has enabled banks to track the 
quality of their sales management and fulfillment processes 
and the overall quality of their business portfolio. 

“Capturing the consumer banking 
opportunity and appealing to a 
broader consumer base is key for 
Islamic banks” 

2005 Global Takaful Review: Evolving Trends, Opportunities 
and Challenges By Sohail  Jaffer  

“There is significant untapped 
expansion potential for Islamic 
banking, investment and insurance 
products into the USA, Europe  
and Asia” 

Continued... 

Page 90 



www.islamicfinancenews.com 

Islamic Finance News Guide 2006 

There is significant untapped expansion potential for Islamic 
banking, investment and insurance products into the USA, 
Europe and Asia. The major Takaful operators are well  
positioned to expand their cross-border distribution reach 
across multiple distribution channels including, but not limited 
to, international bank distribution chapters and corporate 
group plan sponsors. Creative product design, customer  
convenience and attractive packaging are the key to gaining a 
competitive advantage across General, Life, Health and  
Pensions business. Use of web-based point of sale and online 
administration systems and the enlightened deployment of  
e-commerce can optimize customer interface, relationship 
management and effective after-sales customer service. The 
Takaful industry needs to cater to the growing needs of Muslim 
and non-Muslim customers around the world. Interestingly, 
several global insurance brands are currently reviewing their 
entry into the Takaful shelf space. 
 
There is also scope for GCC and international cross-border 
players to package premier products and services for their 
middle income and affluent customers and process these 
through major bank distribution and other financial intermedi-
aries. Business skills and successful distribution models need 
to be crafted and redeployed intelligently in the development of 
new markets. Primary markets within Europe that have a size-
able Muslim population include the UK, France and Germany. 
Asia, China, India and Indonesia also offer opportunities.  
Islamic centres of product excellence include Malaysia, Bahrain 
and the UAE, but Indonesia, Saudi Arabia and Pakistan are fast 
evolving and building their product expertise in this important 
business segment. The major regional and international play-
ers such as Dubai Islamic Bank, National Commercial Bank, 
Kuwait Finance House, HSBC, Citigroup, Maybank and Bank 
Mandiri are well positioned to export and adapt their distribu-
tion capabilities and customer-centric value proposition to the 
mature regulatory, tax and accounting regimes of the major 
OECD jurisdictions. 

The author is a partner at FWU Group 
(s.jaffer@fwugroup.com). He is a regular 
contributor to Islamic Finance News and is 
Editor of Islamic Retail Banking and Finance: 
Global Challenges and Opportunities and 
Islamic Asset Management: Forming the  
Future for Shariah Compliant Investment 

Strategies, both published by Euromoney Books. 
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Global opportunities  

5th Annual Islamic Finance Summit 
Millennium Hotel Mayfair, London  
Tuesday 24th – 25th January 2006 
 
2nd International Conference on Islamic Banking  
Le Meridien Hotel, Kuala Lumpur 
Tuesday 7th – 8th February 2006 
 
Islamic Finance Singapore 2006  
Hilton Hotel, Singapore  
Tuesday 21st – 22nd February 2006 
 
2nd Seminar on the Regulation of Takaful 
The Andaman, Langkawi 
Thursday 23rd – 24th February 2006 
 
Hedge Funds World Middle East 
Madinat Jumeirah, Dubai 
Monday 6th – 9th March 2006 
 
Globalisation of Islamic Banking & Finance 
JW Marriott Hotel, Kuala Lumpur 
Wednesday 8th – 9th March 2006 
 
Islamic Project Financing 
JW Marriott Hotel, Kuala Lumpur 
Monday 13th – 14th March 2006 
 
2nd Seminar on Legal Issues in the Islamic Financial 
Services Industry 
The Landmark London Hotel, London 
Tuesday 14th – 15th March 2006 
 
1st GCC Capital Markets Forum 
Al Bustan Rotana Hotel, Dubai 
Friday 14th – 16th March 2006 
 
The International Islamic Finance Forum Middle East 
Al Bustan Rotana Hotel, Dubai  
Sunday 19th – 23rd March 2006 
 
Securitisation World MENA 2006  
The Jumeirah Beach Hotel, Dubai 
Tuesday 4th – 6th April, 2006 
 
7th Harvard University Forum on Islamic Finance 
Harvard Law School, Massachusetts  
Saturday 22nd – 23rd April 2006 
 
STEP Arabia Conference  
Emirates Tower, Dubai  
Tuesday 25th – 26th April 2006 
 
The World Halal Forum 
The Crowne Plaza Hotel , Kuala Lumpur 
Monday 8th – 10th May 2006 
 
3rd Islamic Financial Services Board Summit  
The Phoenicia Intercontinental Hotel Beirut, Lebanon  
Wednesday 17th – 18th May 2006 
 
Commodity Investment World Middle East 
Shangri-La Hotel, Dubai 
Sunday 4th – 7th June 2006 
 
Funds World Middle East 
Madinat Jumerial Hotel, Dubai 
Monday 5th – 7th June 2006 
 
The International Islamic Finance Forum Asia 
Singapore 
Monday 12th – 15th June 2006 
 
Islamic Funds World 
Madinat Jumerial Hotel, Dubai  
Tuesday 26th – 28th September 2006 
 
The International Islamic Finance Forum Europe 
Zurich or Geneva 
Monday 13th – 16th November 2006 

Events Diary 2006 
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To Rob King, General Manger Solidarity – Family Takaful 
Coming from a marketing background, what do you see as the 
major difference in marketing Takaful products to conventional 
insurance products? 
 

Solidarity has enacted a system of total relationship marketing. 
The need for one to understand the client’s wants and prefer-
ences are paramount in implementing a successful strategy. 
We work one-on-one with each client to customize a plan that 
meets their individual needs. This is important for client reten-
tion, and it is especially important to offer products that do not 
cause a conflict of religious belief. We are reacting to our core 
audience’s desire to move away from ethically regressive pro-
tection means, opting for consumer–driven products that com-
pliment the holistic nature of Islam instead. 
 
Our infrastructure ensures the distribution of our products on a 
global scale. It is imperative that all products are marketed to 
meet customer demands and it is our commitment to be aware 
of these. In many instances over the last year, companies have 
developed and forced Islamic insurance products onto the mar-
ket when there was no need, causing customers to ask why. 
We revolve around a market-led strategy which caters for the 
people’s need first and foremost.  
 
For this reason, we set up a business development department 
which works hand in hand with the marketing department to 
gather intelligence about the current markets, as well as future 
markets, product knowledge and new business opportunities 
by recognizing new market requirements. 
 
To Sameer Al Wazzan, General Manger Solidarity – General 
Takaful  
Where does your stiffest competition come from? 
 

It is clearly understood that at Solidarity our total marketing 
strategy, as was mentioned by Rob earlier, is to provide a finan-
cial service to the Muslim community. The providers of Shariah 
compliant safety and protection products and savings and ac-
cumulation plans are very thin on a global basis. Conventional 
insurance will always provide stiff competition. However, we 
believe that the development of our Shariah compliant prod-
ucts from front end to back end will give a welcome new choice 
to the Muslim population and to those people who would prefer 
to have their money invested in a more ethical vehicle. 

There seems to be a general lack of consumer awareness for 
Takaful products. How are you tackling this? 
 

We have employed several strategies to cover consumer 
awareness. Through public relations and marketing campaigns, 
we reflect our image to the public and educate the various 
markets on our diverse range of products, including Family and 
General Takaful and re-Takaful. 
 

 
Another way we help to create consumer awareness is through 
our partnership with our channel network and technical part-
ners, who are one of the most respected and revered financial 
services providers in the international financial services world. 
By combining our innovative products and market knowledge 
with their technical systems and customer support systems, we 
will continue to ensure we remain at the cutting edge of the 
Takaful industry. 
 
Training schemes, better client servicing, improved product 
development and distribution will all come to fruition under this 
partnership and the two companies will continue to prosper in 
their markets for many years to come. 
 
In addition, we strive to stay ahead of the curve. We are com-
mitted to developing new products and services that will cater 
to the ever-expanding range of Shariah compliant savings,  
investment and protection needs that exist in the marketplace. 
By working closely with our marketing and sales teams, and  
by partnering with effective advertising and public relations 
partners, we can communicate the value of Takaful to our  
core audience.  

Solidarity Senior  
Management Team 

talk to  
Islamic Finance News  

Rob King  Sameer  
Al Wazzan 

“One current obstacle we are facing 
is the lack of market education  
regarding Takaful products and 
benefits” 

Continued... 
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What are some of the other major obstacles Solidarity has 
faced in the past and managed to overcome? 
 

In the manufacture and development of Shariah compliant 
products, one has to understand the complexities of the infra-
structure, against those of the more conventional unit-linked 
product. However, we have overcome these challenges by 
working very closely with our Shariah board, which has continu-
ally provided us with guidance, knowledge and support in order 
for us to achieve our objectives of introducing fully Shariah 
compliant products into the market. 
 

 
And what are the current obstacles you are facing? 
 

One current obstacle we are facing is the lack of market educa-
tion regarding Takaful products and benefits. The information 
dissemination on such products has not been mainstream, and 
many Islamic investors may not understand the value of Taka-
ful, or be informed about the wide range of products and sav-
ings solutions that exist for them. 
 
To Rob King  
You have very ambitious expansion plans. What is your  
market penetration level now and what is your target for five 
years time? 
 

Currently, annual premium growth is between 15% and 20%, 
but Takaful has no frontiers. There are over 1 billion Muslims in 
the world; Solidarity will address this immense market system-
atically for the opportunity to help plan Shariah compliant fi-
nancial futures for them. There is major potential in a market 
that includes more than 20% of the global population. 
 
We are immediately looking at building on the Bahraini, Qatari, 
and UAE markets, as well as entering Saudi Arabia, Lebanon, 
Kuwait, Oman, Egypt and the UK. We are also looking closely at 
Morocco, Yemen, Iran, Pakistan, the European Union and the 
lucrative Far East markets. 
 
How many customers does Solidarity currently have on its 
books? 
 

Solidarity Family Takaful has introduced its products into Bah-
rain and Qatar over the last seven months, so it is relatively 
new. However, I am extremely pleased that our existing client 
base has already exceeded 1,000 clients, and as we develop 
and introduce new products, especially with our newly 
launched Takaful Protection Products and entry into new coun-
tries, we believe that these numbers will increase on an ongo-
ing basis. 

Would you say the Family Takaful industry in the Middle East is 
currently product or market driven? 
 

The family Takaful industry in the Middle East is currently mar-
ket driven. We believe that Takaful will be the next big thing in 
the world of savings and investment. The global Takaful mar-
ket, which has been in existence for over 30 years, is still in the 
early development stages. Some markets across the globe are 
admittedly more developed than others, but generally there is a 
large potential for growth. 
 
Until there is more mainstream knowledge about the products 
and benefits available for Takaful, the industry will remain mar-
ket driven. The Middle East is a region that is indigenous to 
Muslims, and therefore there is an inherent need for products 
that comply with social and religious beliefs. The market has a 
need for Takaful products, and, as stated earlier, the challenge 
is in educating the market about what is available to them. 
 
The principle at the heart of Takaful is to provide protection 
that is in line with the fundamental tenants of Islam.  
 
What are your most successful products at the moment? 
 

At the moment, our focus is on providing Family Takaful plans 
as well as General Takaful products across the GCC and se-
lected European, Asian, Middle Eastern and North African 
countries. 
 
Our most successful product is a difficult question to answer as 
there is no specific regular contribution product which has out-
shone the others. However, SolidStart, SolidEducation and 
SolidRetirement are the plans that appear to be most attractive 
at this time. On the lump sum or single premium investment, 
our SolidPond plan has performed successfully in the market 
place since its launch in February 2004. 
 
On the General side, motor, marine, and property, in addition to 
others, are all excelling due to the need of such products and 
the fairness of this unique Islamic system of protection.  
 
In your expansion plans you have many other Middle Eastern 
countries lined up, as well as the UK and Luxembourg. How do 
you envisage conquering these markets? 
 

In the past, we have signed agreements with Qatar Islamic 
Bank (Qatar) and Shamil Bank (Bahrain), making them the sole 
distributors of Solidarity Family and General products in their 
respective countries. However, as we look at different markets 
we will take case-by-case decisions, ensuring we find the best 
solution to meet our customers’ Takaful requirements. 
 
We had a clear strategic plan to enter a number of countries 
during the latter part of 2005, namely UAE, Oman, Kuwait and 
Saudi Arabia. The distribution methodology will differ from 
country to country. We will utilize new relationships with major 
banking organizations, develop our own distribution infrastruc-
ture or perhaps even join forces with other major insurance 
organizations. 
 

Solidarity Senior Management Team talk to Islamic Finance News  

“Takaful has no frontiers. There is 
major potential in a market that  
includes more than 20% of the 
global population” 

Continued... 
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To Sameer Al Wazzan 
Is South-East Asia in your plans at all? 
 

We aim to expand to Asia and China specifically, yet no plans 
are made for the south-eastern part of Asia. We are always 
looking for new markets to expand our projects and widen our 
scopes. 
 
China is a region of interest and we are in discussions to make 
it reality in the near future. We have had several promising 
visits to China with Shamil Bank and we have checked the 
many opportunities in that ever-growing market. 

 

Solidarity Senior Management Team talk to Islamic Finance News  

As a major regional institutional investor, what are your current 
assets under management and where are you investing? 
 

Solidarity’s share capital is US$100 million which is invested 
and managed in-house across a diversified range of invest-
ments. Being a Shariah compliant company, our portfolio is 
diversified across all asset class categories, including Muraba-
hah products, real estate investment, equity investment and 
Islamic funds. 

Solidarity is a company that was founded and incorporated 
under the laws and regulations of Bahrain. Its main purpose is 
to focus on providing products that comply with Islamic Shariah 
across the GCC and selected Middle Eastern, European and 
Asian countries and to serve the Islamic community by offering 
protection against the widest possible range of risks by its com-
plete offering of Shariah compliant savings opportunities. 
 
The Takaful system, as a whole, is based on the principles of 
Shariah. Relying heavily on the virtue of fairness to consumers 
and the society, this system helps all parties to benefit fairly.  
Takaful becomes a worthy social cause, providing prudent  
financial security not only to its policyholders, but also to the 
entire community. 
 
Solidarity’s mission is to be the leading Takaful company glob-
ally, operating in full accordance with the principles of Shariah, 
providing a range of Family and General Takaful products to 
the highest degree of service possible.  
 

The firm was set up in direct response to the growing demand 
for Takaful insurance products across the region and is poised 
to lead the way in providing the utmost safety and protection 
against the widest possible risks, along with a diverse range of 
prudent savings opportunities. 
 

Currently, with US$100 million paid in capital, Solidarity is gear-
ing up to become the largest Takaful company in the  
Kingdom of Bahrain and the largest Islamic insurance  
company in the world. To facilitate its operations and growth it 
will ultimately move to the new headquarters in the first phase 
of the prestigious Bahrain Financial Harbour. 
 
Solidarity Family Takaful  
Led by Rob King, Family Takaful provides Islamic financial plan-
ning through a range of prudent Shariah compliant Family Ta-
kaful saving, investment and protection plans ideally suited for 
retirement, wealth accumulation, education, and other family 
and individual plans. The Family Takaful plans are designed to 
give the ultimate peace of mind by offering Takaful Protection 
Benefits which provide valuable financial protection against the 
consequences of life: Takaful Protection on Death, Takaful 
Protection for Critical Illness and Takaful Protection for Waiver 
of Contributions on Death. 
 

• SolidEducation allows parents to ensure that their children 
will attend the educational institution of their choice.  

• SolidMarriage is a savings plan to ensure that parents are 
able to save for the future happiness of their son or daugh-
ter by giving them the wedding of their dreams.  

• SolidRetirement guarantees the security of a set income at a 
stage in life when you should not have to worry about where 
your next paycheck is coming from. 

• SolidarityHajj/Umrah is a savings plan to fund the trip, with 
a minimal monthly contribution, to the sacred city.  

• SolidStart is a savings plan to help you realize your dream – 
a house of your own, a new car, or higher education.  

• SolidBond is a single contribution plan that makes the most 
of our range of Shariah compliant investment opportunities. 

 
Solidarity has developed a comprehensive Shariah compliant 
fund management capability, where clients have access to a 
wide range of unit-linked investment funds. Each fund has its 
own investment objectives with its relative risk versus return 
parameter. These funds span a variety of sectors including equi-
ties, leasing and Sukuk, Murabahah and real estate. 
 
Solidarity General Takaful  
Led by Sameer Al Wazzan, Solidarity General Takaful provides 
products to provide financial protection against a wide range of 
risks. Solidarity General Takaful has the resources to deliver 
unmatched risk management solutions, tailored to meet the 
needs of individuals, families and businesses. 
 

• SolidMotor: Takaful cover against accidental loss or damage 
to vehicles and/or legal liability arising out of third party 
injury. 

• SolidHome: Takaful cover against accidental loss or damage 
to home or home contents, along with protection against 
various other forms of homeowner/tenant liabilities. 

• SolidMarine: Takaful cover for loss or damage to cargo and 
pleasure crafts/yachts against accidental loss or damage 
due to the perils of the sea. 

• SolidEngineering: Takaful cover for construction, all kind  
of machinery, the risks of erecting plant and machinery, all 
risk of loss or damage to computers and other electronic 
equipment. 

• SolidCare: Takaful for employers for medical expenses  
incurred by its employees and/or their family members as a 
result of sickness or accident; life of its employees in the 
event of death due to sickness or accident. 

 
Solidarity General Takaful also provides all types of  Shariah 
compliant General Takaful products. 
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  Issuer Amt US$ m Iss. % Manager 

1 PCFC Development 1,050.00 1 13.61 UAE 

2 Pakistan International Sukuk  600.00 1 7.78 Pakistan 

3 Wings FZCO 550.00 1 7.13 UAE 

4 Cagamas MBS  542.33 6 7.03 Malaysia 

5 Islamic Development Bank 500.00 1 6.48 Supranational 

6 PLUS Expressways  348.98 4 4.52 Malaysia 

7 Syarikat Bekalan Air Selangor  273.25 4 3.54 Malaysia 

8 Maybank 264.59 1 3.43 Malaysia 

9 Senai Desaru Expressway  249.00 26 3.23 Malaysia 

10 Jimah Energy Ventures  244.74 10 3.17 Malaysia 

11 Cagamas  237.72 5 3.08 Malaysia 

12 DRB-HICOM  208.51 11 2.70 Malaysia 

13 Konsortium Lebuhraya Utara-Timur (KL)  206.68 9 2.68 Malaysia 

14 Gold Sukuk dmcc 200.00 1 2.59 UAE 

14 
International Bank for Reconstruction & 
Development – World Bank 200.00 1 2.59 Supranational 

16 Musyarakah One Capital  176.36 7 2.29 Malaysia 

17 Special Power Vehicle  163.16 13 2.11 Malaysia 

18 Ranhill Power  142.11 12 1.84 Malaysia 

19 Sistem Penyuraian Trafik KL Barat  136.36 5 1.77 Malaysia 

20 Antara Steel Mill  132.64 6 1.72 Malaysia 

 Total of issues used in the table 7,716.21 284 100.00  

Global Islamic bond league table by issuer 

 

 

Catherine Chu                    

catherine.chu@hk.dealogic.com        

 +852 2804 1223    

 If you don’t release the information on the deals you have advised on then you can’t expect to have the information included! 
ENSURE YOU CLAIM YOUR RIGHTFUL PLACE 
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LEAGUE TABLE DATA – IS IT CORRECT??? 
If you feel that the information within the league tables is  
incorrect then please contact the following: 
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  Issuer Amt US$ m Iss. % 

1 Cagamas MBS  542.33 6 12.23 

2 PLUS Expressways  348.98 4 7.87 

3 Syarikat Bekalan Air Selangor  273.25 4 6.16 

4 Maybank 264.59 1 5.97 

5 Senai Desaru Expressway  249.00 26 5.62 

6 Jimah Energy Ventures  244.74 10 5.52 

7 Cagamas  237.72 5 5.36 

8 DRB-HICOM  208.51 11 4.70 

9 Konsortium Lebuhraya Utara-Timur (KL)  206.68 9 4.66 

10 Musyarakah One Capital  176.36 7 3.98 

11 Special Power Vehicle  163.16 13 3.68 

12 Ranhill Power  142.11 12 3.21 

13 Sistem Penyuraian Trafik KL Barat  136.36 5 3.08 

14 Antara Steel Mill  132.64 6 2.99 

14 Sime Darby  132.63 1 2.99 

16 Golden Crop Returns  116.93 15 2.64 

17 Konsortium Lapangan Terjaya  101.32 9 2.29 

18 Bayu Padu  66.40 8 1.50 

19 Tenaga Nasional  66.31 1 1.50 

20 Konsortium Lebuhraya Butterworth-Kulim  65.86 25 1.49 

 Total of issues used in the table 4,433.17 268 100.00 

SE Asian Islamic bond league table by issuer 

For all enquires regarding the above information, please contact:  Catherine Chu 

        Email: Catherine.Chu@Hk.Dealogic.com  

        Phone: +852 2804 1223; Fax: +852 2529 4377  
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  Issuer Amt US$ m Iss. % 

1 CIMB Securities  1,333.80 48 17.29 

2 HSBC 1,224.21 18 15.87 

3 Dubai Islamic Bank 808.33 3 10.48 

4 Aseambankers  542.24 40 7.03 

5 Barclays Capital 525.00 1 6.80 

6 AmMerchant  516.71 51 6.70 

7 Standard Chartered  316.38 28 4.10 

8 Citigroup 300.00 1 3.89 

9 Deutsche Bank 275.21 3 3.57 

10 United Overseas Bank  264.47 23 3.43 

11 EON Bank  245.70 47 3.18 

12 RHB Bank  201.33 45 2.61 

13 Bank Muamalat Malaysia  178.88 49 2.32 

14 Affin Merchant Bank  135.59 17 1.76 

14 OCBC 110.65 26 1.43 

16 Cagamas  105.26 4 1.36 

17 ABN AMRO 100.00 1 1.30 

18 Standard Bank Group  100.00 1 1.30 

19 Bank Islam Malaysia  91.08 4 1.18 

20 Bahrain Monetary Agency 79.58 1 1.03 

 Total of issues used in the table 7,716.21 284 100.00 

Global Islamic bond league table by bookrunner 
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  Issuer Amt US$ m Iss. % 

1 Cagamas MBS  542.33 6 12.41 

2 PLUS Expressways  348.98 4 7.98 

3 Syarikat Bekalan Air Selangor  273.25 4 6.25 

4 Maybank 264.59 1 6.05 

5 Senai Desaru Expressway  249.00 26 5.70 

6 Jimah Energy Ventures  244.74 10 5.60 

7 Cagamas  237.72 5 5.44 

8 DRB-HICOM  208.51 11 4.77 

9 Konsortium Lebuhraya Utara-Timur (KL)  206.68 9 4.73 

10 Musyarakah One Capital  176.36 7 4.03 

11 Special Power Vehicle  163.16 13 3.73 

12 Ranhill Power  142.11 12 3.25 

13 Sistem Penyuraian Trafik KL Barat  136.36 5 3.12 

14 Antara Steel Mill  132.64 6 3.03 

14 Sime Darby  132.63 1 3.03 

16 Golden Crop Returns  116.93 15 2.67 

17 Konsortium Lapangan Terjaya  101.32 9 2.32 

18 Bayu Padu  66.40 8 1.52 

19 Tenaga Nasional  66.31 1 1.52 

20 Konsortium Lebuhraya Butterworth-Kulim  65.86 25 1.51 

21 Sarawak Gateway  63.50 6 1.45 

22 Sweetwater SPV  51.67 3 1.18 

23 Sacofa Sdn  42.33 6 0.97 

24 Intelbest  42.11 4 0.96 

25 ASSAR Chemical  39.82 8 0.91 

26 Ample Zone  39.47 13 0.90 

27 WCT Engineering  26.55 3 0.61 

28 Vastalux Capital  26.46 4 0.61 

29 ABS Plantation Assets  25.21 2 0.58 

30 Midas Plantation  24.47 8 0.56 

31 RH Capital  22.49 7 0.51 

32 PG Municipal Assets  21.05 6 0.48 

33 HUBLine  18.65 2 0.43 

34 Top Glove Corp  18.52 3 0.42 

35 Oxbridge Height  13.68 6 0.31 

36 Englotechs Holding  13.27 4 0.30 

37 UEM World  6.61 2 0.15 

 Total of issues used in the table 4,371.74 265 100.00 

Malaysian Islamic bond league table by country 
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  Issuer Amt US$ m Iss. % 

1 Cagamas MBS  542.33 6 11.60 

2 PLUS Expressways  348.98 4 7.46 

3 Syarikat Bekalan Air Selangor  273.25 4 5.84 

4 Maybank 264.59 1 5.66 

5 Senai Desaru Expressway  249.00 26 5.33 

6 Jimah Energy Ventures  244.74 10 5.23 

7 Cagamas  237.72 5 5.08 

8 DRB-HICOM  208.51 11 4.46 

9 Konsortium Lebuhraya Utara-Timur (KL)  206.68 9 4.42 

10 International Bank for Reconstruction & Development – World Bank 200.00 1 4.28 

11 Musyarakah One Capital  176.36 7 3.77 

12 Special Power Vehicle  163.16 13 3.49 

13 Ranhill Power  142.11 12 3.04 

14 Sistem Penyuraian Trafik KL Barat  136.36 5 2.92 

14 Antara Steel Mill  132.64 6 2.84 

16 Sime Darby  132.63 1 2.84 

17 Golden Crop Returns  116.93 15 2.50 

18 Konsortium Lapangan Terjaya  101.32 9 2.17 

19 Bayu Padu  66.40 8 1.42 

20 Tenaga Nasional  66.31 1 1.42 

 Total of issues used in the table 4,675.21 275 100.00 

Malaysian Islamic bond league table by currency 

For all enquires regarding the above information, please contact:  Catherine Chu 

        Email: Catherine.Chu@Hk.Dealogic.com  

        Phone: +852 2804 1223; Fax: +852 2529 4377  
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YTM as at 31-December-2005
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YTM as at 1-August-2005      

       

 TENURE 

 1Y 2Y 3Y 5Y 7Y 10Y 

GII 2.70 2.95 3.24 3.43 3.72 4.24 

Cagamas 2.94 3.24 3.55 3.75 4.06 4.59 

Khazanah 2.79 3.05 3.31 3.62 3.92 4.46 

AAA 3.04 3.30 3.74 4.08 4.47 5.44 

AA1 3.08 3.45 3.99 4.23 4.64 5.54 

A1 3.80 4.15 4.67 5.63 6.42 7.14 

Malaysia Islamic Bond Update 
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YTM as at 31-December-2005      

       

 TENURE 

 1Y 2Y 3Y 5Y 7Y 10Y 

GII 3.23 3.35 3.46 3.69 3.93 4.24 

Cagamas 3.36 3.61 3.78 3.94 4.21 4.47 

Khazanah 3.21 3.42 3.54 3.81 4.07 4.34 

AAA 3.50 3.71 4.01 4.38 4.65 5.31 

AA1 3.57 3.92 4.33 4.61 4.88 5.47 

A1 4.26 4.61 4.99 5.94 6.63 7.05 

       

       

Changes in Yield From 1 August 2005 to 31 December 2005    

       

 TENURE 

 1Y 2Y 3Y 5Y 7Y 10Y 

GII 0.53 0.40 0.22 0.26 0.21 0.00 

Cagamas 0.42 0.37 0.23 0.19 0.15 -0.12 

Khazanah 0.42 0.37 0.23 0.19 0.15 -0.12 

AAA 0.46 0.41 0.27 0.30 0.18 -0.13 

AA1 0.49 0.47 0.34 0.38 0.24 -0.07 

A1 0.46 0.46 0.32 0.31 0.21 -0.09 

5 YR YTM Historical Charts (weekly closing for the period of August – December 2005) 

Malaysia Islamic Bond Update 
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During November and December of 2005 we invited our readers to vote. 
 
We received a total of 1,015 votes. 
 
Each entry was carefully scrutinized to ensure it came from a qualified source and it wasn’t a duplicate. 
For those replies which we were not certain, we called to clarify. 
 
This process eliminated 61 of the 1,015 responses, providing a total of 954 votes being accepted and 
counted towards the final results. 

Methodology 

The results of our inaugural Islamic Finance news Best Islamic Banks Poll were released in January to 
the global media to much acclaim. 
 
In the past, numerous organizations, media companies and financial intermediaries have presented 
their personal views on the leading Islamic banks, law firms, consultancies and other similar catego-
ries. But none of these have offered a true reflection from the minds of the industry professionals. 
 
Since our inception in 2004, a number of you have suggested that Islamic Finance news should con-
duct a genuine poll by inviting the issuers and other non-banking financial intermediaries to offer their 
views on whom they deem to be the best in a host of categories. 
 
With the industry still very much in its infancy and a continuous stream of new banking entities enter-
ing this illustrious and dynamic industry, we predict that the results for our future Best Islamic Banks 
Polls will differ greatly. 
 
However, the results below are an indication to how the market feels today. Islamic banking institu-
tions, as conventional banks do, need to earn the respect of those they wish to represent in the global 
capital markets. This will take time and patience but ultimately quality will prevail. 
 
These results, we believe, provide the global Islamic finance industry with its first true industry-driven 
and independent bank rankings. 

The Islamic Finance news  
Best Islamic Banks Poll 2005  

Results 
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The Results 

Country Rank Bank % 

Africa 1st Al Baraka Bank 50% 

 2nd Oasis 25% 

Bahrain 1st Bahrain Islamic Bank 22% 

 2nd Arcapita 17% 

Brunei 1st Islamic Bank of Brunei 50% 

 2nd Islamic Development Bank of Brunei 28% 

Egypt 1st Faisal Islamic Bank 71% 

India 1st Al Ameen Islamic Financial &  
Investment Corp 28% 

Indonesia 1st Bank Muamalat Indonesia 48% 

 2nd Syariah Mandiri 24% 

Iran 1st Bank Melli 43% 

Jordan 1st Jordan Islamic Bank 62% 

 2nd =  Arab Islamic Bank  10% 

  Islamic International Arab Bank 10% 

Kuwait 1st Kuwait Finance House 82% 

 2nd National Bank of Kuwait 5% 

Best Overall Provider of Islamic Financial Services: 1st     Dubai Islamic Bank     16% 
            2nd     HSBC Amanah            15% 

    Best Overall Retail Islamic Bank   

1st Dubai Islamic Bank 24% 

2nd Bank Islam Malaysia 13% 

3rd HSBC Amanah 12% 

   

Most Innovative Islamic Bank  
1st  = Dubai Islamic Bank 11% 

 Kuwait Finance House 11% 

2nd  = Bank Islam Malaysia 9% 

 HSBC Amanah 9% 

Malaysia 1st Bank Islam Malaysia  43% 

 2nd CIMB Islamic Bank  17% 

Pakistan 1st Meezan Bank 48% 

 2nd Al-Baraka Bank 11% 

Qatar 1st Qatar Islamic Bank 52% 

 2nd Qatar International Islamic Bank 34% 

Saudi Arabia 1st Al Rajhi Bank 36% 

 2nd National Commercial Bank 26% 

Turkey 1st Al Baraka Turkish Finance House 45% 

 2nd Kuwait Turkish Evcaf Finance House 18% 

Europe 1st Islamic Bank of Britain 36% 

 2nd HSBC Amanah 30% 

UAE 1st Dubai Islamic Bank 56% 

 2nd =  Abu Dhabi Islamic Bank 14% 

  HSBC Amanah 14% 

USA 1st Lariba 35% 

 2nd HSBC Amanah USA 17% 

Country Rank Bank % 

Best Provider of Islamic Financial Services: By Country 

Best New Islamic Bank   

1st Islamic Bank of Britain 15% 

2nd Emirates Islamic Bank 14% 

3rd RHB Islamic Bank  7% 

   

Best Central Bank in Promoting  
Islamic Finance  

1st Bank Negara Malaysia 58% 

2nd Bahrain Monetary Agency 24% 

3rd UAE – DIFX 6% 

Best Individual Islamic Banker  

Iqbal Khan, HSBC Amanah  
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RHB SAKURA 
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