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The World Bank, IRTI and INCEIF Held the Fourth Annual
Symposium on Islamic Economics and Finance
Eradicating poverty in all its forms remains
one of the greatest challenges facing humanity. While the number of people living in
extreme poverty has dropped by more than
half, too many people are still struggling to
meet the most basic human needs.

Photo Credit: inceif.org

Extreme hunger and malnutrition also remain a huge barrier to development in many
countries. United Nations (UN) estimates
795 million people are chronically undernourished as of 2014, often as a direct consequence of environmental degradation,
drought and loss of biodiversity.
Against this background, The World Bank,
Islamic Research and Training Institute
(IRTI), and INCEIF and has zeroed in on
poverty and hunger as the underlying topic
for the 4th Annual Symposium on Islamic
Finance with a theme “Islamic Finance, Inclusion and Poverty Alleviation”.
The aim of this year’s symposium was to
continue the conversation from previous
symposiums on UN Sustainable Development Goals (SDGs), focusing on no poverty
(SDG1) and zero hunger (SDG2). These
two objectives are indeed pertinent particularly to the Muslim world where sizable
population is still living below the poverty
line.

Dr. Firas Raad, Country Manager for Malaysia, emphasized that the “World Bank Group
has been active in fostering the development
of Islamic Finance globally in close collaboration with Malaysian institutions. Among
the notable achievements in this area include
the issuance of the world’s first green sukuk
in Malaysia, the development of a guidance
document for Value Based Intermediation
Financing and the preparation of an Investment Impact Assessment Framework.”

“Our twin goals of eliminating extreme poverty and boosting shared prosperity are
closely linked to the Sustainable Development Goals (SDGs). We will be using our
Islamic financing instruments to support the
realization of both sets of goals,” Dr. Firas
Raad added.
During the 2-day symposium, speakers and
panelists from various institutions shed light
on pertinent issues involving poverty and
food security, with presentation of case studies from Indonesia, the Philippines and Malaysia. They discussed ideas and developments on policies to eradicate poverty, improve living standards, well-being of all people and promote inclusive societies.

Source: INCEIF

Islamic Finance Back on Solid Growth Track

Photo Credit: saracenssolicitors.co.uk

The newly released Islamic Finance Development Report 2018, compiled by Thomson
Reuters and the Islamic Corp for the Development of the Private Sector, shows buoyant
figures for the Islamic finance industry and is
positive for further growth in the near future.
According to the study, the global Islamic
finance industry grew by 11% in 2017 compared to the previous year to $2.4tn in assets
and showed compounded annual growth of
6% since 2012. These figures are based on
data collected from 56 countries with Islamic
finance industries, mostly in the Middle East
and South and Southeast Asia, and there
from a total of 1,389 fully-fledged Shariahcompliant financial institutions and windows.
Of the entire assets, Islamic banking account-

ed for 71%, or $ 1.7tn, of the industry’s
total assets in 2017. Based on the report’s
findings, the global Islamic finance industry
will reach a total global asset volume of at
least $3.8tn by 2023, which translates into
further double-digit annual growth from
2018 onwards and represents an annual
growth rate of 9.5% over the past decade.
The growth is mainly driven by expansion
of Islamic finance into new territories, as
well as by new and innovative capital market products and the development and
adoption of sector-specific financial technology.
Source: Gulf Times

Please click here to download the report.
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Mideast Interest-free Payment Platform Developed in Turkey

Photo Credit: audigazette.com.sa

Blockchain-based payment platform
MenaPay, developed in Turkey, will be
launched in the whole region on Jan. 15,
2019, as an innovative payment method in
accordance with the Islamic finance principles of the MENA region, which has
difficulty in accessing traditional banking
services. Thanks to Blockchain technology, the MenaPay Payment Platform,
which enables people to make secure and
fast payment transactions in every aspect
of their daily lives without a bank, works
on a free application downloaded to
smartphones and serves as a priority payment method to the users of the MENA
region who cannot use the bank.
The MenaPay Payment Platform, which
opens the door to digital transformation
in the payment area in the Middle East,
can easily provide user trust and system
transparency thanks to the controllability
of blockchain technology. Money trans-

fers and money inflows are controlled by
independent auditing companies in the
MenaPay Payment Platform. With MenaPash
Payment Platform, which offers a transparent payment infrastructure with no more
than 2 witness systems, MenaCash provides
a secure and fast way to complete all transactions via blockchain technology.
CPO of MenaPay Orhan Bayram said
‘‘MenaPay Payment Platform is designed to
be used in the daily needs of the people and
to provide a cultural adaptation specific to
the region, as well as offering an integrated
business system solution to its users. With
MenaPay QR code payment system, all transactions take place in maximum 5 seconds
with blockchain infrastructure. With an innovative approach, we will reduce the cash usage rates of the MENA region and build the
world’s largest cashless society in the MENA
region using blockchain technology.’’

Source: Saudi Gazette

Standardization Critical for Islamic Finance’s Success

Photo Credit: pakobserver.net

Bahrain regulators have called for Islamic
finance practitioners to push for standardization in the industry to ensure further
growth across the globe.
Central Bank of Bahrain (CBB) executive
director of banking supervision, Khalid
Hamad, believes countries like Bahrain,
Malaysia, Sudan and Kuwait — just to
name a few — have independently managed to develop Islamic finance to great
heights within their domestic markets.
But in order for these countries to develop further and internationalize Islamic
finance, there needs to be an understanding to adopt the existing standards developed by the Accounting and Auditing
Organisation for Islamic Financial Institu-

tions (AAOIFI), Islamic Financial Services
Board (IFSB), and International Islamic Financial Market (IIFM).
“I think we have reached the situation where
we feel the Islamic finance industry is reaching the level of maturity that needs to develop
even further. But without proper standardization globally, and adequate volume of crossborder business, Islamic finance cannot take
the next step, which is globalization,” he said.
Unfortunately, adoption rate of standards
among Islamic banks around the world has
been regrettably low, said Hamad. Consequently, Islamic banks find it difficult to facilitate cross-border transactions such as trade
finance and cross-listing activities.
Source: The Edge Markets

Turkish Banking Watchdog Issues Draft Revision to Participation
Banking Regulations
Turkey's banking watchdog issued a draft
revision to regulations regarding the financing methods of participation banks, setting
Photo Credit: haberturk.com

out details for the methods of selling, leasing
and partnership.
Source: Salaam Gateway
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GCC Islamic Banks Show Stronger Growth than Conventional Peers
Fitch Ratings says in a new report that all
Issuer Default Ratings (IDRs) assigned by
Fitch to Islamic banks in the Gulf Cooperation Council (GCC) region are investmentgrade. About 89% of IDRs are driven by
potential sovereign support either directly
or via a parent. The remaining 11% are
driven by banks' standalone creditworthiness, as defined by their Viability Ratings
(VRs).
Photo Credit: zawya.com

Islamic banks are growing faster than conventional banks as they benefit from strong
demand for Islamic banking products and

products are now broadly equivalent. Some
of these banks are in the start-up/growth
phase and are looking to gain market shares.
Profitability remained strong in all countries
due to a low cost of funding, benefitting
from stronger retail franchises, and improved
slightly in 2017 due to rising rates and strong
cost management. Large markets such as
Saudi Arabia support high performance as
competition is less fierce, leading to higher
margins. Qatar's high profitability metrics
reflect lower impairment charges and costs.

Source: Zawya

IsDB and IFFIm Announce Plans to Collaborate on Private Placement

Photo Credit: blogs.worldbank.org

The International Finance Facility for Immunisation (IFFIm) and the Islamic Development
Bank Group (IsDB), a development partner of
Gavi, the Vaccine Alliance, have announced
plans for the IsDB to purchase a Sukuk issued
by IFFIm, aimed at accelerating funding for
immunization efforts that save children’s lives
in the world’s poorest countries.
Scheduled for early 2019 and subject to final
terms and conditions, the Sukuk, will be issued
by IFFIm and purchased on a privately placed
basis by the IsDB as investor.
IFFIm sells Vaccine Bonds and Sukuk on international capital markets to accelerate the
availability of funding for Gavi’s life-saving
vaccine and health system strengthening pro-

grammes. The bonds and Sukuk are supported by legally-binding, long-term grant
payments (approximately US$ 6.55 billion)
from 10 sovereign donors. The World
Bank is IFFIm’s Treasury Manager.
Since its inception in 2000 to the end 2017,
the Vaccine Alliance has helped to immunize more than 288 million people in 33 Organisation of Islamic Cooperation (OIC)
member states. Gavi’s financial support to
these 33 member states totals more than $6
billion as of 30 September 2018. This represents 50 per cent of Gavi’s overall disbursements worldwide.
Source: Islamic Business & Finance

Dubai Eyes Islamic Economy Growth to Reach 10% of GDP by 2021

Photo Credit: zawya.com

The emirate of Dubai is looking to increase the
Islamic economy’s contribution to its gross
domestic product (GDP) to 10% by 2021, a
top official at the Dubai Islamic Economy Development Centre (DIEDC) has said.
The Islamic economy’s contribution to GDP
currently stands at 8.3% in 2018. “A specific
goal would be to [increase Islamic economy’s
contribution to GDP] through efficient use of
modern technology,” DIEDC director general
Essa Kazim said in a statement.
The move comes as part of the DIEDC’s fiveyear strategy through which the centre aims to
bolster three main sectors of the Islamic economy, including Sharia-compliant products and
services.

Under the five-year strategy launched in
2017, the DIEDC will focus on increasing
knowledge, industry standards, as well as
the use of digital technologies across the
sectors of Islamic finance, halal products,
and Islamic lifestyle such as fashion and
tourism.
In 2018, the emirate of Dubai set the world
record for the highest value of Islamic
bonds, or sukuk, listings in a year, having
registered $60 billion, according to the Dubai Economic Report 2018.
Source: Zawya
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AAOIFI Publishes Exposure Draft on Sukuk Governance

Photo Credit: comcec.org

AAOIFI Governance and Ethics Board
(AGEB) in its 9th meeting held in Bahrain
on 7-8 November 2018 approved the issuance of exposure draft (Exposure Draft
G2/2018) on “Sukuk Governance ”.
Sukuk is a widely used instrument for investment purposes by sovereigns, corporates and IFIs. Various regulators sensing
the need and necessity to manage this instrument have issued regulations to govern
the overall cycle of Sukuk investments,
however there are observable disparities in
the approach and coverage areas. Considering the situation, it was decided to develop a global standard in this area so that the
practices in this respect may be harmonized, standardized and improved within
the industry.
The aim of this standard is to introduce
detailed guidelines on Sukuk governance

by providing a comprehensive framework for
managing Sukuk issuance as well as management during investment and maturity/
termination phases. It aims to provide guidance to IFIs and corporates worldwide on this
important aspect of governance, and to harmonize global regulatory practices in this respect.
This standard is part of a comprehensive Sukuk project that was initiated by
AAOIFI in 2015 to revise the standards on
Sukuk in line with the developments in the
field over the last two decades. In addition to
the Shari’ah standard on Sukuk (SS 17), there
are three Financial Accounting Standards
(FASs) covering Sukuk, namely Sukuk Issuances (FAS 29), Sukuk in the Books of Issuer
(FAS 34), and the revised FAS 25 “Investment
in Sukuk, Shares and Similar Instruments” .
Source: Salaam Gateway

Second Sovereign Sukuk Set for Oversubscription in Nigeria

Photo Credit: worldbank.org

The Federal Government of Nigeria at the
weekend laid out the successes of its maiden N100 billion Sukuk and the attractions
of its second N100 billion Sukuk amid calls
by enthusiastic ethical and general investors for increase in the size of future issuance to accommodate huge demand for the
alternative bond issue.

sum will be paid at maturity.
The Federal Government had in September
2017 floated its first sovereign Sukuk, a N100
billion seven-year issue with a rental rate of
16.47 per cent. It was oversubscribed by 5.8
per cent.

Parties to the second Sukuk confirmed at the
weekend that investors have started submitting
The Federal Government, through the applications for the issue. A non-interest fiDebt Management Office (DMO), is rais- nancial institution indicated interest to take up
ing N100 billion through a seven-year ten- to 10 per cent of the issue size at the weekend.
ured Sukuk Al Ijarah (Lease) with annual
rental rate of 15.743 per cent. The rental Source: The Nation
rate is payable twice a year while the bullet

Turkey Issues 550 Million Euro Worth of Lease Certificates
The Finance and Treasury Ministry has
announced that Euro denominated fixed
rent rate lease certificates were issued to
the banks through direct sale method on
December 24 in the local market.
Photo Credit: hurriyetdailynews.com

The issue amount was 550 million euros,
the statement added.
It said that Turkish Treasury issues the Euro denominated fixed rent rate lease certificates in order to develop the domestic
lease certificate market.

Previously, the ministry announced that in
order to diversify the borrowing instruments
and to broaden investor base, it will issue the
Euro-denominated and U.S. dollar- denominated government bonds to resident and non
-resident individual investors.
It also said gold bonds and lease certificates
will be issued to individual investors to bring
the idle gold into the economy starting from
December 17.

Source: Hurriyet Daily News
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New Publications
Islamic Fintech Report 2018 Current Landscape & Path Forward

Download Publication

Green Sukuk, Energy Poverty, and Climate Change : A Roadmap for Sub-Saharan Africa

Download Publication

Upcoming Events (Jan—March 2019)
Islamic Finance Rendezvous Series 2019
12th International Conference for Islamic Economics and Finance
2019
Bonds, Loans & Sukuk Africa 2019

Penang, Malaysia

14 Jan 2019

Event Details

Makkah Saudi Arabia

10-11 Feb 2019

Event Details

Cape Town, South Africa

13-14 Mar 2019

Event Details

6

I s la m ic F i na nc e B ul l et i n

Issue 42, December 2018

Description of Data:
Dow Jones Sukuk Index: The Dow Jones Sukuk Index is designed to measure the performance of global Islamic fixed-income securities—also known as
sukuk. The index includes U.S. dollar-denominated investment-grade sukuk issued in the global market that have been screened for Shari´ah compliance
according to the index methodology. The index was created as a benchmark for investors seeking exposure to Shari´ah-compliant fixed-income investments.
The Dow Jones Sukuk Index follows the same consistent, quantitative methodology as the Dow Jones Islamic Market™ (DJIM) Indices, which are
monitored to ensure their continued adherence to Shari´ah principles.
Bloomberg USD Emerging Market Composite Bond Index: The Bloomberg USD Emerging Market Composite Bond Index is a rules-based, marketvalue weighted index engineered to measure USD fixed-rate securities issued in emerging markets as identified by Bloomberg. Emerging market issuers can
be found at function EMWH . The major components of the index are the Bloomberg USD Emerging Sovereign Bond Index, Bloomberg USD Emerging
Market Corporate Bond Index, Bloomberg USD Investment Grade Emerging Market Bond Index and Bloomberg USD High Yield Emerging Market Bond
Index. To be included in the index a security must have a minimum par amount of 100MM.
LIBOR USD 6 Month: London - Interbank Offered Rate - ICE Benchmark Administration Fixing for US Dollar. The fixing is conducted each day at
11am & released at 11.45am (London time). The rate is an average derived from the quotations provided by the banks determined by the ICE Benchmark
Administration. The top and bottom quartile is eliminated and an average of the remaining quotations calculated to arrive at fixing. The fixing is rounded up
to 5 decimal places where the sixth digit is five or more.
Dow Jones Islamic Market World Index: The Dow Jones Islamic Market World Index is a global index of companies that meet Islamic investment
guidelines. The index is quoted in USD.
Dow Jones Global Index: The index measures the performance of stocks that trade globally, targeting 95% coverage of markets open to foreign
investment. It is float market cap weighted. It is quoted in USD.
MSCI World Islamic Index: The MSCI World Islamic Index is a free-float weighted equity index. It was developed with a base value of 1000 as of May 31
2007.
MSCI World Index: The MSCI World Index is a free-float weighted equity index. It was developed with a base value of 100 as of December 31, 1969.
MXWO includes developed world markets, and does not include emerging markets.
MSCI Emerging Markets Index: The MSCI Em (Emerging Markets) Index is a free-float weighted equity index.
Bloomberg Takaful Index: Bloomberg Takaful Index is a capitalization-weighted index of all globally listed Takaful-recognised companies. Takaful is an
Islamic term meaning mutual support, which is the basis of the concept of insurance or solidarity among Muslims. This is a form of insurance based on
mutual assistance. The index was developed with a base level of 100 as of April 15, 2009
Murabaha Deposit Rates: Murabaha Deposit An agreement that refers to the sale and purchase transaction for the financing of an asset or project
whereby the costs and profit margin (mark-up) are made known and agreed by all parties involved. The settlement for the purchase, which can be done in
cash or in installments, will be specified in the agreement. Use all prices available in the terminal and updated within the last three working days. Banks that
do not price for more than 3 days are excluded from the daily calculation. Islamic Market Reference Rate is calculated by Bloomberg using contributed rates
from several local and international banks. Reference rates are calculated by taking the average bid & ask of the contributing banks, after eliminating the 4
highest and 4 lowest values.

Glossary Of Key Terms
Ijara

This is a lease contract wherein the Bank (lessor) leases the property to the customer (lessee) in return for a rental paymen t
for a specified financing period. The Bank promises to transfer the title of the property to the customer at the end of the

Mudaraba

Trustee finance contract: One party contributes capital while the other contributes effort or expertise; profits shared accor ding to a predetermined ratio; investor not guaranteed a return and bears any financial loss; no fixed annual payment; financier has no control on how venture is managed.

Murabaha

Sale with agreed mark-up: Financing purchase of assets for a profit margin; asset purchased on behalf of client and resold at
a pre-determined price; payment could be lump sum or in installments; ownership of asset remains with bank till full payments made

Musharaka

Partnership; equity participation contract: Both parties contribute capital; profits shared by a pre -determined ratio, not necessarily in relation to contributions; losses shared in proportion to capital contributions; both parties share and control h ow
investment is managed; each partner liable for the actions of the other

Shari’ah Board

An independent body set up by an Islamic bank with the mandate of ensuring that the Islamic bank achieves and maintains
the mandate of Shariʿah compliance.

Sukuk

An Islamic financial certificate, similar to a bond in Western finance, that complies with Shariʿah, Islamic religious law. Because the traditional Western interest paying bond structure is not permissible, the issuer of a sukuk sells an investor group
the certificate, who then rents it back to the issuer for a predetermined rental fee. The issuer also makes a contractual pro mise to buy back the bonds at a future date at par value.

Salam

Salam is a sale whereby the seller undertakes to supply some specific goods to the buyer at a future date in exchange of an advanced price
fully paid at spot. The contract of Salam creates a moral obligation on the Salam seller to deliver the goods,. The Salam contract cannot be
cancelled once signed.

Takaful

The term ‘takaful’ is derived from an Arabic word which means solidarity, whereby a group of participants agree among
themselves to support one another jointly against a defined loss. In a takaful arrangement, the participants contribute a sum
of money as wholly or partially taburru’ (donation) into a common fund, which will be used for mutual assistance for the
members against a defined loss or damage, according to the terms and conditions of the takaful.

Istisna’

Istisna' s the kind of sale where a commodity is transacted before it comes into existence. It means to order a manufacturer to manufacture a
specific commodity for the purchaser. If the manufacturer undertakes to manufacture the goods for him with material from the manufacturer, the transaction of istisna’ comes into existence. But it is necessary for the validity of istisna’ that the price is fixed with the consent of the
parties and that necessary specification of the commodity (intended to be manufactured) is fully settled between them.

Wakala

Wakala is the agency contract which is used widely in Islamic Finance. The applications ranging from brokerages services in
permissible activities, like certain stocks, as well as to be the agent in a Murabaha transaction. The client, who wants to be
financed, acts as agent of the bank to acquire the asset, then sold to him on credit installments. Agents can be compensated
for their assignment with a fixed, variable or performance model, which is frequently used to influence pay outs and cash flows in
financial engineering.

Contact Info:
Ayse Nur Aydin
+90 212-385-3445
aaydin@worldbank.org
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