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The World Bank, IRTI and Guidance Financial Held the Third Annual Symposium on
Islamic Economics and Finance
The World Bank, The Islamic Research and Training
Institute (IRTI) of the Islamic Development Bank
(IsDB) Group, and Guidance Financial Group, in collaboration with the International Centre for Education in
Islamic Finance (INCEIF), organized the 3rd Annual
Symposium on Islamic Economics and Finance with the
theme "Sustainable Development Goals (SDGs) and the
Role of Islamic Finance" on 12-13 December, 2017, in
Kuala Lumpur, Malaysia.

hope for the future," he said.

The World Bank Senior Vice President, Dr. Mohieldin,
in his keynote speech, spoke on the potential of Islamic
finance to support the SDGs, explaining how Islamic
financial instruments can contribute to mobilizing resources for the realization of all the 17 SDGs. "The 3rd
Annual Symposium on Islamic finance is a good opportunity to have a better way of guiding the industry forward," Dr. Mohieldin added.

Financing/Green Sukuk", as well as other keynote speeches and paper presentations by researchers, academics and
representatives of organizations. It provided a platform for
local and foreign participants from multilateral development institutions, government agencies, the private sector
and academia to discuss the recent outlook of Islamic finance and its potential role in supporting and achieving
SDGs.

Applauding the noble ambitions of the SDGs, Dr. Iqbal
noted that "with the size of over US $2 trillion, the Islamic
finance industry is growing not only in size but also in the
diversity of the products. In order to provide further impetus to the sector, the IsDB continues to play a vibrant role
by forging closer partnerships with member countries, international development institutions, MDBs, Islamic infrastructure institutions and most importantly with many othThe first day was dedicated to high level policy discus- er stakeholders."
sions and practical aspects of the topics discussed by key The symposium featured panel discussions on
stakeholders, policymakers and regulators.
"Governments' Policy Response to SDGs", and "Green

In his address, the IsDB Vice President, Dr. Iqbal, underlined the commitment of the IsDB Group and its 57
Member Countries to supporting the achievement of the
SDGs. "Achieving SDGs also requires the unprecedented mobilization of resources and collaboration among
governments, the private sector, and MDBs. In this respect, Islamic finance's approach to responsible finance
based on risk-sharing and asset-based finance gives us a

World Islamic Banking Conference Held in Bahrain
The World Islamic Banking Conference organized by
Middle East Global Advisors in partnership with the
Central Bank of Bahrain was held in Bahrain on Dec 4
-6, 2017.
With the theme of “Drivers of Economic Growth &
Risks: Policymakers & Regulators”, the conference
attracted global industry leaders, policymakers, innovators and stakeholders.

industry that we know today. Smart contracts need to be
developed to the point where they are admissible in court
and can be used in dispute resolution.”
Fatih Kazan, Financial Sector Specialist at the World Bank
spoke as a panelist on leveraging Islamic capital markets
for innovative solutions.

A number of topics including aviation financing, renewable energy financing., halal ecosystem, disruptive
technology, thought leadership and intelligence in the
global arena were discussed.
In his opening address, Khalid Hamad, Chairman of
the International Islamic Financial Market, spoke on
the importance of smart contracts in Islamic Finance.
“The advent of fintech and blockchain is changing the
2
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The World Bank and CIBAFI Launch Corporate Governance Report
The World Bank and The General Council for Islamic Banks and Financial Institutions (CIBAFI) have launched their first
joint publication titled “Corporate Governance Practices in Islamic Banks 2017”
in Manama, Bahrain during the 5th meeting of the Members Consultative Group
(MCG).
The study underlying this first joint report
breaks new ground in the field of corporate governance for Islamic banks, said a
statement from Cibafi.

Photo Credit: cibafi.org

On the new report, Abdelilah Belatik, the
secretary general of Cibafi said: "Both of
us agreed that there was a need for a robust analysis of current corporate governance practices within the Islamic banking
industry. Such analysis would serve as the
basis for further work in the field of corporate governance by generating policy
recommendations that would then
prompt practical steps to strengthen areas
of governance that are currently weak."

improve their governance practices and by
regulators who are looking to strengthen the
financial systems that they oversee."
"We also hope that it will also be read widely
outside the Islamic financial industry. The
report will serve as a benchmark for future
work, enabling the industry to track its progress, particularly in the areas that have been
identified as those most in need of improvement," he added.

The report can be downloaded by clicking the cover picture below:

Abayomi A. Alawode, the head of Islamic
Finance, Finance & Markets, at The
World Bank said: "This report will be read
widely within the Islamic financial industry, by individual institutions seeking to

Malaysia to Launch World’s First Digital Framework for Islamic
Economy in 2018
Malaysia, home of the world’s largest Islamic finance industry, is taking the idea
of creating a comprehensive Islamic economy a step further and announced it will
launch a debut “Islamic Digital Economy
Framework” by March next year as a
growth backbone for its entire halal industry.
Photo Credit: stephane-castellani.com

The idea of the framework is to provide a
digital platform for cooperation in areas
such funding and financing of Islamic
business endeavours, halal and Shariah
compliance, Islamic digital economy regulations and, generally, the incubation of
halal business operations, Including Islamic banking and finance. The framework is designed to attract investors and
venture capital to fund halal businesses
and to conduct their transactions and in-

vestments in compliance with Shariah laws and
regulations. The initiative is new in the sense
that Malaysia currently has only formulated a
framework for conventional startup funding
and venture capital deals.
The driving force behind the Islamic digital
initiative is the Malaysian Digital Economy
Corp, or MDEC, a government-backed entity
which is seeking to create a growth ecosystem
for the Islamic economy in Malaysia in accordance with the government’s national strategy to
tap the potential of both the Islamic and the
digital economy. MDEC is cooperating with
Jabatan Kemajuan Islam Malaysia (the government’s Department of Islamic Development)
and Hall Amanie Sdn Bhd, an independent
Shariah advisory firm, to set up the framework.

Source: Gulf Times
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Qatar Plans Central Shariah Committee for Islamic Banks
Qatar is planning to set up a central Shariah committee for Islamic banks to create
consistency in Islamic finance, according
to the country's central bank.
This is to ensure that the country’s financial regulations are benchmarked to international standards, said the Second Strategic Plan for Financial Sector Regulations
(2017-22).
Photo Credit: gulf-times.com

The second strategy stressed the need to
establish a formal mechanism to coordinate all matters, information requests and
country positions on regional financial
stability issues at the Gulf Cooperation
Council (GCC), regional and international
regulatory forums.
On the need to create consistency in the

insurance licensing standards, rules and regulations; the strategy, prepared by the QCB in
collaboration with the Qatar Financial Market
Authority and the Qatar Financial Market
Regulatory Authority, highlighted the need to
align with the globally set principles.
One of the action points (being contemplated
by the QCB) is assessing remuneration and
commission framework of financial advisers
and insurance intermediaries and implementing an appropriate conduct of business regime.
The new strategy is also looking at supporting
the growth of the asset management sector
through aligning, where possible, requirements across regulatory frameworks.

Source: Gulf Times

Bahrain to Launch Compulsory Risk Regime for Islamic Banks
Bahrain’s central bank is drawing up tight new
requirements for Islamic banks to measure and
report their exposure to financial risk, as part
of the kingdom's efforts to standardize the industry and position the country as the Islamic
banking capital of the Middle East.

Photo Credit: gulf-times.com

The Central Bank of Bahrain (CBB) will publish a consultation on a proposed risk assessment framework for Islamic banks in the first
quarter of 2018, and the final set of regulations
in the second half of the year.
“We would like to enhance the risk management aspect of Islamic finance,” said Khalid
Hamad Abdul-Rahman Hamad, executive director of banking supervision at CBB and
chairman of the International Islamic Financial

Market (IIFM). “We are planning to issue a
very detailed risk management toolkit to
improve risk management practices taken
by Islamic banks – be it credit risk management, market risk management, operational
risk management and profit rate risk in the
banking book, which is equivalent to interest rate risk in conventional banking."
The regulations will require “banks to have
proper reserves – be it profit equalisation
reserves or investment risk reserves, and we
would like these new rules to set proper
standards [across] the banks in managing
unrestricted investment accounts,” he added.

Source: The National

GCC’s Takaful Outlook Positive on Strong Underwriting Profitability
The Islamic insurance (Takaful) industry in the
GCC is expected to gain in terms of strong
underwriting profitability, thanks to regulatory
changes in some countries that have pushed up
insurance prices, improving their profitability
in 2018, according to analysts.
Photo Credit: khaleejtimes.com

The improved pricing, particularly in motor
and medical cover has given the much needed
push to the underwriting profitability of the
region’s insurers who have been facing underwriting losses despite double-digit premium
growth.

Takaful insurers’ improved profitability was
largely driven by an increase in prices triggered by regulatory changes such as the introduction of actuarial reserving in Saudi
Arabia and the UAE. In Saudi Arabia,
where the entire market is Sharia-compliant,
actuarial reserving and pricing contributed
to a decline in the overall loss ratio to 78
per cent in 2016 from 80 per cent in 2015,
with a further reduction to 77 per cent over
the first nine months of 2017 .

Source: Gulf News
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Halk REIT Issues Turkey's First Sukuk in the Real Estate Investment
Sector
Halk Real Estate Investment Trust (REIT)
has issued Turkey's first Sharia-compliant,
interest-free financial certificate, known as
sukuk, through Halkinvest.
According to a Halk REIT statement, the
company has completed the issuance of an
87-day lease certificate with a nominal value of TL 100 million ($26.12 million)
through Halkinvest.

tor in Turkey. The transaction was done
through a qualified investor sales method, and
the simple return of the 87-day lease certificate
will be realized at 13.25 percent at the end of
the maturity period. This transaction, in which
Halk REIT was a fund user, was the first transaction in which Halk Varlık Kiralama AŞ, a new
player in the lease certificates market, became
the issuer asset leasing company.

This transaction, based on the manage- also tested two, four and six month maturities.
ment contract, represents the first sukuk Source: Daily Sabah
issuance in the real estate investment sec-

Malaysia's Infrastructure Push to Keep Sukuk Issues Steady
Malaysia's continued infrastructure push
amid a steady economic growth is likely to
keep issuance of sukuk steady this year and
cement the Southeast Asian nation's position as one of the biggest players in global
Islamic finance market.
Photo Credit: worldbank.org

Muslim-majority Malaysia, has for decades
relied on sukuk to raise cheap capital to
fund large infrastructure projects that typically power economic activities. The Malaysian unit of Shell first issued sukuk in

1990 and since then the government and corporates have embraced the instrument among
other Islamic finance products to raise cash to
fund growth. Malaysia plans to build East
Coast Rail Line, its largest railway project todate at an estimated cost of 55 billion ringgit
($13.5 billion), and a high-speed rail connecting Kuala Lumpur and Singapore. The government is also expanding the various urban rail
networks in the capital city.

Source: Nikkei Asian Review

Global Sukuk Issuance Up 45% in 2017
Sukuk issuance in 2017 increased by 45.3
per cent, reaching $97.9 billion, up from
$67.4 billion in 2016, underpinned primarily by the jumbo issuances of some GCC
countries.

Photo Credit: zawya.com

"Driving this performance were good liquidity conditions in the GCC and, more
generally, globally, as well as activity by
some countries with the goal of further
developing their Islamic finance industries," said S&P Global Ratings head of
Islamic Finance, Dr Mohamed Damak.
Some issuers, particularly in Saudi Arabia,
were able to choose sukuk over bonds because they were less pressed for time to
raise funds, he added.
“By comparison, the outlook for sukuk in
2018 looks uncertain. While we still foresee significant financing needs for core
Islamic finance countries, tighter global
liquidity conditions, mounting geopolitical

risks, and slow progress on the standardization
of Islamic finance products will continue to
hold the market back from its full potential,”
the report said.
“We see a couple of interesting trends in the
market that are likely to shape its performance
in 2018 and onward. These include a more
stringent application of the profit-and-loss
sharing principle and a broadening of the investor base to include retail and Waqf money.”
“Regarding retail sukuk, we believe that development of this part of the market necessitates
a specific regulatory framework to protect investors and ensure proper access to information about risks. Retail sukuk issuance has
been successful in some countries where, for
example, authorities provided a tax incentive
to drain a portion of the savings toward this
market.

Source: Zawya
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New Publications
World Bank & CIBAFI—Corporate Governance Practices in Islamic Banks 2017

Download Publication

ICD-Thomson Reuters Islamic Finance Development Report 2017

Download Publication

Sukuk Revival: Thomson Reuters Sukuk Market Outlook 2018

Download Publication

Upcoming Events (Jan—March 2018)
Blockchain for Islamic Banking and Finance Summit

Dubai,
United Arab Emirates

22 Feb 2018

Event Details

The 12th International Conference on Islamic Economics and Finance

Makkah, Saudi Arabia

18 March 2018

Event Details

The 1st International Congress on Islamic Economy and Finance:
The Past and the Present (ICOIEF’18)

Safranbolu, Turkey

28-30 Apr 2018

Event Details
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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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